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(Millions of Dollars, Except Per Share Amounts) 1999 1998 1997 1996 1995

Earnings
Operating Revenue $10,811  $ 9,868 $10,621 $10,536 $10,304
Operating Expense 10,203 8,708 9,038 9,014 9,178
Operating Income $ 608 $ 1,160 $ 1,583 $ 1,522 $ 1,126

Net Earnings $ 2 $ 537 $ 799 $ 855 $ 618

Earnings Per Share $ .01 $ 2.55 $ 3.80 $ 4.10 $ 2.99
Earnings Per Share, Assuming Dilution $ .01 $ 2.51 $ 3.72 $ 4.03 $ 2.95

Earnings, Excluding Non-recurring Items and
Cumulative Effect of Accounting Change (a)(b)

Operating Revenue $10,811 $ 9,868 $10,621 $10,536 $10,304
Operating Expense 9,788 8,738 9,038 9,014 8,921
Operating Income $ 1,023 $ 1,130 $ 1,583 $ 1,522 $ 1,383
Net Earnings $ 339 $ 428 $ 799 $ 855 $ 727

Earnings Per Share $    1.59 $ 2.04 $ 3.80 $ 4.10 $ 3.50
Earnings Per Share, Assuming Dilution $ 1.59 $ 2.00 $ 3.72 $ 4.03 $ 3.46

Financial Position
Cash, Cash Equivalents and 

Short-term Investments $ 974  $ 533 $ 690 $ 682 $ 660
Working Capital Deficit $ (910) $ (616) $ (532) $ (685) $ (1,056)
Total Assets $20,720 $ 20,427 $19,957 $16,965 $14,282
Long-term Debt $ 6,196 $ 6,432 $ 6,416 $ 4,331 $ 2,222
Shareholders’ Equity $ 5,756 $ 5,880 $ 5,766 $ 4,995 $ 4,242

Other Data Per Common Share
Cash Dividends $ 1.20 $ 1.20 $ 1.08 $ 1.04 $ .92
Book Value $ 26.35 $ 27.08 $ 26.41 $ 23.04 $ 20.15
Market Price — High $ 53.94 $ 60.75 $ 62.44 $ 53.13 $ 46.13

— Low $ 28.81 $ 36.50 $ 41.25 $ 42.25 $ 34.63

Employees (c)

Rail 31,952 28,358 27,864 28,559 29,537
Other 16,998 17,789 19,047 18,755 18,428

Total 48,950 46,147 46,911 47,314 47,965

See accompanying Consolidated Financial Statements

(a) Significant non-recurring items include the following:
1999 - A loss on the sale of international container-shipping assets and a related benefit from discontinuing depreciation of those assets from the date they were

classified as “held for sale.” The net effect of the loss and the depreciation benefit reduced earnings by $360 million before tax, $271 million after tax,
$1.27 per share.

- A charge to recognize the cost of a workforce reduction program at the company’s rail and intermodal units that reduced earnings by $55 million before
tax, $34 million after tax, 16 cents per share.

- A gain on the sale of the company’s Grand Teton Lodge resort subsidiary that increased earnings by $27 million before tax, $17 million after tax, 8 cents
per share.

1998 - A net investment gain, primarily from the conveyance of American Commercial Lines LLC, the company’s wholly owned barge subsidiary, to a joint ven-
ture. The gain increased earnings by $154 million before tax, $90 million after tax, 42 cents per share.

- A restructuring credit to reverse certain separation and labor protection reserves established by the company’s rail unit as part of a 1995 restructuring
charge. The restructuring credit increased earnings by $30 million before tax, $19 million after tax, 9 cents per share.

1995 - A charge to recognize the estimated costs of initiatives to revise, restructure and consolidate specific operations and administrative functions at the compa-
ny’s rail and container-shipping units. The restructuring charge reduced earnings by $257 million before tax, $160 million after tax, 76 cents per share.

- A net investment gain on the issuance of an equity interest in a container-shipping terminal and related operations in Asia and the writedown of various
investments. The net gain increased earnings by $77 million before tax, $51 million after-tax, 25 cents per share.

(b) The company recorded a charge at the beginning of fiscal year 1999 to reflect the cumulative effect on prior years of adopting a new accounting rule related to
workers’ compensation second injury fund assessments incurred by the company’s container-shipping unit. The charge reduced net earnings for 1999 by $49 mil -
lion, 23 cents per share. Had the accounting change been applied retroactively, the effect on net earnings and related per share amounts would not have been mate-
rial to any fiscal year presented.

(c) Employee counts are based on annual averages.
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T h e  Ye a r  i n  R e v i e w    
Earnings for 1999, before accounting for one-time items,

were $339 million, or $1.59 per share, down from $428

million, or $2.00 per share, in 1998. This decline is direct-

ly attributable to the difficulties encountered implement-

ing the Conrail merger. Total revenues were up 10 percent

in 1999.

Spurred by a robust economy, demand for rail transporta-

tion was good in 1999. We experienced high-traffic vol-

umes in key merchandise sectors such as autos, chemicals,

agricultural, minerals, paper and forest products. Coal

shipments to domestic utility plants were up slightly from

a year ago, but exports continued to decline sharply. Since

1996, we have seen our annual coal export shipments drop

by 52 percent as foreign producers enjoying far lower

mining costs have captured a major share of this market.

This dramatic shift has had a serious impact on rail-unit

profitability. On the other hand, our intermodal business

expanded significantly. Our new rail network provides

fast-growing, high-volume parcel and consumer product

shippers with unparalleled service options. This was clear-

ly reflected in the sharp increase in intermodal revenues

and profits in 1999. The new network provided near-flaw-

less service for our most important intermodal customer,

United Parcel Service, during the highly demanding 1999

holiday peak season. 

As the year progressed, we saw railroad profits decline and

the operating ratio rise steadily, reflecting high integration

“get-ready” costs in the first half and heavy spending to

address the merger implementation problems in the sec-

ond half. This transition spending was necessary and not

unexpected, and we are seeing the expenses associated

with implementation abate as the railroad returns to regu-

lar operations.  

Originally slated for a March 1999 launch, CSX and

N o rfolk Southern agreed to postpone operating our
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1999 was a difficult year for

CSX Corporation. Earn i n g s

were very disappointing, and

the decline in share h o l d e r

value is a matter of serious

concern to us. Our company,

along with railroad equities in

general and a large number of

leading industrial companies,

under-performed the major stock market indices by a wide

margin. We believe strongly that this is a transitory situa-

tion, reflecting an extraordinary time and extremely bur-

densome pressures in our core railroad business.

We entered the year with high hopes that 1999 would see

the successful integration of Conrail into our rail network,

positioning us for a bright future. But despite an intense,

two-year planning effort, we encountered problems that

set us back temporarily. Nevertheless, the company has

taken a major step forward by putting the CSX and

Conrail operations together and, in the process, we have

learned some important lessons that are benefiting us now

and will continue to have a positive impact on our future.

The strength of our company is undiminished. Our rail-

road assets and the network CSX now owns join together

virtually every major population center in the eastern half

of the United States. It is a powerful and very competitive

network, vital to the nation’s economic well-being and vir-

tually irreplaceable. The customers we serve and who 

depend on CSX represent America’s industrial, agricultur-

al, mining, manufacturing and merchandise production

base. Our people are the best railroaders in America, each

one of them dedicated to a demanding but rewarding

career and to achieving our ambitious goals.

There is no doubt in my mind that CSX is positioned to

regain earnings momentum and that the returns of the

Conrail merger will start to be realized this year.

Chairman’s Message
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respective parts of Conrail to ensure that all operating

protocols were in place and that information technology

and work-order data systems were fully prepared. “Split

Date” was June 1, 1999, and CSX moved forward success-

fully and enjoyed a relatively orderly transition for a period

of several months. A big plus for us during the initial

launch was the support of rail labor, and the “New

Compact” forged with our unions has greatly improved

working relationships. While start-up issues — such as

different traffic routings, changed dispatching patterns,

new crews working at new locations — affected network

f l u i d i t y, there were no major system failures as we

absorbed even higher-than-expected traffic volumes.

Things turned for the worse in September. Hurricane

Floyd wreaked havoc on the entire eastern half of the net-

work.  Extensive flooding, ranging from Miami to Boston,

caused major track washouts, with the most extensive

damage occurring on mainline routes in North Carolina

and New Jersey. Operating plans for the upcoming fall

t r a ffic peak had to be revised as locomotives were stranded,

and car types could not be moved efficiently to meet rising

shipper requirements. The network went out of balance;

key freight yards became choke points, and trains were

backed up in high-volume corridors. Very costly actions

had to be taken to deal with the storm and its aftermath.

Needed power was leased from other railroads, manpower

was shifted to troubled locations, and additional train

crews were brought on to deal with the situation. Keeping

the network running and successfully avoiding “melt-

down” was our highest priority.

By mid-December, the peak subsided, and the situation

began to come under control. As we entered 2000, impor-

tant operating metrics such as cars-on-line, car dwell times

in yards and system velocity started to show some impro v e-

ment. But we paid a heavy price for fourt h - q u a rter conges-

tion. Shippers were highly vocal with their complaints and

moved some of their business to trucks. The impact on Wa l l

S t reet was most discouraging. CSX stock plummeted in the

f o u rth quarter to a low point for the year.

While we focused primarily on the Conrail integration in

1999, we addressed opportunities in other areas and took

prompt and decisive steps to protect our interests, enhance

our competitiveness and strengthen the overall financial

position of the company. In this regard, we can point to

major accomplishments in 1999 — completing the sale of

Sea-Land’s volatile international container business and

reorganizing the railroad’s management and operating

structure.

Selling Sea-Land’s international business was a hard but

necessary decision. Since its founding in 1956, Sea-Land

has been a great company, an unquestioned industry

leader and innovator. The company introduced the con-

tainerization concept to global shipping, revolutionizing

the way goods move around the world. Since being

acquired by CSX in 1986, Sea-Land revenues tripled, and

the company established strong market positions in virtu-

ally all of the world’s major trade routes. Over the years,

its talented management team, led by John Clancey, has

contributed much to our company, and we are fortunate to

have retained a number of key executives.

But recent years have seen profit margins decline as a

number of strong, well-capitalized competitors entered

this business. Projected worldwide vessel over-capacity

and substantial, ongoing capital requirements pointed to a

worrisome outlook, and we made the strategic decision to

sell Sea-Land’s international business assets to Danish car-

rier, Maersk Line. This transaction was completed in

December 1999, generating net cash proceeds of approxi-

mately $750 million and transferring substantial vessel

lease obligations to the buyer. We have retained those

parts of the business that currently earn their costs of cap-

C S X  C o r p o r a t i o n  1 9 9 9  A n n u a l  R e p o r t
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ital and have more certain futures. The newly formed CSX

Lines, engaged in Jones Act-protected domestic shipping,

and CSX World Terminals, which operates container ter-

minals in Hong Kong and nine other overseas locations,

are now independent business units. Headed by former

Sea-Land senior executives Chuck Raymond and Bob

Grassi, respectively, and supported by strong management

teams, these companies will grow, and we are optimistic

about their prospects.   

Importantly, the Sea-Land sale strengthens our financial

position and eliminates a large degree of uncertainty that

has adversely affected investor valuations of CSX. The

transaction is a “win/win” for CSX and Maersk. Sea-Land

international assets are in strong, familiar hands, and we

are confident that the combined company will emerge as

the clear leader in the international container-shipping

industry. Looking forward, our strategic emphasis is over-

whelmingly rail-oriented, and we are focusing sharply on

maximizing the benefits of the Conrail transaction.

We have a new management team at the railroad charged

to achieve this goal. In July, Ron Conway was named pres-

ident of CSX Transportation, succeeding A.R. “Pete”

Carpenter, who is now vice chairman of CSX Corpor-

ation. Pete and I have worked closely together for many

years, and we are fortunate to have the benefit of his

strategic thinking and sage counsel on an array of issues

affecting the future direction of the company.

To accommodate the requirements of a much larger, geo-

graphically more diverse railroad, decision making has

been decentralized, with operating responsibilities moving

from Jacksonville headquarters to the field. Five operating

regions were established in the summer, led by CSX and

former Conrail executives who have many years of hands-

on experience managing their respective territories. Com-

plementing the new operating structure are four discrete

service groups serving our major coal, auto, merchandise

and intermodal markets. Each service group includes a

senior operating executive whose primary role is to link

commercial objectives to operating priorities. With oper-

ating regions and service groups working together and

communicating directly on a daily basis, we are confident

that service performance initiatives will be implemented

with greater efficiency.

Realigning the management structure and moving hun-

dreds of key personnel to new positions was distracting to

the organization, especially when accompanied by a work-

f o rce reduction program that has reduced the non-

contract headcount by approximately 12 percent. But we

made these hard decisions to put them behind us and posi-

tion the railroad for the future. 

M o v i n g  F o r w a r d  i n  2 0 0 0
We must regain shipper confidence by improving service

and rooting out imbedded costs in our rail network. As we

do this, we will reach our fundamental objective of build-

ing earnings momentum and accomplishing a significant

turnaround in 2000. I have every reason to think we will

do this, and the entire organization is galvanized to

achieve this goal. As major shareholders, CSX manage-

ment has a very clear incentive.

Railroad performance will drive our results. I expect to see

sustained improvement beginning in the second quarter as

we put merger issues behind us. Transition expenses are

no longer a major factor, and we will be vigorously attack-

ing those costs that have come into the r a i l road over the

past several years as we focused on organizing and prepar-

ing for the merger. Success in this effort, buttressed by

shipper demand for transportation reflecting a continuing

strong economy, should outweigh the impact of re l a t i v e l y

high fuel costs and labor wage increases. Capital outlays for

C S X  C o r p o r a t i o n  1 9 9 9  A n n u a l  R e p o r t
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2000 will be markedly lower at the railroad and will total

a p p roximately $1 billion for the company. 

From all indications, shippers understand the benefits of

single-line service on our new rail network, and revenues

should be up substantially this year. As we demonstrate

consistent service improvements, we believe there will be

a clear opportunity to increase prices in areas where our

capacity is constrained and rail affords shippers distinct

advantages. We do not forecast earnings but would be 

disappointed if the railroad’s operating ratio does not

improve sharply this year. Looking out further, I am con-

vinced that an operating ratio approaching 75 percent is

achievable in the not-too-distant future as we restore effi-

ciency and capture sizeable merger synergies.

Our smaller business units will contribute to the antici-

pated turnaround. Customized Transportation Inc., our

stellar logistics unit, met all of its targets last year and

should continue to grow impressively in 2000. This is a

tribute to Dave Kulik and his management team, who

have built this company and earned the highest respect

from a customer base representing many of the great

names in U.S. business. CSX Lines and CSX World

Terminals also will do well as sharply focused, strong play-

ers in their markets. The Greenbrier, our world-renowned

resort, had a banner year in 1999 and should continue to

prosper. I want to congratulate Ted Kleisner and his out-

standing staff for being honored as “The Resort of the

Century” by one of the industry’s most venerable and

respected publications. I urge our shareholders to take

every opportunity to enjoy The Greenbrier’s stately grace

and truly exceptional hospitality.

At this writing, rail equities are under a cloud of uncert a i n t y.

The merger issues of the past several years have been exac-

erbated by the surprise, late-December announcement of a

p roposed merger between the Burlington Nort h e rn Santa

Fe and Canadian National. Shipper groups have been

vehement in their opposition, and a number of influential

legislators have expressed concerns. The Surface Tr a n s p o r-

tation Board has urged caution and set a broader standard

for weighing the merits of the merg e r. We agree with STB

C h a i rman Linda Morg a n ’s position that the BNSF/CN

m e rger must be considered in the light of its potential

d o w n s t ream effects on the railroad industry. The primary

c o n c e rns are that mergers already underway have not yet

had the time to demonstrate benefits and that this combi-

nation may force the other Class I railroads into another

round of mergers during this period of great flux in the

i n d u s t ry. CSX feels strongly that this is the wrong time for

this proposed merger and has joined the Union Pacific,

N o rfolk Southern and Canadian Pacific in opposition to its

filing. The railroad industry needs a period of stabilization

to regain the confidence of shippers and investors.

I would like to express my sincere appreciation to our

shareholders for your support during this difficult time.

The board of directors understands your concerns and has

been a great help to management throughout this period.

Our company is fortunate to have the benefit of their

sound judgment and considerable experience. Let me close

by saying that, ultimately, CSX’s future rests on the talent

and dedication of our 47,500 employees, to whom I am

deeply indebted for their tireless efforts. Their ongoing

commitment gives me great confidence that our ambitious

goals will be achieved.

John W. Snow

Chairman and Chief Executive Officer    
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O U R  P O W E R F U L  R A I L  N E T W O R K serves every major population and
industrial center east of the Mississippi — and more ports than any other railroad.
Powered by one of the industry’s best locomotive fleets, our 23,400-route-mile rail system
links 32 ocean and 18 lake ports and provides access to more than 20 river terminals. This
access gives customers more choices in supply sources and the power to reach new mar-
kets, both across the nation and around the world.

O U R  D E D I C A T E D  P E O P L E are experts, whether they work in the field,
running the railroad or intermodal operations, managing terminals, navigating container-
ships, or in staff functions. Building on the best of our heritage, the people throughout our
company — long-time CSXT employees, former Conrailers and Sea-Landers, our logis-
tics experts, labor and management — are working together to forge new traditions of
teamwork and service to our customers.

O U R  V A L U A B L E  C U S T O M E R S represent industries that are essential to
our nation’s economy and everyday life: coal for electricity; grain feed for poultry farms;
autos for personal transportation; paper and forest products for newsprint and construc-
tion materials; minerals for construction projects; phosphates and fertilizer; food and con-
sumer products that find their way to our kitchen tables. 

O U R  G O A L is to be “Second to None” as a freight transportation provider. In 1999
we set the stage by completing the Conrail integration, strengthening our intermodal net-
work, focusing our container-shipping business, and continuing to grow our contract
logistics services. Each of our businesses, as described on the following pages, enters 2000
better positioned to meet the competitive challenges of today and tomorrow, deliver
improved service to our customers, and enhance shareholder value. 

CSX is a strong company, focused
on building core rail and intermodal businesses
and complemented by other solid transportation
performers.
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CSXT’s powerful rail network – 23,400 route miles reaching from Miami to Montreal and

from the Mississippi to the Atlantic – is the largest in the eastern United States.  The cities

we link represent the most important consumer markets, industrial centers and raw-

material-producing areas of the country.
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R a i l  O p e r a t i o n s
A new era in railroading began as CSX Tr a n s p o rt a t i o n

s t a rted operating its Conrail lines in June 1999.  The inte-

gration of operations, technology and human re s o u rc e s

would prove to be the most complex undertaking of its

kind in railroad history. While the service disruptions the

r a i l road experienced through this period were more wide-

s p read and more difficult to solve than anticipated — even

after more than two years of intensive planning — employ-

ees at every level doubled their eff o rts to re t u rn service to

the consistently high levels customers expect.  As a result of

these eff o rts, CSXT enters this new era better positioned

to realize the benefits initially envisioned from the expand-

ed market reach of its rail network.

With 35,000 employees, a 23,400-mile

network in 23 states, more than 4,000

locomotives and more than 100,000 freight cars, the new

CSXT serves every major market east of the Mississippi

and more ports than any railroad in the country. Our over-

riding goal remains:  create a competitive advantage for

customers — faster transit times, greater reliability and

new single-line service options between Southeastern pro-

ducing markets and high-consumption markets of the

Northeast and Midwest.      

CSXT took a major step in laying the foundation for

achieving this goal as it restructured and streamlined its

organization to become more customer-focused.  The new

regional structure, put in place during the second half of

1999, brings increased emphasis to local decision making

to promote more efficient service to customers, and drives

profit responsibility deeper into the organization.  Key to

this initiative was the creation of three new Service

Groups — Merchandise, Automotive and Coal — which

for the first time combine sales, marketing and operations

professionals within the business segment.  By combining

all of the people responsible for developing business and

planning service, the Service Groups’ goals are to speed

response time, more effectively deliver rail service and

better satisfy customers’ changing needs.    

While realigning the railroad along product lines, CSXT

established five field operating regions to support the

S e rvice Groups. Each operating region has a central staff to

manage safety, asset management, operations impro v e m e n t

and customer development. Connecting the new Serv i c e

G roups’ customer focus with the new field stru c t u re places

responsibility where it belongs — close to our customers.

Major CSXT initiatives for the year 2000 target significant

safety improvement, aggressive revenue growth and cost

reduction, resulting in accelerating increases in pro d u c t i v-

ity and operating eff i c i e n c y.  Further improvements to the

post-integration operating plan are targeted to perm i t

i n c reased train speed and length and reduced car handling,

making way for improving terminal pro d u c t i v i t y, crew and

equipment utilization and service re l i a b i l i t y. Capital spend-

ing will include capacity expansion at select locations to

i m p rove efficiency and service.  

With the integration accomplished and the market oppor-

tunities now before us, the railroad is focused on obtaining

m e rger benefits:  cost synergies and revenue growth. The

quality and perf o rmance of CSXT’s employees will contin-

ue to drive the company’s success in the new millenium. In

the quest to become “Second to None,” their ideas and

involvement will enable the company to meet and exceed

the expectations of customers and shareholders.    

I n t e r m o d a l
I n t e rmodal transportation — the movement of trailers and

containers on rail cars instead of by highway — is surf a c e

t r a n s p o rt a t i o n ’s fastest growing business. The Conrail

transaction will hasten the trend toward rail interm o d a l

t r a n s p o rtation and position CSX Intermodal (CSXI) to

continue to provide the nation’s premier intermodal serv i c e .

C S X  C o r p o r a t i o n  1 9 9 9  A n n u a l  R e p o r t

Review of Operations
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From the people who keep the engines running and the ships sailing to those who design

our services and manage back-office operations, our employees bring years of experience

and strong dedication to their chosen professions. They are powered by a commitment to

serve our customers, our shareholders, and the communities in which we operate.
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With the Conrail transaction, CSXI

becomes the nation’s only transcontinental

intermodal service provider serving every region of the

country and providing domestic and international shippers

single-line, non-stop services between the Midwest,

Southeast, New York and New

England. CSXI also provides the

industry’s fastest and most reliable

s e rvice between New York and

Florida, two of the largest consum-

ing markets in the nation.

In 1999, CSXI largely completed an ambitious $130 million

capital program to nearly double terminal capacity across its

network to enable accelerated annual growth in both re v-

enue and volume. New state-of-the-art terminals were com-

pleted in hub cities of Chicago, Cleveland and Atlanta, and

major terminal enhancements were made to existing term i-

nals in the Northeast and South. As a result, CSXI c a p t u re d

significant new business that will increase train densities,

equipment utilization and customer re s p o n s i v e n e s s .

The importance of intermodal to the company and its

f u t u re was reflected in 1999’s financial perf o rm a n c e .

Revenue grew 48 percent to $959 million (including the

addition of Conrail business), while volumes grew 58 per-

cent to 1.65 million loads. In 1999, transcontinental vol-

umes rebounded, as did international business originating

in Asia.  Operating income reached $82 million, a 148 per-

cent increase over 1998. 

CSX expects intermodal to remain its fastest-growing busi-

ness segment and will continue to focus on operational

improvements that increase transit reliability and customer

responsiveness. 

C o n t a i n e r - s h i p p i n g  a n d  Te r m i n a l
M a n a g e m e n t  O p e r a t i o n s
As 1999 drew to a close, another milestone was re a c h e d

with the sale of Sea-Land’s international liner business,

including vessels, containers and some terminals, to A.P.

M o l l e r-Maersk Line. CSX retained Sea-Land’s domestic

c o n t a i n e r-shipping and international terminal management

companies, with total annual revenues exceeding $1 billion. 

The agreement with Maersk was a natural pro g ression of

the close partnership Sea-Land and the Danish carrier had

developed since forming a pioneering vessel-sharing

alliance in 1991. The transaction strengthens CSX’s finan-

cial position while retaining two strong, well-managed and

competitive companies operating in more stable market

e n v i ro n m e n t s .

The newly formed container- s h i p p i n g

c o m p a n y, CSX Lines LLC, takes Sea-

L a n d ’s leadership position in providing domestic ocean-

liner service. The carrier operates 16 U.S.-flag vessels and

27,000 containers along six service routes between the con-

tinental United States and Alaska, Guam, Hawaii and

P u e rto Rico. CSX Lines also operates port terminals in

Anchorage, Kodiak and Dutch Harbor, Alaska; Honolulu,

Hawaii; San Juan, Puerto Rico; and Apra, Guam. Thro u g h

sister companies CSXT and CSXI,

customers also are off e red access to

key markets throughout the United

States, Canada and Mexico and

extensive intermodal connections

within the United States.

CSX Lines is headquartered in Charlotte, N.C., with 20

offices throughout the continental United States, Alaska,

Hawaii, Guam, and Puerto Rico. Its annual revenue is

expected to exceed $700 million. 

The domestic ocean trades in which CSX Lines operates

are stable environments. The carrier will strive to increase

revenues by gaining market share through operational

excellence and seamless service. A number of customer-

focused improvement initiatives are underway in the areas

of documentation, customer service, electronic com-

merce, equipment availability, vessel on-time arrival and

terminal throughput operations. 

C S X  C o r p o r a t i o n  1 9 9 9  A n n u a l  R e p o r t
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Our nation has always counted on the railroad to move the goods and products that are

essential to our economy. Today, the success of companies in many of America’s most

important industries depends, in large part, on the service of railroads, including CSXT.  We

take this responsibility seriously and work hard to satisfy our customers’ changing needs.
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C S X  C o r p o r a t i o n  1 9 9 9  A n n u a l  R e p o r t

The other retained Sea-Land business,

CSX World Te rminals LLC, operates

t e rminals in Hong Kong, China,

Australia, Europe, Russia and Latin

America. The company also provides services relating to

t e rminal depot and warehouse management, equipment

maintenance and terminal systems internationally and in

the United States. Headquart e red in Charlotte, CSX

World Te rminals’ annual revenue is

expected to be approximately $300

million. Additionally, the company

has investment income from term i-

nal operating companies not

reflected in its revenue base. 

World container throughput is forecast to grow 10 perc e n t

per year through 2005. The drivers of this demand are

world economies that are becoming increasingly trade

dependent and developing countries that need modern

p o rts to support commercial growth. A trend toward trans-

shipments and the use of larger vessels also is influencing

the flow of cargo through ports, providing additional

o p p o rtunities for CSX World Te rminals’ serv i c e s .

To take advantage of this growth, CSX World Te rm i n a l s

will focus on developing a brand image that builds on its

rich Sea-Land heritage and global reputation for expert i s e .

The company will continue to seek process impro v e m e n t s

to create greater efficiency and productivity at facilities it

operates. Additionally, the company plans to expand devel-

opment and use of pro p r i e t a ry, advanced technology to

enhance real-time information sharing and optimize term i-

nal utilization. 

Both CSX Lines and CSX World Te rminals are stro n g

businesses that are expected to earn more than their cost of

capital and to grow and bring stable, incremental earn i n g s

to CSX’s bottom line. With their new status as separate

companies, we anticipate greater contributions to CSX’s

financial perf o rmance. 

C o n t r a c t  L o g i s t i c s  
With annual revenue now approaching $500 million,

Customized Tr a n s p o rtation Inc. (CTI) is a leader in third -

p a rty logistics, offering an expanding portfolio of supply

chain management solutions. From its origins in contract

t r a n s p o rtation and just-in-time support for the automotive

i n d u s t ry, the company has diversified and developed an

a rray of services, including logistics operations, transport a-

tion network design and management, modular assembly,

in-line sequencing, and inventory pro c u rement and man-

agement. In addition to all domestic automakers, CTI’s

client list includes many of the world’s leading manufactur-

ers, foreign automakers, and consumer durable companies.

In 1999, CTI produced record

earnings, building on its im-

pressive track record and position in a rapidly expanding

industry. Third-party logistics opportunities continue to

grow as many industries focus on enhancing supply chain

practices and controlling operating expenses, working

capital and other logistics resources.  

For the first time in CTI’s history, more than one-half of

its revenue base was derived from specialized material sup-

port and inventory services vs. providing traditional truck

transportation. More than 3.5 mil-

lion square feet of dedicated logis-

tics facilities were added to the

c o m p a n y ’s commercial port f o l i o

during 1999, representing its single

largest growth element.

The company has produced revenues and operating

income growth averaging 21.6 percent and 28.2 percent,

respectively, over the past five years, and anticipates favor-

able industry fundamentals in 2000.  Additionally, CTI is

beginning to realize greater market penetration associated

with the new digital economy with operations supporting

e-commerce initiatives of its clients. The company looks

forward to another successful year in 2000.
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S a f e t y  a n d  E n v i r o n m e n t a l  P o l i c y
CSX is committed to conducting its business in a man-

ner that protects the environment and ensures the safety

of our employees and the public.

Safety is the top priority at all CSX businesses, partic-

ularly CSX Transportation, where employees at all lev-

els are encouraged to follow the motto, “No job is so

important, no service so urgent, that we cannot take

time to perform work safely.” 

The railroad’s multifaceted safety program, involving

extensive training and monitoring, has been successful

in reducing accidents and injuries. In 1999, CSXT’s

train accident rate was four accidents per million train

miles.

The priority placed on safety by CSXT also has result-

ed in a dramatic 63.5 percent reduction in the rate of

Federal Railroad Administration (FRA)-re p o rt a b l e

injuries since 1989. Now, as CSXT strives to reach its

goal of zero accidents and injuries, labor union leaders,

rail management and rail employees are working

together in a new spirit of cooperation and trust.

Driving this cultural reinvention is a 40-member team,

with representatives from labor and management, field

and headquarters, and the FRA. That team has been

identifying ways to enhance safety and create an

improved work atmosphere. 

Emphasis on Public Safety

Of equal importance is CSX’s emphasis on public safe-

ty. In 1999, CSXT remained an industry leader in the

area of highway-rail grade crossing safety, where colli-

sions have decreased by more than 54 percent since

1989. This improvement is largely attributable to two

factors: public education and the elimination of

unneeded crossings. During 1999, CSXT employees

presented public safety messages to more than 1.1 mil-

lion people — including school children, school bus

and commercial truck drivers — throughout the rail-

road’s operating territory. In addition, CSXT has elim-

inated more than 2,600 unneeded crossings since 1989.

In 1997, CSXT became the first railroad in the United

States to adopt an FRA-endorsed program to install

stalled vehicle emergency information signs system-

wide. The signs prominently display CSXT’s toll-free

emergency number, along with a unique crossing iden-

tification number and railroad milepost location at

about 24,000 crossings throughout our rail network. In

June 1999, CSXT began installing emergency informa-

tion signs on its portion of Conrail system at about

3,400 crossings. This action was part of a comprehen-

sive Safety Integration Plan developed for the integra-

tion of CSX’s share of Conrail — a plan that was sub-

mitted to the Surface Transportation Board during the

federal review period.

CSXI achieved its best safety perf o rmance in its history

in 1999, reducing OSHA-reportable injuries at its

nationwide network of 48 intermodal terminals by

more than 30 percent — from 2.66 injuries per 200,000

man hours to 1.86. The business unit hopes to improve

even more in 2000, with a goal of reducing injuries by

20 percent over 1999.

At CSX Lines and CSX World Terminals, rigorous

safety programs are in place aboard every vessel and at

every terminal and port facility. Since 1993, the ship-

board incident rate has fallen by 60 percent, while the

incident rate at terminal properties has dropped 38 per-

cent over the same period.

C S X  C o r p o r a t i o n  1 9 9 9  A n n u a l  R e p o r t
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Hazardous Materials Safety and Environmental

Stewardship

The nation’s chemical companies rely on railroads to

transport their products safely and efficiently. Since

1989, CSXT’s handling of hazardous materials system-

wide has increased by 62 percent — to 430,000 carloads

in 1999. Yet, the number of cars that released any por-

tion of their contents as a result of a derailment has

dropped by 60 percent — from 30 cars in 1989 to 12

cars in 1999, or one out of every 35,800 carloads.

The railroad’s commitment to the safe transport of haz-

mats is but one part of CSXT’s efforts to safeguard the

environment. In the last decade, CSXT has reduced

wastewater permit exceedances by over 98 percent to

become one of the leaders in the industry in this cate-

gory. The railroad also has developed innovative ways

to recycle old, chemically treated crossties by turning

them into a source of fuel. In addition, CSXT recycles

enormous quantities of steel and other metals from old

locomotives, freight cars and rail track.

While CSXI increased its hazmat moves by 25 perc e n t ,

the accident/release ratio, for both the terminals and the

h i g h w a y, remained less than 1 percent, in part due to

extensive training and an ongoing emphasis on aware-

ness. The “HazMat and HazCom” training program for

CSXI personnel, along with the assistance of hazmat

response vendors, ensures that the prevention of and

quick response to such releases meet or exceed the stan-

d a rds set by the Federal Department of Tr a n s p o rt a t i o n

Regulations. All CSXI terminal locations keep a “spill

kit” on site and are trained on proper use for first-

response containment and clean-up actions.

CSX Lines and CSX World Terminals adhere to the

strictest standards in complying with environmental

regulations. Regular shipboard emergency drills are

conducted to train personnel in the latest techniques

for preventing spills from entering the sea. At CSX

World Terminals, containments are built around fuel

storage tanks and waste oil is recycled.

In 2000 and beyond, we will continue to set stringent

standards for ongoing improvement in safety and envi-

ronmental compliance. We owe it to our employees to

provide safe working conditions, and we owe it to our

customers, shareholders and the public to conduct all

of our business operations safely and in a manner that

protects the environment.

P u b l i c  P o l i c y
CSX continues to play an active role in the public pol-

icy issues that could potentially affect your company

and industry. The following issues rose to the forefront

in 1999 and are expected to remain prominent in 2000.

BNSF/CN Merger Pro p o s a l : Late last year,

Burlington Northern Santa Fe and Canadian National

railroads announced their intent to combine their

respective systems. As reported, the new Canadian-

based holding company would result in a 50,000-mile

rail network spanning all Canadian provinces and 31

states throughout the United States. It is unquestion-

able that the potential impacts of the transaction must

be thoroughly reviewed.

We believe the BNSF/CN combination is premature.

We are concerned that this proposal, if allowed to go

forward, will significantly divert attention from the

essential job of making existing mergers in the West

and East successful, and may lead to premature restruc-

turing of the industry, very likely resulting in two

North American carriers. The net result of this pro-

posal could very well destabilize the existing balance

and future viability of the U.S.-rail system.  

C S X  C o r p o r a t i o n  1 9 9 9  A n n u a l  R e p o r t
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Reregulation: The Staggers Rail Act, passed in 1980,

marked the beginning of a renaissance that has made

the nation’s rail industry the envy of the world. Since

1980, U.S.-rail productivity has nearly tripled, infla-

tion-adjusted freight rates have been reduced by more

than half, and employee injuries have been reduced by

two-thirds.

Despite this success, a push continues on Capitol Hill

to re regulate the industry. Seven proposals were intro-

duced during the 1999 congressional session, six of

which would result in greater government control over

day-to-day railroad operations. Proponents of re re g u-

lation are seeking greater government involvement in

relationships between railroads and their customers as

well as forced access, allowing one rail carrier to oper-

ate over another’s privately owned track. We are very

c o n c e rned that the proposed BNSF/CN merger will

be used as a vehicle to seek re re g u l a t i o n .

If successful, reregulation can only result in a weakened

rail industry resulting from less investment and deteri-

orating service.

Mountaintop Mining: In October 1999, a U.S. Dis-

trict Court declared certain aspects of mountaintop

coal mining in West Virginia to be in violation of the

federal Clean Water Act and the federal Surf a c e

Mining and Control Reclamation Act. As a result of

this precedent-setting decision, coal mining in West

Virginia and throughout CSX’s service territory could

be threatened. Up to 100,000 industry jobs could be

directly affected if this decision is upheld.

CSX actively supported an effort by U.S. Senators

Robert Byrd (D-W.Va.) and Mitch McConnell (R-Ky.)

to prevent implementation of this ruling for a two-year

period. While the effort was unsuccessful, the Senators

have vowed to pursue this issue in the 2000 congres-

sional session.

Tort Reform: Adjustments to the nation’s civil justice

system are needed. While laws define acceptable con-

duct and the penalties for failing to adhere to that con-

duct, punitive damages alter the rule of law by allowing

awards of excessive and unwarranted damages. Such a

system rewards lawyers who inflame jurors and per-

suade them to act on emotion, rather than facts, and

punishes businesses and employees by diverting funds

unfairly. CSX continues to actively support various tort

reform measures currently moving through Congress,

including legislation to curb abuses prevalent in class

action lawsuits.

Community Relations: CSX supports a wide variety of

community enrichment programs, with special emphasis

on children, education and cultural awareness. Some

recent examples include:

■ The CSX Scholars Program. Developed with the

National Audubon Society and the United Negro

College Fund, the $1.5 million program supports

environmental education.

■ Success Express. CSX donated $100,000 and spon-

sored a special train to promote higher education

and spread the word about Edward Waters College,

a historically black college in Jacksonville, Fla.  

■ Take Stock in Children. CSX sponsored a special train

to generate interest in a group that provides scholar-

ships and mentors to children in need.

■ Recreation. CSX provided $50,000 in funding for the

New Orleans Park and Recreation’s annual summer

program, to ensure that families with three or more

children could afford the registration.  

Employees throughout CSX serve as volunteers with

community organizations and can be counted on to

respond to their neighbors in times of need.

C S X  C o r p o r a t i o n  1 9 9 9  A n n u a l  R e p o r t



17

Financial Policy  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18

Management’s Discussion and Analysis of 
Financial Condition and Results of Operations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19

Consolidated Statement of Earnings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30

Consolidated Statement of Cash Flows  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31

Consolidated Statement of Financial Position  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32

Consolidated Statement of Changes in Shareholders’ Equity  . . . . . . . . . . . . . . . . . . . . . 33

Notes to Consolidated Financial Statements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34

Report of Ernst & Young LLP, Independent Auditors  . . . . . . . . . . . . . . . . . . . . . . . . . . . 49

Financial Information



18

C S X ’ s  F i n a n c i a l  P r i n c i p l e s
The management of CSX Corporation reports the company’s financial condition and results of operations in an accurate, timely
and conservative manner in order to give shareholders the information they need to make investment decisions about the company.
In this section of our annual report, financial information is presented to assist you in understanding the sources of earnings, the
financial resources of the company and the contributions of the various business units. 

Our key objective is to increase shareholder value by improving the return on invested capital and maximizing free cash flow.
To achieve these goals, managers use the following guidelines in conducting the financial activities of the company: 

■ Capital — CSX business units are expected to earn returns in excess of the CSX cost of capital. Business units that do not earn
a return above the CSX cost of capital and do not generate an adequate level of free cash flow over an appropriate period of time
will be evaluated for sale or other disposition.

■ Taxes — CSX will pursue all available opportunities to pay the lowest federal, state and foreign taxes, consistent with applicable
laws and regulations and the company’s obligation to carry a fair share of the cost of government. CSX also works through the
legislative process for lower tax rates. 

■ Debt Ratings — The company will strive to maintain its investment grade debt ratings, which allow cost-effective access to
financial markets. The company will manage its business operations in a manner consistent with meeting this objective, insur-
ing adequate cash to service its debt and fixed charges.

■ Derivative Financial Instruments — From time to time the company may employ derivative financial instruments as part of its
risk management program. The objective is to manage specific risks and exposures, not to trade such instruments for profit 
or loss.

■ Dividends — The cash dividend is reviewed regularly in the context of inflation and competitive dividend yields. 

CSX cannot always guarantee that its goals will be met, despite its best efforts. For example, revenue and operating expenses are
affected by the state of the economy and the industries the company serves. In addition, changes in regulatory policy can drasti-
cally change the cost and feasibility of certain operations. Factors such as these, along with the uncertainty involved in predicting
future events, should be kept in mind when reading company projections or forward-looking statements in this report.

M a n a g e m e n t ’s  R e s p o n s i b i l i t y  f o r  F i n a n c i a l  R e p o r t i n g
The consolidated financial statements of CSX have been prepared by management, which is responsible for their content and accu-
racy. The statements present the results of operations, cash flows and financial position of the company in conformity with account-
ing principles generally accepted in the United States and, accordingly, include amounts based on management’s judgments and
estimates. 

CSX and its subsidiaries maintain internal controls designed to provide reasonable assurance that assets are safeguarded and trans-
actions are properly authorized by management and are recorded in conformity with generally accepted accounting principles.
Controls include accounting tests, written policies and procedures and a code of corporate conduct routinely communicated to all
employees. An internal audit staff monitors compliance with and the effectiveness of established policies and procedures.

The Audit Committee of the board of directors, composed solely of outside directors, meets periodically with management, inter-
nal auditors and the independent auditors to review audit findings, adherence to corporate policies and other financial matters. The
firm of Ernst & Young LLP, independent auditors, has been engaged to audit and report on the company’s consolidated financial
statements. Its audit was conducted in accordance with auditing standards generally accepted in the United States and included a
review of internal accounting controls to the extent deemed necessary for the purpose of its report, which appears on page 49.

Financial Policy
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Management’s Discussion and Analysis of Financial Condition and Results of Operations
(All references to earnings per share assume dilution)

D e s c r i p t i o n  o f  B u s i n e s s
CSX Corporation (CSX), headquartered in Richmond, Va., is a leading freight transportation and logistics services provider. In
June 1999, the company expanded its core rail and intermodal operations with the integration of key portions of the Conrail Inc.
(Conrail) rail system. CSX now operates the largest rail network in the eastern United States and provides intermodal transporta-
tion services across the United States and into key markets in Canada and Mexico. The sale of CSX’s international container-ship-
ping liner business in December 1999 further increases the company’s focus on its core operations. CSX’s goal, advanced at each
of its business units, is to provide efficient, competitive transportation and related services for customers and to deliver superior
value to the company’s shareholders.

CSX Transportation Inc. 
CSXT is the largest rail network in the eastern United States, providing rail freight transportation over a network of more than
23,400 route miles in 23 states, the District of Columbia and two Canadian provinces. Headquart e red in Jacksonville, Fla., CSXT
accounted for 52% of CSX’s operating revenue and 80% of operating income, excluding non-recurring items, in 1999. 

CSX Intermodal Inc. 
CSXI is the nation’s only transcontinental intermodal transportation service provider, operating a network of dedicated intermodal
facilities across North America. The CSXI network, expanded through the integration of Conrail in June 1999, runs approximately
500 dedicated trains between its 48 terminals every week. CSXI accounted for 9% of CSX’s operating revenue and 8% of operat-
ing income, excluding non-re c u rring items, in 1999. Its headquarters are located in Jacksonville, Fla. 

CSX Lines LLC 
CSX Lines was formed in 1999 to operate the domestic liner business of Sea-Land Service Inc. (Sea-Land), consisting of a fleet of
16 vessels and 27,000 containers serving the trade between ports on the United States mainland and Alaska, Guam, Hawaii and
Puerto Rico. The domestic container-shipping business was retained by CSX when Sea-Land’s international container-shipping
operations were sold to A.P. Moller-Maersk Line (Maersk) in December 1999. CSX Lines is headquartered in Charlotte, N.C.

CSX World Terminals LLC 
CSX World Terminals, formed in 1999, operates container-freight terminal facilities at 12 locations in Hong Kong, China,
Australia, Europe and the Dominican Republic. These operations, located in areas expected to benefit from the continuing growth
in world trade, also were retained by CSX when Sea-Land’s international liner business was sold to Maersk. CSX World Terminals
is headquartered in Charlotte, N.C.

Business segment financial results for CSX Lines and CSX World Terminals will be reported beginning in fiscal year 2000. 
Sea-Land’s consolidated operations, which included those businesses for the full year and the international liner operations for
eleven and a half months, accounted for 35% of CSX’s operating revenue and 15% of operating income, excluding non-recurring
items, in 1999.

Customized Transportation Inc. 
CTI is one of the nation’s leading third-party logistics providers, offering inventory management, distribution, warehousing,
assembly and just-in-time delivery services. Headquartered in Jacksonville, Fla., CTI is the fastest-growing unit of CSX. CTI
accounted for 4% of CSX’s operating revenue and 3% of operating income, excluding non-recurring items, in 1999. 

Non-transportation
Resort holdings include the AAA Five-Diamond hotel, The Greenbrier, in White Sulphur Springs, W.Va. In December 1999, The
Greenbrier was named “Resort of the Century” by Andrew Harper’s Hideaway Report. CSX Real Property Inc. is responsible for
sales, leasing and development of CSX-owned properties. CSX also holds a majority interest in Yukon Pacific Corporation, which
is promoting construction of the Trans-Alaska Gas System to transport Alaska’s North Slope natural gas to Valdez for export to
Asian markets. 
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(a) On June 30, 1998, CSX conveyed its wholly owned barge subsidiary to a joint venture in which it holds a 32% common ownership interest. Due to the reduction in ownership
percentage, CSX has accounted for its investment in the barge company under the equity method retroactive to the beginning of fiscal year 1998. For periods prior to fiscal year
1998, the barge company was accounted for as a consolidated subsidiary, and its results appear in the Eliminations/Other category for 1997.

(b) A portion of intercompany interest income received from the CSX parent company has been reclassified as a reduction of Miscellaneous expense by the container-shipping unit. 
This amount was $61 million, $62 million and $63 million in 1999, 1998 and 1997, respectively, and the corresponding charge is included in Eliminations/Other.

( c ) Excludes loss on international container-shipping asset sale (net of depreciation benefit) and surface transportation workforce reduction program in 1999. Excludes rail re s t ru c t u r i n g
c redit in 19 9 8 .

R e s u l t s  o f  O p e r a t i o n s
Net Earnings 
(Millions of Dollars, Except Per Share Amounts)

1 9 9 9 1 9 9 8 1 9 9 7
Per Per Per

Description (all amounts after tax) Amount Share Amount Share Amount Share

Net Earnings Before Non-recurring Items $339 $1.59 $428 $2.00 $799 $3.72
Loss on Sale, Net of Depreciation Benefit (271) (1.27) — — — —
Workforce Reduction Program (34) (.16) — — — —
Net Investment Gain 17 .08 90 .42 — —
Restructuring Credit — — 19 .09 — —
Cumulative Effect of Accounting Change (49) (.23) — — — —

Net Earnings as Reported $ 2 $ .01 $537 $2.51 $799 $3.72

1999 vs. 1998  CSX follows a 52/53-week fiscal calendar.  Fiscal year 1999 consisted of 53 weeks compared with 52 weeks in fis-
cal 1998. The company reported net earnings for 1999 of $2 million, 1 cent per share. Earnings for the prior year were $537 mil-
lion, $2.51 per share. Operating income for 1999 totaled $608 million, compared with $1.16 billion in 1998. Operating revenue of
$10.8 billion was 10% higher than the prior year, while operating expense of $10.2 billion was 17% higher. The higher revenue
and expense levels were primarily due to the expansion of the company’s rail and intermodal businesses in June 1999 with the inte-
gration of Conrail lines in the Northeast and Midwest.

Financial results for 1999 and 1998 included several significant non-re c u rring items. The 1999 results included a loss on the sale of
assets comprising the company’s international container-shipping business, a charge to recognize the cost of a workforce re d u c t i o n
p rogram at the rail and intermodal units, a gain on the sale of the company’s Grand Teton Lodge re s o rt subsidiary, and an adjust-
ment to re c o rd the cumulative effect of adopting a new accounting rule related to workers’ compensation second injury funds. The
1998 results included a net investment gain, primarily from the conveyance of the company’s barge subsidiary to a joint venture, and
a re s t ructuring credit at the rail unit. These non-re c u rring items are discussed in greater detail in other sections of Management’s
Discussion and Analysis, and their effect on the company’s net earnings and earnings per share is outlined in the “Net Earn i n g s ”

Operating Income
(Millions of Dollars)

1999 1998
Surface Transportation Surface Transportation

Inter- Container Contract Elim./ Inter- Container Contract Elim./
Rail modal Total Shipping Logistics Other(a) Total Rail modal Total Shipping Logistics Other(a) Total

Operating Revenue $ 5,623 $959 $6,582 $3,809 $484 $(64) $10,811 $ 4,956 $648 $5,604 $3,916 $408 $(60) $ 9,868
Operating Expense

Labor and Fringe Benefits 2,244 64 2,308 983 180 — 3,471 1,974 50 2,024 959 157 — 3,140
Materials, Supplies and Other 1,279 150 1,429 1,200 74 (44) 2,659 1,057 117 1,174 1,285 54 (30) 2,483
Conrail Operating Fee, 

Rent and Services 280 — 280 — — — 280 — — — — — — —
Building and Equipment Rent 496 123 619 546 46 — 1,211 382 81 463 596 43 — 1,102
Inland Transportation (285) 513 228 707 126 (17) 1,044 (159) 348 189 734 103 (30) 996 
Depreciation 469 24 493 90 12 — 595 450 18 468 130 11 — 609 
Fuel 317 1 318 154 12 — 484 251 1 252 141 11 — 404 
Miscellaneous (b) — — — (61) — 64 3 — — — (62) — 66 4
Loss on Sale — — — 401 — — 401 — — — — — — —
Wo r k f o rce Reduction Pro g r a m 53 2 55 — — — 55 — — — — — — —
Restructuring Credit — — — — — — — (30) — (30) — — — (30)

Total Expense 4,853 877 5,730 4,020 450 3 10,203 3,925 615 4,540 3,783 379 6 8,708
Operating Income (Loss) $ 770 $ 82 $ 852 $ (211) $ 34 $(67) $     608 $1,031 $ 33 $1,064 $ 133 $ 29 $(66) $1,160
Operating Income (Loss)  

as Adjusted (c) $ 823 $ 84 $ 907 $ 149 $ 34 $(67) $ 1,023 $ 1,001 $ 33 $ 1,034 $ 133 $ 29 $(66) $1,130
Operating Ratio 86.3% 91.4% 87.1% 105.5% 92.9% 79.2% 94.9% 81.0% 96.6% 92.8%
Operating Ratio as Adjusted(c) 85.4% 91.2% 86.2% 96.1% 92.9% 79.8% 94.9% 81.5% 96.6% 92.8%
Average Employment 31,952 1,090 33,042 8,923 4,164 28,358 786 29,144 8,690 3,399
Property Additions $1,298 $ 63 $ 1,361 $ 86 $ 20 $ 1,212 $ 99 $ 1,311 $ 54 $ 17
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table on page 20. Net earnings exclusive of these items totaled $339 million, $1.59 per share ,
in 1999 vs. $428 million, $2.00 per share in 1998. Operating income excluding the non-re c u r-
ring items totaled $1.02 billion for 1999, compared with $1.13 billion for the prior year. 

As previously mentioned, the year-over-year increases in operating revenue and expense
were due primarily to the June 1999 integration of the company’s allocated portion of the
Conrail rail and intermodal operations (see “Investment in and Integrated Rail Operations
with Conrail”). Earnings for 1999 were adversely effected by costs related to preparation and
start-up of the Conrail integration and significant costs and lost revenue due to network con-
gestion experienced after the integration. The impact of Hurricane Floyd, higher personal
injury accruals and higher fuel prices in the second half of the year also decreased earnings.
Spending on Year 2000 preparations was lower in 1999 as the company completed key phas-
es of its readiness plan near the end of the third quarter.

1998 vs. 1997 Net earnings for 1998 totaled $537 million, $2.51 per share, compared with
$799 million, $3.72 per share in 1997. The 1998 results included a net investment gain of
$154 million, $90 million after tax, 42 cents per share, primarily from the conveyance of the
c o m p a n y ’s barge subsidiary, American Commercial Lines LLC (ACL), to a joint venture. Also
included in the 1998 results was a one-time re s t ructuring credit of $30 million, $19 million
after tax, or 9 cents per share, to reverse a previous charge for separation and labor pro t e c t i o n
costs. Excluding the effects of non-recurring items, net earnings would have been $428 mil-
lion, $2.00 per share, in 1998 vs. $799 million, $3.72 per share, in 1997.

Consolidated operating revenue totaled $9.9 billion, a decrease of $753 million, or 7%, fro m
1997. A significant portion of the revenue decline, $618 million, was attributable to the
conveyance of the company’s barge unit to a joint venture in the third quarter of 1998 and the
resulting exclusion of barge activity from 1998 operating income. Due to a reduction in the
c o m p a n y ’s ownership interest to 32% of the new venture, CSX accounted for its investment
in the venture under the equity method re t roactive to the beginning of fiscal year 1998. For
periods prior to fiscal 1998, ACL was accounted for as a consolidated subsidiary.

1997
Surface Transportation

Inter- Container Contract Elim./
Rail modal Total Shipping Logistics Other(a) Total

$ 4,989 $669 $5,658 $3,991 $389 $583 $10,621

1,963 56 2,019 903 153 151 3,226
878 119 997 1,191 61 262 2,511

— — — — — — —
349 77 426 600 45 40 1,111

(158) 356 198 757 83 (35) 1,003
429 14 443 128 10 39 620 
299 1 300 197 13 57 567 

— — — (63) — 63 —
— — — — — — —
— — — — — — —
— — — — — — —

3,760 623 4,383 3,713 365 577 9,038
$ 1,229 $ 46 $1,275 $   278 $ 24 $ 6 $1,583

$ 1,229 $ 46 $1,275 $   278 $ 24 $    6 $1,583
75.4% 93.1% 77.5% 93.0% 93.8% 
75.4% 93.1% 77.5% 93.0% 93.8%

27,864 800 28,664 9,105 2,334
$ 712 $ 32 $ 744 $ 251 $ 13

$10,621

$  1,583
9,038

$  1,583
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Operating revenue was down from the prior year at the rail, container-shipping, and intermodal business units. The rail unit suf-
fered primarily from weak demand for export coal. Sea-Land’s revenues were negatively impacted by the Asian economic crisis,
while the intermodal unit struggled with congestion on the western rail network.

CSX’s operating expenses totaled $8.7 billion for 1998, down $330 million from the prior year; however, $549 million of the decline
represents barge unit expenses not included in operations in 1998. Other favorable items included the $30 million restructuring
credit recorded by the rail unit, lower fuel costs that benefited the company $106 million on a consolidated basis, and lower stock
compensation expense resulting from the company’s lower stock price. Higher operating expenses associated with changes in traf-
fic mix at the rail unit and inbound/outbound cargo imbalances in major trade lanes at the container-shipping unit offset these
favorable variances.

Other income increased to $119 million from 1997’s $51 million. Contributing to the increase was the $154 million net investment
gain, partially offset by higher Conrail transition expenses.

B u s i n e s s  S e g m e n t  R e s u l t s
Surface Transportation Results
Rail Traffic by Commodity*

Carloads Revenue 
(Thousands) (Millions of Dollars)

1999 1998 1997 1999 1998 1997
Merchandise

Phosphates & Fertilizer 527 539 506 $ 318 $   304 $ 295 
Metals 319 268      264 367 307 301 
Food & Consumer Products 150 135 139 184 148 147 
Paper & Forest Products 505 457 471 600 508 512 
Agricultural Products 326 277 269 442 380 364 
Chemicals 545 444 435 913 750 762 
Minerals 422 396 371 386 353 337 
Government 11 6 10 28 16 24

Total Merchandise 2,805 2,522 2,465 3,238 2,766 2,742 
Automotive 553 412 387 760 540 543 
Coal, Coke & Iron Ore

Coal 1,614 1,651 1,714 1,476 1,503 1,567
Coke 55 60 74 51 53 65
Iron Ore 61 50 52 38 27 30

Total Coal, Coke & Iron Ore 1,730 1,761 1,840 1,565 1,583 1,662
Other Revenue — — — 60 67 42

Total Rail 5,088 4,695 4,692 $5,623 $4,956        $4,989 

*  Certain amounts for 1998 and 1997 have been restated to conform to the 1999 presentation.

1999 vs. 1998
Rail
Excluding its $53 million portion of the workforce reduction charge in 1999 and the $30 million restructuring credit in 1998,
CSXT earned $823 million of operating income in 1999 vs. $1 billion in 1998. Operating revenue was 13% higher, at $5.62 bil-
lion. Operating expense rose 22% to $4.8 billion, excluding the workforce reduction charge. The 1999 results included seven
months of integrated Conrail operations, distorting comparisons to 1998.

Overall volumes increased due to the addition of former Conrail traffic and relatively strong demand across most service groups.
The largest revenue increase was in automotive (up 41%) due to the new Conrail traffic, strong vehicle production in 1999, and
the strike at major General Motors plants that adversely affected 1998 revenue. Merchandise revenue increased 17% largely due
to the new Conrail traffic. Added coal revenues from the former Conrail territory were offset by continued weakness in export coal
volume, resulting in a net revenue decrease of 2%. The 24% increase in rail operating expense reflects the expense associated with
the new Conrail traffic, as well as significant costs incurred in starting up combined operations and addressing post-integration
congestion and operating problems. In addition, Hurricane Floyd disrupted operations for up to 10 days on key portions of the
CSXT system in North Carolina and New Jersey, resulting in repair costs and lost revenue. Fuel expense was $66 million higher
than 1998, reflecting a 2 cent increase in the average price per gallon for the full year, and higher fuel consumption with the added
Conrail traffic.
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Intermodal
Excluding its $2 million portion of the workforce reduction charge, CSXI reported 1999
operating income of $84 million, compared with $33 million a year ago. The increase was
primarily due to the significant growth in intermodal volume attributable to the new Conrail
operations. Strengthening international business and improved rail service in the Western
half of the country also benefited 1999. Revenue for 1999 totaled $959 million vs. $648 mil-
lion in the prior year. Operating expense totaled $875 million without the workforce reduc-
tion charge, compared with $615 million in 1998. The expanded operations over portions of
the former Conrail system accounted for the significant revenue and expense increases in
1999. While CSXI realized margin improvements through economies of scale, rail conges-
tion led to lost revenue as shippers diverted some traffic to trucks.

1998 vs. 1997
Rail 
Excluding a one-time restructuring credit, CSXT produced operating income of $1 billion
in 1998, down 19% from 1997. Operating revenue decreased slightly from the prior year, to
$4.96 billion. While merchandise revenue saw modest gains on increased traffic, coal rev-
enue declined $64 million on 4% fewer carloads. The decline in coal revenue was attribut-
able to the strong U.S. dollar and competition from foreign coal producers, which softened
the demand for export coal.

CSXT experienced growth in several merchandise commodity groups during 1998.
Agricultural product moves were up 3% due to strong demand for Midwest grain in the
Southeast. Continued strength in the Southeast’s construction industry was primarily re s p o n-
sible for the 7% increase in minerals carloads over 1997, while strong demand from U.S. steel
mills in the early part of the year drove an increase of 2% in metals traffic over 1997.
Phosphates and fertilizer shipments were up 7% due to continued strong export demand and
s t rong demand from U.S. and Canadian agricultural firms. The railro a d ’s automotive re v e n u e
was down 1% from the prior year, due in part to the estimated loss of $13 million in re v e n u e
caused by the work stoppages at two of General Motors’ Flint, Mich. plants.

Excluding the restructuring credit, operating expenses were up 5% from 1997 to $3.96 bil-
lion, reflecting the impact of a shift in mix to lower margin cargo, increases in certain casu-
alty and litigation reserves, and Year 2000 preparations. Labor and fringe benefits expense
increased slightly due to wage increases and additional employee training and certification,
partially offset by lower stock compensation expense. The higher casualty and litigation
accruals and Year 2000 costs drove materials, supplies and other expense up 20% over the
prior year. Fuel expense was $48 million lower than 1997, reflecting an 11 cent decrease in
the average price per gallon, while fuel consumption remained level with the prior year. The
1998 restructuring credit totaled $30 million and reflected the reversal of separation and
labor protection reserves established as part of a 1995 restructuring charge to cover a planned
reduction in the unit’s telecommunications workforce. Under a new telecommunications
contract signed in July 1998, those workforce reductions did not occur.

Intermodal 
CSX Intermodal earned $33 million of operating income in 1998, down 28% from 1997.
The decline was largely attributable to loss of business caused by service disruptions on the
western rail network.

Although container and trailer volumes were 1% above 1997, operating revenue decreased
3%, to $648 million, as the average length-of-haul declined. Both domestic and internation-
al freight revenue decreased from 1997 as a result of the western rail service difficulties.
Revenue from other sources declined 29% as truck operations were ceased at 13 terminals in
early 1998 in connection with a restructuring of the trucking service network.

The intermodal unit reported operating expense of $615 million in 1998, down 1% from
1997. Labor and fringe benefits declined 11% from 1997, reflecting lower stock compensa-
tion expense and a decrease in average employee levels during the year. Other expense cate-
gories were generally comparable to the prior year.
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Container-shipping Results
Container-shipping Traffic by Trade Lane✳

Loads Revenue
(Thousands) Revenue Per Box (Millions of Dollars)

1999 1998 1997 1999 1998 1997 1999 1998 1997

Pacific 583 603 705 $2,611 $2,319 $2,221 $1,500 $1,386 $1,549
Atlantic 290 359 349 2,092 2,267 2,426 600 807 842  
Americas 250 268 242 2,159 2,282 2,304 524 587 538 
Asia/Middle East/Europe 277 273 286 2,068 2,060 2,041 563 554 576 
Terminal Services and Other — — — — — — 622 582 486

Total 1,400 1,503 1,582 $2,315 $2,252 $2,250 $3,809 $3,916 $3,991

✳ Certain amounts for 1998 and 1997 have been restated to conform to the 1999 presentation.

1999 vs. 1998
Although the sale of Sea-Land’s international liner business to Maersk did not close until mid-December, the unit lost significant busi-
ness in the fourth quarter of 1999 as international shippers shifted cargo bookings in anticipation of the transaction. As a result, those
operations incurred an operating loss for the quarter that exceeded earnings from the retained domestic shipping and terminal 
management businesses. Operating results for the first nine months of the year showed marked improvement over 1998 as Pacific 
container volumes re c o v e red and significant rate increases in the Asia-to-U.S. trade more than offset weakness in the Atlantic and
Americas trade lanes. Despite the fourth quarter loss, 1999 operating income of $149 million, excluding a loss on the intern a t i o n a l
liner sale net of a related depreciation benefit, was 12% higher than the $133 million earned in 1998.

Fiscal 1999 revenue of $3.81 billion was 3% lower than 1998, reflecting the international
liner disposition three weeks prior to year end and the pre-closing runoff in shipments.
Similarly, operating expense of $3.66 billion, excluding the net loss on sale, was 3% lower
than 1998; although higher fuel prices resulted in a 9% increase in fuel expense on con-
sumption levels that were flat year-to-year.

1998 vs. 1997
Sea-Land produced operating income of $133 million in 1998, down 52% from 1997,
reflecting the negative impact of Asia’s economic crisis on the container-shipping business.
Operating revenue totaled $3.92 billion, a 2% decline from 1997.

Asia’s economic conditions caused tremendous imbalances in cargo shipments, as exports
from Asian countries increased while import traffic declined. These imbalances were evi-
denced by a 3% increase in eastbound Pacific loads (Asia to North America), vs. a 17%
decline in westbound Pacific loads. In addition, the Asia/Middle East/Europe trade lane
experienced a 1% increase in westbound loads (Asia to Europe), vs. a 20% decline in east-
bound loads. Compounding the impact, Sea-Land’s cargo mix shifted to a higher level of
lower-rated freight as imports of higher-rated discretionary goods to Asia declined. Terminal
services and other revenue increased 20% from 1997’s level as a result of higher volumes in
Asia.

Operating expenses increased 2% in 1998, to $3.78 billion. Although Sea-Land moved fewer
revenue loads compared with 1997, the company actually handled more containers as a result
of the increased export volume from Asia. The higher container volume drove increases of
6% in labor and fringe benefits and 8% in materials, supplies and other expense over 1997
levels. Fuel expense decreased $56 million from 1997, benefiting from a 12 cent per gallon
average price reduction on a 1% increase in fuel consumption during the year.

Contract Logistics Results
1999 vs. 1998
Operating income at Customized Transportation Inc. (CTI) was $34 million for 1999 com-
pared with $29 million for 1998. Revenue of $484 million was 19% higher than the prior
year, as the unit continued to benefit from strong growth in managed transportation and
warehousing revenue. Prior-year revenues were negatively impacted by the General Motors
plant strike. Operating expense of $450 million was 19% higher than the prior year, in line
with revenue growth. 

1998 vs. 1997
CTI’s operating income for 1998 totaled $29 million, a 21% increase over 1997. Operating
revenue was up 5% from 1997, to $408 million, driven by gains in the warehousing and man-
aged transportation businesses. The General Motors work stoppages mentioned in the Rail
Results section also hurt the contract logistics unit in 1998. CTI lost an estimated $18 mil-
lion in revenue for the year as a result of the strike. Operating expenses increased 4%, in line
with the revenue growth experienced during the year.
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L i q u i d i t y  a n d  C a p i t a l  R e s o u r c e s
Operating Activities
Cash provided by operations for 1999 totaled $1.1 billion, up $71 million from 1998,
due principally to net changes in accounts receivable and payable driven by the absorp-
tion of Conrail business and accrual of liabilities associated with the Sea-Land sale,
respectively. Cash provided by operations totaled $1.0 billion and $1.6 billion in 1998 and
1997, respectively.

Investing Activities
Net cash used by investing activities in 1999 totaled $582 million, vs. $870 million in
1998 and $3.3 billion in 1997.  Included in the 1999 total is $751 million in net proceeds
from the sale of international container-shipping assets and $49 million from the sale of
the Grand Teton Lodge resort. The 1998 total included $628 million from the con-
veyance of the company’s barge subsidiary to a joint venture. In 1997, CSX spent approx-
imately $2.2 billion to complete the acquisition of its $4.1 billion investment in Conrail.

Property additions totaled approximately $1.5 billion in 1999 and 1998, and $1.1 billion
in 1997. The higher levels in 1999 and 1998 are largely due to rail and intermodal spend-
ing for locomotives and capital improvements to service the additional traffic resulting
from the Conrail integration. Significant projects related to Conrail included investments
in technology, a major upgrade to the B&O line between Chicago and Cleveland, and a
new intermodal terminal in Chicago. Property additions for the coming fiscal year are
expected to be under $1 billion, reflecting a return to more normal spending levels on the
combined rail network and the disposition of Sea-Land’s international liner operations. 

Financing Activities
Financing activities provided net cash of $32 million in 1999, compared to a use of $276
million of cash in 1998. In 1997, financing activities provided $1.7 billion. While higher
levels of short - t e rm debt provided $187 million in cash for 1999, the company expects to
reduce short - t e rm debt in the early part of fiscal year 2000 with proceeds from the
December 1999 sale of international container-shipping assets. Through year-end 1999, a
p o rtion of those proceeds had been used to repay short - t e rm debt, with the re m a i n d e r
being invested in cash equivalents and short - t e rm investments. In 1998, the barge sub-
s i d i a ry proceeds were initially used to reduce short - t e rm debt, but borrowings were
i n c reased over the second half of the year to fund a portion of the capital spending to pre-
p a re for the Conrail integration. The issuance of debt to finance completion of the Conrail
acquisition was the primary factor affecting cash from financing activities in 1997.

During 1999, CSX issued $400 million of floating rate notes having a one-year maturity.
These financings were intended to supplement the company’s existing commercial paper
program and ensure adequate liquidity over year end if financial markets experienced dis-
ruption from Year 2000 issues. In 1998, CSX issued approximately $1 billion of fixed-rate
debt, principally to refinance commercial paper borrowings classified as long-term debt
in the company’s statement of financial position. The placement of this fixed-rate debt
allowed the company to take advantage of a favorable interest rate environment to reduce
the overall floating-rate exposure in its debt portfolio. In 1997, CSX issued over $2.5 bil-
lion in long-term debt primarily to finance completion of the Conrail transaction. 

CSX repaid $126 million of long-term debt in 1999, vs. $1.1 billion in 1998 (including
the commercial paper refinancings) and $398 million in 1997. Long-term debt at Dec. 31,
1999, totaled $6.2 billion, down $236 million from year-end 1998, largely reflecting the
reclassification of balances to short-term debt in anticipation of the use of the proceeds
from the international container-shipping sale. The ratio of debt to total capitalization at
the end of 1999 was 53%, compared with 52% at the end of 1998. CSX has $400 million
of remaining capacity under a shelf registration that may be used to issue debt or other secu-
rities at the company’s discre t i o n .

Cash dividends paid per common share were $1.20 for 1999 and 1998, and $1.08 in 1997.
Total cash dividends of $262 million, $262 million and $235 million were paid in 1999, 1998
and 1997, re s p e c t i v e l y.

M a r k e t  R i s k
CSX does not currently use derivative financial instruments, although the company may
from time to time employ them as part of its risk management program. If used, the
objective is to manage specific risks and exposures, not to trade such instruments for prof-
it or loss.
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CSX manages its overall exposure to fluctuations in interest rates by adjusting the pro p o rtion of fixed and floating rate debt instru-
ments within its debt portfolio over time. At Dec. 31, 1999, CSX had approximately $1.2 billion of floating-rate debt outstanding.
A 1% increase in interest rates would increase annual interest expense by approximately $12 million. While the company’s contain-
e r-shipping terminal management subsidiary does business in several foreign countries, a substantial portion of its revenue and
expenses are transacted in U.S. dollars. For this reason, CSX does not believe its foreign currency market risk is significant.

I n v e s t m e n t  I n  a n d  I n t e g r a t e d  R a i l  O p e r a t i o n s  w i t h  C o n r a i l
Background and Integration
On June 1, 1999, CSX and Norfolk Southern Corporation (Norfolk Southern) formally began integrated operations over their
respective portions of the Conrail Inc. (Conrail) rail system. This step implemented the operating plan envisioned by CSX and
Norfolk Southern when they completed the joint acquisition of Conrail in May 1997 and received regulatory approval permitting
them to exercise joint control over Conrail in August 1998.

Under this operating plan, CSXT added approximately 4,400 route miles of track in the Northeastern and Midwestern United
States and in Canada to its existing lines concentrated in the Middle Atlantic and Southeastern United States. To service the new
operations, approximately 5,600 former Conrail employees joined the company. CSXT now operates a network of more than
23,400 route miles in 23 states, the District of Columbia, and two Canadian provinces. CSXT and its sister company, CSX
Intermodal, employ approximately 35,000 employees across the combined system.

The rail subsidiaries of CSX and Norfolk Southern operate their respective portions of the Conrail system pursuant to various
operating agreements that took effect on June 1. Under these agreements, the railroads pay operating fees to Conrail for the use
of right-of-way and rent for the use of equipment. Conrail continues to provide rail service in certain shared geographic areas for
the joint benefit of CSX and Norfolk Southern for which it is compensated on the basis of usage by the respective railroads. CSX
and Norfolk Southern, through a jointly owned acquisition entity, hold economic interests in Conrail of 42% and 58%, respec-
tively, and voting interests of 50% each.

Financial Effects
Upon integration, substantially all of Conrail’s customer freight contracts were assumed by CSX and Norfolk Southern. As a result,
beginning June 1, 1999, CSX’s rail and intermodal operating revenue includes revenue from traffic previously moving on Conrail.
Operating expenses reflect corresponding increases for costs incurred to handle the new traffic and operate the former Conrail
lines. Effective June 1, 1999, rail operating expenses also include a new expense category, “Conrail Operating Fee, Rent and
Services”, which reflects payments to Conrail for the use of right-of-way and equipment, as well as charges for transportation,
switching, and terminal services provided by Conrail in the shared areas operated for the joint benefit of CSX and Norfolk
Southern. The new expense category also includes amortization of the fair value write-up arising from the acquisition of Conrail,
as well as CSX’s proportionate share of Conrail’s net income or loss recognized under the equity method of accounting. Prior to
the June 1, 1999 integration, CSX recorded its share of Conrail’s net income, less amortization of the fair value write-up, and acqui-
sition and transition expenses in other income (expense) in the consolidated statement of earnings.

The integration of Conrail initially resulted in congestion and traffic delays on parts of the new CSX network and on the shared
areas operated by Conrail. As a result, the company incurred increased costs and experienced lost revenues as customers directed
business to other modes of transportation. Substantial progress was made during July and August in stabilizing post-integration
operations and improving service; however, disruptions in the rail network caused by Hurricane Floyd in September, combined
with seasonal traffic build-up from September through early December, adversely affected operating performance. Efforts have
been focused on improving operations through network simplification and progress since mid-December has been encouraging. 

While management believes it will continue to see steady improvement across the rail network that will lead to increased customer
satisfaction, the re t u rn of business diverted to other modes of transportation and improved financial perf o rmance, there can be no
assurance that these objectives will be met, or met within a specified time frame. If recent operating improvements are sustained, man-
agement anticipates that the company will begin realizing many of the economic synergies envisioned from the integration of its allo-
cated portion of the Conrail network. These synergies include revenue benefits from freight traffic that currently moves on other
modes of transportation (principally trucks), as well as cost savings from better equipment utilization, more direct routing of fre i g h t
t r a ffic, fewer interchange points, and the elimination of duplicate positions and facilities. CSX and Norfolk Southern now compete
for traffic located in markets formerly served solely by Conrail. As a result of this process of entering new markets, there have been
changes in the historic rate and traffic patterns, including some rate reductions and traffic volume shifts. The process is being driven
by market conditions and, over time, may be affected by customer satisfaction with service levels provided by the competing carriers. 

Conrail’s Results of Operations
1999 vs. 1998. Conrail’s results of operations for 1999 were significantly impacted by the changes in its business resulting from
the integration with CSX and Norfolk Southern. Through May 31, 1999, Conrail’s earnings include freight line-haul revenues and
related expenses.  Effective June 1, 1999, its major sources of revenue are derived from CSX and Norfolk Southern and consist
principally of operating fees, equipment rent, and shared area usage fees. The nature of Conrail’s operating expenses also has
changed to reflect the new operations.  As a result, meaningful comparisons of 1999 and 1998 results are more difficult.

Conrail re p o rted net income of $26 million for 1999, compared with $267 million for 1998.  Operating revenues were $2.2 billion for
1999 vs. $3.9 billion for 1998, primarily reflecting the change in operations and a 2% decline in freight revenue for the five-month
period prior to integration. Operating expenses totaled $2.0 billion in 1999 and $3.3 billion in 1998. The decrease reflected the change
in operations in June, partially offset by higher casualty and other claims expenses. The 1999 operating expenses include net charg e s
of $180 million, $121 million after tax, principally to reflect the method of settlement of certain casualty liabilities based on the agre e-
ment between CSX, Norfolk Southern, and Conrail,  to adjust certain litigation and environmental re s e rves related to settlements and
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completion of site reviews, and to reflect the assumption of a lease obligation by CSX. Operating expenses in 1998 included a charg e
of $170 million, $105 million after tax, for severance benefits covering non-union employees, and other charges and re s e rves totaling
$132 million, $82 million after tax.  Conrail’s operating expenses also included transition-related costs of $60 million in 1999, princi-
pally employee training and technology integration expenses, and $149 million in 1998, principally employee retention bonuses and
technology integration costs.

1998 vs. 1997. Conrail reported net income of $267 million in 1998, compared with $7 million in 1997. Operating revenue totaled
$3.9 billion in 1998 vs. $3.8 billion in 1997, with the increase due principally to a 4% increase in traffic volume. All market groups
except automotive posted revenue increases for the year. Operating expenses totaled $3.3 billion in 1998 and $3.4 billion in 1997.
Operating expenses for 1998 included non-recurring charges for non-union severance and other expenses totaling $302 million,
$187 million after tax. The 1997 operating expenses included a $221 million charge associated with the termination of Conrail’s
Employee Stock Ownership Plan, which had no related income tax effect, as well as a charge of $173 million, $142 million after
tax, for stock compensation and executive severance costs related to the change in ownership. Additional transition expenses reflect-
ed in the 1998 total include $149 million in 1998, primarily for employee stay bonuses and technology integration costs, and $114
million in 1997, primarily for investment banking, legal and consulting fees and employee stay bonuses. Excluding the effects of
the acquisition-related compensation and transition costs, operating expenses increased 3% in 1998, primarily as a result of the
higher traffic volume and higher casualty and other claims expenses, partially offset by lower fuel costs.

Financial Condition and Liquidity. Conrail’s cash provided by operations of $396 million decreased by $331 million, or 46%, in
1999, and by $157 million, or 18%, in 1998. The 1999 decrease was principally due to the change in the company’s operations.
The decline in 1998 reflected higher incentive compensation payments and transition-related costs. Cash generated from opera-
tions is the principal source of liquidity and is primarily used for debt repayments and capital expenditures. Debt repayments totaled
$112 million in 1999 and $119 million in 1998. Capital expenditures totaled $176 million in 1999 and $537 million in 1998. The
significant decline in capital spending for 1999 reflected the change in operations.

Conrail had a working capital deficit of $194 million at Dec. 31, 1999, compared with a deficit of $202 million at Dec. 31, 1998.
The deficit at year-end 1999 resulted from reclassifying $250 million of long-term debt to current liabilities, reflecting the matu-
rity of the debt in June 2000. Conrail is expected to have sufficient cash flow to meet its ongoing obligations, principally from oper-
ating fees, rents, and shared area usage fees paid by CSX and Norfolk Southern.

D i v e s t i t u r e s  a n d  J o i n t  Ve n t u r e  I n v e s t m e n t
Sale of International Container-Shipping Assets
In July 1999, CSX entered into an agreement to sell certain assets comprising the international liner business of Sea-Land, 
its wholly owned container-shipping subsidiary, to A. P. Moller-Maersk Line (Maersk) for approximately $800 million, subject to
certain purchase price adjustments that depended on a detailed allocation and valuation of certain categories of assets. The trans-
action, which also involved Maersk assuming in excess of $800 million present value of Sea-Land operating lease obligations, closed
on Dec. 10, 1999.  

The international liner business operated approximately 75 container vessels and 200,000 containers in worldwide trades and com-
prised a majority of CSX’s container-shipping revenue. In addition to vessels and containers, Maersk acquired certain terminal facil-
ities and various other assets and related liabilities of the international liner business. The operating revenue associated with the
assets sold was approximately $2.8 billion in 1999, $3.0 billion in 1998, and $3.2 billion in 1997.

In accordance with FASB Statement No. 121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets
to Be Disposed Of,” CSX classified the international liner assets as “held for sale” in July when the agreement with Maersk was
signed. The company recorded a $315 million asset impairment charge in the third quarter to adjust the book value of the related
property, equipment and other long-lived assets to their fair value less cost to sell. In addition, in accordance with the provisions
of Statement No. 121, no depreciation was recorded on these assets after their classification as “held for sale.” Based on subsequent
accounting for the completed transaction, including adjustments to reflect asset allocations agreed to at closing, the company deter-
mined that the loss on sale was approximately $86 million higher than the third quarter charge. The final loss on sale of $401 mil-
lion, net of a $41 million benefit from the lower depreciation expense, reduced 1999 earnings by $360 million, $271 million after
tax, $1.27 per share. The agreement with Maersk provides for a post-closing adjustment to the sales price based on the final amount
of working capital conveyed, and the loss includes estimates of costs to terminate various contractual obligations of the company.
These matters are expected to be resolved in fiscal 2000 and will affect the final determination of the loss on sale. Net of purchase
price adjustments and cash balances conveyed to Maersk at closing, the company received cash proceeds of $751 million on the
sale. Through Dec. 31, 1999, a portion of the proceeds was used to reduce short-term debt, with the remainder invested in cash
equivalents and short-term investments. 

CSX retained the container-shipping business serving the U.S. domestic trade and part of the company’s international terminal
operations and will manage them separately. Management reporting and performance measures for these businesses have been
developed for fiscal year 2000. The company expects to revise its disclosures under FASB Statement No. 131, “Disclosures about
Segments of an Enterprise and Related Information,” in the first quarter of 2000 to report these as separate business segments;
however, it will not be practicable to provide comparative segment disclosures for prior years.

Sale of Grand Teton Lodge Subsidiary
In June 1999, CSX completed the sale of its Grand Teton Lodge resort subsidiary, located in Jackson Hole, Wyo., to Vail Resorts.
The transaction resulted in a net investment gain of $27 million, $17 million after tax, 8 cents per share. CSX received net cash
proceeds of $49 million.
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Conveyance of Barge Unit
In June 1998, CSX conveyed its barge unit, American Commercial Lines (ACL), to a venture formed with Vectura Group Inc.
(Vectura). CSX received cash proceeds of $695 million from the transaction, $67 million of which were used to repay certain out-
standing debt and other obligations of ACL and to pay expenses of the transaction. As part of the transaction, NMI Holdings LLC,
a wholly owned barge subsidiary of Vectura, was combined with ACL. CSX holds a 32% common interest in the venture.
Operating results for 1998 include a net investment gain of $154 million, $90 million after tax, 42 cents per share, primarily from
the ACL transaction.

O t h e r  M a t t e r s
Workforce Reduction Program
CSX recorded a charge of $55 million, $34 million after tax, 16 cents per share, in the fourth quarter of 1999 to recognize the cost
of a program to reduce the non-union workforce at its rail and intermodal units by approximately 800 positions. A voluntary early
retirement program completed in December accounted for approximately 680 of the position reductions, with the remainder
achieved through a combination of involuntary terminations and normal attrition. Approximately 75% of the retirements and sep-
arations occurred by the end of the year, with the remainder scheduled to occur over the first half of fiscal year 2000 as their job
responsibilities are reorganized or transitioned to other personnel. Early retirement benefits offered under the voluntary program
accounted for $24 million of the charge and will be paid from CSX’s pension and postre t i rement benefit  plans. Separation benefits
are being paid from cash generated by operations. Approximately half of the separation benefits were paid in 1999. On an annual-
ized basis, the workforce reduction program is expected to provide operating expense savings of approximately $65 million.

Federal Court Decision Affecting Mountaintop Coal Mining 
In October 1999, a federal district court judge ruled that certain mountaintop coal mining practices in West Virginia were in vio-
lation of the federal Clean Water Act and the federal Surface Mining and Control Reclamation Act. The decision, which is cur-
rently under appeal, could adversely affect CSX’s coal traffic and revenues if upheld.

New Orleans Tank Car Fire Litigation
In September 1997, a state court jury in New Orleans, La. returned a $2.5 billion punitive damages award against CSXT. The
award was made in a class-action lawsuit against a group of nine companies based on personal injuries alleged to have arisen from
a 1987 fire. The fire was caused by a leaking chemical tank car parked on CSXT tracks and resulted in the 36-hour evacuation of
a New Orleans neighborhood. In the same case, the court awarded a group of 20 plaintiffs compensatory damages of approximately
$2 million against the defendants, including CSXT, to which the jury assigned 15% of the responsibility for the incident. CSXT’s
liability under that compensatory damages award is not material, and adequate provision has been made for the award. 

In October 1997, the Louisiana Supreme Court set aside the punitive damages judgment, ruling the judgment should not have been
entered until all liability issues were resolved. In February 1999, the Louisiana Supreme Court issued a further decision, authoriz-
ing and instructing the trial court to enter individual punitive damages judgments in favor of the 20 plaintiffs who had received
awards of compensatory damages, in amounts representing an appropriate share of the jury’s award. The trial court on April 8, 1999
entered judgment awarding approximately $2 million in compensatory damages and approximately $8.5 million in punitive dam-
ages to those 20 plaintiffs. Approximately $6.2 million of the punitive damages awarded were assessed against CSXT. CSXT then
filed post-trial motions for a new trial and for judgment notwithstanding the verdict as to the April 8 judgment. 

The new trial motion was denied by the trial court in August of 1999. On Nov. 5, 1999, the trial court issued an opinion that grant-
ed CSXT’s motion for judgment notwithstanding the verdict and effectively reduced the amount of the punitive damages verdict
from $2.5 billion to $850 million. CSXT believes that this amount (or any amount of punitive damages) is unwarranted and intends
to pursue its full appellate remedies with respect to the 1997 trial as well as the trial judge’s decision on the motion for judgment
notwithstanding the verdict. The compensatory damages awarded by the jury in the 1997 trial were also substantially reduced by
the trial judge. A judgment reflecting the $850 million punitive award has been entered against CSXT. CSXT has obtained and
posted an appeal bond in the amount of $895 million, which will allow it to appeal the 1997 compensatory and punitive awards, as
reduced by the trial judge.

A trial for the claims of 20 additional plaintiffs for compensatory damages began on May 24, 1999. In early July, the jury in that
trial rendered verdicts totaling approximately $330 thousand in favor of 18 of those 20 plaintiffs. Two plaintiffs received nothing;
that is, the jury found that they had not proved any damages. Management believes this result, while still excessive, supports
CSXT’s contention that the punitive damages award was unwarranted.

CSXT continues to pursue an aggressive legal strategy. Management believes that an adverse outcome, if any, is not likely to be
material to CSX’s or CSXT’s overall results of operations or financial position, although it could be material to results of opera-
tions in a particular quarterly accounting period.

Environmental Management
CSX generates and transports hazardous and nonhazardous waste in its current and former operations, and is subject to federal,
state and local environmental laws and regulations. The company has identified 243 sites at which it is or may be liable for reme-
diation costs associated with alleged contamination or for alleged violations of environmental requirements. Approximately 115 of
these sites are or may be subject to remedial action under the federal Superfund statute or similar state statutes. Certain federal 
legislation imposes joint and several liability for the remediation of identified sites. Consequently, CSX’s ultimate environmental
liability may include costs relating to other parties, in addition to costs relating to its own activities at each site.

A liability of $53 million has been accrued for future costs at all sites where the company’s obligation is probable and where such costs
can be reasonably estimated. However, the ultimate cost could be higher or lower than the amounts currently provided. The liability
includes future costs for remediation and restoration of sites, as well as for ongoing monitoring costs, but excludes any anticipated
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recoveries from third parties. Cost estimates were based on information available for each site, financial viability of other potentially
responsible parties (PRPs), and existing technology, laws and regulations. CSX believes it has made adequate provision for its ultimate
s h a re of costs at sites subject to joint and several liability. However, the ultimate liability for remediation is difficult to determine with
c e rtainty because of the number of PRPs involved, site-specific cost-sharing arrangements with other PRPs, the degree of contami-
nation by various wastes, the scarcity and quality of data related to many of the sites, and/or the speculative nature of remediation costs.
The majority of the year-end 1999 environmental liability is expected to be paid out over the next five to seven years, funded by cash
generated from operations. Total expenditures associated with protecting the environment and remedial environmental cleanup and
monitoring eff o rts amounted to $35 million in 1999, compared with $34 million in 1998 and $36 million in 1997. During 2000, the
company expects to incur preventive and remedial environmental expenditures in the range of $35 million to $45 million. Future envi-
ronmental obligations are not expected to have a material impact on the results of operations or financial position of the company.

Ye a r  2 0 0 0  C o m p u t e r  T r a n s i t i o n
In 1996, CSX and each of its transportation subsidiaries began a comprehensive plan to address the potential exposure associated
with the Year 2000 computer problem. By the fourth quarter of 1999, all key phases of the company’s Year 2000 readiness plan were
completed and project teams made final preparations for the transition to Jan. 1, 2000. During the Year 2000 rollover weekend, no
major problems surfaced. 

CSX believes that its readiness plan was successfully executed, key objectives were met, and project teams adequately addressed all
significant Year 2000 issues. The company continues to assess technology-related problems as they occur to determine if they are
Year 2000 related. Detailed contingency plans remain in place and can be implemented if any Year 2000 problems occur. However,
based on the information gathered since January, CSX does not expect the Year 2000 event to cause any interruptions in business
operations or to adversely effect its customers.

The company has incurred total Year 2000 related costs of $70 million through the end of fiscal year 1999 and expects to incur
additional costs of approximately $2 million. To provide a consistent, objective method for identifying costs of the Year 2000 plan,
the company has classified expenditures as Year 2000 plan costs for reporting purposes only if they remedied only Year 2000 risks
and were otherwise unnecessary in the normal course of business.  The cost of the Year 2000 plan was expensed as incurred and
funded by cash generated from operations. 

B u s i n e s s  O u t l o o k  f o r  2 0 0 0
CSX enters fiscal year 2000 poised to build on its core rail and intermodal businesses and complemented by other transportation
interests that are solid performers. With the Conrail integration completed, the rail unit’s focus in 2000 will be on delivering
stronger financial performance by driving out costs, improving railroad operations and seizing growth opportunities on the expand-
ed network. The rail and intermodal units will work to capture merger synergies and restore customer satisfaction by improving
on-time performance and other key operating measures. Modest growth in the domestic economy is expected to continue in 2000,
which would be favorable for CSXT; however, CSXT’s export coal business shows no sign of recovering in the foreseeable future.
CSXT is currently engaged in negotiations with the bargaining representatives for its union employees, who represent the major-
ity of its employment base; the impact of these negotiations cannot be estimated at this time. CSXT will incur higher labor costs
in 2000 from cost-of-living increases provided under current union contracts unless new agreements are reached. Recent fuel price
increases have adversely impacted company earnings. If these price trends continue and if the company cannot pass these higher
costs through to its customers, the negative impact on fiscal year 2000 earnings is likely to be significant.

The sale of Sea-Land’s international liner business leaves CSX less vulnerable to the highly volatile global container-shipping mar-
kets. The retained Sea-Land businesses have experienced management teams and are expected to generate reliable earnings and
positive cash flow. CSX Lines expects to deliver stable quarterly earnings on annual revenues of approximately $700 million. CSX
World Terminals anticipates capitalizing on identified growth opportunities and should generate fiscal year 2000 revenues of
approximately $300 million. The contract logistics business expects continued double-digit growth and is working closely with the
surface transportation group to develop new and creative transportation and logistics solutions for customers.

F o rw a r d - l o o k i n g  S t a t e m e n t s
Estimates and forecasts in Management’s Discussion and Analysis and in other sections of this Annual Report are based on many
assumptions about complex economic and operating factors with respect to industry performance, general business and economic
conditions and other matters that cannot be predicted accurately and that are subject to contingencies over which the company has
no control. Such forward-looking statements are subject to uncertainties and other factors that may cause actual results to differ
materially from the views, beliefs, and projections expressed in such statements. The words “believe,” “expect,” “anticipate,” “pro-
ject,” and similar expressions signify forward-looking statements. Readers are cautioned not to place undue reliance on any 
forward-looking statements made by or on behalf of the company. Any such statement speaks only as of the date the statement was
made. The company undertakes no obligation to update or revise any forward-looking statement.

Factors that may cause actual results to differ materially from those contemplated by these forward-looking statements include,
among others, the following possibilities: (i) costs and operating difficulties related to the integration of Conrail may not be elim-
inated or resolved within the time frame currently anticipated; (ii) revenue and cost synergies expected from the integration of
Conrail may not be fully realized or realized within the time frame anticipated; (iii) general economic or business conditions, either
nationally or internationally, an increase in fuel prices, a tightening of the labor market or changes in demands of organized labor
resulting in higher wages, or increased benefits or other costs or disruption of operations may adversely affect the businesses of the
company; (iv) legislative or regulatory changes, including possible enactment of initiatives to reregulate the rail industry, may
adversely affect the businesses of the company; (v) possible additional consolidation of the rail industry in the near future may
adversely affect the operations and business of the company; and (vi) changes may occur in the securities and capital markets.
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Consolidated Statement of Earnings
(Millions of Dollars, Except Per Share Amounts)

Fiscal Years Ended
Dec. 31, 1999 Dec. 25, 1998 Dec. 26, 1997

Operating Income
Operating Revenue $ 10,811 $ 9,868 $ 10,621
Operating Expense 10,203 8,708 9,038
Operating Income 608 1,160 1,583

Other Income and Expense
Other Income 52 119 51
Interest Expense 521 506 451

Earnings
Earnings Before Income Taxes 139 773 1,183
Income Tax Expense 88 236 384
Earnings before Cumulative Effect of Accounting Change 51 537 799
Cumulative Effect on Prior Years of Accounting

Change for Insurance-related Assessments, Net of Tax (49) — —
Net Earnings $ 2 $ 537 $ 799

Per Common Share
Earnings Per Share:

Before Cumulative Effect of Accounting Change $ .24 $ 2.55 $      3.80
Cumulative Effect of Accounting Change (.23) — —
Including Cumulative Effect of Accounting Change $ .01 $ 2.55 $      3.80

Earnings Per Share, Assuming Dilution:
Before Cumulative Effect of Accounting Change $ .24 $ 2.51 $      3.72
Cumulative Effect of Accounting Change (.23) — —
Including Cumulative Effect of Accounting Change $ .01 $ 2.51 $      3.72

Average Common Shares Outstanding (Thousands) 210,616 210,860 209,979
Average Common Shares Outstanding, Assuming Dilution (Thousands) 212,696 214,196 214,445
Cash Dividends Paid Per Common Share $ 1.20 $ 1.20 $      1.08

See accompanying Notes to Consolidated Financial Statements.
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Consolidated Statement of Cash Flows
(Millions of Dollars)

Fiscal Years Ended
Dec. 31, 1999 Dec. 25, 1998 Dec. 26, 1997

Operating Activities
Net Earnings $ 2 $ 537 $ 799
Adjustments to Reconcile Net Earnings to Net Cash Provided

Cumulative Effect of Accounting Change 49 — —
Depreciation 621 630 646
Deferred Income Taxes (19) 296 190
Loss on Sale of International Container-Shipping Assets 401 — —
Workforce Reduction Program 55 — —
Net Investment Gains (27) (154) —
Equity in Conrail Earnings – Net 2 (141) (102) 
Other Operating Activities 8 (78) (28)
Changes in Operating Assets and Liabilities

Accounts Receivable (621) 19 (99)
Other Current Assets 41 (82) (2)
Accounts Payable 301 55 39 
Other Current Liabilities 258 (82) 115

Net Cash Provided by Operating Activities 1,071 1,000 1,558

Investing Activities
Property Additions (1,517) (1,479) (1,125)
Net Proceeds from Sale of International Container-Shipping Assets 751 — —
Net Proceeds from Conveyance of Barge Subsidiary — 628 —
Investment in Conrail (2) (13) (2,163)
Short-term Investments – Net 94 6 (119)
Other Investing Activities 92 (12) 59 

Net Cash Used by Investing Activities (582) (870) (3,348)

Financing Activities
Short-term Debt – Net 187 61 (209)
Long-term Debt Issued 284 1,153 2,530
Long-term Debt Repaid (126) (1,132) (398)
Cash Dividends Paid (262) (262) (235)
Common Stock Reacquired — (103) (11)
Other Financing Activities (51) 7 (4)

Net Cash Provided (Used) by Financing Activities 32 (276) 1,673
Net Increase (Decrease) in Cash and Cash Equivalents 521 (146) (117)

Cash, Cash Equivalents and Short-term Investments
Cash and Cash Equivalents at Beginning of Year 105 251 368
Cash and Cash Equivalents at End of Year 626 105 251
Short-term Investments at End of Year 348 428 439
Cash, Cash Equivalents and Short-term Investments at End of Year $ 974 $ 533 $ 690

Supplemental Cash Flow Information
Interest Paid – Net of Amounts Capitalized $ 523 $ 498 $ 423
Income Taxes Paid $ 58 $ 154 $ 141

See accompanying Notes to Consolidated Financial Statements.



32

Consolidated Statement of Financial Position
(Millions of Dollars)

Dec. 31, 1999 Dec. 25, 1998

Assets
Current Assets 

Cash, Cash Equivalents and Short-term Investments $ 974 $ 533
Accounts Receivable 1,135 898
Materials and Supplies 220 225
Deferred Income Taxes 135 128
Other Current Assets 99 200

Total Current Assets 2,563 1,984

Properties 17,526 18,678
Accumulated Depreciation (5,269) (6,033)

Properties – Net 12,257 12,645

Investment in Conrail 4,663 4,798
Affiliates and Other Companies 410 448
Other Long-term Assets 827 552

Total Assets $20,720 $20,427

Liabilities
Current Liabilities 

Accounts Payable $ 1,197 $ 1,216
Labor and Fringe Benefits Payable 436 462
Casualty, Environmental and Other Reserves 271 283
Current Maturities of Long-term Debt 349 100
Short-term Debt 574 187
Other Current Liabilities 646 352

Total Current Liabilities 3,473 2,600

Casualty, Environmental and Other Reserves 767 645
Long-term Debt 6,196 6,432
Deferred Income Taxes 3,227 3,173
Other Long-term Liabilities 1,301 1,697

Total Liabilities 14,964 14,547

Shareholders’ Equity
Common Stock, $1 Par Value 218 217
Other Capital 1,525 1,489
Retained Earnings 4,034 4,294
Accumulated Other Comprehensive Loss (21) (120)

Total Shareholders’ Equity 5,756 5,880
Total Liabilities and Shareholders’ Equity $20,720 $20,427

See accompanying Notes to Consolidated Financial Statements.
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Consolidated Statement of Changes in Shareholders’ Equity
(Millions of Dollars)

Common Shares Accumulated Other
Outstanding Common Other Retained Comprehensive
(Thousands) Stock Capital Earnings Loss Total

Balance Dec. 27, 1996 216,885 $ 217 $ 1,433 $ 3,455 $ (110) $ 4,995
Comprehensive Earnings:

Net Earnings — — — 799 — 799
Adjustment of Minimum Pension Liability,

Net of $45 Income Taxes — — — — 87 87
Comprehensive Earnings 886

Dividends — — — (235) — (235)
Common Stock Issued (Repurchased) – Net 1,425 1 119 — — 120

Balance Dec. 26, 1997 218,310 218 1,552 4,019 (23) 5,766
Comprehensive Earnings:

Net Earnings — — — 537 — 537
Adjustment of Minimum Pension Liability,

Net of $54 Income Taxes — — — — (94) (94)
Other – Net — — — — (3) (3)
Comprehensive Earnings 440

Dividends — — — (262) — (262)
Common Stock Issued (Repurchased) – Net (1,191) (1) (63) — — (64)

Balance Dec. 25, 1998 217,119 217 1,489 4,294 (120) 5,880
Comprehensive Earnings:

Net Earnings — — — 2 — 2
Adjustment of Minimum Pension Liability,

Net of $56 Income Taxes — — — — 99 99
Comprehensive Earnings 101

Dividends — — — (262) — (262)
Common Stock Issued (Repurchased) – Net 1,325 1 36 — — 37
Balance Dec. 31, 1999 218,444 $ 218 $ 1,525 $ 4,034 $ (21) $ 5,756

See accompanying Notes to Consolidated Financial Statements.
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N o t e  1 .  S i g n i f i c a n t  A c c o u n t i n g  P o l i c i e s .
Nature of Operations
CSX Corporation (CSX) is a freight transportation company with principal business units providing rail, intermodal, container- s h i p-
ping, and contract logistics services. Rail transportation services are provided principally throughout the eastern United States and
accounted for slightly more than half of the company’s 1999 operating revenue. Intermodal services are provided through a dedi-
cated network of terminals and facilities across North America and accounted for nearly 10% of operating revenue in 1999.
C o n t a i n e r-shipping services were provided in the United States and more than 80 countries and territories throughout the world
and accounted for more than a third of 1999 operating revenue. In December 1999, CSX sold its international container- s h i p p i n g
liner operations (see Note 4.), but continues to own and operate its domestic container-shipping and terminal management busi-
nesses. Contract logistics services are provided principally in the United States and accounted for nearly 5% of the company’s 1999
operating re v e n u e .

Rail shipments include merchandise traffic, automobiles and related products, and coal, coke and iron ore. Merchandise traffic com-
prised nearly 60% of rail revenue in 1999, while automotive traffic accounted for nearly 15% and coal, coke and iron ore account-
ed for slightly more than 25%. Merchandise traffic includes chemicals, paper and forest products, agricultural products, minerals,
metals, phosphates and fert i l i z e r, and food and consumer products.  Coal shipments originate principally from mining locations in
the eastern United States and primarily supply domestic utility and export markets.

Principles of Consolidation
The Consolidated Financial Statements include CSX and its majority-owned subsidiaries. All significant intercompany accounts
and transactions have been eliminated. Investments in companies that are not majority-owned are carried at either cost or equity,
depending on the extent of control.

Fiscal Year
CSX follows a 52/53 week fiscal reporting calendar. Fiscal year 1999 consisted of 53 weeks. Fiscal years 1998 and 1997 consisted
of 52 weeks. A 52-week fiscal year consists of four 13-week quarters; a 53-week year reports an extra week in the first quarter.

Earnings Per Share
References to earnings per share in the Notes to Consolidated Financial Statements assume dilution.

Cash, Cash Equivalents and Short-term Investments
Cash in excess of current operating requirements is invested in various short-term instruments carried at cost that approximates
market value. Those short-term investments having a maturity of three months or less at the date of acquisition are classified as
cash equivalents. 

Materials and Supplies
Materials and supplies consist primarily of fuel and items for maintenance of pro p e rty and equipment, and are carried at aver-
age cost.

Properties
All properties are stated at cost, less an allowance for accumulated depreciation. Main-line track on the rail system is depreciated
using a composite straight-line method. All other property and equipment is depreciated on a straight-line basis over estimated use-
ful lives of three to 50 years.

Regulations enforced by the Surface Transportation Board (STB) of the U.S. Department of Transportation require periodic for-
mal studies of ultimate service lives for all railroad assets. Resulting service life estimates are subject to review and approval by the
STB. For retirements or disposals of depreciable rail assets that occur in the ordinary course of business, the asset cost (net of sal-
vage value or sales proceeds) is charged to accumulated depreciation and no gain or loss is recognized. For re t i rements or disposa l s
of depreciable assets of non-rail businesses, and for all dispositions of land, gains or losses are recognized at the time of disposal.
Expenditures that significantly increase asset values or extend useful lives are capitalized. Repair and maintenance expenditures are
charged to operating expense when the work is performed. 

Properties and other long-lived assets are reviewed for impairment whenever events or business conditions indicate the carrying
amount of such assets may not be fully recoverable. Initial assessments of recoverability are based on estimates of undiscounted
future net cash flows associated with an asset or a group of assets. Where impairment is indicated, the assets are evaluated for sale
or other disposition, and their carrying amount is reduced to fair value based on discounted net cash flows or other estimates of
fair value.

Revenue and Expense Recognition
Surface transportation (rail and intermodal) revenue and expense are recognized proportionately as freight moves from origin to
destination. Marine transportation (container-shipping) revenue and a corresponding accrual for the estimated cost to complete
delivery are recorded when cargo first sails from its port of origin.

Notes to Consolidated Financial Statements
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Environmental Costs
Environmental costs are charged to expense when they relate to an existing condition caused by past operations and do not con-
tribute to current or future revenue generation. Liabilities are recorded when CSX’s responsibility for environmental remedial
efforts is deemed probable and the costs can be reasonably estimated. Generally, the timing of these accruals coincides with the
completion of a feasibility study or the company’s commitment to a formal plan of action.

Stock-based Compensation
The company records expense for stock-based compensation in accordance with the provisions of Accounting Principles Board
(APB) Opinion No. 25, “Accounting for Stock Issued to Employees,” and related Interpretations. Disclosures required with respect
to the alternative fair value measurement and recognition methods prescribed by Financial Accounting Standards Board (FASB)
Statement No. 123, “Accounting for Stock-Based Compensation,” are presented in Note 15 – Stock Plans.

Prior-year Data 
Certain prior-year data have been reclassified to conform to the 1999 presentation.

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires that management
make estimates in reporting the amounts of certain revenues and expenses for each fiscal year and certain assets and liabilities at
the end of each fiscal year. Actual results may differ from those estimates.

Comprehensive Earnings
CSX reports comprehensive earnings (loss) in accordance with FASB Statement No. 130, “Reporting Comprehensive Income,” in
the Consolidated Statement of Changes in Shareholders’ Equity. Accumulated other comprehensive loss at Dec. 31, 1999 and Dec.
25, 1998, consists of minimum pension liability adjustments ($15 million and $114 million, respectively) and foreign currency
translation adjustments and other ($6 million and $6 million, respectively).

Accounting Pronouncements
The FASB has issued Statement No. 137, “Accounting for Derivative Instruments and Hedging Activities — Deferral of Effective
Date of FASB Statement No. 133,” which postpones the effective date of FASB Statement No. 133 until fiscal quarters of all fiscal
years beginning after June 15, 2000. Statement No. 133 requires companies to record derivatives on the statement of financial posi-
tion, measured at fair value. The statement also sets forth new accounting rules for gains or losses resulting from changes in the
values of derivatives. While CSX does not currently use derivative financial instruments, and its historical use of such instruments
has not been material, the company plans to adopt this statement in the first quarter of 2001 to the extent it may apply at that time.
The company would not expect the adoption of Statement No. 133 to have a material impact on its financial statements.

N o t e  2 .  C h a n g e  i n  M e t h o d  o f  A c c o u n t i n g  f o r  I n s u r a n c e - R e l a t e d  A s s e s s m e n t s .
CSX adopted the American Institute of Certified Public Accountants’ Statement of Position No. 97-3, “Accounting by Insurance
and Other Enterprises for Insurance-Related Assessments,” (SOP No. 97-3) effective as of the beginning of fiscal year 1999. SOP
No. 97-3 re q u i res companies to accrue assessments related to workers’ compensation second injury funds and is applicable to CSX
with respect to certain assessments incurred by Sea-Land Service, Inc. (Sea-Land), the company’s container-shipping unit. The
assessments relate to employees who have experienced second injuries over periods dating back to the 1970s and are receiving a dis-
ability benefit. Pre v i o u s l y, the assessments were charged to expense in the fiscal year they were paid. As a result of adopting SOP No.
97-3, the company re c o rded a non-cash charge of $78 million, $49 million after tax, 23 cents per share, to reflect the cumulative
e ffect on prior years of the accounting change. Had the accounting change been applied re t ro a c t i v e l y, the effect on net earnings and
related per share amounts would not have been material to any period pre s e n t e d .

N o t e  3 .  I n v e s t m e n t  i n  a n d  I n t e g r a t e d  R a i l  O p e r a t i o n s  w i t h  C o n r a i l .
Background
CSX and Norfolk Southern Corporation (Norfolk Southern) completed the acquisition of Conrail Inc. (Conrail) in May 1997. Conrail
owns the primary freight railroad system serving the nort h e a s t e rn United States, and its rail network extends into several midwestern
states and into Canada. CSX and Norfolk Southern, through a jointly owned acquisition entity, hold economic interests in Conrail of
42% and 58%, re s p e c t i v e l y, and voting interests of 50% each. CSX and Norfolk Southern received regulatory approval from the
Surface Transportation Board (STB) to exercise joint control over Conrail in August 1998 and subsequently began integrated rail
operations over allocated portions of the Conrail lines in June 1999. 

The rail subsidiaries of CSX and Norfolk Southern operate their respective portions of the Conrail system pursuant to various oper-
ating agreements that took effect on June 1, 1999. Under these agreements, the railroads pay operating fees to Conrail for the use
of right-of-way and rent for the use of equipment. Conrail continues to provide rail service in certain shared geographic areas for
the joint benefit of CSX and Norfolk Southern for which it is compensated on the basis of usage by the respective railroads. The
majority of Conrail’s operations workforce transferred to CSX or Norfolk Southern, although certain operations personnel, as well
as certain management and administrative employees, remain at Conrail to oversee its ongoing business activities. As a result of the
acquisition, a number of positions were eliminated and certain duplicate facilities were closed.
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N o t e  3 .  I n v e s t m e n t  i n  a n d  I n t e g r a t e d  R a i l  O p e r a t i o n s  w i t h  C o n r a i l  ( c o n t ’ d ) .
Acquisition Accounting by the Jointly Owned Entity and CSX
The jointly owned entity has accounted for the acquisition of Conrail as a purchase business combination effective as of the August
1998 control date. At that time, its investment in Conrail was approximately $10.2 billion, consisting of the original $9.8 billion
purchase price plus equity in Conrail’s earnings, net of purchase price amortization, since the May 1997 acquisition date. This
amount has been allocated to reflect the fair values of Conrail’s assets and liabilities as follows (in millions):

Current Assets $ 879
Property and Equipment, Net 17,832
Other Assets 1,122
Current Liabilities (1,279)
Long-term Debt (1,891)
Deferred Income Taxes (5,595)
Other Liabilities (868)

Total $10,200

The jointly owned entity’s purchase price allocation included a provision of $280 million for the cost to Conrail of separating non-
union employees whose positions were eliminated as a result of the acquisition. CSX separately recorded liabilities totaling approx-
imately $400 million to provide for other acquisition-related obligations it is required to fund, including separation and relocation
costs for Conrail union employees, relocation costs for Conrail non-union employees, and costs associated with the closure of 
certain Conrail facilities. CSX increased its investment in Conrail on the statement of financial position as a result of recording
these separate obligations.  

Under STB restrictions, CSX and Norfolk Southern did not have complete access to Conrail’s pro p e rties and re c o rds and also
w e re prevented from negotiating labor implementing agreements prior to the August 1998 control date. As a result, the amounts
initially re c o rded by the jointly owned entity and by CSX for separation costs and other acquisition-related obligations were pre-
l i m i n a ry and were adjusted to reflect refinements identified as CSX and Norfolk Southern completed their integration of the
Conrail network. These adjustments did not have a significant effect on the purchase price allocation. 

Conrail Financial Information
Summary financial information for Conrail for its fiscal years ended Dec. 31, 1999, 1998 and 1997 is as follows:

Conrail’s operating results for 1999 were significantly impacted by the changes in its business resulting from the integration with
CSX and Norfolk Southern. Effective June 1, 1999, Conrail’s major sources of revenue are derived from CSX and Norfolk
Southern and consist principally of operating fees, equipment rent, and shared area usage fees. The nature of Conrail’s operating
expenses also has changed to reflect the new operations. In addition, Conrail’s 1999 operating results included after-tax expenses
of $121 million principally to reflect the method of settlement of certain casualty liabilities based on the agreement between CSX,
Norfolk Southern and Conrail, to adjust certain litigation and environmental reserves related to settlements and completion of site
reviews, and to reflect the assumption of a lease obligation by CSX. Certain of these items were considered by the joint acquisition
entity in its fair value allocation of Conrail’s assets and liabilities and, accordingly, were excluded in determining the equity in
Conrail’s net income recorded by CSX. 

C o n r a i l ’s operating results for the years ended Dec. 31, 1998, and 1997 included certain charges related to the acquisition. The 1998
charges totaled $187 million on an after-tax basis and reflected the accrual of separation costs for non-union employees below the
executive level. The 1997 charges totaled $363 million on an after-tax basis and reflected the accrual of separation costs for Conrail
executives, as well as the vesting of benefits under certain stock compensation plans and the termination of Conrail’s Employee
Stock Ownership Plan. The jointly owned entity accounted for these costs as part of the fair value allocation and CSX accord i n g l y
excluded them in determining its equity in Conrail’s net income. Excluding the charges, Conrail’s net income totaled $454 million
for the year ended Dec. 31, 1998, and $370 million for the year ended Dec. 31, 1997.

CSX’s Accounting for its Investment in and Integrated Rail Operations with Conrail
Upon integration, substantially all of Conrail’s customer freight contracts were assumed by CSX and Norfolk Southern. As a result,
beginning June 1, 1999, CSX’s rail and intermodal operating revenue includes revenue from traffic previously moving on Conrail.
Operating expenses reflect corresponding increases for costs incurred to handle the new traffic and operate the former Conrail
lines. Effective June 1, 1999, rail operating expenses also include a new expense category, “Conrail Operating Fee, Rent and
Services,” which reflects payments to Conrail for the use of right-of-way and equipment; as well as charges for transportation,
switching, and terminal services provided by Conrail in the shared areas operated for the joint benefit of CSXand Norfolk
Southern. The new expense category also includes amortization of the fair value write-up arising from the acquisition of Conrail,
as well as CSX’s proportionate share of Conrail’s net income or loss recognized under the equity method of accounting. Prior to

Years Ended Dec. 31,
1999 1998 1997

Income Statement Information:
Revenues $2,174 $3,863 $3,765
Income from Operations 128 515 322
Net Income 26 267 7

Dec. 31,
1999 1998

Balance Sheet Information:
Current Assets $   669 $1,005
Property and Equipment and Other Assets 7,714 8,039
Total Assets 8,383 9,044
Current Liabilities 863 1,207
Long-term Debt 1,302 1,609
Total Liabilities 4,564 5,244
Stockholders’ Equity 3,819 3,800
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the June 1, 1999 integration, CSX recorded its share of Conrail’s net income, less amortization of the fair value write-up, and acqui-
sition and transition expenses, in other income (expense) in the Consolidated Statement of Earnings.

As previously outlined, CSX and Norfolk Southern completed the joint acquisition of Conrail in May 1997. At that time, CSX’s
economic interest in Conrail increased to 42% from approximately 20%. Had CSX held its 42% interest in Conrail from the
beginning of the fiscal year, its net earnings for the year ended Dec. 26, 1997, would have been reduced by $28 million to $771
million, $3.60 per share, reflecting additional amounts for equity in Conrail’s net income, amortization of the fair value write-up,
and interest on the acquisition debt.

Transactions With Conrail
The agreement under which CSX operates its allocated portion of the Conrail route system has an initial term of 25 years and may
be renewed at CSX’s option for two five-year terms.  Operating fees paid to Conrail under the agreement are subject to adjustment
e v e ry six years based on the fair value of the underlying system. Lease agreements for the Conrail equipment operated by CSX cover
v a rying terms. CSX is responsible for all costs of operating, maintaining, and improving the routes and equipment under these agre e-
ments. Future minimum payments to Conrail under the operating, equipment and shared area agreements total $247 million for 2000,
$240 million for 2001, $248 million for 2002, $256 million for 2003, $261 million for 2004, and $4.4 billion for years after 2004.

At Dec. 31, 1999, CSX had $53 million in amounts receivable from Conrail, principally for reimbursement of certain capital
improvement costs and accrued vacation for former Conrail employees who joined CSX in June 1999. CSX has recorded a corre-
sponding vacation liability and will pay the employees as they take vacation. Conrail advances its available cash balances to CSX
and Norfolk Southern under variable-rate demand loan agreements. At Dec. 31, 1999, Conrail had advanced $93 million to CSX
under this arrangement at an interest rate of 5.6%. CSX also had amounts payable to Conrail of approximately $105 million rep-
resenting expenses incurred under the operating, equipment, and shared area agreements.

N o t e  4 .  D i v e s t i t u r e s  a n d  J o i n t  Ve n t u r e  I n v e s t m e n t .
Sale of International Container-Shipping Assets
In July 1999, CSX entered into an agreement to sell certain assets comprising the international liner business of Sea-Land to 
A. P. Moller-Maersk Line (Maersk) for approximately $800 million, subject to certain purchase price adjustments that depended
on a detailed allocation and valuation of certain categories of assets. The transaction, which also involved Maersk assuming in
excess of $800 million present value of Sea-Land operating lease obligations, closed on Dec. 10, 1999. 

The international liner business operated approximately 75 container vessels and 200,000 containers in worldwide trades and com-
prised a majority of CSX’s container-shipping revenue. In addition to vessels and containers, Maersk acquired certain terminal
facilities and various other assets and related liabilities of the international liner business. The operating revenue associated with
the assets sold was approximately $2.8 billion for 1999, $3.0 billion in 1998, and $3.2 billion in 1997.

In accordance with FASB Statement No. 121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets
to Be Disposed Of,” CSX classified the international liner assets as “held for sale” in July when the agreement with Maersk was
signed. The company recorded a $315 million asset impairment charge in the third quarter to adjust the book value of the related
property, equipment and other long-lived assets to their fair value less cost to sell. In addition, in accordance with the provisions
of Statement No. 121, no depreciation was recorded on these assets after their classification as “held for sale.” Based on subsequent
accounting for the completed transaction, including adjustments to reflect asset allocations agreed to at closing, the company deter-
mined that the loss on sale was approximately $86 million higher than the third quarter charge. The final loss on sale of $401 mil-
lion, net of a $41 million benefit from the lower depreciation expense, reduced 1999 earnings by $360 million, $271 million after
tax, $1.27 per share. The agreement with Maersk provides for a post-closing adjustment to the sales price based on the final amount
of working capital conveyed, and the loss includes estimates of costs to terminate various contractual obligations of the company.
These matters are expected to be resolved in fiscal 2000 and will affect the final determination of the loss on sale.  Net of purc h a s e
price adjustments and cash balances conveyed to Maersk at closing, the company received cash proceeds of $751 million on the sale.
T h rough Dec. 31, 1999, a portion of the proceeds was used to reduce short - t e rm debt, with the remainder invested in cash equiva-
lents and short - t e rm investments.

CSX retained the container-shipping business serving the U.S. domestic trade and part of the company’s international terminal oper-
ations and will manage them separately. Management re p o rting and perf o rmance measures for these businesses have been developed
for fiscal year 2000. The company expects to revise its disclosures under FASB Statement No. 131, “Disclosures about Segments of
an Enterprise and Related Information,” in the first quarter of 2000 to re p o rt these as separate business segments; however, it will
not be practicable to provide comparative segment disclosures for prior years.

Sale of Grand Teton Lodge Subsidiary
In June 1999, CSX completed the sale of its Grand Teton Lodge resort subsidiary, located in Jackson Hole, Wyo., to Vail Resorts.
The transaction resulted in a net investment gain of $27 million, $17 million after tax, 8 cents per share. CSX received net cash
proceeds of $49 million.

Conveyance of Barge Subsidiary to Joint Venture
On June 30, 1998, CSX conveyed its wholly owned barge subsidiary, American Commercial Lines LLC (ACL), to a venture formed
with Vectura Group Inc. (Vectura). As part of the transaction, NMI Holdings LLC, a wholly owned barge subsidiary of Vectura,
was combined with ACL. CSX received cash proceeds of $695 million from the transaction, $67 million of which were used to
repay certain outstanding debt and other obligations of ACL and to pay expenses of the transaction. Operating results for the year
ended Dec. 25, 1998, include a net investment gain of $154 million, $90 million after tax, 42 cents per share, primarily from the
ACL transaction.
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N o t e  4 .  D i v e s t i t u r e s  a n d  J o i n t  Ve n t u r e  I n v e s t m e n t  ( c o n t ’ d ) .
Conveyance of Barge Subsidiary to Joint Venture (cont’d)
CSX has a 32% common ownership in the new venture. Due to the reduction in its ownership interest, CSX has accounted for its
investment in the venture under the equity method for the fiscal years ended Dec. 25, 1998 and Dec 31, 1999. For periods prior
to fiscal year 1998, ACL was accounted for as a consolidated subsidiary.

N o t e  5 .  Wo r k f o r c e  R e d u c t i o n  P r o g r a m .
CSX recorded a charge of $55 million, $34 million after tax, 16 cents per share, in the fourth quarter of 1999 to recognize the cost
of a program to reduce the non-union workforce at its rail and intermodal units by approximately 800 positions. A voluntary early
retirement program completed in December accounted for approximately 680 of the position reductions, with the remainder
achieved through a combination of involuntary terminations and normal attrition. Approximately 75% of the retirements and sep-
arations occurred by the end of the year, with the remainder scheduled to occur over the first half of fiscal year 2000 as their job
responsibilities are reorganized or transitioned to other personnel. Early retirement benefits offered under the voluntary program
accounted for $24 million of the charge and will be paid from CSX’s pension and postretirement benefit plans. Separation benefits
are being paid from cash generated by operations. Approximately half of the separation benefits were paid in 1999. Substantially
all of the remaining amounts will be paid in fiscal year 2000 and are included in “Labor and Fringe Benefits Payable” in the con-
solidated statement of financial position.

N o t e  6 .  O p e r a t i n g  E x p e n s e .  
1999 1998 1997

Labor and Fringe Benefits $ 3,471 $3,140 $3,226
Materials, Supplies and Other 2,662 2,487 2,511
Conrail Operating Fee, Rent and Services 280 — —
Building and Equipment Rent 1,211 1,102 1,111
Inland Transportation 1,044 996 1,003
Depreciation 595 609 620
Fuel 484 404 567
Loss on Sale of International Container-Shipping Assets 401 — —
Workforce Reduction Program 55 — —
Restructuring Credit — (30) —

Total $10,203 $8,708 $9,038
Selling, General and Administrative Expense Included in Above Items $ 1,098 $1,165 $1,106

N o t e  7 .  O t h e r  I n c o m e .
1999 1998 1997

Interest Income $ 47 $ 52 $ 53
Income from Real Estate and Resort Operations(a) 74 47 71
Net Investment Gain (b) 27 154 —
Net Losses from Accounts Receivable Sold (31) (30) (29)
Minority Interest (40) (35) (41)
Net Income (Loss) from Investment in Conrail (42) (39) 34
Equity Earnings of Other Affiliates 17 27 6
Foreign Currency Loss (4) (16) (1)
Miscellaneous 4 (41) (42)

Total $ 52 $119 $ 51

(a) Gross revenue from real estate and resort operations was $204 million, $194 million and $206 million in 1999, 1998 and 1997, respectively.

(b) The $27 million net investment gain recognized in 1999 was attributable to the sale of the Grand Teton Lodge Company. The $154 million net gain in 1998 was primarily attrib-
utable to the conveyance of the company’s barge subsidiary to a joint venture. See Note 4.

N o t e  8 .  I n c o m e  Ta x e s .
Earnings from domestic and foreign operations and related income tax expense are as follows:

1999 1998 1997

Earnings Before Income Taxes:
— Domestic $ 82 $564 $   987
— Foreign 57 209 196

Total Earnings Before Income Taxes $139 $773 $1,183

Income Tax Expense (Benefit):
Current — Federal $ 76 $ (93) $   143

— Foreign 31 38 35
— State 3 (5) 16

Total Current 110 (60) 194

Deferred — Federal (77) 260 168
— Foreign 4 2 1
— State 51 34 21

Total Deferred (22) 296 190
Total Income Tax Expense $ 88 $236 $   384
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Income tax expense reconciled to the tax computed at statutory rates is as follows:

1999 1998 1997

Tax at Statutory Rates $49 35% $271 35% $414 35%
State Income Taxes 7 5 19 2 24 2
Equity in Conrail Net Income (4) (3) (49) (6) (30) (2)
Loss on Sale of International Container-Shipping Assets 43 31 — — — —
Other Items (7) (5) (5) — (24) (2)

Income Tax Expense $88 63% $236 31% $384 33%

The significant components of deferred tax assets and liabilities include:

Dec. 31, 1999 Dec. 25, 1998

Deferred Tax Assets:
Productivity/Restructuring Charges $ 133 $ 139
Employee Benefit Plans 309 406
Other 502 527

Total 944 1,072

Deferred Tax Liabilities:
Accelerated Depreciation 3,256 3,334
Other 780 783 

Total 4,036 4,117 
Net Deferred Tax Liabilities $3,092 $3,045 

The sale of certain assets comprising the international liner business of Sea-Land (Note 4.) increased the effective deferred state
income tax rate which is applied to the company’s cumulative temporary differences.

In addition to the annual provision for deferred income tax expense, the change in the year-end net deferred income tax liability 
balances included the income tax effect of the changes in the minimum pension liability in 1999 and 1998, the income tax effect of
the transfer of certain assets and obligations from Conrail’s primary defined benefit pension plan to the CSX pension plan in 1999,
and the income tax effect of accruing assessments related to workers compensation second injury funds in accordance with SOP
No. 97-3 in 1999.

The company has not re c o rded domestic deferred or additional foreign income taxes applicable to undistributed earnings of fore i g n
subsidiaries that are considered to be indefinitely reinvested. Such earnings amounted to $172 million and $205 million at Dec. 31,
1999 and Dec. 25, 1998, re s p e c t i v e l y. These amounts may become taxable upon their remittance as dividends or upon the sale or liq-
uidation of these foreign subsidiaries. It is not practicable to determine the amount of net additional income tax that may be payable
if such earnings were re p a t r i a t e d .

The company files a consolidated federal income tax return, which includes its principal domestic subsidiaries. Examinations of the
federal income tax returns of CSX have been completed through 1990. Returns for 1991 through 1996 are currently under exam-
ination. Management believes adequate provision has been made for any adjustments that might be assessed.

N o t e  9 .  A c c o u n t s  R e c e i v a b l e .
The company sells revolving interests in its rail accounts receivable to public investors through a securitization program and to a
financial institution through commercial paper conduit programs. The accounts receivable are sold, without recourse, to a wholly
owned, special-purpose subsidiary, which then transfers the receivables, with recourse, to a master trust. The securitization and con-
duit programs are accounted for as sales in accordance with FASB Statement No. 125, “Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities.” Receivables sold under these arrangements are excluded from accounts re c e i v-
able in the consolidated statement of financial position. In June 1998, the company replaced an expiring securitization program with
a new program and reduced the amount of receivables sold under the conduit programs. At Dec. 31, 1999, the agreements pro v i d e
for the sale of up to $350 million in receivables through the securitization program and $50 million through the conduit pro g r a m s .

At Dec. 31, 1999 and Dec. 25, 1998, the company had sold $347 million of accounts receivable; $300 million through the securi-
tization program and $47 million through the conduit programs. The certificates issued under the securitization program bear
interest at 6% annually and mature in June 2003. Receivables sold under the conduit program require yield payments based on pre-
vailing commercial paper rates plus incremental fees. Losses recognized on the sale of accounts receivable totaled $31 million, $30
million, and $29 million in 1999, 1998 and 1997, respectively.

The company has retained the responsibility for servicing accounts receivable transferred to the master trust. The average serv i c i n g
period is approximately one month. No servicing asset or liability has been recorded since the fees the company receives for ser-
vicing the receivables approximate the related costs.

The company maintains an allowance for doubtful accounts based upon the expected collectibility of accounts receivable, includ-
ing receivables transferred to the master trust. Allowances for doubtful accounts of $81 million and $92 million have been applied
as a reduction of accounts receivable at Dec. 31, 1999 and Dec. 25, 1998, respectively.
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N o t e  1 0 .  P r o p e rt i e s .
Dec. 31, 1999 Dec. 25, 1998
Accumulated Accumulated 

Cost Depreciation Net Cost Depreciation Net
Rail:
Road $10,534 $2,641 $ 7,893 $10,202 $ 2,745 $  7,457
Equipment 5,243 1,983 3,260 4,762 1,806 2,956

Total Rail 15,777 4,624 11,153 14,964 4,551 10,413
Container-shipping 600 339 261 2,662 1,204 1,458
Other 1,149 306 843 1,052 278 774

Total $17,526 $5,269 $12,257 $18,678 $ 6,033 $12,645

N o t e  1 1 .  C a s u a l t y ,  E n v i r o n m e n t a l  a n d  O t h e r  R e s e r v e s .  
Activity related to casualty, environmental and other reserves is as follows:

Casualty and Environmental Separation
Other Reserves(a)(b) Reserves(a) Liabilities(a)(c) Total

Balance Dec. 27, 1996 $ 534 $117 $ 370 $1,021
Charged to Expense 277 12 — 289
Payments (249) (30) (22) (301)
Balance Dec. 26, 1997 562 99 348 1,009
Charged to Expense 309 3 — 312
Restructuring Credit — — (30) (30)
Payments and Other Reductions (318) (27) (18) (363)
Balance Dec. 25, 1998 553 75 300 928
Charged to Expense 417 3 — 420
Cumulative Effect of Accounting Change 78 — — 78
Payments and Other Reductions (333) (25) (30) (388)
Balance Dec. 31, 1999 $ 715 $ 53 $ 270 $1,038

(a) Balances include current portions of casualty and other, environmental and separation reserves, respectively, of $236 million, $20 million and $15 million at Dec. 31, 1999; 
$244 million, $20 million and $19 million at Dec. 25, 1998;  $245 million, $20 million and $33 million at Dec. 26, 1997.

(b) Casualty reserves are estimated based upon the first reporting of an accident or personal injury. Liabilities for accidents are based upon field reports and liabilities for personal injuries
and occupational claims are based upon the type and severity of the injury or claim and the use of current trends and historical data. The company has recorded liabilities in suffi-
cient amounts to cover identified claims and an estimate of incurred, but not reported, claims. Future liabilities for certain occupational hazards are not subject to reasonable 
estimation.

(c) Separation liabilities at Dec. 31, 1999, relate to p roductivity charges re c o rded in 1991 and 1992 to provide for the estimated costs of implementing workforce reductions, impro v e-
ments in productivity and other cost reductions at the company’s major transportation units. The remaining liabilities are expected to be paid out over the next 15 to 20 years. The
remaining liability for separation costs incurred in connection with the 1999 workforce reduction program is included in “Labor and Fringe Benefits Payable” (see Note 5).

The company increased casualty and other reserves by $78 million at the beginning of fiscal year 1999 to record the cumulative
effect on prior years of adopting a new accounting rule (SOP No. 97-3) related to assessments by workers’ compensation second
injury funds. The assessments relate to disability benefits received by former employees of Sea-Land and previously were charged
to expense in the fiscal year they were paid. 

During 1998, CSXT recorded a restructuring credit of $30 million, reflecting the reversal of certain separation and labor protec-
tion reserves established as part of a 1995 restructuring charge. These reserves were associated with planned workforce reductions
that did not occur as a result of a new telecommunications contract CSXTentered into in July 1998.

N o t e  1 2 .  D e b t  a n d  C r e d i t  A g r e e m e n t s .  
Average Interest Rates

Types and Maturity Dates at Dec. 31, 1999 Dec. 31, 1999 Dec. 25, 1998
Commercial Paper 5.39% $ 800 $1,000
Notes (2002-2032) 7.53% 4,558 4,560
Equipment Obligations (2000-2014) 6.88% 940 770
Mortgage Bonds (2002-2003) 3.16% 56 72
Other Obligations, including Capital Leases (2000-2010) 7.34% 191 130

Total 7.13% 6,545 6,532
Less Debt Due Within One Year 349 100

Total Long-term Debt $6,196 $6,432

CSX maintains a $2.5 billion bank credit agreement to provide financing for a portion of the Conrail acquisition and for general
working capital needs. Under the agreement, the company may borrow directly from the participating banks or utilize the cre d i t
facility to support the issuance of commercial paper. Direct borrowings from the participating banks can be obtained, at the compa-
n y ’s option, under a competitive bid process among the banks or under a revolving credit arrangement with interest either at LIBOR
plus a margin determined by the company’s credit rating or at an alternate base rate, as defined in the agreement. The company pays
annual fees to the participating banks that may range from .06% to .15% of the total commitment, depending upon its credit rat-
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ing. The credit agreement, which expires in November 2001, also includes certain covenants and restrictions, such as limitations on
debt as a percentage of total capitalization and restrictions on the disposition of certain assets. At Dec. 31, 1999, CSX had commer-
cial paper borrowings supported by the credit facility of $1.374 billion, of which $800 million was classified as long-term debt based
on the company’s ability and intent to maintain this debt outstanding for more than one year. At Dec. 26, 1998, the company had
c o m m e rcial paper borrowings of $1.187 billion, of which $1 billion was classified as long-term debt. Short - t e rm debt totaled $574
million at a weighted-average interest rate of 5.39% at Dec. 31, 1999, and $187 million at a weighted-average interest rate of 5.82%
at Dec. 25, 1998.

CSX issued other debt during 1999 and 1998. In 1999, $400 million of floating rate notes with a one-year maturity were issued to
ensure adequate liquidity over year end in the event that financial markets experienced disruption from Year 2000 issues. In 1998,
the company issued approximately $1 billion of fixed rate notes, principally to refinance commercial paper borrowings incurred to
complete the Conrail acquisition. The notes have maturities ranging from 2001 to 2028 and interest rates ranging from 5.85% to
6.80%. In addition to these financings, the company had customary borrowing and repayment activity in connection with the
acquisition of equipment.

In January 1999, CSX completed a shelf registration statement with the Securities and Exchange Commission that provides for the
issuance of up to $800 million in debt securities and warrants, common stock, pre f e rred stock, depository shares, or warrants for com-
mon or pre f e rred stock. At Dec. 31, 1999, the company had $400 million of capacity remaining under the shelf re g i s t r a t i o n .

Excluding long-term commercial paper, the company has long-term debt maturities for 2000 through 2004 aggregating $349 mil-
lion, $157 million, $584 million, $314 million and $391 million, respectively. Certain of CSX’s rail unit properties are pledged as
security for various rail-related long-term debt issues.

N o t e  1 3 .  C o m m o n  a n d  P r e f e r r e d  S t o c k .  
The company has a single class of common stock, $1 par value, of which 300 million shares are authorized. Each share is entitled
to one vote in all matters requiring a vote. At Dec. 31, 1999, common shares issued and outstanding totaled 218,444,959.

The company also has total authorized preferred stock of 25 million shares, of which 250,000 shares of Series A have been reserved
for issuance, and 3 million shares of Series B have been reserved for issuance under the Shareholder Rights Plan discussed below.
All preferred shares rank senior to common shares both as to dividends and liquidation preference. No preferred shares were out-
standing at Dec. 31, 1999.

On May 29, 1998, the board of directors adopted a Shareholder Rights Plan. Pursuant to the Plan, each outstanding share of com-
mon stock also evidences one pre f e rred share purchase right  (“right”). Each right entitles shareholders of re c o rd to purchase from the
c o m p a n y, until the earlier of June 8, 2008, or the redemption of the rights, one one-hundredth of a share of Series B pre f e rred stock
at an exercise price of $180, subject to certain adjustments or, under certain circumstances, to obtain additional shares of common
stock in exchange for the rights. The rights are not exercisable or transferable apart from the related common shares until the earlier
of 10 business days following the public announcement that a person or affiliated group has acquired 20% or more of the company’s
outstanding common stock; or 10 days following the commencement or announcement of an intention to make a tender offer or
exchange off e r, the consummation of which would result in the ownership by a person or group of 15% or more of the outstanding
common stock. The board of directors may redeem the rights at a price of one cent per right at any time prior to the acquisition by a
person or group of 20% or more of the outstanding common stock.

N o t e  1 4 .  E a r n i n g s  P e r  S h a r e .
The following table sets forth the computation of earnings per share and earnings per share, assuming dilution.

1999 1998 1997
Numerator:

Net Earnings $ 2 $ 537 $ 799
Denominator (thousands):

Average Common Shares Outstanding 210,616 210,860 209,979
Effect of Potentially Dilutive Common Shares, Principally Employee Stock Plans 2,080 3,336 4,466
Average Common Shares Outstanding, Assuming Dilution 212,696 214,196 214,445

Earnings Per Share $ .01 $ 2.55 $ 3.80
Earnings Per Share, Assuming Dilution $ .01 $ 2.51 $ 3.72

Certain potentially dilutive securities outstanding at Dec. 31, 1999, Dec. 25, 1998, and Dec. 26, 1997, were not included in the
computation of earnings per share, assuming dilution, since their exercise prices were greater than the average market price of the
common shares during the period and their effect is antidilutive. These shares totaled 15.60 million at a weighted-average exercise
price of $45.80 per share for 1999, 9.60 million at $48.84 per share for 1998, and 1.96 million at $57.00 for 1997.

N o t e  1 5 .  S t o c k  P l a n s .
The company maintains several stock plans designed to encourage ownership of its stock and provide incentives for employees to
contribute to its success. Expense for stock-based compensation under these plans is based on the intrinsic value accounted for
under the principles of APB Opinion No. 25 and related Interpretations. The company recognized compensation expense of $6
million in 1999, a net credit of $4 million in 1998, and expense of $66 million in 1997. Had compensation expense been determined
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N o t e  1 5 .  S t o c k  P l a n s  ( c o n t ’ d ) .
based upon fair values at the date of grant, consistent with the methods of FASB Statement No. 123, the company’s net earnings
and earnings per share would have been reduced to the pro forma amounts indicated below.

1999 1998 1997

Net Earnings— As Reported $ 2 $ 537 $ 799
— Pro Forma $ (22) $ 481 $ 791

Earnings Per Share — As Reported $ .01 $2.55 $3.80
— Pro Forma $(.11) $2.28 $3.77

Earnings Per Share, Assuming Dilution— As Reported $ .01 $2.51 $3.72
— Pro Forma $(.11) $2.24 $3.69

The pro forma fair value method of accounting was applied only to stock-based awards granted after Dec. 30, 1994. Because all
stock-based compensation expense for 1999, 1998 and 1997 was not restated and because stock-based awards granted may vary
from year to year, the resulting pro forma compensation cost may not be representative of that to be expected in future years.

Stock Purchase and Loan Plan
The Stock Purchase and Loan Plan provides for the purchase of common stock and related rights by eligible officers and key
employees of the company and entitles them to obtain loans with respect to the shares purchased. The Plan is intended to further
the long-term stability and financial success of the company by providing a method for eligible employees to increase significantly
their ownership of common stock. A total of 9 million shares are reserved for issuance under the Plan. 

In consideration for shares purchased, participants have provided down payments of not less than 5% nor more than 25% of the
purchase price in the form of cash, recourse notes or equity earned in the Plan. The remaining purchase price is in the form of
non-recourse loans secured by the shares issued. At Dec. 31, 1999 and Dec. 25, 1998, loans outstanding totaled $261 million and
$275 million, respectively, at weighted-average interest rates of 6.6% for both years. All non-recourse loans under the Plan were
originally subject to certain adjustments after a vesting period based upon targeted increases in the market price of CSX common
stock. Certain of the market price thresholds were met prior to 1998, resulting in forgiveness of interest (net of dividends applied
to interest) plus a portion of the principal balances of the notes.  

At Dec. 31, 1999, there were 143 participants in the Plan. Transactions involving the Plan are as follows:

Shares
(000’s) Average Price(a)

Outstanding at Dec. 27, 1996 8,111 $46.26
Issued 138 $59.43
Exchanged, Canceled or Withdrawn (581) $22.48

Outstanding at Dec. 26, 1997 7,668 $45.74
Exchanged, Canceled or Withdrawn (503) $45.13

Outstanding at Dec. 25, 1998 7,165 $45.75
Exchanged, Canceled or Withdrawn (349) $47.50

Outstanding at Dec. 31, 1999 6,816 $46.93

(a) Represents average cost to participants, net of cumulative note forgiveness.

There were no shares issued under the Stock Purchase and Loan Plan in 1999 or 1998. The weighted-average fair value benefit to
participants for a share issued under the Plan in 1997 was $19.82. This value was estimated as of the grant date using the Black-
Scholes option pricing model with the following assumptions: risk-free interest rate of 6.1%; dividend yield of 2.2%; volatility 
factor of 22.2%; and expected life of six years. 

1987 Long-term Performance Stock Plan and 1990 Stock Award Plan
The CSX Corporation 1987 Long-term Perf o rmance Stock Plan and 1990 Stock Aw a rd Plan provide for awards in the form of stock
options, Stock Appreciation Rights (SARs), Perf o rmance Share Aw a rds (PSAs), Restricted Stock Aw a rds (RSAs) and Incentive
Compensation Program shares (ICPs) to eligible officers and employees. Aw a rds granted under the Plans are determined by the
b o a rd of directors based on the financial perf o rmance of the company.

At Dec. 31, 1999, there were 3,243 current or former employees with outstanding grants under the 1987 Plan. A total of 20,413,561
shares were reserved for issuance, of which 1,465,331 were available for new grants. At Dec. 31, 1999, there were 1,276,289 share s
re s e rved for issuance under the 1990 Plan, of which 432,729 were available for new grants. The remaining shares are assigned to
outstanding stock options, SARs, RSAs and PSAs.
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The majority of stock options have been granted with 10-year terms and vest at the end of one year of continued employment. The
e x e rcise price for options granted equals the market price of the underlying stock on the date of grant. A summary of the company’s
stock option activity and related information for the fiscal years ended Dec. 31, 1999, Dec. 25, 1998,  and Dec. 26, 1997, follows:

1999 1998 1997
Shares Weighted-average Shares Weighted-average Shares Weighted-average
(000s) Exercise Price (000s) Exercise Price (000s) Exercise Price

Outstanding at Beginning of Year 16,288 $41.73 16,171 $40.49 13,102 $35.82
Granted 3,226 $43.96 2,674 $48.43 4,182 $51.44
Exchanged, Canceled or Expired (521) $48.89 (1,505) $52.82 (31) $49.89
Exercised (683) $24.19 (1,052) $23.80 (1,082) $26.08

Outstanding at End of Year 18,310 $42.57 16,288 $41.73 16,171 $40.49

Exercisable at End of Year 10,038 $37.94 10,447 $36.96 9,911 $34.08

Fair Value of Options Granted $10.92 $11.22 $12.25

On Dec. 14, 1998, 1,297,595 stock options granted in April 1998 at an exercise price of $52.66 per share were exchanged for
1,038,076 new options at an exercise price of $41.78 per share.

The following table summarizes information about stock options outstanding at Dec. 31, 1999:

Options Outstanding Options Exercisable
Number Weighted-average Number

Outstanding Remaining Weighted-average Exercisable Weighted-average
(000s) Contractual Life Exercise Price (000s) Exercise Price

$15 to $20 903 1.1 $19.18 903 $19.18 
$30 to $39 4,590 3.4 $35.55 4,590 $35.55 
$40 to $49 9,015 7.4 $43.64 3,941 $42.94
$50 to $57 3,802 7.1 $54.10 604 $51.43

Total 18,310 6.1 $42.57 10,038 $37.94

The fair value of options granted in 1999, 1998 and 1997 was estimated as of the dates of grant using the Black-Scholes option pricing
model with the following weighted-average assumptions used for grants in 1999, 1998 and 1997, respectively: risk-free interest
rates of 5.2%, 5.2% and 6.5%; volatility factors of 24%, 23% and 21%; dividend yields of 2.6%, 2.4% and 2.2%; and expected lives
of 6 years, 5 years and 4.8 years.

Under the Plans, the value of PSAs is contingent on the achievement of performance goals and completion of certain continuing
employment requirements over a three-year period. Each PSA earned will equal the fair market value of one share of CSX com-
mon stock on the date of payment. At Dec. 31, 1999, there were 1,323,200 shares reserved for outstanding PSAs. In 1999, 1998
and 1997, respectively, 256,000, 518,500, and 126,600 PSAs were granted to employees. The weighted-average fair value of those
shares was $41.52 for 1999, $52.00 for 1998, and $44.88 for 1997. In February 2000, the company’s Board of Directors approved
a plan to discontinue grants of PSA’s after 1999. In connection with that plan, the final number of shares to be distributed under
outstanding grants was determined. These shares will be issued to participants in 2000.

During 1999, 500,000 shares were issued as RSAs to certain executives. The RSAs vest over a three or four year employment period
and are contingent on the achievement of certain financial performance goals. The fair value of RSAs was $45.48 as of the date 
of grant.

At Dec. 31, 1999, there were 56,024 SARs outstanding with a weighted-average exercise price of $16.84. In 1999, 1998 and 1997,
respectively, 130,116, 77,556 and 171,377 SARs were exercised at weighted-average exercise prices of $16.77, $15.58 and $14.94.
There were no grants of SARs in 1999, 1998 or 1997.

Stock Purchase and Dividend Reinvestment Plans
The 1991 Employees Stock Purchase and Dividend Reinvestment Plan provides a method and incentive for eligible employees to
purchase shares of the company’s common stock at market value by payroll deductions. To encourage stock ownership, employees
receive a 17.65% matching payment on their contributions in the form of additional stock purchased by the company. Each match-
ing payment of stock is subject to a two-year holding period. Sales of stock prior to the completion of the holding period result in
forfeiture of the matching stock purchase. Officers and key employees who qualify for the Stock Purchase and Loan Plan are not
eligible to participate in this Plan. At Dec. 31, 1999, there were 565,453 shares of common stock available for purchase under this
Plan. Employees purchased 38,989 shares in 1999, 37,403 shares in 1998 and 35,593 shares in 1997 under the plan at weighted-
average market prices of $41.53, $46.63, and $51.94 for 1999, 1998 and 1997, respectively.

The company also maintains the Employees Stock Purchase and Dividend Reinvestment Plan and the Shareholders Dividend
Reinvestment Plan, adopted in 1981, under which all employees and shareholders may purchase CSX common stock at the average
of daily high and low sale prices for the five trading days ending on the day of purchase. To encourage stock ownership, employees
receive a 5% discount on all purchases under this program. At Dec. 31, 1999, there were 5,488,329 shares re s e rved for issuance under
these Plans.
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N o t e  1 5 .  S t o c k  P l a n s  ( c o n t ’ d ) .
Stock Plan for Directors
The Stock Plan for Directors, approved by the shareholders in 1992, governs in part the manner in which directors’ fees and re t a i n-
ers are paid. A minimum of 40% of the retainers must be paid in common stock of the company. In addition, each director may elect
to receive up to 100% of the remaining retainer and fees in the form of common stock of the company. In 1997, share h o l d e r s
a p p roved amendments to the Plan that would permit additional awards of stock or stock options. In 1999, 13,000 stock options were
granted with an exercise price of $35.31. In 1998, 13,000 stock options were granted with an exercise price of $41.25. The Plan per-
mits each director to elect to transfer stock into a trust that will hold the shares until the part i c i p a n t ’s death, disability, re t i rement as
a dire c t o r, other cessation of services as a dire c t o r, or change in control of the company. At Dec. 31, 1999, there were 898,330 share s
of common stock re s e rved for issuance under this Plan.

N o t e  1 6 .  F a i r  V a l u e  o f  F i n a n c i a l  I n s t r u m e n t s .  
Fair values of the company’s financial instruments are estimated by reference to quoted prices from market sources and financial
institutions, as well as other valuation techniques. Long-term debt is the only financial instrument of the company with a fair value
significantly different from its carrying amount. At Dec. 31, 1999, the fair value of long-term debt, including current maturities,
was $6.44 billion, compared with a carrying amount of $6.55 billion. At Dec. 25, 1998, the fair value of long-term debt, including
current maturities, was $6.96 billion, compared with a carrying amount of $6.53 billion. The fair value of long-term debt has been
estimated using discounted cash flow analysis based upon the company’s current incremental borrowing rates for similar types of
financing arrangements.

N o t e  1 7 .  E m p l o y e e  B e n e f i t  P l a n s .  
The company sponsors defined benefit pension plans, principally for salaried personnel. The plans provide eligible employees with
retirement benefits based principally on years of service and compensation rates near retirement. Plan assets consist primarily of
common stocks, corporate bonds and cash and cash equivalents. 

In addition to the defined benefit pension plans, the company sponsors three plans that provide medical and life insurance bene-
fits to most full-time salaried employees upon their retirement. The postretirement medical plans are contributory, with retiree
contributions adjusted annually. The life insurance plan is non-contributory. The company’s current policy is to fund the cost of
the postretirement medical and life insurance benefits on a pay-as-you-go basis, as in prior years. 

The company uses a plan year of Oct. 1 through Sept. 30 to value its pension and postretirement plans on an actuarial basis.

Pension Benefits Postretirement Benefits
1999 1998 1999 1998

Change in Benefit Obligation
Benefit Obligation at Beginning of Plan Year $1,615 $1,470 $ 315 $ 345
Service Cost 51 39 9 8
Interest Cost 102 98 20 21
Transfer of Benefit Obligations from Conrail Plan 42 — — —
Conveyance of Barge Subsidiary — (85) — (18)
Plan Participants’ Contributions — — 4 4
Actuarial (Gain) Loss (170) 187 (3) (12)
Benefits Paid (100) (94) (37) (33)

Benefit Obligation at End of Plan Year 1,540 1,615 308 315
Change in Plan Assets
Fair Value of Plan Assets at Beginning of Plan Year 1,273 1,371 — —
Actual Return on Plan Assets 155 54 — —
Transfer of Assets from Conrail Plan 260 — — —
Conveyance of Barge Subsidiary — (96) — —
Employer Contributions 16 38 33 29
Plan Participants’ Contributions — — 4 4
Benefits Paid (100) (94) (37) (33)

Fair Value of Plan Assets at End of Plan Year 1,604 1,273 — —
Funded Status 64 (342) (308) (315)
Unrecognized Actuarial Loss 29 352 23 26
Unrecognized Prior Service Cost 10 11 (2) (3)
Unrecognized Transition Obligation — 1 — —
Fourth Quarter Activity:

Special Termination Benefits - Workforce Reduction Program (23) — (1) —
Employer Contributions to Pension Plans 5 2 — —
Net Postretirement Benefits Paid — — 8 8

Net Amount Recognized in Statement of Financial Position $ 85 $ 24 $(280) $ (284)

Amount Recognized in Statement of Financial Position Consists of:
Prepaid Benefit Cost $ 215 $ 7 $ — $ —
Accrued Benefit Liability (161) (173) (280) (284)
Intangible Asset 7 11 — —
Accumulated Other Comprehensive Loss 24 179 — —

Net Amount Recognized in Statement of Financial Position $ 85 $ 24 $(280) $(284)
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Pension Benefits Postretirement Benefits
1999 1998 1999 1998

Weighted-average Assumptions:
Discount Rates: 

Benefit Cost for Plan Year 6.50% 7.50% 6.50% 7.50%
Benefit Obligation at End of Plan Year 7.75% 6.50% 7.75% 6.50%

Rate of Compensation Increase 5.00% 5.00% 5.00% 5.00%
Expected Return on Plan Assets 9.50% 9.50% n/a n/a

For plans with a projected benefit obligation in excess of plan assets at Dec. 31, 1999, the aggregate projected benefit obligation
was $431 million and the aggregate fair value of plan assets was $256 million. For plans with an accumulated benefit obligation in
excess of plan assets at Dec. 31, 1999, the aggregate accumulated benefit obligation was $160 million and the aggregate fair value
of plan assets was $37 million. 

The net postretirement benefit obligation was determined using the assumption that the health care cost trend rate for medical
plans was 8.5% for 1999-2000, decreasing gradually to 5.5% by 2005 and remaining at that level thereafter. A 1% change in the
assumed health care cost trend rate would have the following effects:

1% 1%
Increase Decrease

Effect on postretirement benefits service and interest cost   $ 3 $ (2)
Effect on postretirement benefit obligation  19 (17)

Pension Benefits Postretirement Benefits
1999 1998 1997 1999 1998 1997

Components of Net Periodic Benefit Cost
Service Cost $  51 $   39 $ 40 $  9 $  8 $10
Interest Cost 102 98 98 20 21 25
Expected Return on Plan Assets (118) (101) (96) — — —
Amortization of Transition Obligation — 6 5 — — —
Amortization of Prior Service Cost 1 1 — (1) (4) (7) 
Recognized Net Actuarial (Gain) Loss 22 12 13 — (1) 2

Net Periodic Benefit Cost 58 55 60 28 24 30
Special Termination Benefits - Workforce Reduction Program 23 — — 1 — —

Net Periodic Benefit Cost Including Special Termination Benefits $ 81 $ 55 $ 60 $29 $24 $30 

During 1999, certain assets and obligations of Conrail’s primary defined benefit pension plan were transferred to the pension plans
of CSX and Norfolk Southern. The CSX plan received $260 million of plan assets at fair value and assumed $42 million of bene-
fit obligations.

In December 1999, pursuant to a workforce reduction initiative that offered a retirement benefit enhancement to employees elect-
ing early retirement, the company recorded a non-recurring charge that included $23 million of special termination pension ben-
efits and $1 million of special termination postretirement benefits.

As a result of the workforce reduction initiative and the sale of assets comprising the international liner business of Sea-Land, a sig-
nificant number of employees participating in pension and postretirement benefit plans sponsored by CSX have terminated active
employment and the plans have experienced a curtailment. Because both curtailment events occurred after the Sept. 30, 1999 mea-
surement date, the effect of the curtailment will not be recognized in the company’s financial statements until fiscal year 2000. CSX
anticipates recording a net pre-tax curtailment loss of approximately $2 million in the first quarter of 2000.

The conveyance of CSX’s barge subsidiary to a joint venture during 1998 included various pension and postretirement benefit plans
and reduced the related obligations and assets in CSX’s Consolidated Statement of Financial Position.

During 1999 and 1998, CSX re c o rded changes in its minimum pension liability. These changes did not affect net earnings, but are
a component of accumulated other comprehensive loss on an after-tax basis. In 1999, the minimum pension liability decreased by
$158 million, principally due to the transfer of assets from Conrail’s pension plan and to higher interest rates, which increased the
discount applied to pension obligations. In 1998, the minimum pension liability increased by $148 million due to lower interest rates,
which reduced the discount applied to pension obligations, and to a broad decline in U.S. stock prices during the third quart e r.

Other Plans
The company maintains savings plans for virtually all full-time salaried employees and certain employees covered by collective bar-
gaining agreements. Expense associated with these plans was $28 million, $20 million, and $23 million for 1999, 1998 and 1997,
respectively.

Under collective bargaining agreements, the company participates in a number of union-sponsored, multiemployer benefit plans.
Payments to these plans are made as part of aggregate assessments generally based on number of employees covered, hours worked,
tonnage moved or a combination thereof. Total contributions of $247 million, $235 million, and $238 million were made to these
plans in 1999, 1998 and 1997, respectively.
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N o t e  1 8 .  C o m m i t m e n t s  a n d  C o n t i n g e n c i e s .  
Lease Commitments
In addition to the agreements covering routes and equipment leased from Conrail (See Note 3), the company leases equipment
from other parties under agreements with terms up to 21 years. Non-cancelable, long-term leases generally include options to pur-
chase at fair value and to extend the terms. At Dec. 31, 1999, minimum building and equipment rentals under these operating leases
totaled approximately $247 million for 2000, $238 million for 2001, $194 million for 2002, $197 million for 2003, $176 million for
2004, and $1 billion thereafter. Rent expense on operating leases, exclusive of the Conrail agreements, totaled $1.2 billion in 1999,
$1.1 billion in 1998, and $1.2 billion in 1997. These amounts include net daily rental charges on railroad operating equipment of
$381 million, $258 million, and $239 million in 1999, 1998, and 1997, respectively.

Purchase Commitments
CSXT entered into agreements in 1998 and 1999 to purchase 140 locomotives. These orders covered normal locomotive re p l a c e-
ment needs as well as one-time locomotive power re q u i rements related to the integration of Conrail operations. CSXT has taken
d e l i v e ry of 101 of the locomotives through Dec. 31, 1999. The remaining 39 units are scheduled to be delivered in 2000. 

Contingencies
Guarantees
The company and its subsidiaries are contingently liable individually and jointly with others as guarantors of long-term debt and
obligations principally relating to leased equipment, joint ventures and joint facilities. These contingent obligations were not mate-
rial to the company’s results of operations and financial position at Dec. 31, 1999. CSX also remains contingently liable for certain
lease obligations assumed by Maersk as part of its purchase of Sea-Land’s international liner business. CSX believes that Maersk
will fulfill its contractual commitments with respect to such leases and that CSX will have no further liability for those obligations.

New Orleans Tank Car Fire
In September 1997, a state court jury in New Orleans, Louisiana re t u rned a $2.5 billion punitive damages award against CSXT. The
a w a rd was made in a class-action lawsuit against a group of nine companies based on personal injuries alleged to have arisen from a
1987 fire. The fire was caused by a leaking chemical tank car parked on CSXT tracks and resulted in the 36-hour evacuation of a
New Orleans neighborhood. In the same case, the court awarded a group of 20 plaintiffs compensatory damages of appro x i m a t e l y
$2 million against the defendants, including CSXT, to which the jury assigned 15% of the responsibility for the incident. CSXT’s
liability under that compensatory damages award is not material, and adequate provision has been made for the award. 

In October 1997, the Louisiana Supreme Court set aside the punitive damages judgment, ruling the judgment should not have been
entered until all liability issues were resolved. In February 1999, the Louisiana Supreme Court issued a further decision, authoriz-
ing and instructing the trial court to enter individual punitive damages judgments in favor of the 20 plaintiffs who had received
awards of compensatory damages, in amounts representing an appropriate share of the jury’s award. The trial court on April 8,
1999, entered judgment awarding approximately $2 million in compensatory damages and approximately $8.5 million in punitive
damages to those 20 plaintiffs. Approximately $6.2 million of the punitive damages awarded were assessed against CSXT. CSXT
then filed post-trial motions for a new trial and for judgment notwithstanding the verdict as to the April 8 judgment. 

The new trial motion was denied by the trial court in August of 1999. On Nov. 5, 1999, the trial court issued an opinion that granted
C S X T ’s motion for judgment notwithstanding the verdict and effectively reduced the amount of the punitive damages verdict fro m
$2.5 billion to $850 million. CSXT believes that this amount (or any amount of punitive damages) is unwarranted and intends to
pursue its full appellate remedies with respect to the 1997 trial as well as the trial judge’s decision on the motion for judgment
notwithstanding the verdict. The compensatory damages awarded by the jury in the 1997 trial were also substantially reduced by the
trial judge. A judgment reflecting the $850 million punitive award has been entered against CSXT. CSXT has obtained and posted
an appeal bond in the amount of $895 million, which will allow it to appeal the 1997 compensatory and punitive awards, as re d u c e d
by the trial judge.

A trial for the claims of 20 additional plaintiffs for compensatory damages began on May 24, 1999. In early July, the jury in that
trial rendered verdicts totaling approximately $330 thousand in favor of 18 of those 20 plaintiffs. Two plaintiffs received nothing;
that is, the jury found that they had not proved any damages. Management believes that this result, while still excessive, supports
CSXT’s contention that the punitive damages award was unwarranted.

CSXT continues to pursue an aggressive legal strategy. Management believes that an adverse outcome, if any, is not likely to be
material to CSX’s or CSXT’s overall results of operations or financial position, although it could be material to results of opera-
tions in a particular quarterly accounting period.

Self-Insurance
Although the company obtains substantial amounts of commercial insurance for potential losses for third-party liability and prop-
erty damage, reasonable levels of risk are retained on a self-insurance basis. A portion of the insurance coverage, $25 million limit
above $100 million per occurrence from rail and certain other operations, is provided by a company partially owned by CSX.

Environmental
CSXT is a party to various proceedings involving private parties and regulatory agencies related to environmental issues. CSXT
has been identified as a potentially responsible party (PRP) at 115 environmentally impaired sites that are or may be subject to
remedial action under the Federal Superfund statute (Superfund) or similar state statutes. A number of these proceedings are based
on allegations that CSXT, or its railroad predecessors, sent hazardous substances to the facilities in question for disposal. Such pro-
ceedings arising under Superfund or similar state statutes can involve numerous other waste generators and disposal companies and
seek to allocate or recover costs associated with site investigation and cleanup, which could be substantial.
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CSXT is involved in a number of administrative and judicial proceedings and other clean-up efforts at 243 sites, including the sites
addressed under the Federal Superfund statute or similar state statutes, where it is participating in the study and/or clean-up of
alleged environmental contamination. The assessment of the required response and remedial costs associated with most sites is
extremely complex. Cost estimates are based on information available for each site, financial viability of other PRPs, where avail-
able, and existing technology, laws and regulations. CSXT’s best estimates of the allocation method and percentage of liability when
other PRPs are involved are based on assessments by consultants, agreements among PRPs, or determinations by the U.S.
Environmental Protection Agency or other regulatory agencies.

At least once each quarter, CSXT reviews its role, if any, with respect to each such location, giving consideration to the nature of
CSXT’s alleged connection to the location (i.e., generator, owner or operator), the extent of CSXT’s alleged connection (i.e., vol-
ume of waste sent to the location and other relevant factors), the accuracy and strength of evidence connecting CSXT to the loca-
tion, and the number, connection and financial position of other named and unnamed PRPs at the location. The ultimate liability
for remediation can be difficult to determine with certainty because of the number and creditworthiness of PRPs involved. Through
the assessment process, CSXT monitors the creditworthiness of such PRPs in determining ultimate liability.

Based upon such reviews and updates of the sites with which it is involved, CSXT has re c o rded, and reviews at least quarterly for
a d e q u a c y, re s e rves to cover estimated contingent future environmental costs with respect to such sites. The re c o rded liabilities for
estimated future environmental costs at Dec. 31, 1999 and Dec. 25, 1998, were $53 million and $75 million, re s p e c t i v e l y. These
re c o rded liabilities, which are undiscounted, include amounts re p resenting CSXT’s estimate of unasserted claims, which CSXT
believes to be immaterial. The liability has been accrued for future costs for all sites where the company’s obligation is probable and
w h e re such costs can be reasonably estimated. The liability includes future costs for remediation and restoration of sites as well as
any significant ongoing monitoring costs, but excludes any anticipated insurance recoveries. The majority of the Dec. 31, 1999, envi-
ronmental liability is expected to be paid out over the next five to seven years, funded by cash generated from operations.

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

Other Legal Proceedings
A number of legal actions are pending against CSX and certain subsidiaries in which claims are made in substantial amounts. While
the ultimate results of environmental investigations, lawsuits and claims against the company cannot be predicted with certainty,
management does not currently expect that resolution of these matters will have a material adverse effect on CSX’s consolidated
financial position, results of operations or cash flows. The company is also party to a number of actions, the resolution of which
could result in gain realization in amounts that could be material to results of operations in the quarter received.

N o t e  1 9 .  B u s i n e s s  S e g m e n t s .
The company operates in four business segments: Rail, Intermodal, Container Shipping and Contract Logistics. The rail segment
p rovides rail freight transportation over a network of more than 23,400 route miles in 23 states, the District of Columbia and two
Canadian provinces. The intermodal segment provides transcontinental intermodal transportation services and operates a network
of dedicated intermodal facilities across North America. Prior to the sale of its international liner operations in December 1999 (see
Note 4), the container-shipping segment provided global transportation services via a fleet of 91 container ships and 220,000 con-
tainers. The contract logistics segment provides customized logistics solutions, including inventory management, distribution, ware-
housing, assembly and just-in-time delivery. The company’s segments are strategic business units that offer diff e rent services and are
managed separately based on the diff e rences in these serv i c e s .

The company evaluates perf o rmance and allocates re s o u rces based on several factors, of which the primary financial measure is business
segment operating income, defined as income from operations, excluding the effects of non-re c u rring charges and gains. The account-
ing policies of the segments are the same as those described in the summary of significant accounting policies (Note 1). Intersegment sales
and transfers are generally accounted for as if the sales or transfers were to third parties, that is, at current market p r i c e s .

Business segment information for fiscal years 1999, 1998 and 1997 is as follows:

Surface Transportation Container Contract
Fiscal year ended Dec. 31, 1999 Rail Intermodal Total Shipping Logistics Other Total

Revenue from External Customers $ 5,623 $943  $ 6,566 $3,809 $436 — $10,811 
Intersegment Revenue — 16 16 — 48 — 64 
Operating Income 823 84 907 149 34 — 1,090 
Assets 12,985 401 13,386 1,290 188 — 14,864 
Depreciation Expense 469 24 493 90 12 — 595 
Property Additions 1,298 63 1,361 86 20 — 1,467 
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N o t e  1 9 .  B u s i n e s s  S e g m e n t s  ( c o n t ’ d ) .
Surface Transportation Container Contract

Fiscal year ended Dec. 25, 1998 Rail Intermodal Total Shipping Logistics Other Total

Revenue from External Customers $  4,956 $618 $ 5,574 $3,916 $378 — $  9,868
Intersegment Revenue — 30 30 — 30 — 60
Operating Income 1,001 33 1,034 133 29 — 1,196
Assets 11,897 217 12,114 2,453 144 — 14,711
Depreciation Expense 450 18 468 130 11 — 609
Property Additions 1,212 99 1,311 54 17 — 1,382

Surface Transportation Container Contract
Fiscal year ended Dec. 26, 1997 Rail Intermodal Total Shipping Logistics Other Total

Revenue from External Customers $ 4,989 $634 $ 5,623 $3,991 $389 $618 $10,621
Intersegment Revenue — 35 35 — — — 35
Operating Income 1,229 46 1,275 278 24 69 1,646
Assets 11,403 218 11,621 2,576 129 626 14,952
Depreciation Expense 429 14 443 128 10 39 620
Property Additions 712 32 744 251 13 52 1,060

(a) Other includes the company’s barge operations, which were conveyed to a joint venture in 1998 and are no longer a consolidated activity (see Note 4).

A reconciliation of the totals reported for the business segments to the applicable line items in the consolidated financial statements
is as follows:

1999 1998 1997
Revenue:
Revenue from External Customers for Business Segments $10,811 $  9,868 $10,621
Intersegment Revenue for Business Segments 64 60 35
Elimination of Intersegment Revenue (64) (60) (35)

Total Consolidated Revenue $10,811 $  9,868 $10,621

Operating Income:
Operating Income for Business Segments $ 1,090 $  1,196 $ 1,646
Reclassification of Intercompany Interest Income (61) (62) (63)
Loss on Sale, Net of Depreciation Benefit (360) — —
Workforce Reduction Program (55) — —
Restructuring Credit — 30 —
Unallocated Corporate Expenses (6) (4) —

Total Consolidated Operating Income $ 608 $ 1,160 $ 1,583

Assets:
Assets for Business Segments $14,864 $14,711 $14,952
Investment in Conrail 4,663 4,798 4,244
Elimination of Intercompany Receivables (32) (36) (33)
Non-segment Assets(b) 1,225 954 794

Total Consolidated Assets $20,720 $20,427 $19,957

Depreciation Expense:
Depreciation Expense for Business Segments $ 595 $ 609 $ 620 
Non-segment Depreciation(b) 26 21 26 

Total Consolidated Depreciation Expense $ 621 $ 630 $ 646 

Property Additions:
Property Additions for Business Segments $ 1,467 $ 1,382 $ 1,060 
Non-segment Property Additions (b) 50 97 65 

Total Consolidated Property Additions $ 1,517 $ 1,479 $ 1,125 

( b ) Non-segment assets include corporate cash and cash equivalents and assets of non-transportation businesses. Non-segment depreciation and pro p e rty additions are primarily attribut-
able to non-transportation businesses. Principal non-transportation businesses include real estate and re s o rt operations and information technology subsidiaries serving multiple segments.

Included in the consolidated financial statements are the following amounts related to geographic locations:

1999 1998 1997
Revenues:(c)

United States $ 8,498 $7,564 $ 8,272 
Asia 1,378 1,239 1,188 
Europe 516 668 721 
Other 419 397 440

Total Consolidated Revenues $10,811 $9,868 $10,621 

( c ) Revenues are attributed to geographic locations based on port of origin for container-shipping operations and the location of the service provided for all other operations.

More than 95% of the company’s long-lived assets are located in the United States. The company does not have a single external
customer that represents 10% or more of its consolidated revenue.
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N o t e  2 0 .  S u m m a r i z e d  F i n a n c i a l  D a t a  -  S e a - L a n d  S e r v i c e  I n c .
During 1987, Sea-Land entered into agreements to sell and lease back by charter three new U.S.-built, U.S.-flag, D-7 class container
ships. CSX has guaranteed the obligations of Sea-Land pursuant to the related charters which, along with the container ships, serv e
as collateral for debt securities re g i s t e red with the Securities and Exchange Commission (SEC). The ships were not included in the
sale of international liner assets to Maersk in December 1999 and the related debt remains an obligation of Sea-Land. In accord a n c e
with SEC disclosure re q u i rements, summarized financial information for Sea-Land and its consolidated subsidiaries is as follows:

Summary of Operations 1999(b) 1998 1997

Operating Revenue $3,809 $3,916 $3,991
Operating Expense

— Public 3,970 3,708 3,634
— Affiliated(a) 84 113 109

Operating Income (Loss) (245) $ 95 $ 248

Net Earnings (Loss) $ (326) $ (70) $ 56

Dec. 31, Dec. 25,
Summary of Financial Position 1999 1998

Current Assets — Public $ 614 $ 597
— Affiliated(a) 3 3

Other Assets — Public 551 1,785
— Affiliated(a) 122 67

Current Liabilities— Public 310 607
— Affiliated(a) 79 92

Other Liabilities — Public 340 616
— Affiliated(a) 381 627

Shareholder’s Equity 180 510

(a) Amounts represent activity with CSX affiliated companies. Operating expense includes certain intercompany amounts which are eliminated for business segment reporting. 

(b) In December 1999, Sea-Land sold the assets comprising its international liner business. The company recorded a loss on the sale (net of a related depreciation benefit) that reduced
operating income by $360 million and net earnings by $271 million. The operating revenue associated with the assets sold was approximately $2.8 billion, $3.0 billion, and $3.2
billion in 1999, 1998, and 1997, respectively.

Report of Ernst & Young LLP, Independent Auditors

To the Shareholders and Board of Directors of CSX Corporation
We have audited the accompanying consolidated statements of financial position of CSX Corporation and subsidiaries as of
December 31, 1999 and December 25, 1998, and the related consolidated statements of earnings, cash flows, and changes in share-
holders’ equity for each of the three fiscal years in the period ended December 31, 1999. These financial statements are the respon-
sibility of the company’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

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

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated finan-
cial position of CSX Corporation and subsidiaries at December 31, 1999 and December 25, 1998, and the consolidated results of
their operations and their cash flows for each of the three fiscal years in the period ended December 31, 1999, in conformity with
accounting principles generally accepted in the United States.

As discussed in Note 2 to the Consolidated Financial Statements, in 1999 the company changed its method of accounting for insur-
ance-related assessments.

Richmond, Virginia
February 9, 2000
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Shareholder Services
Shareholders with questions about their accounts should con-
tact the transfer agent at the address or telephone number
shown below. General questions about CSX or information
contained in company publications should be directed to
Corporate Communications at the address or telephone num-
ber shown below. Security analysts, portfolio managers or
other investment community representatives should contact
Investor Relations at the address or telephone number shown
below.

Transfer Agent, Registrar and Dividend Disbursing Agent
Harris Trust Company
P. O. Box A3504
Chicago, IL 60690
(800) 521-5571
e-mail: webshare@harrisbank.com

CSXDirectInvestsm

Harris Trust Dividend Reinvestment Department
P. O. Box A3309
Chicago, IL  60690-3309
(800) 521-5571
www.csx.com/aboutus/shareholder/directinvest

Shareholder Relations
Karen L. Kennedy
Administrator-Shareholder Services
CSX Corporation
P. O. Box 85629
Richmond, VA 23285-5629
(804) 782-1465
e-mail: Karen_Kennedy@csx.com

Corporate Communications
Elisabeth J. Gabrynowicz
Director-Corporate Communications
CSX Corporation
P. O. Box 85629
Richmond, VA 23285-5629
(804) 782-6775
e-mail: Elisabeth_Gabrynowicz@csx.com

Investor Relations
Joseph C. Wilkinson
Assistant Vice President-Investor Relations
CSX Corporation
P.O. Box 85629
Richmond, VA 23285-5629
(804) 782-1553
e-mail: Joseph_Wilkinson@csx.com

Direct Stock Purchase and Dividend Reinvestment
CSX provides dividend reinvestment and stock purchase plans
for employees, shareholders and potential shareholders as a
convenient method of acquiring CSX shares through direct
purchase, dividend reinvestment and optional cash payments.

CSXDirectInvestSM permits the purchase and sale of shares
directly though Harris Trust, our transfer agent. Through this
plan, no service charges or brokerage commissions apply to
share purchases, and sales can be made with minimal charges
and commissions. Initial investment for a non-shareholder is
$500 plus a $10 one-time enrollment fee. You do not need to
own shares of CSX stock to enroll in this plan. However, if you
are a current shareholder, the initial investment and enrollment
fee are waived.

Other benefits of  CSXDirectInvestSM include the ability to:

■ Reinvest dividends automatically in CSX common stock
without payment of any brokerage commissions or service
charges, or you may receive dividend payments on some or
all of your shares.  

■ Make optional cash investments with as little as $50 per
month, or up to $10,000 per month, without any charges or
commissions. 

■ Make gifts of CSX shares to others through the plan, and
present them with a gift memento if desired. 

To obtain a prospectus or other information re g a rd i n g
C S X D i re c t I n v e s tS M, please call or write the Harris Tru s t
Dividend Reinvestment Department at the phone number or
address above. Or, if you prefer, please visit our web site at
http://www.csx.com/aboutus/shareholder/directinvest.

Stock Held in Brokerage Accounts
When a broker holds your stock, it is usually registered in the
broker's name, or “street name.” We do not know the identity
of shareholders holding stock in this manner. We know only
that a broker holds a certain number of shares that may be for
any number of customers. If your stock is in a street-name
account, you are not eligible to participate in CSXDirectInvestSM

(see above). You will receive dividend payments, annual reports
and proxy materials through your broker. Please notify your
broker, not Harris Trust, if you wish to eliminate unwanted,
duplicate mailings.

Lost or Stolen Stock Certificates
If your stock certificates are lost, stolen or in some way
destroyed, notify Harris Trust in writing immediately.

Multiple Dividend Checks and Duplicate Mailings
Some shareholders hold their stock on CSX records in similar
but different names (e.g. John A. Smith and J.A. Smith). When
this occurs, we are required to create separate accounts for each
name. Although the mailing addresses are the same, we are
required to mail separate dividend checks to each account. 

Consolidating Accounts
If you want to consolidate separate accounts into one account,
contact Harris Trust for the necessary forms and instructions.
When accounts are consolidated, it may be necessary to reissue
the stock certificates.

Dividends
CSX pays quarterly dividends on its common stock on or about
the 15th of March, June, September and December, when
declared by the board of directors, to shareholders of record
approximately three weeks earlier. CSX offers direct deposit of
dividends to shareholders that request it. If you are interested,
please contact Harris Trust at the address or phone number
shown above.

Replacing Dividend Checks
If you do not receive your dividend check within 10 business
days after the payment date or if your check is lost or
destroyed, notify Harris Trust so payment can be stopped and
a replacement check issued.

Shareholder Information
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Headquarters
One James Center
901 East Cary Street
Richmond, VA 23219-4031
(804) 782-1400
(http://www.csx.com)

Market Information
CSX’s common stock is listed on the New York, London and
Swiss stock exchanges and trades with unlisted privileges on the
Midwest, Boston, Cincinnati, Pacific and Philadelphia stock
exchanges. The official trading symbol is “CSX.”

Description of Common and Preferred Stocks
A total of 300 million shares of common stock are authorized,
of which 218,444,959 shares were outstanding as of Dec. 31,
1999. Each share is entitled to one vote in all matters requiring
a vote of shareholders. There are no pre-emptive rights. At
Dec. 31, 1999, there were 42,269 registered common stock
shareholders.

A total of 25 million shares of preferred stock are authorized.
Series A consists of 250,000 shares of $7 Cumulative Conver-
tible Preferred Stock. All outstanding shares of Series A
Preferred Stock were redeemed as of July 31, 1992. 

Series B consists of 3 million shares of Junior Participating
Preferred Stock, none of which has been issued. These shares
will become issuable only when the rights distributed to hold-
ers of common stock under the Shareholder Rights Plan adopt-
ed by CSX on May 29, 1998, become exercisable.

Annual Shareholder Meeting
10 a.m., Thursday, April 27, 2000
The Greenbrier
White Sulphur Springs, W.Va. 

Shareholder House Parties at The Greenbrier
Throughout the year, The Greenbrier offers Shareholder
House Parties featuring discounted rates and special activities.
Shareholder House Parties in 2000 are scheduled for:

Easter – April 20-23
Annual Meeting – April 26-28
Memorial Day – May 26-30

For information on shareholder parties, contact Maryann San-
ford, Reservations Department, The Greenbrier, 300 W. Main
Street, White Sulphur Springs, WV 24986, or phone toll-free
(800) 624-6070 or e-mail to The_Greenbrier@greenbrier.com.

Again in 2000, The Greenbrier is pleased to extend to all share-
holders a 10 percent discount on their Modified American Plan
rates, applicable to one visit per year. Reservations will be
accepted on a space-available basis. This offer does not apply
during CSX House Parties, when rates are already discounted,
or if a shareholder is attending a conference being held at The
Greenbrier.

Form 10-K
A copy of the company’s annual report to the Securities and
Exchange Commission (Form 10-K) will be furnished without
charge to any shareholder upon written request to Shareholder
Relations, CSX Corporation, P. O. Box 85269, Richmond, Va.
23285-5629. The Form 10-K also is available on the company’s
web site at www.csx.com.

Corporate Information

Quarterly Financial Data (Unaudited)

Year 1999
Quarter 1st 2nd 3rd 4th

Operating Revenue $2,541 $2,616 $2,906 $2,748
Operating Income $ 276 $ 274 $ 18 $ 40
Net Earnings before

Cumulative Effect of 
Accounting Change $ 75 $ 114 $  (113) $ (25)

Net Earnings $ 26 $ 114 $ (113) $ (25)
Earnings Per Share:
Before Cumulative Effect

of Accounting Change $ .36 $    .54 $ (.54) $ (.12)
Including Cumulative Effect

of Accounting Change $ .12 $    .54 $ (.54) $ (.12)
Earnings Per Share,  

Assuming Dilution:
Before Cumulative Effect 

of Accounting Change $ .36 $ .53 $ (.54) $ (.12)
Including Cumulative Effect

of Accounting Change $ .12 $    .53 $ (.54) $ (.12)
Dividends Per Share $ .30 $ .30 $ .30 $ .30 
Market Price

High $45.50 $53.94 $51.63 $43.56
Low $36.00 $36.81 $41.44 $28.81

Year 1998
Quarter 1st 2nd 3rd 4th

Operating Revenue $2,462 $2,490 $2,429 $2,487
Operating Income $ 278 $ 336 $ 270 $ 276
Net Earnings $ 91 $ 151 $ 187 $ 108
Earnings Per Share $ .43 $ .71 $ .89 $ .52
Earnings Per Share, 

Assuming Dilution $ .42 $ .70 $ .88 $    .51
Dividends Per Share $ .30 $ .30 $ .30 $    .30 
Market Price

High $60.31 $60.75 $46.94 $46.81
Low $49.25 $44.88 $36.50 $37.63

(a) First quarter 1999 consists of 14 weeks; all other quarters presented consist of 
13 weeks.

(b) Third and fourth quarters of 1999 reflect pretax charges of $298 million and $62
million, respectively, to recognize a loss on the sale of international container-ship-
ping assets, net of a benefit from discontinuing depreciation on those assets from the
date of the agreement to sell. The charges reduced net earnings by $236 million,
$1.11 per share, and $35 million, 16 cents per share, in the respective quarters.

(c) Fourth quarter 1999 includes a $55 million pretax charge for a work-force reduc-
tion program. The charge reduced net earnings by $34 million, 16 cents per share.

(d) Second quarter 1999 includes a pretax gain of $27 million on the sale of the com-
pany’s Grand Teton Lodge resort subsidiary. The gain increased net earnings by 
$17 million, 8 cents per share.

(e) First quarter 1999 includes a $49 million after-tax charge to recognize the cumu-
lative effect on prior years of adopting a new accounting rule related to workers’
compensation second injury fund assessments. The charge reduced earnings per share
for the quarter by 24 cents.

(f) Third quarter 1998 includes a pretax net investment gain of $154 million, princi -
pally from the conveyance of the company’s barge subsidiary to a joint venture, and
a restructuring credit of $30 million. On a combined basis, these items increased net
earnings by $109 million, 51 cents per share.

Shares Outstanding as of Jan. 28, 2000: 218,410,759 

Common Stock Shareholders as of Jan. 28, 2000: 49,111
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B o a r d  o f  D i r e c t o r s
Elizabeth E. Bailey (1,2,5)

John C. Hower Professor of Public Policy 
and Management, The Wharton School, 
University of Pennsylvania, Philadelphia, Pa.

H. Furlong Baldwin(2)

Chairman, President & CEO
Mercantile Bankshares Corporation,
Baltimore, Md.

Claude S. Brinegar(5)

Retired Chief Financial Officer and 
Vice Chairman
Unocal Corp., Menlo Park, Calif.

Robert L. Burrus Jr.(4,5)

Partner and Chairman
McGuire, Woods, Battle & Boothe LLP,
Richmond, Va.

Bruce C. Gottwald(1,3,4)

Chairman and CEO
Ethyl Corporation, Richmond, Va.

John R. Hall(3,5)

Chairman of the Board of Directors 
Bank One Corporation
Lexington, Ky.

E. Bradley Jones(4)

Consultant
Former Chairman and CEO
LTV Steel Company, Pepper Pike, Ohio

Robert D. Kunisch(3,5)

Senior Adviser and Former Vice Chairman
Cendant Corporation, Boca Grande, Fla.

James W. McGlothlin(2,4)

Chairman and CEO
The United Company, Bristol, Va.

Southwood J. Morcott(2,4)

Chairman of the Board
Dana Corporation, Toledo, Ohio

Charles E. Rice(1,3)

Vice Chairman Corporate Development
Bank of America, Jacksonville, Fla.

William C. Richardson(1,5)

President and CEO
W.K. Kellogg Foundation, Battle Creek,
Mich.

Frank S. Royal, M.D.(2,3)

Physician and Health Care Authority
Richmond, Va.

John W. Snow(1)

Chairman, President and CEO
CSX Corporation, Richmond, Va.

Key to committees of the board
1 - Executive, 2 - Audit, 3 - Compensation, 
4 - Pension, 5 - Nominating and Org a n i z a t i o n

C o r p o r a t e  O f f i c e r s
John W. Snow ✳

Chairman, President and CEO 

Alvin R. (Pete) Carpenter✳

Vice Chairman

Mark G. Aron✳

Executive Vice President-Law and Public Affairs

Paul R. Goodwin✳

Executive Vice President-Finance and 
Chief Financial Officer

William J. Flynn✳

Senior Vice President-Strategic Planning

Andrew B. Fogarty✳

Senior Vice President-Corporate Services

William J. Ryan
Senior Vice President-Human Resources

Jesse R. Mohorovic✳

Group Vice President-Corporate
Communications and Investor Relations

Ellen M. Fitzsimmons
General Counsel-Corporate 

Arnold I. Havens
Vice President-Federal Affairs

Craig R. MacQueen
Vice President-Corporate Communications

William F. Miller
Vice President-Audit and Advisory Services

James P. Peter
Vice President-Taxes

James L. Ross✳

Vice President and Controller

Alan A. Rudnick
Vice President-General Counsel and 
Corporate Secretary

Michael J. Ruehling
Vice President-State Relations

James A. Searle Jr.
Vice President-Administration

Peter J. Shudtz
Vice President-Law and General Counsel

Gregory R. Weber
Vice President and Treasurer

✳ Executive officers of the corporation.

Board of Directors and Officers 

U n i t  O f f i c e r s
CSX Transportation Inc.
Ronald J. Conway✳

President

Michael J. Ward✳

Executive Vice President-Coal Service Group

Frederick J. Favorite Jr.✳
Senior Vice Pre s i d e n t - F i n a n c e

P. Michael Giftos
Senior Vice President and General Counsel

Dale R. Hawk✳

Senior Vice President-Automotive Services
Group

Frank H. Nichols
Senior Vice President-Employee Relations

John P. Sammon✳

Senior Vice President-Merchandise Service
Group

Paul D. Sandler✳

Senior Vice President-Corporate Services

Gary M. Spiegel✳

Senior Vice President-Operations

CSX Intermodal Inc.
Lester M. Passa✳

President and CEO

CSX Lines LLC
Charles G. Raymond✳

President and CEO 

CSX World Terminals LLC
Robert J. Grassi✳

President and CEO

CSX Technology Inc.
Charles J. O. Wodehouse
President

Customized Transportation Inc.
David G. Kulik
President and CEO

The Greenbrier
Ted J. Kleisner
President and Managing Director

Yukon Pacific Corporation 
Jeff B. Lowenfels
President and CEO



CSX Corporation
One James Center
901 East Cary Street
Richmond, VA  23219-4031 
(804) 782-1400
www.csx.com

CSX Transportation Inc.
500 Water Street
Jacksonville, FL  32202 
(904) 359-3100
www.csxt.com

CSX Intermodal Inc.
301 West Bay Street
Jacksonville, FL  32202
(904) 633-1000
www.csxi.com

CSX Lines LLC
2101 Rexford Road, Suite 350 West
Charlotte, NC  28211
(704) 973-7000
www.csxlines.com

CSX World Terminals LLC
2101 Rexford Road, Suite 250 West
Charlotte, NC  28211
(704) 973-7200
www.csxworldterminals.com

Customized Transportation Inc.
10407 Centurion Parkway, N., Suite 400
Jacksonville, FL  32256
(904) 928-1400
www.ctilogistics.com

The Greenbrier
300 W. Main Street
White Sulphur Springs, WV  24986
(304) 536-1110
www.greenbrier.com

Yukon Pacific Corporation
1049 W. 5th Avenue
Anchorage, AK  99501
(907) 265-3100
www.csx.com/business/ypc
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