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BNSF Fuel Surcharge Program - Overview

Objective - recover the increase in fuel expense 

In response to
High cost of fuel
Fuel price volatility
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Fuel expense has become a much 
higher expense for BNSF

$ Millions

Operating Expenses 2001 Operating Expenses 2005

Fuel
Up 144%

All Other Costs
Up 25%

$2,490

$8,035

Fuel

$973

$835

$741

$909
$1,084

$2,850

All Other Costs

$1,021

$6,414

Fuel expense excludes hedges
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Fuel Price Volatility
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Hedging is independent of fuel surcharge

A risk mitigation activity
Hedges – current commitments for future fuel prices
Sometimes beneficial / sometimes detrimental

2005 – fuel expense reduced by 21% due to hedging
1998 – fuel expense increased by 13% due to hedging
Existing favorable hedges expire within one year

Many customers hedge in their business operations
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History of BNSF Fuel Surcharge Program

Truck fuel surcharge program widely accepted

Original program modeled after truck

Entry point based on historical average cost of highway 
diesel fuel

Percent of freight bill for convenience

Lower percent of freight bill than truck 
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Mileage Based Program

Mileage based program reflects fuel usage

Tables built on business unit fuel intensities (weight & 
speed)

Mileage table based on rail miles

Coal and agricultural products – January 1, 2006
Responsive to customer concerns
Did not convert consumer and industrial products based 
on customer feedback
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Are we Profiting from Fuel Surcharge?

$0.0

$0.2

$0.4

$0.6

$0.8

$1.0

$1.2

$1.4

$1.6

$1.8

Fuel expense above threshold Surcharge

20052004200320022001

($0.5)

($0.3)

($0.2)
($0.1)

($0.0)

Total = ($1.1)

$ BillionsCumulative under recovery of $1.1 billion for last 5 years
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BNSF Fuel Surcharge - Conclusions

Implemented to cover escalating fuel costs

Not fully recovering fuel cost above threshold

Responsive to customer concerns in the marketplace 

Mileage based surcharges are most appropriate
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Fuel surcharge tables publicly available

Details are available at BNSF.com
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