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lAlSIMlLE IQl-lH-ltH 

October 28. 1W7 
202-274-2953 

H.\M) Dl l 1\•ER '̂ 
Tlic Honorable \ cmoii .\. Williams 
Secretary 
Surface Transportation Board 
l̂ ):.s K Street. N W 
Room " 11 
Washinuton. D.C. 20423 

5̂  .tP< 
RE; Finance Docket No. 332S&-. Corporunon ami C'.VV Traiisporiiilion, Inc., 
Xorfolk .Southern C 'orponilion iind Sorfolk Southern Railw ay Compatn - Control and 
Opvratniii Leases . \siieemi-nis -- Conrail Inc and Consolidated Rail Corporation 

Dear Secretar\ Williams: 

Enclosed for filing in the above captioned docket are the original and twenty-five copies 
ofthe Enata to the Responsi\e .Application of Neu ^'ork State Electric and Gas Corporation 
(N^ SE:Ci-l.̂ ) Please note that the attached pages 249.'\. 25i).\ and 251A of Appendix 6 ofthe 
•Application are Highly Confidential and are therefore only being scr\ ed on the Board and those 
parties who iia\e 'Signed the Highh (Confidential Protecti\e Order. 

l he text of this pleading is contained on the enclosed 3.5-inch diskette. Please date 
stamp tiie eiu losed extra cop\ ofthe pleading and niiini it to the messenger for our files. 

Ottics o» tne Secretary 
Sineerelv vours. 

\ OCT 3 0 1997 

1 r n Pub.c HsKord Ji William A 
,L___JblI - r========^— .Mtomeyfi 

Mullins 
for New York State Electric & Gas 

Enclosures 
cc: The Honorable .iacob Li.\ enthal 

.All Parties of Record 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 33388 (Sub No. 35) 

CSX CORPORATION AND CSX TRANSPORTATION, INC., NORFOLK 
SOI THERN CORPORATION AND NORFOLK SOUTHERN RAILWAY COMPANY 

-- C ONTROL AND OPERATING LEASES/AGREEMENTS ~ 
C ONRAIL INC . AND CONSOLIDATED RAIL CORPORATION 

ERRATA TO THE 
RESPONSIVE APPLICATION OF 

NEW \ ORK STATE ELEC TRIC AND GAS CORPORATION 

New York State Electric and Gas Corporation ("NYSEG") hereby submits the following 

corrections to its Responsive Applicaticn filed in this proceeding on October 21. 1997 (NYSEG-

14). 

ERRATA 

Page 2. chart, box 2: 

Page 3. chart, box I : 

Page 3, chart, box 2: 

Page 3. chart, box 3: 

Page 3. chart, box 4: 

Page 3, chart, box 5: 

Page 7, line 18: 

Page 12, line 2: 

Change "V.S. Sansom. Vol. 2A at 315-16, 332-33" to "V.S. 
Sansom, Vol. 2A at 315" 

Change "V.S. Ed-wards at 180" to "V.S. Edwards at 100" 

Change "This customized" to "That customized" 

Change "V S. Kalt. Vol. 2A at 29-30" to "V.S. Kalt, Vol. 2A at 29" 

Change "V.S. Brady at 70" to "V.S. Brady at 67" 

Change "V.S. Mulligan at 55" to "V.S. Mulligan at 52" 

Change "Prism Decisions Systems" to "PRISM Decision Systems" 

Change "Sections 1180.6(a)(2)" to "Sections 1180.6(a)(2) and 
1180.6(a)(2)(i)" 

Page 16, lines 9 and 10 Change "V.S. Edwards at 82" to "V.S. Edwards at 81-82' 



> 

Page 22, footnote 19: Change "CSX/NS-54 at 10" to "CSX/NS-35 at 10" 

Page 23, footnote 22: Change "CSX/NS-54 at 10" with "CSX/NS-35 at 10" 

Page 25, line 13: Change "V S. Edwards at 96" to "V.S. Edwards at 96 and 98 ' 

Page 27, line 11: Change "V.S. Brady at 69" to "V.S. Brady at 68" 

Page 28, line 7: Change "V.S. Edwards at 52" to "V.S. Mulligan at 52" 

Page 30, line 16: Add punctuation after "Appendix 6" 

Page 31, line 13: Should read: "option of turning to one of its other plants served by 
CSXT as a source for power' V.S. Fox, Vol. 2B" 

Page 31. line 2?: Change "V.S. Mulligan at '12-44" to "V.S. Mulligan at 42-45" 

Page 46, line 3: Change "Nearly, S300 million" to "Nearly S300 million" 

Page 61, line 14: Change "NYSEG then" to NYSEC than" 

Page 62, line 10: Change "Conrail's Loveridge rail yard" to "Consol's Loveridge rail 
yard" 

Page 63, line 3: Change "perspective, the alliance" to "perspective, the Alliance" 

Page 64. line 1: Change "portion- if any—certain investments" to "portion—if 
any of certain mvestments'" 

Page 64, footnote 3: Change "42-megazwatt" to "42-megawatt" 

Page 81. footnote 12: Footnote 12 should appear on this page, not on page 82 

Page 82, footnote 13: Footnote 13 should appear on this page, not on page 83 

Page 85, hne 10: Change "Milligan" to "Milliken" 

Page 90. footnote 29: Change "CSX/NS-54" to "CSX/NS-35" 

Pages 186A-C: Add coverpage and pages 192 and 193 of Sansom's deposition 
transcript 

Pages 221-223A: Replace pages of CSX/NS-54 with pages of CSX/NS-35 

Pages 242A-C; Add pages of NS-22 

2 



Respectfully submitted, this 2? ' day of October, 1997. 

DAVID C . R E E V E S 
1300 I STREET, N.W. 
SUITE 500 EAST 
W ASHINGTON, D.C. 20005-3314 
202 274-2932 (PHONE) 
202-274-2994 (FAX) 

WILLIAM A. IVfULLINS 
SANDRA L. BROWN 
TROUTM \N SANDERS L L P 
1300 I STREET, N.W. 
SUITE 500 EAST 
WASHINGTON, D.C. 20005-3314 
202 274-2950 (PHONE) 
202-274-2994 (FAX) 

ATTORNEYS FOR NEW YORK 
STATE E L E C T R I C AND GAS 



CERTIFICATE OF SERVICE 

1 hereby certify that a true copy of the foregoing "Errata to Responsive Application of 

New Vork State Electric and Gas Corporation" (NYSEG-15) was served this 28"' day of October, 

1997, by hand delivery to Applicants' representatives and to Judge Leventhal, and by first class 

mail to all parties of record in this proceeding. 

David C. Reeves 
Attomey for New York State Electric and Gas 



1 BEFORE THE 

2 Sl RFACE TRANSPORTATION BOARD 

3 Finance Docket No. 33388 

4 CSX CORPORATION AND CSX TRANSPORTATION. INC. 

5 NORIOI K SOUTHERN CORPORATION AND 

6 NORI O l K SOITHIRN RAILWAY COMPANY 

7 - CONTROL AND OPERATING I I ASI S AGREEMENTS -

8 ( ONRAIL INC AND CONSOl IDA f I I) RAIL CORPORATION 

9 RAILROAD CONTROL APPLICATION 

10 HIGHL^ CONI IDLN I lAL 

11 Washington. D C, 

12 W ednesday. August 27. 1W7 

13 Deposition of ROBERT L. SANSOM. a 

14 \\ iliicsh licieiii. called lor examination by counsel 

15 for ihc Parties in the above-entitled matter. 

16 pursuant to agreement, the witness being duly 

17 sworn h> .l.\N A. WILLIAMS, a Notary Public in and 

IS lor the District of Colunihia. taken at the 

]') OITKCS Arnold c'v; i'ortor. 555 Tuclflli Street. 

2(1 N W , W ashington D.C . 20004-1202. at 

21 iO;()5 a.ni . Wcdiiesda\. .August 2"̂ . 19*)". and the 

22 inoceedings being taken dow n by Stenotype by 

23 .IAN A. W ILLIAMS. RPR. and transcribed uni'jr her 

24 direction. 

186A 
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1 eiiiilies as a threat to the \olumes ol coal that 192 

1 a cairier might dcli\er to a power plant. 

> Q. So how does that work on the O.ASIS 

4 system? 

5 ,A W ell. tiic O ASIS system is simpl\ an 

6 infonnation s\stem that tells \oii ilic a\ailable 

7 transmission capacity on an iuuiri\ basis. So ail 

S (he O.ASIS .s\sk'm iloes is lo gne more reail\' 

access to tiic mformalion ot the a\ailabie 

10 transmission. 

1 1 Q. rhe\ 're going to ha\ c to reser\ c the 

12 tiansmission capabilit> in order to lia\e 

Ie\ erage. are the\ not'.' 

14 A No. 

15 Q Wli\ not ' 

16 ,A. Because tiie issue is energ\ . not 

17 capacit\ And tiie ability to acquire the 

IS ei ;cti(Mis on an iiour'; basis can be distinguished 

D from liie leciuirenient to reser\ e capacity on a 

20 iong-Ierm b;:si>. because \ ou're tr\ing to 

2! mlluence the \oiumes so you can do it without a 

-)-) capacitN commitment on the transmission system. 

23 ^ ou can be iiilerruptiblc. 

24 0 So. as to their ability to ser\ e their 

25 load on a firm basis, they would not be able to 

186B 



1 iel> on tins kind of le\ erage'.' 193 

"> .A rhat's correct. 

-> Q. l unimg to page anil in \our builel 

4 point area, iust above the heading IV. the last 

sentence ofthe last bullet has a statement. \ ery 

6 seldom are tiie inleipool transmission imes into 

7 I'.INl. 1 ( \R. ami Ni>CC full. Now. when ycd used 

S mterpool you meant iiiterarea as in NI RC area'.' 

9 .A. 1 mean! between Nl:RC areas. 

10 Q. So \ ou ha\ e not conducted an\ anal\ sis 

1 ! ofllie New York power pool's interiie capabililN 

12 wuh adjaeei,' power pools in making lliat 

13 conclusion'' 

14 .A. 1 lia\e liH>ked al l!ie data on lhe hourly 

15 power moNcments between N^ POOl and I'.IM 

16 O. Aiul \our '.esImiotiN is that the\ 

1" fici.|uenil> lia\e excess transmission capabilii\'' 

IS A •̂es. 

\') 0 lla\e \ oi' rcMcwed liie New ^ ork Public 

20 Ser\ ice Commission order idenlit'ying load pockets 

21 w iihin the New York pov :r pool'.' 

22 A No 

23 Q. .And 1 think \ou mentioned the N^'POOL, 

24 New York pow er pool. Ha\ e you studied any other 

25 power pocl interties with the New York power 

186C 



CSX/NS-35 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 33 388 

CSX CORPORATION AND CSX TRANSPORTATION, INC. 
NORFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

—CONTROL AND OPERATING LEASES/AGREEMENTS— 
CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

ERRATA TO PRIMARY APPLICATION 

CSX Corporation ("CSXC"), CSX Transportation, Inc. 

("CSXT"),i/ Norfolk Southern Corporation ("NSC"), and Norfolk 

Southern Railway Coinpany ("NSR"),^/ hereby f i l e their errata to 

the Priinary Application, with the exception of the errata t c 

Volume 6 (Environmental Report), which w i l l be f i l e d separately. 

/̂ CSXC and CSXT are referred to collectively as "CSX." 

^ NSC and NSR are referred to col l e c t i v e l y as "NS." 

221 



Explanation of Cleveland Terminal Routing Corrections 

Three sets of routing corrections are required in the 
Cleveland terminal area: 

(a) Some doublestack and high speed through trains moving 
between Chicago and Buffalo were improperly routed ovo.r 
Conrail's former NYC track through Cleveland, including over 
industrial track between Rockport and Cloggsville (via CP 
Short) that does not have adequate clearances for such 
trains. These trains are being rerouted via the proposed 
new connection at Vermillion onto NS' former Nickel Plate 
route through Cleveland. 

(b) Two pairs of trains that were running overhead between 
Conway, PA and Decatur, IL or Sidney, IL were improperly 
routed via Youngstown and Ashtabula, OH, resulting in 
needless circuity (approximately 80 miles) and needless 
congestion on NS' former Nickel Plate line through 
Cleveland. These trains are being rerouted onto Conrail's 
higher capacity line through Cleveland to Butler, IN, where 
they will connect with NS to Decatur and the West. 

(c) A number of trains running between Bellevue, OH and 
Conway, PA were improperly routed via Ashtabula, clogging 
the NS' former Nickel Plate line through Cleveland. These 
trains are being rerouted in two ways: (1) Two pairs of 
trains are being rerouted away from Cleveland via Conrail's 
Alliance to Crestline line, then via trackage rights on the 
Crestline to Bucyrus line (which will be operated by CSX), 
and then via NS' line north to Bellevue. (2) TCS and 
automotive trains are being rerouted Bellevue to Sandusky 
and then over Conrail's high capacity line from Sandusky to 
Pittsburgh. 

These Cleveland area routing corrections are reflected in 
the following changes to the train density and volume 
charts: 

4 61 Table Rochester PA to A&tatabula OH: Replace this 
segment with the following two segments (to 
reflect distinct traffic patterns) and insert 
entries for a l l eight colximns (Miles; Base 
Case Psgr Trains/Day; Base Case Frt 
Trains/Day; Base Case Total Trains/Day; Post 
Acquisition Case Psgr Trains/Day; Post 
Acquisition Case Frt Trains/Day; Post 
Acquisition Case Total Trains/Day; Change In 
Trains) as follows: 

Rochester PA to Yotuigatown Oil 

39 0.0 12.6 12.6 0.0 17.7 17.7 5.1 

-9-
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Youngstown OH to Ashtabula OH 
59 0.0 11.7 11.7 0.0 23.8 23.8 12.1 

4 62 Table Alliance OH to Crestline OH: Change entries 
for the last three columns (Post Acquisition 
Case: Frt Trains/Day; Total Trains/Day; 
Change in Trains) 
from 6.6, 6.6, -12.6 t o 4.1, 4.1, -15.0 

Alliance OH to White OH: Change entries for 
the last three columns (Post Acq'iisition 
Case: Frt Trains/Day; Total Trains/Day; 
Change in Trains) 
from 27.8, 29.8, 1.5 to 30.1, 32.1, 3.7 

White OH to Cleveland OH: Change entries for 
the last three columns (Post Acquisition 
Case: Frt T.rains/Day; Total Trains/Day; 
Change in Trains) 
from 26,8, 28.8, 14.3 to 29.7, 31.7, 17.2 

Cleveland OB to Shortline Jet OH: Change 
entries for the last three columns (Post 
Acquisition Case: Frt Trains/Day; Total 
Trains/Day; Change i n Trains) 
from 2.0, 2.0, 0.0 t o 4.2, 4.2, 2.2 

Cleveland OH to V e m i l l i o n OH: Change 
entries '̂or the last three columns (Post 
Acquisition Case: Frt Trains/Day; Total 
Trains/Day; Change i n Trains) 
from 24.4, 28.4, -24.0 t o 32.9, 36.9, -15.5 

Vermillion OH to Oak Harbor OH: Chanae 
entries for the last three columns (Post 
Acquisition Case: Frt Trains/Day; Total 
Trains/Day; Change i n Trains) 
from 36.2, 40.2, -12.2 to 41.4, 45.4, -6.9 

Oak Harbor OH to A i r l i n e OB: Replace t h i s 
segment with the following two segments (to 
re f l e c t d i s t i n c t t r a f f i c patterns) and insert 
entries for a l l eight columns (Miles; Base 
Case Psgr Trains/Day; Base Case Frt 
Trains/Day; Base Case Total Trains/Day; Post 
Acquisition Case Psgr Trains/Day; Post 
Acquisition Case Frt Trains/Day; Post 
Acquisition Case Total Trains/Day; Change i n 
Trains) as follows: 

-10-
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468 

469 

473 

oak Harbor OH to Miani OH: 

22 4.0 48.0 52.0 4.0 61.5 65.5 13.5 

Miaai OH to Airline OH: 
2 4.0 55.4 59.4 4.0 64.0 68.0 8.6 
A i r l i n e OH t'* Butler IH: Change entries f o r 
the last three columns (Post Acquisition 
Case: Frt Trains/Day; Total Train /Day; 
Change i n Trains) 
from 43.8, 47.8, -6.6 t o 48.2, 52.2, -2.2 

Table Bellevue OH to Sandusky Dock OB: Change 
entries for the last three columns (Post 
Acquisition Case: Frt Trains/Day; Total 
Trains/Day; Change i n Trains) 
from 5.9, 5.9, 4.5 to 11.7, 11.7, 10.3 

Table Ashtabula OH to Cleveland OE: Charge entries 
for the la s t three columns (Post Acquisition 
Case: Frt Trains/Day; Total Trains/Day; 
Change i n Trains) 
from 35.2, 35.2, 22.2 to 36.', 36.6, 23.6 

Cleveland OH to Vermillion OH: Change entries 
for the last three columns (Post Acquisition 
Case: Frt Trains/Day; Total Trains/Day; 
Change i n Trains) 
from 37.8, 37.8, 24.3 t o 34.1, 34.1, 20.6 

V e m i l l i o n OH to Bellevue OH: Change entries 
for the last three columns (Post Acquisition 
Case: Frt Trains/Day; Total Trains/Day; 
Change i n Trains) 
from 31.8, 31.8, 16.2 t o 27.0, 27.0, 11.4 

Butler IN to Port Wayne IN: Change entries 
for the last three columns (Post Acquisition 
Case: F i t Trains/Day; Total Trains/Day; 
Change i n Trains) 
from 22.4, 22.4, 8.8 t o 27.3, 27.3, 13.7 

Table Rochester PA to Ashtabula OH: Replace t h i s 
segment with the following two segments and 
insert entries for a l l four columns (Miles; 
Base Case Total MGT; Post Acquisition Total 
MGT; % Change MGT) as follows: 

-11-
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FROM ZSR LAW (MON) 9. ;S'97 22 ;30/ST. 20:07/NO. 4260313553 P 28 

N5-22 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

CSX CORPORATION AND CSX TRANSPORTATION, INC. 
NORFOLK SOUTHERN CORPORATION AND 

NORFOLK SOUTHERN RAILWAY COMPANY 
-CONTOOL AND OPERATING LfiASES/AGREEKfENTS-

CONRAIL INC. AND CONSOLIDATED RAIL <^RP0RATI0N 

STB FINANCE DOCKET NO. 33388 

NORFOLK SOUTHERN'S AMENDED RESPONSE TO 
NEW YORK STATE ELECTRIC AND GAS' 

FIRST DISCOVERY REQUEST TO APPUCANTS (NYSEO-3) 

Norfolk Sou'Jiemi' hcrd>y ameodt its respooae to Interrogatoiy No. 11 of the 

first set of discovery requests to Applicanu served by New York State Electfic and Gu as 

follows: 

InteffPgatnry N^ J J ; 

Identify aU track segments over 10 miks in length owned by NS fm whole or in part) 
. over which toth CSX andNS operate. You may exclude tho« scfmentt coostitutfai 

a part of the oiigm or destination. 

Without -iving any objection, and subject to the objectkms tilted in NS' previoos 

iBsponse to Interrogatory No. 11, NS hai identified the following Unc segmcats leqioasive to 

Southern Railway Coô Mny 

242A 



FROM ZSR LAW (MON) 9. ^9'' 22:31/ST. 20:07/NO. 4260313558 P 29 

this request: 

Origin 

W. Knazville, TN 
Greenville, NC 
Albany. GA 
Milan, TN 
Stone Coal Jet. WV 
Oliver Springs, TN 
Chailestaa. SC 
Hyde, TN 
Big Stone Qxp, VA 

Chattanooga. TN 
LeeCitek^NC 
Qglelfaocp. GA 
Jackioo, TN 
W. Gilben, WV 
Hairiman, TN 
Piegaall, SC 
Foodce, TN 
Frisco Yard, TN 

RespecL̂ dlly submtflBd, 

Jamee C. VOuip, Jr. 
Wmkm C. WookMdge 
J. Gaiy Lane 
James L. Howe m 
Robert J. Coouejr 
Gee >c A. AqpatoR 
NoiiOlk Southem Corparatioo 
Three Commercial Place 
Norfolk, VA 23510-9241 
(757) 629-2838 

Septembers, 1997 

A. ADm 
iV. Edwanb 

Mkfa E. Bruce 
Zuckert, Scoutt & Raaenberger, LLP 
888 Seventeenth Street, N.W. 
Suite 600 
Washington, D.C. 20006-3939 
(202)298-8660 

JohaM. Naimef 
ScotB.HiitdiiM 
Skadden, Arps, Slate, Meagher 

&FlomLU> 
440 New Yoric Ave., N.W. 
Washington, D.C. 20005-2111 
(202) 371-7400 

QnwuX for Nmm SoulmmCorBontkm 
and Mwfcft Saaaim Raihut^ Qmpam 

242B 



FROM ZSR LAW (MOK) 9. 8'97 22:31/ST. 20:07/NO. 4260313558 P 30 

rrATR nfP .sravirp 

I, Patricia E. Bnioe, certify Oat on Sqitember 8, 19971 caused to be served by 

£usimile service a h je and correct copy of the foregoing N5-22, Norfiolk Southern's 

Amended Reqwose to New York Stale Electdc and Gas' Kist Disootvery Requests to 

Applicants (NY5EG-3) on all parties that have submiSed to the Applicants i Request» be 

Placed on die Restricted Service List in STB Finance Docket No. 33388. 

Patricia B. Bruce 

Dated: September 8. 1997 

242C 
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PUBLIC V ERSION 

BEFORE THE 
SURFACE TR.\.\S PORT ATION BOARD 

FINANCE DOCKET NO. 3338 

NVSEG-14 5 .̂̂  

O R I G I N A L ' 

CSX CORPORATION AND CSX TRANSPORT.ATION, INC., NORFOLK 
SOUTHERN CORPORATION AND NORFOLK SOUTHERN R.\IL\V AY COMPANY 

- CONTROL AND OPERATING LEASES/AGREEMENTS -
CONILAIL INC. AND CONSOLIDATED RAIL CORPORATION 

RESPONSIV E APPLICATION OF 
NEW YORK STATE ELECTRIC AND GAS CORPORATION 

FEE RECEIVED 

ocr I mi 
SURFACE 

TftANSPORTAnON BOARD 

Office 0̂  Sec-Btary 

Part of 

DAVID C. REEVES 
13001 STREET, N.W. 
SUITE 500 EAST 
W ASHINGTON, D.C. 20005-3314 
202-274-2932 (PHONE) 
202-274-2994 (FAX) 

October 21,1997 

WIcLIAM A. MULLINS 
SANDRA L. BROWN 
TROUTMAN SANDERS LLP 
1300 I STREET, N.W. 
SUITE 500 EAST 
WASHINGTON, D.C. 20005-3314 
202-274-2950 (PHONE) 
202-274-2994 (FAX) 

ATTORNEYS FOR NEW YORK 
STATE ELECTRIC AND GAS 



TROUTMAN SANDERS LLP 
() K S 1 "1 S \ I 

William .\ Mullin;. 

1300 I S T R E E T \ W 

S L ' I T E ?0(J E A S T 

W A S M I V O T O V D C :o(>r,< H I 4 

I n K P H O N h : I J : . ; 7 4 . : ' » ? ( ) 

October 21. l'W7 

'\^.7\ 

202-274-29.̂ 3 

H.WD DL1.I\ :̂R^ 

The Honorable V emon .\. Williams 
Secretar* 
Surface Transportation Board 
l')25 K Street. NW 
Room ^11 
V\ ashington, D.C. 20423 

^ ENTERED 
Offtro r-f-he Secretary 

|P?rf of 

RE; Finance Docket No. 33.^88. CSX Corporation and CS.X Transportation, Inc., 
Xorfolk Soiillieni Corpo' ation and Xorfolk Southern Railw ay Company - Control and 
Operating Leases .Agreemenis - Conrail Inc. and Consolidated Rail Corporation 

Dear Secretarv' Williams: 

Enclosed for filing in the above captioned docket are the onginal and twenty-five copies 
ofthe Responsive Application of New York State Electric and Gas (NYSE&G-14). Please note 
thi.t the .Application has two versions: the Public version is redacted and the oilicr version 
contains "Highly Confidential" information to be filed under seal pursuant to the Board's first 
Decision in this proceeding, served April \b. 1997. Each version is clearly marked. The Board 
IS being pro\ ided with twenty-five copies of both versions. 

.Also enclosed is a check of S4,700 for the Application-Minor filing fee as required by 49 
C.F.R. § 1002. 

SURFAC* 

FEE BECeVED 

OCI 2 1 IW 

TB^NSPIR?^™^ BOARD 



TROUTMAN SANDERS LLP 

The Honorable Vernon A. Williams 
October 21. 1997 
Page 2 

The text of this pleading is contained on the enclosed 3 .5-inch diskette. Please date 
stamp the enclosed extra copy of the pleading and return it to the messenger for our files. 

Sincerely yours. 

William A. Mullins 
Attomey for New York State Electric & Gas 

Enclosures 
cc: 1 he Honorable Jacob Leventhal 

All Parties of Record 



NYSEG-14 

PUBLIC V ERSION 

BEFORE THE 
SURF AC E TRANSPORTATION BOARD 

FINANCE DOC KKT NO. 33388 (Sub No. 35) 

C SX C ORPORATION AND C S \ TRANSPORTATION, INC ., NORFOLK 
SOUTHERN CORPOR.ATION AND NORFOLK SOUTHERN RAILW AY COMPANY 

- C ONTROL AND OPFR.ATING LEASES/AGREEMENTS ~ 
C ONRAIL INC. AND C ONSOLIDATED RAIL CORPORATION 

RESPONSIVE APPLIC VnON OF 
NF\ \ V ORK STATE ELEC Ti<IC AND GAS CORPORATION 

DAN I D C . R E E V E S 
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BEFORE THE 
SURFAC E TRANSPORT.VriON BOARD 

FINANC E DOCKET NO. 33388 (Sub No. 35; 

C SX CORPORATION AND C SX TRANSPORTATION, INC ., NORFOLK 
SOUTHERN ( ORPOR.VnON AND NORFOLK SOUTHERN RAILW AV COMPANY 

- ( ONTROL AND OPERA! ING LEASES/AGREEMENTS -
C ONRAIL INC. AND C ONSOLIDATED RAIL CORPOR.ATION 

RESPONSIN E APPLIC A HON OF 
NEW V ORK ST VI E ELEC TRK AND C;AS C ORPORATION 

New York State Electric and Gas Corporation ("NYSEG"). the largest New York-based 

rail shipper, hereby applies under 49 U.S.C ijij 11323-11325, 49 C.F.R. P;.rt 1180, and the 

Board's Decision No. 29.' for the grant of conditions upon the asset acquisition application filed 

in f inance Docket No. 33388, ('.VV ('orporation and CS.X Transportation, Inc.. Noifolk Southern 

Corporation aiui ,\\/r^folk .Southern Railw a\ Company - Control and Operaiing 

Leases/Agreements -- Conrail Inc. and Consolidated Rail Corpc. aiion. in w hich CSX 

Corporation and CSX Transportation. Inc. (collectively referred to as "CSX"). Norfolk Southem 

Corporation and Norfolk Southern Railway Company (collectively referred to as "NS"), seek 

autliont\ to (1) acquire coriii'-!" ofConrail. Inc. and Consolidated Rail Corporation (collectively 

' ('.S'.\' Corporation and CS.X Transportation, he, Norfolk Southern Corporation and 
Norfolk ,Souihern Railw av Company - Control and Operating Leases/Agreemenis - Conrad Inc. 
and Consolidated Rail Corporation, Finance Docket No. 33388, Decision No. 29 (STB served 
Sept. 10. 1997). 



refen-ed to as "Conrail"). and (2) di\ ide Conrail's assets and the use thereof between them. (The 

application filed is herein called the "Primarv .Application"). 

While Applicants repeatedly urge that the Primaiy Application w ill benefit shippers in 

certain ways, NYSEG will receixe none of those benefits. 

C ONSEQl ENC ES OF APPLIC ANTS' PLAN 
\PPI IC ANTS ( I AIM SHIPPERS 

W ILL RFC ElV E. . 
BUT NV SEG VVILL AC TUALLY 

RECEIV E . . . 

MORE SINGLE-LINE SERV ICE 

• •'The proposed di\ i;>iuii ofConrail will 
create new single-line .ser\ ice for coal 
shipnients, benefiting coal producers and 
consumers ..." V.S. Snow. Vol. 1 at 312. 

LESS SINGLE-LINE SERX ICE 

• "jPJost-transaction. Kintigh will lose 
single-line access to all NS exclusive 
mines, mines which today can deliver coal 
to Kintigh in single-line service." V.S. 
Mulligan at 50. 

\ l W ANDIMPRO\ I D ROUTES 

• "The transaction results in more efficient 
single-line hauls for northeastem and mid-
.Atlantic power plants lhat currently rely on 
inefficient, interline rail hauls..." V.S. 
Sansom. Vol. 2A at 315-316. 332-333. 

INEFFICIENT. CONGESTED ROUTES 

• ".Along w ith projected traffic increases on 
the NKJ.A. and both carriers' unfamilianty 
with the actual operation ofthe MC^A. the 
potential for unmanageable traffic 
congestion is high." \'.S. Edwards at 84-
85.^ 

MORE RELIABLE SFR\ ICE 

• "Customers will benefit through more 
consiste:it on-time ueln cries, the 
elimination of intemiediate sw itching, 
reduced iransit times and increased 
equipment a\ailabilit\ and utilization." 
\'.S. Tobias. \ ol. 1 at 480 

LESS RELIABLE SERVICE 

• "Cv cle perfomiance of NYSEG trains also 
IS likel> to be hamied because carriers' 
nghts. rather than shippers' nghts. will 
affect loading priorities on the MGA." 
\ .S. Edwards at 85. 



C ONSEQt ENC ES OF APPLICANTS' PLAN 
APPLICANTS CLAI.Vl SHIPPERS 

W I L L RECEIVE.. . 
BUT NYSEG WILL ACTUALLY 

RECEIVE... 

IMPROVED EQUIPMENT UTILIZATION 
AND AVAILABILITY 

• "Reductions in equipment cycle time and 
more efficient equipment utilization as a 
result of new single-line serv ice also make 
a tremendous difference for all our 
customers." V S. Snow, Vol. 1 at 313. 

LESS EFFICIENT EQUIPMENT 
UTILIZATION 

• "NYSEG has worked extensively with 
Conrail to develop an efficient rail delivery 
system that allows effective utilization of 
SRC -̂ovvned equipment hauling all ofthe 
coal that Kintigh and Milliken presently 
need. The Applicants' plans would 
je^nardize much of that efficiency..." V.S. 
Edwards at 180. 

REDUCED TERMIN A! DEL AYS 

• ""Customers will benefit through more 
consistent on-time deliv cries, the 
elimination of intemiediate sw itching, 
reduced transit times and increased 
cijuipment availability and utilization." 
V S. Tobias, Vol. 1 at 480. 

INC RFASr-D TRANSIT TIMES DilLAYS 

• "Conrail and NYSEG hav e developed an 
extremely customized system for the 
deliv ery of coal to Kintigh and Milliken. 
This customized system will be destroyed 
by the oposed transaction." V.S. 
Edw ards at 75. 

LOWER IN\ ENTOR^' LEVELS AND 
SHORTER INVENTORY HOLDING TIMES 

• "[S]erv ice attributes may translate into 
lower levels of inventories, shorter 
inventory holding times, greater 
consistencv ot deliv er> , better equipment 
utilization'. ." V.S. Kalt. Vol. 2A at 29-30. 

HIGHER INVENTORIES NEEDED DUE TO 
DETERIORATED CYCLE PERFORMANCE 

• "Should Applicants be unable to maintain 
Conrail's cycle perfomiance to Kintigh. 
Kintigh could have to increase its 
inventory." V.S Edwards at 96. 

INNOVATIN E DELIVERY 
ARRANGEMENTS 

• "[T]his integrated and customer-driven 
focus will lead to added rail traffic on l\c 
New NS system, and significant benefits 
for customers throughout the new systen." 
V.S. Scale. Vol. 2B at 290. 

INNOVATIVE ARRANGEMENT 
DESTROYED 

• "CS.X and NS weie unable to assure 
N^'SEG that the benefits ofthe Alliance 
would be preserved." V.S. Brady at 70. 

LOWER RATES COST SAVINGS 

• "That new competition will certainh 
benefit shippers in many ways, ir^iuding 
the rates th.cy pay." V.S. Gr^ue, \ ol. 1 at 
333. 

INCREASED RATES 

• "[0]ur negotiating lev erage vvill be 
significantly reduced and our delivery 
efficiencies vvill be significantly hamied. 1 
believ e these impacts will increase the rail 
delivery rates..." V.S. .Mulligan at 55. 



SECTION 1180.6(a)(1) 
DESC RIPTION O F T H E PROPOSED CONDITIONS 

The proposed division ofConrail's assets will reduce the quality of N\'SEG's serv ices; 

create joint-line routes out of single-line routes; create new obstacles to efficient unit train 

operation; and increase NYSEG's operating costs. Accordingly, NYSEG hereby submits its 

Responsive .Application to the Surface Tiansportation Board ("STB" or "Board") seeking, as a 

condition to anv grant of the Primary Application a grant ofthe following trackage rights: 

1. On behalf of Norfolk Southem Railway Company, or a third party carrier suitable to 
NVSECJ.' trackage rights over the lines from Buffalo. N>' to NWSEG's Kintigh Station; 
specificallv . from the Niagara Branch MP 19.0 (CP-21) to the Tuscaroia Wye. for 
approvimalelv 4.200 feet, to Lockport Branch MP 69.6 (CP-69) lo connection with 
Somerset Railroad C\irporation at Lockport Branch .MP 58.8 (CP-59). A total distance of 
approximatelv 11.2 miles. 

OR 
2. On behalf of CSX. or a third-party carrier suitable to NYSEG, over the lines between 

Buffilo. N>' and N^'SEG's Milliken. Goudcy and Greenidge plants; specifically, from 
Chic igo Line MP 1(CT-DR.AW) over the Bison Running Track to Southem Tier Line 
MP 419.S to Binghamton MP 215,3 including Binghamton Running Track and "4 'S'ard 
I rack vvith connections to: \ estal Industrial 1 rack; on Vestal Industrial Lrack from MP 
192.3 to MP 195.4. and connections to Lehigh Secondary at Southem Tier MP 255.2. 
1 ehigh Secondary Track MP 269.5 lo 2'71.6 and connection to Ithaca Secondary ; Ithaca 
Secondarv from MP 2̂ 1.(> to the end of line at Milliken Station MP 321.0; connections to 

If exercised by NS. modification of NS's trackage nghts contained in the Pnmary 
.Application over New '̂ 'ork Central LLC C'N^'C") and CS.X. Inc.. as shown on pages 220-252 
and 329-335 of \olume SB ofthe Pnmary .Application, vvould also be required to eliminate any 
re«-.ictions contained therein that would prevent transportation to N^'SE(J's Kintigh Station, 
including, but not confined to. limitations against interchanging with, or operaiing over, property 
of Somerset Railroad Corporation. 

If exercised by a third party carrier, these rights w ould include full access ov er the 
following, fhe Chicago Line between CP-2 and FW Tower (CP-437) and the Belt Line Branch 
owned by N'N'C and operated by CS.X between the connection at FW Tower (CP-437). Buffalo, 
New York, at or near Milepost o.d. and the connection w ith the Niagara Branch (CP-1) at or near 
Milepost 7.2. and the Niagara Branch operated by CS.X between the connection vvith the Belt 
Line Branch, at or near milepost 7.5. and to Tuscarora Wye to CP-69 at MP 69.6 of 'he Lockport 
Branch to MP 58.8 (CP-59) and connection track to MP (-.0 ofthe Somerse; Railroad 
Corporation. This w ould cov er a total distance of approximately 33.2 mi'es. 



Coming Secondary at Southem 1 ier Line MP 290.1 and 290.8, Coming Secondary from 
MP 70.6 (CP-(,lass) and MP 70.9 (GP - Gibson CP-Coming) to .MP 0 (CP-335), 
including sidings, runarounds and passing tracks. A total distance of approximately 
333.4 niFles.' 

SECTION 1180.6(a)(l)(i) 
APPLICANT 

1 he name, business address and telephone number of the responsive applicant is: 

New York State Electric & Gas Corporation 
Post Office Box 3607 
4500 \ estal Parkway East 
Binghamton. NY 13902-3607 
(607) 762-4126. 

The name and address of NYSEG's counsel to whom questions regarding this application 

can be addressed are: 

William .A. Mullins 

Sandra L. Brown 
TKOI rviAN SANDFRS LLP 
1300 1 Streei. N.W.. Suite 500 East 
Washington. D.C. 20005-3314 
Tel: (202) 274-2950 
Fax: (202)274-2994, 

SEC TION Il80.6(a)(l)(ii) 
PROPOSED TIME SCHEDULE 

NA'SEG requests that i f the Board approves the Primary Application the Board grant the 

requested trackage rights simultaneously. NYSEG recognizes, however, that under the temis of 

Decision No. 29 and the Board's precedent, a separate proceeding or Notice of Exemption would 

be required in ordei" to fully implement any trackage rights and to resolve specific issues 

^ .All milepost and control point (CP) desitinations taken from Conrail timetable, NS-21-
CO-OI120-01152. 



concerning the carrier chosen to exercise the trackage rights that are herein requested by 

NYSEG. 

SECTION H80.6(a)(l)(iii) 
PURPOSE 

The purpose ofthe proposed trackage nghts is to preserve efficient rail service to 

N^'SEG's four plants. N'̂ 'SEG currently shares in the benefits of having single carrier serv ce 

V la Conrail to all of its plants from all of its coal mine origins. The Conrail acquisition will 

significantly alter serv ice to N\'SEG"s plants to a situation whereby one station. Kintigh. vvill be 

exclusively served by CS.X. and three stations, Milliken. Cioudey and Greenidge. will be 

exclusively served by NS. N^ SEG is the only Conrail served utility in this entire transaction 

that w ill hav e its current Conrail ser ed plants split between CSX and NS. Every oiher current 

C onrail served utility vvill have its Conrail serv ice replaced by either CSX or NS and indeed, in 

some cases, some utilities will actually hav e .some of their plants get sen ice from both CSX and 

NS. 

fhe proposed transaction essentially div ides N'̂ 'SEG coal deliveries in half, with roughly 

1.700,00(1 ions to be deliv ered to Kintigh by CSX and approximately 1,300,000 tons to be 

delivered by NS to the other three plants. .As a result. N^•SEG vvill lose all of its bargaining 

adv antages. Furthemiore. NYSEG has worked extensively vvith Conrail and its coal producers to 

develop an efficient rail deliv ery system that allows elTective utilization of N"\'SEG-ovvned 

equipment. Indeed, these efforts have actually resulted in the development of an "Alliance" 

beiween Conrail, NYSEG. and Consolidation Coal Company. By creating two-carrier 

mov emenls out of current single-line serv ice and by splitting NYSEG's plants between CSX and 

NS, the .Applicants' plan jeopardizes the Alliance and many of the efficiencies NYSEG has 

achieved. 



The Applicants' operating plans also dcmon.strate an unrealistic approach to serving 

N^'SEG. N^ SECi sees these operational issues causing senous problems with cycle and delivery 

times. These operational problems will cause additional financial impacts and w ill further hami 

the competitive position of NYSEG's plants. 

While not a complete cure, giving either NS or CSX single carrier access to the four 

N\'SEG plants - Kintigh, Milliken, Goudcy and Greenidge - creates at least a greater opportunity 

for .Applicants to replicate the efficiency of serv ice w hich NN'SEG has been able to achieve with 

Conrail. Loss of those efficiencies w ould be v ery costly to N^'SEG and its ratepayers. 

SECTION l'.8().ft(a)(l)(iv) 
THE N V n RE AND AMOl NT OF ANV NEW SEC URITIES 

OR OTIIER FINANC lAL ARRANGEMENTS 

N^•Sl•X) will not issue any new securities to implement the requested trackage rights. 

.Am oilier financial arrangements to be made between the tenant and the owning carriers would 

be upon such terms to which the tenant and owning carriers would agree. 

SECTION H80.6(a)(2) 
PUBLIC INTF.REST JUSTIFIC ATION 

.S'tv Appendix 1 attached hereto and the Venfied Statements of Jar.icc Mulligan. 

Manager Central Area Plants, Sean D. Brady. President. Pnsni Decisions System;̂ -, and Gary P. 

Edwards. Superv isor of Railroad Operations, Somerset Railroad Corporation, attached as 

Appendices 2. 3. and 4. respectiv ely. 

SECTION 1180.6(a)(2)(i) 
E F F E C T S ON COMPETITION 

See .Appendix 1 attached hereto and the Verified Statements of James Mulligan, Sean D. 

Brady, and Gary P. Edw ards. attached as Appendices 2, 3. and 4, respectively. 



SEC TIONS n80.6(a)(2)(ii)-(vi) 
FINANCIAL CONSIDERATIONS, ETC. 

These requirements were waived in Decision No. 29 because NYSEG is not an "'applicant 

carrier." 

SECTION 1180.6(a)(3) 
OTHER SUPPORTING OR DESC RIPTIV E STATEMENTS 

Attached as Appendices 2, 3, and 4 hereto, respectively, are the supporting witness 

statements of James Mulligan. Sean P. Brady, and Gary P. Edwards. Appendix 5 is NYSEG's 

Statement of No Significant Environmental Impact. .Appendix 6 contains documents and copies 

of deposition transcripts, which are cited in .Appendix I or any of the verified statements. 

SECTION 118().6(a)(4) 
OPINION OF APPLIC ANTS* COUNSEI 

1 his requirement was waived in Decision No. 29 because NYSEG is not an "applicant 

carrier." 

SECTION 1180.6(a)(5) 
LIST OF STATES 

This reuuirement was waived in Decision No. 29 because NYSECj is not an "applicant 

carrier." Nonetheless, all trackage nghts requested herein as ,<art of this Responsive Application 

w ill be in the Slate of New York. 

SECTION 1180.6(a)(6) 
VlAP 

This requirement vvas waived in Decision No. 29 because NYSEG is not an "applicant 

carrier." Nonetheless. Appendix 1 contains maps showing the current (Map 1) and proposed 

(Map 2) rail routings to all of NYSEG's plants. It also contains maps (Maps 3 & 4) indicating 

the trackage rights that N"N'SEG is requesting as a condition. The Verified Statement of James 



Mulligan contains other maps (Maps 5-8) show ing the Applicants' proposed post-transaction 

routings lo each of NY SEG's four plants. 

SECTIONS 1180.6(a)(7)(i) 
NATURE AND TERMS OF TIIE PROPOSED C ONDITIONS 

l o the extent that this section has not been waived by Decision No. 29, the nature of the 

transaction at issue is a request for trackage rights to be granted a carrier to be identified later as 

more fully set forth in the section above entitled ' Description ofthe Proposed Transaction" 

(complying with Section 1 180.6(a)( 1)). 

SEC TION I180.6(a)(7)(ii) 
AGREEMENTS 

There is no agreement at this time covenng the trackage rights requested. If the requested 

trackage nghts conditions are grante 1. it w ill be necessary for the inv olved caniers to enter into a 

trackage rights agreement, which must eventually be submitted lor approval or contained within 

a Notice of Exemption. 

SECTION I180.6(a)(7Miii) 
C ONSOLID ATED C OMPANY INFORMATION 

This Responsive .Application does not propose a consolidation or merger; therefore. 

Section 1180.6(a)(7|(iii) does not apply. 

SECTION 1180.6(a)(7)(iv) 
C OURT ORDER 

The applicant is the real party in interest; therefore Section 1180.6(a)(7)(iv) does not 

apply. 



SECTION 1180.6(a)(7)(v) 
PROPERTV IN( LUDED IN THE PROPOSED CONDITIONS 

The conditions requested by NYSEG in this Responsive Application involve nghts over 

what is proposed to be the property of cither NS or CSX as more tully set forth in the section 

entitled "Description ofthe Proposed Transaction" (complying with Section I I80.6(a)( 1)). 

SECTION 1180.6(a)(7)(vi) 
1>ESC RIPTION OF LINES 

This requirement was waived in Decision No. 29 because N^ SEG is not an "applicant 

carrier" Nonetheless, all trackage nghts requested herein as part of this Responsiv e Application 

arc fully set forth in the section entitled "Description ofthe Proposed Transaction" (complying 

vvith Section 1 1 S(i.6(aH 1 ))• 

SEC H O N n80.6(a)(7)(vii) 
G O \ ERNMENTAI ASSISTANC E 

No governmental financial assistance is contemplated or required. 

SECTION 1180.6(a)(8) 
ENMRONVIENTAI. AND HISTORIC AL DATA 

N^ SEG filed, on October 1. 1997 pursuant to the Board's Decision No. 29. a Verified 

Statement of .Albert O. Fieers certifying thai N^'SEG's trackage nghts proposals met the 

exemption cntena of 49 C\F.R. ij 1105.6(c)(2) (1996). A copy of that filing is Appendix 5 to this 

.Application. 

SECTIONS 1180.6(b)(l-6. 8) AND 1180.6(c) 
INFORMATION REGARDING A MAJOR OR SIGNIFICANT TRANSACTION 

NYSEG's Responsive Application is neither a major nor a significant transaction. 

Therefore, subsections (bl( I -8) and subsection (c) do not apply. .See Decision No. 29. 

10 



SECTION 1180,6(b)(7) 
APPLIC ANT'S RELATIONSHIPS TO PERSONS 
SUBJEC T TO THE BOARD'S JURISDIC TION 

NYSEG is an investor owned utility in the business of producing electricity and of 

distnbuting electricity and natural gas. primanly within the Stale of New York. NYSEG was 

formed in 1852. NYSEG's major present and prospective activities which relate to 

transportation subject to the Board's junsdiction are its ow nership of Somerset Railroad 

Corporation ("SRC"), a Cla.ss III railroad. NYSEG is the 100 percent owner ofthe .stock of SRC 

SRC owns track and railcars, but has no locomotives and no employees. SRC's railcars are 

hauled by Conrail. (\inrail operates over SRC via trackage rights and despatches SRC's line. 

SECTION 1180.7 
MARKET ANALV SES 

This requirement was waived in Decision No. 29 because NYSEG is not an "applicant 

camer. 

SECTION 1180.8 
OPERATIONAL DATA 

This requirement was waived in Decision No. 29 because NYSEG is not an "applicant 

carrier. 

SECTION 1180.9 
FINANCIAL INFORMATION 

This requirement vvas waived in Decision No. 29 because N^'SEG is not an "applicant 

carrier. 
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APPENDIX 1 
SECTIONS 1180.6(a)(2) 

PUBLK INTEREST J I STIFIC ATION 
EFFEC TS ON COMPETITION 

I . I HE BOARD*^ UI TIVl VI E VIANDATE IS TO PRESERN E EFFIC IENT RAIL 
SERV IC E TO NYSEG 

.A. The "I ransaction Must Be In The Public Interest 

"Ihc (Interslalc Commerce) .Act's single and essential standard of approval is that the 

Commission find the [transaction] to be 'consistent with the public interest.' 49 U.S.C. 

ij 11344(c)." .\fis.soun-Kan.sas-Tc\as R. Co v. / ////tv/,S><//c'.s. 632 F.2d 392, 395 (5'" Cir. 1980). 

cert denied. 451 U.S. 1017 (1981). .Sec al.so Fenn Central Merger Cases. 389 I '.S. 486. 498-

499 (196M. aiul 49 U.S.C. sj 11324(c). .Adequacy of serv ice to the public - shippers and 

consumers - is the first factor specified by statute that the Board must consider in detemiining 

whether to approve a transaction involving two Class 1 camers filed under 49 U.S.C. vj 1 1323. 

.Sec 49 U.S.C. sj 1 1324(b)( 1 )(.A). ""In a proceeding iindt.'- this section. . . . the Board shall 

consider at least - (i) the effect ofthe proposed transaction on the adequacy of transportation to 

the public." Id. 

I hc national rail transportation policy further defines the interests the Board must defend 

and foster in regulating rail carriers. .Xorfolk Sout/iern Corporaiion—Control—Norfolk and 

Western Railway Co. and Southern Railway Co., 366 I.CC. 171. 190 (1982) ("NS-Control-

N<S: i r "). Those interests include, among others, "'(3) to promote a safe and efficient rail 

transportation system . . ." and "(5) to foster sound economic conditions in transportation and to 

ensure effectiv e competition and coordination between rail carriers and other modes." 49 U.S.C. 

{; 10101. 
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B. The Board Has Fjroad Conditioning Power .And .Must l se That Power To Protect 
The Public Interest 

The Board has "broad powers" to impose conditions on approval of an application filed 

under 49 U.S.C. ^ 11323. .See 49 U.S.C. ĵ 11324(c); 49 C.F.R. 1180.1(d)(l) (1996); Lamoille 

I alley Roilroad Co. v ICC.IW F.2d 295. 302 (D.C. Cir \^m) ("Lamoille l alley"); Southern 

Facific Transponauon Co. y. ICC. 736 F.2d 708. 714 (D.C. Cir. 1984) (".S'/''\-. / ( ' ( " ) . The 

Board's broad conditioning powers are intended to allow the Board to protect the public interest. 

(iruinhch ( orp i STH. 109 F.3d 794. 796 (D.C. Cir. 1997) ("Crainhelt"): SF v. K C. 736 F.2d 

at 712 ("In deciding whether and what conditions to impose, the Commission's guide is the 

public interest."). The power lo grant conditions, including the power specifically granted the 

Board to authonze trackage rights, is contained in the same section that requires the Board to 

gram an application only if it set v es the public interest - 49 U.S.C jj 11324(c). Accordingly, the 

Board'*; conditioning pow ers are intended to allow the Board to relieve public hami resulting 

from the transaction as propi sed. 

C. The Public Interest Includes Prev enting Diminution 01 The Oualitv .And 
I Ificiencv Of Raii Serv ice Prov ided l o N> SEG 

Protecting the public interest requires that merging carriers not be allow ed to inflict on 

shippers, like N^ SEG. lower quality services "We are clearly concemed with the public's 

access to economical and reliable serv ices." Railroad Consolidation Proi edures. General Policy 

Siaiemeni. 363 I .CC 784. 788 (1981) ("Consolidulion Policy"). '"Public benefits" in a control 

transaction are defined "as efficiency gains which may or may not be shared w ith shippers and 

which include both cost reductions and sciv ice iuipfuvcmcnts." Union Pacific Corporation, et 

al. -Control^Chicago & North Western Transportation Co., Finance Docket No. 32133, 1995 

ICC Lexis 3^ at 144 (ICC served March 7, 1995). On the other hand, private benefits, such as 
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those w hich "pemiit a carrier to . . rais[e] rates without improving service, or by reducing 

serv ice w ithout a compensating reduction in rates . . . may hami the public interest." NS-

C 'ontrol-X(S:\T. 366 I.CC at 193. Sec generally i nion Facific Corporation, et al.—Control and 

Merger Southern Pacific Rail Corp,, el al,. Finance Docket No. 32760. slip op. at 99 (STB 

serv ed .Aug 12. 1996). Accordingly, if there is neither a cost reduction nor a service 

improvement, the transaction is not in the "public interest." in detemiining w hether or not there 

has been a reduction in service, the Board must preserv e N'N'SEG's most efficient routing 

options. Gramhcli. 109 F.3d at 800 ("Unless the difference in efficiency is minor, the public 

interest supports preserv ing the more efficient route"). .Accord. 49 11.S.C. vj 10101(3) (to 

promote an efficient rail system) & (5) (to foster effective coordination). 

I I . CONTRARV TO APPLIC ANTS' C LAIVIS THAT THE TRANSAC TION VVILL 
IMPRON E OPER VriNC; EFFIC lENC IES AND C RE VTE SINGLE-LINE 
SERV IC E. THE PROPOSED TRANSAC TION WILL REDUCE NYSEG'S 
QUAI ITV OF SER\ K E BV C REATINC; OPERATIONAL INEFFIC lENC IES IN 

I HE DEI IV ERV OF COAL TO NV SECJ'S PLANTS 

•A A Description Of N> SEG 

N^'SLG IS an investor-owned public utility which serves approximately 1.8 million 

people in mral. suburban and urban settings throughout ov er 40% of New York State. NYSEG is 

New ^'ork's largest rail shipper. It operates four of the six most efficient coal-fired generating 

plants in New York. Together. N\'SEG's plants employ 360 people and account for SI9.5 

million in county, tow n and school tax payments, which payments are vital to the economic 

competitiveness of Upstate New York. 

NYSEG has four power plants in New York State which will be directly harmed by the 

proposed break-up of Conrail by CSX and NS: Goudey, Greenidge. Milliken and Kintigh. All 

four of these plants are coal burning stations w hich pulv erize coal into a pow dered state and then 
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blow the coal into the boilers where it is bumed. As the map on the next page (Map 1) clearly 

indicates, NYSEG currently shares in the benefits of having seamless, single-line service via 

Conrail to all of NYSEG's rail seived plants from all of the mine origins NYSEG is capable of 

using. The acquisition will alter service to NYSEG's plants by making one station, Kintigh, 

served exclusively by CSX, and three stations, Milliken, Goudey and Greenidge, served 

exclusively by NS. (See Map 2 on the next page). In addition, maps showing the post-

transaction rail service to each of the individual plants are contained in the Verified Statement of 

James Mulligan ("v'.S. Mulligan"). As a result, the routing to NYSEG's plants after the 

proposed transaction will bt over rail requiring trackage rights, new interconnections between 

NS and CSX that don't exist today, and in some cases, NYSEG's coal deliveries w ill become 

joint-line hauls in place of today's efficient single-line serv ice. These operational issues will 

cause serious problems vvith cycle and delivery times aod cause additional financial impacts, 

harming N\'SEG's plants competitively. 

B. For N^^SEG. the 1 ransaction Will Increase, Not Decrease. Inefficient Joint-Line 
Serv ice 

The Primary .Application proposes to give CSX sole rights to serv e Kintigh while giving 

NSR sole nghts to serv e Milliken. Goudey. and Greenidge. NSR vvill also receive sole rights to 

serve certain non-MGA mines utilized by NYSEG and the car repair shop SRC uses. Splitting 

C\inrail in this fashion will disrupt the etficient. single-line service that NYSEG has developed 

with Conrail over the past fourteen years bv creating joint-line routes out of single-line routes; 

creating new obstacles to etTicient unit train operation; and increasing NYSEG's operating costs. 

Rather than receiv ing the transactional benefits touted by the Applicants, NYSEG w ill in many 

respects receiv e the exact opposite increased operational inefficiency and increased 

transportation costs. 

IS 



NYSEG Plants 
Current Routes 

2 

.«"«KINT1GH PLANT 

BLACKSVIL 
FEDERAL 

lOVERIOQE 

Conrail 

Conrail Trackage Rights 

Currant Conrail Coal Routaa 



t^ 

NYSEG Plants 
Post Merger Routes 

t l M I I I I I M l I I 

CSXT Lines 

CSXT Trackage Rights 

NS Lines 

Joint Area 



1. Inefficient Utilization of Equipment 

The transaction will result in the waste of almost an entire month's use of one SRC unit 

train set each year. To assure that adequate coal supplies are transported to both Kintigh and 

Milliken, SRC owns and oversees Conrail's operation of SRC's three 130-car unit trains. One of 

those train sets is dedicated to serving Kintigh Station and another to serving .Milliken Station, 

while the third cycles between Kintigh and Milliken at least monthly.' Venfied Statement of 

Gary P. Edwards at 82 ("V S. Edwards"). Switching that third train set back and forth between 

service to Kintigh and service to Milliken post-transaction will require two interchanges between 

CSX and NS. resulting in an average of one day's delay on each interchange. VS. Edwards at 

82; Deposition Transcript of Raymond L. Sharp at 297-299 ("Sharp, Depo. Tr."). In all, nearly 

one month's use of SRC's third unit train will be wasted post-transaction by newly-created 

interchange delays. This will reduce the total number of unit train cycles which CSX and NS can 

prov ide using SRC's unit trains. liecause of this reduction and in order to maintain the current 

cycling arrangements, SRC will either have to pay higher rates to transport needed coal in 

railroad-owfied cars or w ill have to spend over S4.1 million to acquire enough additional unit 

train equipment to compensate for Applicants' inefficient use of SRC's third unit train. V.S. 

Edwards at 96-98. 

2. The Creation of Joint-Line Movements in Place of Single-Line 
Movements 

Coal mines that vvill become sole-served by NS post-transaction will be economically and 

operationally cut off from CSX-serv ed Kintigh. Mine 84 and Powhatan Ub are two mines that 

' NYSEG also sometimes diverts a unit train destined for .Milliken to unload at Kintigh 
instead. V S. Edwards at 79. Such diversions may happen at any time, including while the train 
is en route. These movements, like the regular use of a Kintigh unit train to serve Milliken, w ill 
require multiple interchanges between NS and CSX in a post-transaction environment. 
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can suppiv the quantity and quality of coal ordinanly bumed at Kintigh and are today single-line 

movements v ia Conrail. V S. Mulligan at 46-47; 50. I nder the .Applicants' proposal, both of 

ihose mines will be solely accessible to NS. making a haul from those mines to Kintigh ajoint-

linc movement. Because, as .Applicants admit and as the ICC has found,^ joint-line service is 

usually more costly and less efficient than single-line service.' Making service from Mine 84 

and Powhatan tfb to Kintigh joint-line service vvill crea'e additional economic and operational 

limitations.' making those mines 'ess competitive on movements to Kintigh. 

3. Decreased Loading and Maintenance Flexibility 

Hav ing single carrier access to all four of NN'SEG's affected plants and coal origins, as 

Conrail has today. pn>\ idcs nevibility in loading at the mines. For example, if a unit train 

cvcling to Kintigh is scheduled \'or loading ahead ofthe unil tram cycling to Milliken. but is 

delayed arriv ing empty at Conrail's staging yard. Shire Oaks ^'ard. the Conrail I nil I rani Desk 

can readily sw ap loading dates between the Kintigh and Milliken trains, mov ing the Milliken 

train in place ofthe Kintigh train's loading spot. However, with CSX and NS shanng the .MGA 

Deposition transcript of John \\ Fox at 63. 65 ("Fox. D' o. Tr."). 

Deposition transcnpt of John W . Orrison ("On-ison, Depo. Tr."), 209, 398. 401; 
Deposition transcnpt of Donald W. Scale ("Scale, Depo. Tr."). 114. 117; Verified Statement of 
Donald W. Scale ("\'.S. Scale"). Pnmary .Application \ ol. 2B at 287; Verified Statement of 
Darius \\ . Gaskins. Jr. ("\'.S. CJaskins"). Primary .Application \ ol. 2.A at 101. 

•* F,g., CS.X Corporation-Control-Chessie System, Im . and Seaboard Coast Line 
Industries, Inc , 363 I .CC 521. 553 (1980) ("efficiencies inherent in single-line operations"); 
[ nion Facific Corporation, et al Control—Chicago .\orlh Western Transportation Co.. 
Finance Docket No. 32133. 1995 ICC Lexis 37. 109 (ICC served .March 7, 1995); and Union 
Pacific Corporation, el al.—Control and .Merger—Southern Pacific Rail Corp., et al.. Finance 
Docket No. 32760, shji o|2. at 107 (STB served Aug. 12, 1996). 

Fox. Depo. Tr. 33-34. .See generally Scale, Depo. Tr. 127- 128 (.stating that single can :T 
accountability tor on-time perfomiance enhances service). 

" Deposition transcript of L.L Pnllanian at 38 ("Pnllanian, Depo. Tr ") (single-line service 
avoids "bottlenecks in the interchange of traffic" and gives "direct control over the entire 
movement w hich means y ou can increase the utilization and efficiency of your equipment"). 
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and NS handling di.spatch of the MGA. NS vvould be more likely to move another empty non-

NYSEG NS tram into lhat loading spot in order to retain the rail revenue for NS, rather than 

moving the empty NYSEG/CSX train into the loading slot. \^S. Edwards at 85. Therefore, 

rather than being able to compensate for one NYSEG train being late by loading the other 

NYSEG train. NS would load someone else's train, causing unnecessary delay to both NYSEG 

trains. * 

N"N"SECi's costs of maintenance for its railcars vvill also increase as a result of the 

transaction. SRC does not own or operate car repair facilities for its fleet of 428 cars. Instead, 

SRC sends cars w hich need repair to a car repair shop. That shop is located on a Conrail line 

which vvill be allocated to NS under Applicants' proposal. V S. Edwards at 80. Currently, SRC 

is able to send its cars to the repair shop using time-saving, single-line service. What's more, 

under its contract with Conrail, SRC cars in serv ice to NV SFG are moved to and from the repair 

shop at no charge. \ .S. Edwards at 80. However, if the transaction is implemented, moving any 

ofthe 260 SRC railcars that regularly serve Kintigh to SRC's contract repair shop will involve a 

two-line haul, w ith attendant delays caused hv interchange between NS and CS.X. and will in all 

likelihood result m charges for some portion ofthe car's movement. .Accordingly, sending an 

SRC car from Kintigh serv ice to the repair shop w ill become less efficient and more expensive. 

\ .S. Edwards at 80. 

Conrail currently fills all ofthe coal transportation needs of NYSEG's Kintigh and 

Milliken plants using railcars owned by NYSEG's railroad subsidiary. SRC. By creating these 

new joint-line routes, the transaction vvill reduce the operational eiTiciency of SRC's equipment 

and increase NYSEG's operational costs. 
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C. For N^"SECi. Transportation Inefficiency. Not EtTiciency. Will Increase 

NS and CS.X's operaiing pians cv idence their unfamilianty w iih serv ing N>'SEG and 

w ith coordinating their own mutual operations. V.S. Edwards at 9!. The reliability, safety, and 

efficiency ofthe current Conrail .service will be destroyed, fhese new operational difficulties, 

principally on the MG.A and the Youngstown-Ashtabula line, will result from limited line 

capacity, inadequate CSX yard facilities serving the MGA. and the need to coordinate two 

earners' operations. Together, these problems w ill reduce the operational efficiency of unit train 

service to N^•SEG. which N^'SEG and Conrail have worked for many years to optimize. 

1. Increased >'ard Congestion 

Conrail presently serves the MGA from Shire Oaks Yard, handling about 10 loaded trains 

daily.' Conrail al.so has av ailable lo it We.st Brownsville >'ard. which has additional track 

capacity. \ S. I dw ards at .S6 Nev erth- less. Conrail has been refurbishing Shire Oaks \'ard to 

prov ide additional capacity for serv ing the MG.A. l he CSX operating plan, meanwhile, shows 

that CSX intends lo move about half as many loaded trains per day from the .MGA as Conrail 

presently handles. However. CS.X will use Newell ^'ard. which has far less capacity than the 

combined present capacity of Shire Oaks and West Brow nsville Yards. V.S. Edw ards at 86. 

That Conrail is upgrading its Shire Oaks Yard indicates that Conrail's current capacity to serve 

the MGA is not sufficient, yet CSX plans to use Newell Yard to handle half ofConrail's present 

MCJ.A v olume. With CSX's next nearest staging yard for the MGA being 8 hours away from 

See Deposition transcript of D. .Michael Mohan at 419 ("Mohan, Depo. Tr.") 

See CSX-2I-P-OOS208. 

Mohan. Depo. Tr. 415. 

Pnmary Application, \ 'ol. 3A at 439. 
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Newell ^'ard " and an absolute minimum of I 7 to 21 hours away from MGA mines used by 

N^ SEC/. N^ SEC/'s unit train sets that are intended to be able to cycle 78 times per year 

between the MCi.A and Kintigh are likely to be delayed en route and to not arrive in time to fill 

their loading slot.' V.S. Edwards at 87. 

2. Increased Use of Trackage Rights 

In addition, a carrier which mu.st operate on track it does not own. as CSX will have to do 

in operating on the MGA and the '̂oungstovvn-Ashtabula line in order to serve NYSEG. cannot 

remain competitive. On the MGA and beiween '̂oungstown and Ashtabula. CSX will have to 

operate on lines it does not own. In the words of its landlord on ihose lines, N.S, a carrier cannot 

remain competitive in that situation: 

If you do not ow n your line, you do not control this inv estment, so you also lack control 
over safety, efficiency, and service. In short, you cannot stay competitive. 

Here is an anecdote which makes the point. Norfolk Southem has trackage rights 
over a CSX double-track main line in Cincinnati. We continually experienced delays and 
associated added costs and serv ice failures in trying to mov e our trains over these 
trackage nghts. One could attnbute this to the capacity of the CSX line or to the malign 
innuence of CS.X. but in truth the problem vvas that CSX's priorities and self-interest are 
diil'erent trom our priorities, and CSX owns and controls the track. . . . 

Another example is the CP's attempt to provide competitive intennodal serv ice to 
the New \'ork area ov er trackage nghts on Conrail. It nev er really worked, and CP may 
withdraw from the market. I he route could have been adequate, and in fact had offered 
effective competition in the pre-Conrail era. But trackage rights over an 

.S't'c CSX/NS-67 at 17. 

CSX estimated 17 to 21 hours between arrival of a train at New Castle, PA, and placing 
that train in position for loading at an .MGA mine, "assuming no delays in "staging'." CSX/NS-
106. 8. 

'' The merger ofthe Monongahela Railway Co. into Conrail was intended to improve the 
efficiency of MCi.A operations by remov ing the need to interchange at West Brownsville and by 
centrali/ing tram and crew dispatch functions. Consolidated Rail Corp—Merger—Monongahela 
Railway Co.. Finance Docket No. 31875, 1991 ICC LEXIS 234 at 3. Applicants' plan will 
largely undo these efficiencies. 
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unenthusiastic, competing owner did not sufflce to give customers the service they 
wanted. (I mphasis added.) 

Sec Appendix 6 (NS October 29. 1996 letter "To All Rail Shippers"). CSX's lack of control over 

portions of its serv ice from the MGA to Kintigh will, in Applicants' ow n words, make CSX less 

efficient and less competitive. This will significantly hami NYSEG, which relies heavily on 

MGA to Kintigh serv ice to maintain NYSEG's own competitiveness. 

3. Increased Blockage of Road and Track Crossings 

NS is not without its problems in operating between Youngstown and Ashtabula. NS 

cannot move a Milliken-bound coal train eastbound at Ashtabula without blocking one or more 

road crossings, plus probably blocking the NS mainline and perhaps the Youngstow n-Ashtabula 

line for probably one to two hours.There is no track structure allowing an NS train northbound 

on the Youngstown-Ashtabula line to move directly eastbound on the NS Cleveland to Butfalo 

line.'^ Instead. NS w ill have !(> move westbound on the Cleveland to Buffalo mainline and onto 

a siding there." The locomotiv e then would have to uncouple from the w est end of the train and 

run back and forth to the cast end ofthe siding, using the nam line, to set up the train for the 

eastbound move. This time-consuming operation will either block the NS main line, which NS 

projects to be heavily used, or will stretch out even further because the locomotives need to clear 

the main line for through trains to pass.' V.S. Edwards at 90. Thus. NS's operation of 

A similar problem would exist in moving a westbound NS train southbound onto the 
'̂oungstown-.Ashtabula line 

'' .S'tr Mohan. Depo. Tr. 396, and NS Lake Division track chart, NS-21-CO-03684. 

See Mohan. Depo. Tr. 396. 
r 

REDACTED CSX-21-CO-000581, 
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NYJJEG'S Milliken-bound coal trains, as well as a portion of the other 12 to 16 trains per day 

which NS expects to operate over the '̂oung.stown-Ashtabula line, will block for extended 

periods NS's own main line, perhaps the '̂oungstovvn-Ashtabula line, and two or more road 

crossings in Ashtabula. V S. Edwards at 89. fhe possibility exists that such continued blockage 

of rail lines and road crossings will become operationally unfeasible and force NS to some other, 

less direct and likew ise less efficient routing to seî 'e Milliken. 

4. Increased Need for Coordination Among Tw o Competing Carriers 

Applicants' pro fonna train schedules likew ise evidence an unrealistic view of serving 

N'^'SEG. perhaps stemming from Applicants' frequent failure to consult each other and current 

Conrail employees in developing their operating plans. V.S. Edwards at 92. NS and CSX 

operations ofthe '̂oungstovvn-.Ashtabula line already evidence lack of coordination, a failure 

which may indicate broader problems like the current LIP operalional debacle in Texas. NS's 

operating plan failed to account for trains that CSX vvould move ov er the '̂oungstovvn-Aslltabula 

line, even though that line is slated to be NS-ow ned and controlled. ' The application errata 

show an almost 50" o increase in number of trains operated on the ^•oungstovvn-Ashtabula line." 

That huge increase, to almost twice the current level of use of that line, resulted from NS not 

knowing when it fonnulated its operating plan how many ttains CSX planned to operate on that 

REDACTED 

" .Mohan, Depo. Tr. 390. 391. 

" CSX NS-54 at 10. 
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hue ' CSX apparently also knew that NS did not know the intended extent of CSX operations 

on that NS line."' 

Further concem about Applicants' ability to coordinate their joint use of the MGA and 

the ^ oungsiow n-.Ashtabula line arises from Applicants' inexperience in coordinating such high 

volume operations. N^'SEG requested Applicants to identify all lines more than 10 miles 

long-'owned by NS ov er which CSX had trackage nghts. In NS-22, Applicants identified only 9 

such lines. In CSX NS-106, supplemental responses to further NYSEG discovery. Applicants 

disclosed that CS.X operates at most three trains per day in each direction over one ofthe NS 

lines over which CSX had trackage rights. The average CSX trackage rights operation over any 

of these NS lines was betw een one and tv o trains each direction each day By contrast, the 

Applicants project an average of 24 trains per day on the N'oungstovvn-Ashtabula line, as well as 

handling a heavy v u'unie on the MGA. Applicants' lack of expenence coordinating their 

operations over the same piece of track when the volumes involved are so high, coupled with the 

predominantly single-track nature ofthe MCi.A and ofthe Youngstown-Ashtabula line, plus the 

additional complication ol .Applicants' need to use helper locomotives on the \'oungstown-

Ashtabula line. ' make Applicants' operational coordination on those lines even more difficult. 

( oordination of two-carrier operations makes providing on-tia.s performance very 

difficult, as NS itself admits: 

.Mohan. Depo Tr. 390. 391, 

•' Orrison. Depo, Tr, 216, 

T'le Y oungstown-Ashtabula line is 59 miles long. 5ft' CSX/'NS-54 at 10. and the MGA 
altogether is about 123 miles long. \ .S. Edwards at 83. 

' Mohan. Depo. Tr. 41 7. 

CSX NS-87at9. CSX NS-106 at 11-13. 
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Q: You at one point in your statement say that there are advantages to single-
carrier responsibility for on-time performance. What are those advantages? 

A: Having one party to hold accountable, one party to establish the transit 
standards, one party to measure against those transit standards, basically the one-party 

xountability as opposed to having two panies to deal with. 

Q: Is it also the case that it's easier for one party to control its own actions 
than to have to coordinate w ith another party so that they both achieve a single result? 

A: I would think generally that's a correct statement. 

Scale, Depo. Tr. 127-128. Applicants' plans for serving NYSEG are burdened with difficult 

coordination tasks, tasks that the Primary Application does not show that Applicants can manage. 

Not knowing the extent to which there will be operating difficulties is indicative of the 

dangers of having two competing carriers w hose "priorities and self-interest are different" 

operating over the same limited facilities like the MGA and the Youngstown-Ashtabula line. 

Such lack of coordination will impair the essential cycle performance of NYSEG's unit coal 

trains. \^S. Edwards at 84-85. 

D. NY'SEG's 1 ransportation Costs Will Rise. Not Fall. Unless Conditions Are 
Granted 

NYSEG's generating costs directly determine how much electricity NYSEG can sell. 

V.S. Mulligan at 47-48. Total fuel costs are a large portion of NYSEG's overall costs, and coal 

transportation ' Osts are 36 to 40 percent of total fuel costs. V.S. Mulligan at 48. Therefore, coal 

transportation costs must be tightly controlled lo maintain NYSEG's ability to market its 

product. \ S. Mulligan at 48; 51. Rail transportation of NYSEG's coal is the only cost-

effective, environmentally sound method of transporting the coals w hich NYSEG uses to fuel 

NY SEG's Kintigh and Milliken plants. V.S. Edwards at 95; V.S. Mulligan at 51. 
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1. Increa.sed Inventory Costs 

Maintaining the requisite number of train cycles serv ing Kintigh and MilLken each year 

is crucial to controlling coal transportation cost. V S. Edward; at 95. Because Applicants' 

proposal threatens to undermine essential cycle perfonnance for NYSEG train sets, NYSEG may 

have to increase its coal inv -ntories to protect against train cycle disruptions. This will cost 

NY'SEG S.5() per month for each ton of increased coal inventory , or about $92,000 per year for 

holding merely one additional unit trainload of coal - a mere 4 days' bum at Kintigh."' V S. 

Edwards at 96. .Moreover, because SRC does not have enough equipment to maintain NYSEG's 

cycle times in a post-transaction environment (due to the fact that NS and CS.X will require one 

more unit tram than Conrail requires today). NYSEG vvill have to pay higher per ton 

transportation charges REDACTED 

for moving coal in railroad-owned equipment or will have to purchase its own additional 

equipnicnt at a cost of S4.I4 million. \'.S. Edwards at 96. 

2. Increased Equipment Costs 

The transaction also affects NY'SEG's inv estment in railcars. Presently , SRC is retaining 

38 essentially surplus railcars to guard against the inefficiencies threatened by the Applicants' 

operating proposal. V.S. Edwards at 97. This is a present opportunity cost to NYSEG of the 

Applicants" proposal. What's more, should -Applicants be unable maintain NYSEG's 

historical cycle times, as NYSEG expects. SRC may have to invest another S4.14 million in 

additional railcars to make up another unit train to carry the coal that Applicants' inefficiency 

.A comparable •"'gure for Milliken would be an additional S76,000 per year per additional 
trainload of inv entorv added. \ .S. Edwards at 96-97. 
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will prev cni them from carrying in equipment that now is adequate to meet NYSEG's needs. 

V.S. i:dwards at 98. 

III. CONTRARY TO APPLICANTS' CLAIMS, THE PROPOSED TRANSACTION 
W ILL NOT PROMDE N^ SEG WITH TWO CARRIER COMPETITION OR 
LOWER NYSECrS C OS TS, BUT WILL DESTROY A L L OF THE ECONOMIC 
BENEFITS NYSEC; AND CONRAIL HA\ E ACHIEVED 

Contrary to the standard belief that "captive" utility shippers incur both price and serv ice 

hami from having rail sen ice from only one carrier. NYSEG instead actually benefits from 

having single carrier service via Conrail to all of its plants from all of its ongins. See Verified 

Statement of Sean D. Brady at 61 ("\ .S. Brady"). (The "competitive partnership [between 

NY SEG, Conrail and Consol] promoted the interests of all parties and gave Conrail a less 

antagonistic approach toward NY'SEG than w hat would typically be expected by a railroad, 

especially toward a captiv e shipper."); \'.S, Mulligan at 47. ("Having one transportation carrier 

who serves all of NY SEG's ongins and all of NY'SEG's destinations adds to the efficiency of 

NY'SEG's coal deliveries and increases NYSEG's ability to benefit from origin competition 

among the vanous mines,"); and \'.S. Edwards at 79. ("Having a single railroad serving all of 

NY'SEG's ongins and destinations utilizing SRC dedicated equipment enables NY'SEG to 

manage actual unit train operations to achieve optimal efficiency.") The acqaisition, on the other 

hand, essentially divides NYSEG's coal deliveries in half, with roughly 1.700,000 tons to be 

delivered to Kintigh by CSX and approximately 1.300.000 tons to be delivered to the other three 

plants by NS. Because Conrail currently delivers coal from all of NY'SEG's origins to all four 

NY SEG plants on a single-lme basis, splitting NY'SEG's plants between CSX and NS vvill 

significanth reduce NY'SEG's importance and bargaining leverage, place NY'SEG at risk of a 

rate increase, and destroy the unique relationship that NYSEG enjoys vvith its carrier. 
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.A. NY'SEG Will Lose The Benefits Of Being ,A Large Volume Shipper 

For electnc generating stations, such as NY'SEG, the delivered coal pnce is the single 

most important variable in its competitive profile. As stated above. NYSEG currently purchases 

approximately 3 million tons of coal per year, all of w hich is delivered solely via Conrail. 

Overall. NY'SEG's tonnage is approximately 6% of Conrail's approximate 51.5 million tons of 

coal It transports to utilities. Because NY'SEG w as such a large volume shipper on the Conrail 

system. Conrail was more willing to work with NY'SEG in order to provide the delivery 

efficiencies necessary to keep NY'SEG competitiv e. Indeed, being such a large volume s'̂ pper 

for (\inrail w as one of the key elements that led Conrail to form the .Alliance, a cooperative 

venture between Conrail, NY'SEG, and Consolidation Coal Company ("Consol"). V.S. Mulligan 

at 52; \'.S. Brady .;t 69. I hc collaboration made possible by the .Alliance has optimized the use 

of NY'SEG's railcar fieet. resu'ting in a 31".i delivery elficiency gain. V.S. Brady at 63. 

In a post-transaction env ironment. NY'SFG vull be negotiating for the delivery of 1.7 

million tons with CSX. whose post-transaction coal tonnage vvill be at least 205.6 ' million tons. 

This means NYSECj will only represenl approximalely eight-tenths of T'o of CSX's post-

transaction coal mov ements in the eastem United States. NY'SEG w ill then be required to 

negotiate with NS for the deliv ery of 1.3 million tons, whose post-transaction coal tonnage is 

projected to be 150.9" million tons. This means NY'SEG vvill represent approximately eight-

tenths of l"o of NS's post-tt;insaclion coal tonnage in the eastem U nited States. Clearly, 

This figure vvas obtained t'roni the fact ihat pre-transaction. CSX shipped a total of 180 
million tons of coal. Pnmary .Application \'oi. 2.A at 349, and CSX vvill get 49.7"o ofConrail's 
coai traffic post-transaction. Primary .Application \'ol. I at 8(». 

This figure w as obtained from the fact that pre-transaction NS delivered 125 million tons 
of coal. Pnmary .Application \ 'ol. 2B at 264. and post-transaction NS will obtain 50.3% of 
C^mrail's coal traf'fic. Pnmary .Application \ 'ol. 1 at 80. 
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NYSEG becomes a much less significant player to NS and CSX in a post-transaction 

environment than NY'SEG was to Conrail in a pre-transaction environment. Being such a small 

player to CSX and NS vvould have made the Alliance impossible."* Instead of being a large 

captive shipper with significant negotiating leverage with its captive rail carrier, NYSEG will, 

post-transaction, be a relativc'v small captive shipper to NS and CSX and NYSEG's negotiating 

leverage vvill be significantly reduced, while at the same time, its delivery efficiencies will be 

destroyed. V S. Edwards at 75; V.S Edwards at 52. 

The fact that v olume plays a role in determining the w illingness of a carrier to work with, 

rather than against, a utility shipper vvas confimied by NS's Executive Vice President of 

Marketing, ike Prillanian. who agreed that it is a benefit for NYSEG to have all of its plants 

served by one c-imer with single-line service capabilities, Pnllanian. l.'jpo. Tr. 53. Furthemiore, 

Mr Pnllanian believes that a utility's ability to use volume as a leverage in negotiating can be 

used to get a lower pnce for rail serv ices. Pnllanian. Depo. Tr. 58. Even the Board has 

recognized that "a sufficiently strong bargaiiiing position [can] enable [a utility] to exert leverage 

over the destination carrier." L nion Facific-Coiitrol-Missouri Pacific, el al,, 366 I .CC 462, 539 

(1982), 

NY'SEG's volumes vvere relatively large for Conrail, but the volumes will be extremely 

small fo CSX and NS, In documents produced during discovery, both CSX and NS have shown 

that the,, do not v ;evv utilities with volume leveis as low as NYSEG's to be significant shippers 

w ith corresponding bargaining leverage. Indeed, in a highly confidential and severely redacted 

document. REDACTED 

NS w itness Scale confirmed that having only one carrier to deal with rather than two is an 
advantage. Scale, Depo. Tr. 127-128. 
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REDACTED 

csx-

41-HC-001049. NS's documents also show that the REDACTED 

REDACTED NS-42-CO-

00476. Thus. CSX's and NS's own words prove that NYSEG will lose the compeUtive 

advantage it had gained from being Conrail's largest New York shipper. 

B. NY'SEG Will Not Benefit From Two Carrier Competition And Lower Rates. But 
Instead, Is At Risk Of A Rate Increase 

CSX and NS allege in their Pnmary Application that utilities, such as NYSEG, will 

benefit because CS.X and NS are fierce competitors. The verified statements ofthe Vice 

Presidents of Coal Marketing for both NS and CSX have each emphasized that utility companies 

w ill benefit from the introduction of CSX and NS as vigorous competitors in the eastem United 

States. Verified Statement of Raymond L. Sharp ("V S. Sharp"), Primary Application. Vol. 2A 

at 353; Verified Statement of John W. Fox ("V.S. Fox"), Primary Application, Vol. 2B at 272. 

To test their arguments. NY'SEG's counsel requested that Applicants produce documents which 

proved how CS.X and NS compete against each other for rail traffic. NYSEG-3 Requests No. 1-

5. Afier a long discov ery battle w hich repeatedly narrowed the original requests, the 

Administrative Law .(udge. The Honorable Jacob Leventhal, limited NY'SEG's discovery to the 

CS.X and NS files of three coal utility companies. Discovery Conference, Sept. 18, 1997, Tr. 64-

67. These three companies currently have some of their plants served by CSX and some of their 

plants serv ed by NS and thus most closely resemble the NY'SEG post-transaction environment. 

A review of those documents produced by CSX and NS has failed to yield one 

substantive document which shows CSX and NS competing against each other in a situation 

where CSX is the exclusive transportation provider to some ofthe plants of a utility company 
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and NS is the exclusive iransportation provider to the other remaining plants of that same 

company, i.e. the NY'SEG post-transaction environment. What these documents do show is that 

there is competition between NS and CSX (1) w here a plant is dual served by the both of them; 

(2) w here NS or CSX view themselves as competing against another carrier, trucks, barges, 

rail/barge, or rail/truck options; or (3) where a plant has a feasible option for a spur or build out 

to the other carrier. None of these factors are available to NYSEG. NYSEG's Kintigh plant w ill 

be captive to CSX and Milliken, Goudey, and Greenidge wiil be captive to NS, but none of these 

plants have truck, barge, or build-out options. V.S. Mulligan at 50-51; V.S. Edw ards at 100. 

What the documents show is that CSX and NS vvill not compete against each other unless one of 

those three factors is present."'' 

The fiict that none of the three factors necessary for CSX and NS to view each other as 

competitors are present for NYSEG means that CSX and NS can raise their rates to NYSEG 

without the fear that the other carrier w ill gain increased market share. Indeed, both CS.X and NS 

have indicated that transportation price I'or NYSEG's coal will go up as a result ofthe 

tiansaction. During preliminary negotiations vvith CSX in July 1997, Dan Green of CSX stated 

that NY'SEG's rates would likely go up after the contracts lapse. See Appendix 6. In addition, 

John William Fox, NS's Vice President, Coal Marketing, has stated that any Conrail rate that can 

be raised will be raised. Fox, Depo. Tr. 118. Furthennore. both Mr. Fox and Raymond L. Sharp, 

CSX's Vice President, Coal Sales and Marketing, have stated that their job is to charge the 

highest rate possible. Fox. Depo. Tr. 99-100; Sharp, Depo Tr. 43-44. Clearly, CSX and NS 

REDACTED 

CSX-41-FIC-001395. 
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have indicated their desire to raise rates, not lower them, and NYSEG stands to lose from any 

increase in its rail delivery costs. 

C >'Y'SEG Will Not Benefit From Two Carrier C^ompetition 

Despite these clear indications that NS and CSX w ill attempt to actually increase 

NYSEG's rates, both CSX and NS have indicated that NYSEG vvill. nonetheless, benefit from 

two earner competition. They claim that due to the fact that NS will serve some of NYSEG's 

plants and CS.X will serve Kintigh. NY'SEG will benefit from the competition between CSX and 

NS for their respective solely served plants. For example. C^SX's economic consultant. Robert L. 

Sansom. asserts that the iransaction itself will result in increased competition because CSX and 

NS vvill be seeking to increase rail v olumes at their respective solely served plants, post-

transaction. \'.S. Sansom. \ 'ol. 2A at 321. NS's witness. Mr. Fox. states even stronger that " [ l ] f 

a utility is not satisfied w ith the price or serv ice provided by NS to a particular plant, it has the 

option ol turning to one of its plants served by CSX I as a source of power." V.S. Fox, \ 'ol. 2B 

at 272. 

NY SEG does not dispute that some utilities may actually be able to gain a lower 

transportation rate at a CSX exclusive plant because of threat to shift generating capacity to the 

NS served plants within the same system (or v ice-a-versa). However, NY'SEG cannot effectively 

threaten to raise or lower its generating capacity at Kintigh (which w ill become exclusive CSX) 

or at .Milliken, Goudey, or Greenidge (which vvill become NS serv ed) in order to pit CSX and NS 

against each other in order to obtain lower rates. As show n in the V^erified Statement of James 

Mulligan, NY SEG's plants are base loaded and run at between i.nd capacity. V.S. 

Mulligan at 42-44. This means that NY'SEG cannot increase capacity at its NS plants, for 

example, if CSX charges an exorbitant rate for transportation to Kintigh. In addition, as Mr. Fox 
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agreed in his deposition. NY'SEG's ability to leverage by pitting one station against the other is 

dependent on the stations hav ing unused generating capacity. Fox. Depo. I r. 85-86; . iccord, 

Sansom. Depo. I r. 192-193 (base loaded plants have no leverage). 

D. Instead Of Benefiting From fwo Camer Competition. The Transaction Destroys 
l he Unique Relationship That NY'SI-CJ Has Developed V\'ith Conrail 

Although NS's Executive Vice President of Marketing, L.L Pnllanian. slates that "NS's 

strategy is to w ork closely vvith its customers to develop solutions that address specific 

transportation needs." \ .S. Prillanian. Vol. 2B at 203, Mr. Fox stated that he could not remember 

any tri-party agreements like NY SEG currently enjoys. Fox. Depo. Tr. 51. In addition, nowhere 

in the Pnmary .Application docs CSX ev en discuss the importance of working with a specific 

shipper to develop muuialiy beneficial transportation strategies. This is further supported by the 

testimony of Mr. Sharp that REDACTED 

Shaqi. Depo. Tr. 273. 

This predisposition of NS. and especially CSX, against building a long-temi partnership 

vv Ith a shipper w ill turther harm NY'SEG, Not only vv ill NY'SEG not realize any ofthe benefits 

thai Ihc Applicants allege in the Pnmary .Application, NY'SEG stands to lose the benefits it 

currently receives from Conrail, both from an operational standpoint, .see V.S. Edwards, and a 

business standpoint Sec V S. Mulligan and \',S. Brady. As noted eariier, NYSEG stands to lose 

its current partnership vvith Conrail and Consol which has been called the "Alliance." The 

Alliance vvas primarily intended to reduce costs and increase revenues by the parties working 

together as partners, instead of adversanes. This included coordinating efforts Ibr the three 

components of coal which are necessary for NYSEG's electric generating business: production, 

transportation, and use. NY'SEG believed that by working together with one coal producer and 
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its sole rail carrier, each party in the chain of production could achieve efficiencies and cost 

savings, which, in the end. vvould benefit everyone -- Consol would produce more coal, Conrail 

would deliver more coal, and NY'SEG would produce more power at a low er delivered price, 

thereby lowering NY'SEG's generating costs and increasing NYSEG's power output from its 

plants in an ever increasingly competitive generation market. 

The Alliance worked. The collaboration made possible by the Alliance has optimized the 

use of NY'SEG's railcar fleet, resulting in a 31% delivery efficiency gain. V.S. Brady at 63. At 

Kintigh, the Alliance eliminated 30 train cycles per year, which in tum, required 270 less crew 

starts and 3.840 less locomotive hours. Similarly, successful implementation ofthe .Alliance at 

Milliken resulted in 27 less cycles per year. 324 less crew starts, and 1,872 less locomotive. V.S. 

Brady at 63. These changes resulted in significant savings to NY'SEG and Conrail, saving 

NYSEG Sl.o million per year. 

Also due to the .Alliance. NY'SEG vvas able lo add an othenvise non-profitable generation 

unit to its portfolio and Conrail w as able to deliver additional low incremental cost tonnage to an 

existing customer. Specifically, since reconnecting that unit, NY'SEG bumed more than 63,000 

additional tons of coal and produced more than 130,000 megawatt-hours of electricity. This 

additional business resulted in approximately S800,000 of additional revenue to Conrail and 

increased NY'SEG's wholesale revenues by approximately S2.8 million for the term of the 

agreement."" 

This competitive partnership promoted the interests of all parties and gave Conrail a less 

antagonistic approach toward NYSEG than what would typically be expected by a "monopoly" 

railroad. The achievements were a direct result of being able to work with only one carrier 

See V.S. Brady at 66. 
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instead of two. Because NY'SEG w ill have lo deal w ith two carriers in a post-transaction 

env ironment ami because neither CSX nor NS has demonstrated a willingness to enter in.o such 

Alliance-type agreements, V S. Brady at 67. the proposed transaction vvill likely destroy the win-

w m strategies that NY'SIXJ has developed through the Alliance. V.S. Brady al 68. 

I \ . NY SEC;S SOLUTION PRODUC ES A BAI ANC ED RESULT TII AT IS 
CONSISTENT WITII THE PUBLIC INTEREST 

The pow er to grant conditions, including the power specifically granted the Board to 

authorize trackage rights, is contained in the same section that requires the Board to grant an 

application only if it serv es the public interest - 49 U.S.C. ^ 11324(c). Accordingly, the Board's 

conditioning powers are intended to allow the Board to reliev e public harm resulting from the 

transaction as proposed. 

The Board will impose conditions on a proposed transaction only when workable 

conditions, sought to remedy a public harm caused by the proposal, are "designed to enable 

shippers to receiv e adequate serv ice" and vvill provide benefits or relieve hami to a greater extent 

than any hanii lhey may cause lo the projected benefits ofthe transaction. 49 CF.R. 

{; 1180.l(d)( 1) (1996). The condition must be "narrowly tailored" and designed not to put the 

shipper 111 a better position than before the merger. Burlington Northern Inc.. et al. - Control 

and .\fcrger - Santa Fc Pacific Corp., et a l . Finance Docket No. 32549. shji o^. at 56 (ICC 

sened Aug. 23, 1995). 

The irackage rights conditions requested by NYSEG meet this test. While not perfect, the 

proposed trackage rights will preserve at least a portion of NYSEG's service quality and 

competitive position without detracting from the overall benefits ofthe proposed transaction. 

NY'SEG has proposed a narrow solution tailored to minimize dismption ofthe Primary 
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Application, yet at the same time, remedy the hami that the transaction would cause NYSEG and 

its customers. Because NS. in a post-transaction env ironment. will operate through Buffalo to 

Niagara v la trackage rights over what w ill become a CSX line, NS w ill come within 12 miles of 

the line owned by Somerset Railroad Corporation, which is owned by NYSEG and connects with 

Kintigh. .Sec Map 3 on the next page. If the Board grants NS, or another carrier of NYSEG's 

choosing, trackage nghts to the Kintigh plant, the proposal will extend NS's Buffalo to Niagara 

trackage nghts a mere 11 2 miles over a lightly used branch line. This would allow NS to serve 

all of NY'SECJ'S plants from all of N'Y'SECJ'S coal mine origins in seamless, single-line serv ice, 

replicating the pre-transaction operational and competitive situation. 

As an alternativ e. NY'SECi is requesting the Board to grant CSX (or a carrier of NY'SEG's 

choosing) trackage rights from Buffalo over the Southern Tier lines, which will become NS lines, 

in order lo serve .'Vlilliken. Cioudey and Cjrcenidge. This would also replicate the pre-transaction 

situation by allowing CS.X lo serve all of NY'SlXi's plants in singlc-line service. ' .See Map 4. 

which follows Map 3. 

NY'SEG's solution does nol detract trom the ov erall benefits of the merger. Indeed, at 

most. NY'SEG's solution would divert revenues from hauling about 1 7 million tons of coal from 

CSX to NS or revenues for hauling 1.3 million tons from NS to CSX. That tonnage would be 

less than eight-tenths of one percent of either carrier's coal tonnage, and certainly would be an 

almost infinitesinially sniaii ..>urtion of either carrier's overall tonnage and revenues. 

" Because NS has an advantage in operating to and from the .MGA, V.S. Edwards at 98-99, 
granting trackage nghts to NS may be the preferred choice between the two trackage rights 
proposals. M". how ev er, the Board believes that granting CSX trackage rights to reach Milliken, 
Cioudey and Greenidge better ô .-v es the public interest, that grant would also be narrowly 
Ibcused because it would he limited to service to three NYSEG plants. 
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Trackage Rights to Kintigh 

NIAGARA FALia 

KINTIGH PLANI"! 
(West Sem ̂ rset)l ' J 

BUFFALO 

..•»••...•.••»••••• NYSEG Propoeed NS Trackage Righte Over CSX Line 

^M... . ! . . . . . . . . . . . NS Trackage Rights On CSX Poet-Tranaaction 

Exiating Somerset RR and Industry Track 

CSX Lines Post-Transaction 



Trackage Rights To IVIilliken, Goudey and Greenidge 

NYSEG Proposed CSX Trackage illghts Ov'Si NS Lines 

^ • H ^ ^ ^ M Existing Somerset RP and Industry Track 

NS Lines Post-Transaction 

CSX Lines Post-Transaction 



Accordingly, whichever portion of NYSEG's trackage rights request the Board chooses to grant, 

doing so will not detract from the overall benefits ofthe transaction. 

Under 49 U.S.C. i; I I324(b)( I )(A), the Board is under an obligation to "consider at least -

(1) the effect of the proposed transaction on the adequacy of transportation to the public." Id. 

See also. CSX Corp., et al—Control and Operating Leases/Agreements—Conrail Inc.. et al, 

Finance Docket No. 33388, Decision 44, sii£. og. at 4 (STB ĉrv ed Oct. 15, 1997) (The Board 

ordered the Applicants to provide more detailed operating plans because of the Board's concem 

and statutory obligations with respect to the adequacy of transportation to the public). If the 

Board approves this transaction, the Board must prevent CSX and NS from "raising rates without 

improving service" or from "reducing service without a compensating reduction in rates." .\'S-

Control-N&W. 366 I.CC at 193. See generally Union Pacific Corporation, et al.—Control and 

Merger—Southern Pacific Rad Corp.. et al. Finance Docket ̂ Jo. 32760, SHE Q£. at 99 (STB 

sen ed Aug. 12. 1996). The proposed transaction will reduce the quality of NYSEG's sen ices; 

create joint-line routes out of single-line routes; create new obstacles to efficient unit train 

operation; and increase NY'SEG's operating costs. Approving NYSEG's trackage rights request 

vvill preserve NY'SEG's "adequacy of transportation" without detracting from the overall benefits 

ofthe merger. 
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Respectfully Submitted, this 21" day of October, 1997. 

DAVID C. REEVES 
1300 I STREET, N.W. 
SUITE 500 E AST 
\VASHINC,TON, D.C. 20005-3314 
202-274-2932 (PHONE) 
202-274-2994 (FAX) 

1[L1IA.\IXM^LLINS 
S A N D R A L . B R O W N 

T R O U T M A N S A N D E R S L L P 

13001 S T R E E T , N.W. 
S U I T E 500 E AST 
W A S H I N G T O N , D.C. 20005-3314 

202-274-2950 (PHONE) 
202-274-2994 (FAX) 
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STATE ELECTRIC AND GAS 
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VERIFK AHON 

%s. 

STATE OF NEW VORK ) 
) 

COLNTY OF BROOME ) 

1. Garv L Sicltlcs. t)cing dulv sworn, deposes and &;i\s llial he is V ice Presideni. Cieiieration. of 

New York Siaic Electric & G.is Corporation. Responsive Applicants herei tluil he has bcei. duly 

nulhoTwcd and designated b> \CVN ^ ork Slate Electric & Gas to sign, v enft. a.id file tlie foregoing 

Responsive Application with ilie Surface Transponation Board, that he lus e.xanuiied ail ofthe statements 

contained iii said Responsive Application, ihai he lias knowledge ofthe matters contained in that 

Responsive Application insofar as those matters relate lo New York State Electnc & Gas Corporation; and 

lhat all such statements made and matters set forth herein with respect to Neu York State Electnc & Gas 

Corporation arc true and correct to the best of his knowledge, informauon and belief 

Garv L Sickles 

Subscribed and sworn to 
before me this ^ _ d;iv of 
October. l';97 

No!ar> Public ofthe State of New York 

M> commission expires 

DEBORAH S. D?^'ZI 
NotBH' Pjtxic. state 0' ' \ . M Yor* 

\^f. m n f c . . . . . . 

Pr ' " * - , ! - • ' • . ,nfv 



CL.RTIFK ATION 

STATE OF NEW Y ORK ) 
) ss. 

COLNTY OF BROOME ) 

1. Daniel Farley, hereby cenify that I am Secretarv of New York State Electnc & Gas. Applicants 

herein, and I hercbv cenifv that Garv 1. Sickles is the Vice Presideni. Generation, of New York State 

Electnc & Gas Corporation, and is dul> auihori/ed and designated by New York Slate Electric & Gas 

Corporation to sign, venfv. .md file the foregoing Responsiv e Application on behalf of New York State 

Electnc & Gas Corporation 

Subscnbcd and sworn to 
before mc this L , ^ ' ' - ' ) of 
October. 1997 

J-
Notan Public of the State of New York 

.My Commission expires 

NANCY cANTUCr: 
Notary PoDlif, SnT« Kf*. 

•Jo. JS5;^54 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 33388 (Sub No. 35) 

CSX CORPORATION AND CSX TRANSPORTATION, INC., NORFOLK 
SOLTHERN CORPORATION AND NORFOLK SOUTHERN RAILW AY COMPANY 

~ CONTROL AND OPERATING LEASES/AGREEMENTS ~ 
C ONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

VERIFIED STATEMENT 
OF JAMES MULLIGAN 
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VERIFIED STATEMENT 

QE 

JAMES MULLIGAN 

A. Background and E.xperience 

My name is .lames Mulligan and 1 am Manager-Central Area Plants for New Y'ork State 

Electric & Gas Corporation (NY'SEG). 1 hold a Bachelors of Science Degree in Mechanical 

Engineering from New Y'ork Institute of Technology and have attended various continuing 

education programs over the years at SUNY'. Binghamton. 

I have been with NY'SEG since 1975 when I started as a Field Engineer assigned to the 

Milliken Station. I vvas then assigned to the Corporate Engineering group and later promoted 

into v arious supervisor, positions. I returned lo plant operations in 1986 and worked in a 

number of managerial positions a; NY'SEG's plants in central New Y'ck. Between 1986 and 

1996. I had v arious responsibilities ranging from operations. maintenan>"e. coal handling and 

ov erall plant management. In I99(>. 1 was promoted to my present position in which 1 have 

responsibilitv for the central area plants, including Goudey and Greenidge Stations. 

In mv current position I direct a statTof approximately 160 people and dev elop business 

plans for the central area plants. Since being assigned to plant operations, 1 have worked on a 

variety of issues related to improving each station's competitiv e position in the market-place, 

including the Conrail Alltance. IBEW negotiations, development of altemate fuels for our 

boilers, optimizing operations and maintenance staffing and pracfices, work simplification of 

various processes, and utilization of coal combustion by-products. 

The .Alliance, penodically mentioned in mv statement, is discussed in more detail in the 
V erified Statement of Sean D. Bradv . PRISM Decision Svstems. 
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B. Purpose of Statement 

The purpose of this statement is to introduce each of NY'SEG's power plants, describe the 

current coal mine supply and competitive situation, and describe some of the harm that NYSEG 

will realize as a result of the Conrail acquisition. For the reasons explained in this statement, I 

believe that the Conrail acquisiiioi: w ill place NYSEG's generating stations at competitive risk 

and w ill cause numerous operational p roblems." 

NYSEG currently shares in the benefits of having single carrier service via Conrail to all 

its plants from all of its mine origins, (.lee. Map 1 showing the current routings from all of our 

mines to all of our plants w hich follows page 15 Appendix 1 of the Responsive Application). 

The acquisition w ill alter service to NYS EG's plants to a situation whereby one station, Kintigh, 

will be served by CSX. and three stations, Milliken, Goudey and Greenidge will be served by 

NS. (See, Map 2 show ing the post-transaction routings from all of our mines to all of our plants 

which follows page 15 in Appendix I ofthe Responsive Application). 

Post-transaction, NY'SEG's coal deliveries are essentially divided in half, w ith roughly 

1,700,00(» tons to be delivered to Kintigh and approximately 1,300,000 tons to the other three 

plants. Conrail currently deliv ers coal to all four stations on a single-line haul. Because our 

stations vvill be divided in half, NYSEG will lose the benefits of being a large volume shipper on 

the Conrail system. We are also partners vvith Conrail in a business Alliance utilizing fhe 

benefits drawn from delivery synergies between Milliken and Kintigh, which will also be lost 

due to the currently planned Conrail acquisition. 

While 1 occasionally mention the operational problems in my statement, the specifics of 
the operational problems NY'SEG vvill face as a result of this transaction are add.essed in the 
\ erified Statement of Gar>' P. Edwards Superv isor of Railroad Operations of Somerset Railroad 
Corporation. 
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Finally, on the C^mrail owned Monongahela Railroad (MGA), which serves the mines 

where we currently get most of our coal, the routing to our plants, alter the proposed transaction, 

will be over rail requiring trackage rights, interconnections between NS and CSX, and, in some 

cases, w ill become joint-line serv ice in place ol today's efficient single-line service. We see 

these operational issues causing serious problems with cycle and delivery times. These 

operational problems w ill cause additional financial impacts and w ill further harm our plants' 

competitive position. 

C. Description of NY SEG's Power Fiants 

NY'SEG has four' power plants in New Y'ork State which will be directly banned by the 

proposed break-up ofConrail bv CSX and NS: CJoiidey. Cireenidge. Milliken and Kintigh. All 

four of these plants are coal burning stations which pulveri/e coal into a powdered state and then 

blow the coal into the boilers where it is burned. 

Overall. NY'SECi serves approximatelv I .S million people in rural, suburban and ur:ia.. 

settings throughout 40% of New York State's total area fogether. NYSEG's plants employ 360 

people and account for S 19.5 million in countv. town and school tax payments, which payments 

are vital to the economic competitiveness of I pstate New York. NY'SEG's generating plants are 

connected by mo.'c than 5,300 miles of high-voltage transmission lines through w hich electricity 

flow s to w here it is neeiled. Our generating stations are dispatched by the New Y'ork Power Pool 

w hich coordinates the exchange of electricity in order to increase the economy and dependability 

ofthe overall electric supply, in addition, as described in the description of each individual 

NY'SEG also has two older plants in the central area. Hickling and Jennison. which were 
placed in serv ice in the 1940's. These plants will not ultimately be impacted by the Conrail 
acquisition since these *wo plants arc ^ot expected to be in serv ice beyond 1999. In addition, 
NY'SEG is a half owner vvith Penn-Elec GPL in a plant in Homer City, Pennsylvania, which is 
served solelv bv truck and has no rail facilities. 
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plant. NYSEG leads New York State and, indeed, the country in environmental friendly 

pollution control systems. 

1. (ioudey Plant 

The Goudey Station has a maximum generating capacity of 128 megawatts and currently 

nins at of capacity. The plant is located near the town of Johnson City, approximately 5 

miles west of Binghamton and receives rail service from Conrail utilizing the Southem Tier rail 

line running through central New Y ork Post-transaction. Goudey will receive rail service from 

NS as show n in Map 5 on the next page. 

fhe Cioudey Station consists of two operating turbine generators, named Unit U7 and Unit 

#8. Unit is operated seasonally, w hile Unit is base loaded.̂  The two units at Goudey went 

into serv ice in 1944. l he Goudey Station's pollution control system vvas installed in 1973. 

The facilities at Cioudey have the ability to store approximately 80,000 tons of coal. 

However. Cioudey typically stores approximately 25.000 tons of coal in its inventory, which is 

the equivalent of a 23 day supply. NYSEG strives to keep as little coal as possible in inventor> 

because the cost of storing coal is 50 cents per ton per month. 

On average, both units combined bum approximately 300,000 tons of coal annually. 

Cjoudev obtains most of its coal from Peabody Coal Company's Federal Mine near Miracle Run, 

West Virgmia. which is located on the MGA. Goudey Station employs 40 people total and is 

solely sened by Conrail, Trains are scheduled to arrive, on average, every other week The 

main bodv ofthe train is delivered to Binghamton then brought to the plant from Binghamton, in 

A plant that is base loaded means that it is mnning all the time in order to serve its native 
load or required serv ice area. .A base loaded plant has little, if any. excess capacity. 
.Accordingly, it w ould He impossible for NY SEG to reduce generation at one of its plants in order 
to switch that generation to another plant that is base loaded. 
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two sections. About half of the cars are unloaded by the end ofthe second day and the balance of 

cars are brought to the .station and unloaded by the end ol the fourth day. 

2. Greenidge Plant 

The Greenidge Station has a maximum generating capacity of 160 megaw atts and 

currently mns at approximately of capacity. Th-: facility is located in the town of Dresden, 

approximately 50 miles southeast of Rochester and is located on Conrail's Coming Secondary 

branch of the Southem Tier rail line. Post-transaction, Greenidge w ill be served by NS as shown 

in Map 6 on the next page. 

Greenidge Station consists of two operating units. #3 and #4. These operating units went 

into sei-v ice in 1950. On av erage these units together bum approximately 400,0(j0 tons per year. 

As vvith Goudey Station, unit is operated seasonally, while unit is base loaded. .Also 

similar to Goudey. NY'SEG installed a pollution control system at Greenidge in 1975. 

The facilities at Greenidge have the ability to .store approximately 90,(J00 tons of coal. 

However, Greenidge typically only stores 25,000 tons ol coal in its inventor>', which is the 

equiv alent of a 17 day supply, .As stated previously. NY'SEG stnves to keep coal inventory' low 

because ofthe high storage cost. 

Greenidge Station obtains most of its coal from United Eastem Coal Company's .Mine 84 

in Bethlehem. Pennsylvania and Peabody's Federal Mine which are both on the MGA. The 

Greenidge Station, like NY'SEG's other plants, is solely served by Conrail from mine origin to 

plant destination and does not have a tmck or barge option. Greenidge's coal unloading syste .i is 

limited by low conveyor How rate so that it takes six shifis to unload a 100 car train. 

The unit trains arrive in the nearby town of Dresden and then are delivered to Greenidge 

in two sections of 45 cars each. While the f.rst portion is being unloaded, the balance ofthe train 
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is stored in the Dresden yard. After the first portion is unloaded, the empties are pulled and the 

second portion is ph.ced for unloading. Typically, it takes four days to unload the entire train at 

the Greenidge Station. 

3. Milliken Plant 

The Milliken Station has a maximum generating capacity of 320 megawatts. The facility 

is located near the town of Ludlowville, approximately 15 miles northeast of Ithaca and is 

located on Conrail's Ithaca Secondary branch of the Southem Tier rail line. Post-transaction, 

Milliken v. ill be served by NS as shown in Map 7 on the next page. 

Milliken Station consists of two operating units. #1 and #2. The first unit went into 

serv ice in 1955 and the second in 1958. On average, these units together bum 800,000 tons of 

coal annually. .Most of this coal is supplied by Consol's Blacksville Mine near Wana, West 

Virginia, located on the .MGA, and is exclusively delivered to Milliken by Conrail. While 

Milliken did utilize trucks for some of its coal deliveries prior to 1992, Milliken has not used 

trucks since, and indeed, tmck transportation would be unfeasible. Milliken does not have barge 

or other iransportation alternatives. 

Milliken stores approximately 70.000 tons of coal in its coal pile inventory, w hich is 

approximately a 28-30 day supply. The storage cost of this coal is also 50 cents per ton per 

month. 

Both units at .Milliken are base loaded and mn at approximately of capacity. In 

addition. Mi'.liken has historically been among the top ten performers in the country from an 

efficiency standpoint, as rated by the number of megawatts generated per Btu bumed. 

Furthennore. .Milliken was the first U S. power plant of its kind to use the latest in clean coal 

technology. In 1991, as part of the Department of Energy's Clean Coal Technology Program, a 
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Gemian process for flue gas desulfuriz.ation (FGD)'̂  was built to remove sulfur dioxide and 

special burners were installed to reduce nitrogen oxides. 

Under the Alliance. 130 car unit trains are delivered to Milliken. The railcars are owned 

by the Somerset Railroad Corporation (SRC),' a w holly owned subsidiary of NYSEG that OWT'S 

railcars but does not prov ide any locomotiv e power or crew s. The unit train to Milliken is placed 

on several yard tracks at the south end ofthe station. 1 he unit train is unloaded in three and a 

half shifts and then cycled back to the mines. Under the Alliance. Milliken also has the ability to 

divert a train to Kintigh Station adding to efficient utilization ofthe rail equipment. 

4. Kintigh Plant 

Kintigh Station has a maximum generating capacity of 688 megawatts. The facility is 

located in the Town of West Somerset in westem New Y'ork. approximately 45 miles northeast 

of Buffalo. Kintigh is serv ed exclusively by Conrail via trackage rights over Somerset 

Railroad's 15.59 mile stretch of mainline, which connects w ith Conrail's line in Lockport, New 

Y ork. Post-transaction. Kintigh vvill receive its coal from CSX as shown in Map 8 on the next 

page. Kintigh cannot receive coal from barge or truck. 

Kintigh Station consists of one operating unit which bums approximately 1,700,000 tons 

of coal per year. This unit is base loaded and is the most efficient coal buming plant in the state. 

Nationally. Kintigh ranks in the top ten units for efficiency. Furthermore, Kintigh currently runs 

at of capacity. 

Milliken's success rate for pollution control exceeds all federal regulations. The 
environmental processes remove up to 98"<) of the sulfur dioxide emissions and up to 40% of the 
nitrogen oxides emissions. The FGD sv stem, or scrubber, is a zero-wastewater discharge system, 
and. unlike most scrubbers, our process results in marketable byproducts gypsum and calcium 
chloride. 

'' SRC owns a total of 428 cars which are used to make up the 130 car unit trains. The SRC 
is described in more detail in the Verified Statement of Gar>' P. Edwards. 
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Kintigh's first concrete was poured in 1981 and went into service in 1984. Prior to 1981, 

NYSEG went through more than five years of planning, studies, and hearings to obtain the 

necessary licenses and environmental permits. NeaHy, S300 million of Kintigh's Sl billion 

overall cost was spent on environmental systems. 

Kintigh, like Milliken, uses the FGD process to eliminate sulfur. In addition, Kintigh 

utilizes electrostatic precipitators to collect fly ash particulates, underground tunnels to draw 

cooling water from more than one-half mile offshore, dust suppression spraying, waste water 

treatment, and a 625 foot chimney to minimize the impact of exhausts at ground level for 

environmental protection. Furthermore, the Electric Power Research Institute (EPRl) chose 

Kintigh as its site to construct a High Sulfur Test Center (HSTC) which focused on ways to limit 

emission of sulfur dioxide, oxides of nitrogen, and particulates, which are all produced when coal 

is bumed. 

Most of Kintigh's coal comes from Consol's Blacksville Mine located on the MGA. 

Kintigh's and V.illiken's coal deliveries are under the same contract, as discussed further in Part 

D. Kintigh's coal is delivered solely by Conrail in SRC's 130 car train sets via Conrail's Falls 

Road line to Lockport, where Conrail then continues via trackage rights over SRC's line. The 

coal IS unloaded at the Kintigh Station in approximately 5 hours. 

D. NY'SEG's ( unent Coal Suppiv Contracts 

NY'SEG currently has contracts w ith three major coal suppliers: Consol, Peabody Coal 

Company, and United Eastem Associated Coal Company, with a majority of coal coming from 

Consol. Neveitheless, in the bidding process, NYSEG considers rates from Consul's 

The E?RI is one ofthe largest and oldest research consortia created by the electric 
utilities to develop innovative solutions to the worid's toughest energy problems. 
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Blacksville, Loveridge and Bailey Mines; Peabody's Federal Mine; United Eastem'.. Mine 84; 

Cyprus Amax Coal Company's Emerald Mine; and Ohio Valley Coal Company's Powhatan 6 

Mine. All of NYSEG's coal is then transported to NYSEG's four plants via a contract with 

Conrail. 

Having one transportation carrier who serves all of NYSEG's origins and all of NYSEG's 

destinations adds to the efficiency of NYSEG's coal deliveries and increases NYSEG's ability to 

benefit from origin competition among the various mines. Because ofthe partnership between 

Co irail and NY'SEG, NYSEG has benefited in its rate for transportation costs. One example of 

this is that NYSEG has a "postage stamp" rate with Conrail for all the mine origins on the MGA. 

This means that Conrail charges the same delivery rate for any mine on the MGA. This allows 

NY'SECi to bid the MGA mines against each other and benefit from ongin competition. 

The coal NY'SEG uses at its plants is classified as an eastem bituminous (soft), low sulfur 

coal with high heating v alue and v olatility and low ash. The process of selecting a coal is to first 

calculate the production cost for a dollars per megaw att-hour comparison. This evaluated cost 

looks at fiiel quality factors such as sulfur, heat, and fly ash content, as well as maintenance 

factors and impacts on boiler perfonnance. Added to this production price is the transportation 

costs. Changes in anv of these factors w ill change the output obtained from an equal amount of 

coal. .All these numbers, including transportation costs, are then manipulated with boiler 

efficiency and projected consumption in order to determine the final dollars per megawatt-hour 

figure. This number is called the dispatch price and essentially determines dispatch rank of the 

operating unit. The lower your dispatch price, the more power you w ill produce r d sell vis-a­

vis other utility companies. 
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The coal with the lowest projected dispatch price is chosen to supply the respective 

stations. Transportation usually accounts for 36-40% of the total delivered fuel price in the 

NY'SEG system. For example. Consol, which typically supplies approximately 2.3 million tons 

of coal annually to the Kintigh and Milliken Stations, represents approximately i million in 

total fuel costs for the two stations, with transportation costs representing S million. These 

statistics show why a coal utility, like NY'SEG, is especially concemed about .e competitive 

harm that will resuh from the break-up ofConrail. 

NY'SEG gets most of its coal from the "Pittsburgh Seam" coals located on the MGA. 

These coals come from the mines around Pittsburgh and extend from Pennsylvania into Ohio and 

West Virginia. These mines are served by Conrail and because Conrail offers NYSEG the same 

transportation rate from the MGA coal fields, regardless of which coal mine is supplying the 

coal, NY'SEG selects the mine that has the most favorable bu"; bar, Btu and sulfur ratings. 

L Goudey Station 

The Goudey Station is essentially supplied by the Peabody Coal Company. This contract 

expires in REDACTED ^"^ provides an annual supply of 300,000 tons. That contract has a 

fixed volume and price for tbe term ofthe contract. The selection process to determine the bus 

bar rate is the same as w ith Kintigh and Milliken. Transportation rates for Goudey are generally 

higher on a per ton basis and account for 40% of the total price because Goudey uses Conrail 

supplied equipment and is further away from the mines. 

REDACTED 
1 

to the Alliance, local Conrail and NY'SEG personnel work closely to reduce both companies' 
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costs. At Goudey, this is illustrated by the lack of any demurrage cha. ges being assessed in the 

last 5 years, pnmarily due to both companies' intcp̂ st in reducing costs and optim-^ing 

equipment. NYSEG plant staff at Goudey, as well as at the othc plants, strive to unload as 

quickly as possible, which also furthers Conrail's it irests. 

2. Greenidge Station 

Greenidge Station is supplied by a contract with United Eastem Associated Coal 

Company, which expires in The contract :alls for an annual amount of 200,000 tons, plus 

or minus 50,000 tons, at a fixed price. The variable portion of 50,000 tons provides the ability to 

utilize the spot market as appropriate. As w ith Goudey, Greenidge Station transportation costs 

are higher and account for 40% of the total price. Once again, the coal selection process is the 

same as for all four stations. 

As at Goudey, 

there have been no demurrage charges in the last 5 years. 

3. Kintigh and Milliken Stations 

NY'SEG's current coniract with Ccnso) provides coal for both Kintigh and Milliken 

Stations. 

Importantly, as a result of the savings inherent w ith the 130 car set, Conrail, during Alliance 
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negotiations, agreed to forego a transportation contract rate escalator for bot*̂  Kintigh and 

Milliken. thereby saving NY'SEG approximately S1.6 million annually. 

4. Spot Market Coal Purchases 

NYSEG also utilizes its contract option to purchase coal on the spot market for any of its 

plants. Using the spot coal market permits NYSEG to take advantage of changing market 

conditions, to supplement inventories, to test a different coal in a specific boiler and to "keep the 

suppliers honest." Typically, spot market coal bids are from either Powhatan Mine in eastem 

Ohio or Mine 84 in Pennsylvania or other central Pennsylvania mines. Post-transaction, NYSEG 

vvill effectively lose these mines for spot market bidding because these mines will become joint-

line movements and thus more expensive to Kintigh Station. Indeed, post-transaction, Kintigh 

vvill lose single-line access to all NS exclusiv e mines, mines which today can deliv er coal to 

Kintigh in single-line serv ice. 

Occasionally. NY'SEG "tests" the spot market for coal that vvould be transported by truck. 

NY'SEG has consistently found rail origin mines significantly less expensive than tmck origins. 

Approximatelv 5 to 10 years ago, NY'SEG received 25% to 50% ofthe total fuel requirements at 

Goudey and Greenidge by truck, but Kintigh Station has never received coal by tmck. Today, 

truck transponation has essentially been lost due to the closure of many ofthe smaller mines in 

Central Pennsylvania, which had been the mines with the potential to be close enough to Goudey 

and Greenidge to effectively compete with Conrail. 

The Pittsburgh Seam coals from where NYSEG receives most of its coal are 

approximately 400 miles from Goudey, Greenidge and Milliken and as such, tmck rates have 

been consistentiv at least 25% greater than rail rates. For example, NŶ SEG has found that the 

final delivered price of coal, which is transported by tmck 10 to 20 miles, costs as much as the 
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final delivered price of coal which is transported by rail 400 miles. This does not even take into 

account that the Pittsburgh Seam coals are higher quality and more cost effective and efficient to 

bum. Accordingly, todav, none of our four plants can receive coal by tmck. 

E. Hamiful Impacts ofthe Transaction on NY'SEG Operations 

As proposed, the breakup of Conrail by CSX and NS will divide the service to NYSEG 

plants, vvith Kintigh being served by CSX, and Goudey, Greenidge and Milliken being served by 

NS. We have major concerns with this arrangement. First, we are faced w ith competitive harms 

such ts the loss of bargaining power that NY'SEG enjoyed as Conrail's largest coal shipper. 

Second, the transaction w ill destroy many of the benefits achieved by the Alliance. And third, 

significant operational hamis vvill be created by the proposed transaction. 

NY'SEG is New Y'ork state's single largest rail shipper. For a generating company such 

as NYSEG, the delivered coal price is the single most important variable in its competitive 

profile. NY'SEG currentiv purchases approximately 3 million tons of coal, which is delivered 

solelv via Conrail. Overall, NY'SEG's tonnage is approximately 6% of Conrail's approximate 

51.5 million tons of coal it transports to utilities. Post-transaction. NYSEG will be negotiating 

for the delivery of 1.7 million tons with CSX, whose post-transaction coal tonnage will be at 

least 205.6" million tons. This means NY'SEG will only represent approximately eight-tenths of 

l"o of CSX's post-transaction coal movements in the Eastem United States. NYSEG will then 

be required to negotiate w ith NS for the deliver)' of 1.3 million tons in comparison to NS's 

This figure was obtained from the fact that pre-transaction. CSX shipped a total of 180 
million tons of coal. Pnmary Application Vol. 2A at 349, and CSX will get 49.7% of Conrail's 
coal traffic post-transaction. Primar>' Application Vol. 1 at 80. 
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overall delivery of 150.9" million tons of coal. This vvill place NYSEG at approximately eight-

tenths of r'o of NS's post-transaction coal tonnage in the Eastem United States. 

Under the transaction, NY'SEG becomes a much less significant player to NS and CSX 

than NY'SEG vvas to Conrail. Instead of being a large captive shipper with significant 

negotiating leverage with our captive rail carrier, we arc now a relatively small captive shipper to 

NS and CS.X and our negotiating leverage will be significantly reduced and our delivery 

efficiencies vv ill be significantly banned. I believe these impacts vvill increase the rail delivery 

rates and raise the production cost for a kilowatt hour of electncity, as well as reduce the 

competitiveness of our fossil fuel generating stations and our ability to delivery low-cost 

wholesale electricity to New Y ork consumers. 

This opinion regarding the use of volume as a leverage is shared by others. NS's 

Executiv e N ice President of .Marketing. Ike Prillaman, agrees that it is a benefit to NY'SEG to 

hav e all of its plants served bv one carrier w ith single-line sen ice. Prillanian. Depo. Tr. 53. 

Furthennore. Mr Pnllanian believes that a utility's ability to use volume as a leverage in 

negotiating can be used to get a lower price for the cost of rail services. Prillanian, Depo. Tr. 58. 

Therefore. N Y'SEG vvill be competitiv ely harmed b^ the fact that our tonnage vvill be split post 

transaction a id we vvill lose our '"importance" as a shipper. 

As a result ofthe competitive situation NY'SEG enjoys now and the .'"act that NYSEG is 

Conrail's largest coal shipper in New Y ork, we vvere able to exert significant bargaining 

influence and w ere able to develop a unique business relationship with Conrail by forming the 

Alliance. N Y'SEG has been able to build a successful partnership w ith Conrail for a number of 

This figure was obtained from the fact that pre-transaction NS delivered 125 million tons 
of coal, Priniarv' .Application Vol. 2B at 264, and post-transaction NS vvill obtain 50.3% of 
Conrail's coal traffic. Primarv .Application Vol. 1 at 80. 
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reasons. I irsi. vvith the onset of must-run Qualified Fac'lities,'' highly efficient low cost 

conibined-cvcle gas turbines, and the over suppiv of power in New Y'ork, Conrail realized coal-

fired generation could be at competitiv e risk. 

Furthemiore. the transition to a competitive utility market and unprecedented changes in 

the electnc utility business, which Conrail itself acknowledges, and which are still unfolding, 

essentially pu.shed Conrail into a less antagonistic approach and more toward the development of 

a partnership. 

V\'lien a railroad v iews a cap'ive utility, such as NY'SEG, as simply a customer from 

which the highest price can be obtained, then the railroad and the utility are like enemies who 

each try to out do and get the most thev can from the other. However, if the railroad alters its 

V iew of its captive utility, and instead sees the utility as a friend, almost as joint venture partners, 

then the railroad and the utilitv can find w in-w in benefits. For NY'.SEG and Conrail. the latter 

was the case and our negotiations lead to the .Alliance. See V.S. Brady for details on the 

.Alliance. 

Essentially, the .Alliance was fomied to minimize and reduce costs for both parties. 

Savmgs trom the .Alliance are shared between the parties to create w in-w in results. The Alliance 

has already resulted in efficiency improvetiients exceeding 30" o for the Kintigh and Milliken 

plants and has held delivery costs constant for those plants. As noted above, the Alliance has 

directly resulted in the restart of REDACTED generator from its cold standby status. This 

' These facilities vvere created during President Carter's Administration and by law are 
generators designated as facilities that "must-run." In addition, under this law, utilities such as 
NY'SEG were ibrced to enter into contracts with the must-mn Qualified Facility and purchase 
power at a pre-set cost, typically higher than the cost for NYSEG to produce the power itself. 
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was accomplished under the Alliance through Conrail's innovative pricing for coal deliveries to 

The Alliance also promotes NY'SEG's ability to utilize trains at both Kintigh and 

Milliken. thus giving a great deal of fiexibility in temis of inventory control, maintenance issues 

and unloading schedules. Goudey and Greenidge also have the ability to frequently swap or split 

trains. For example, a train can be diverted to Kintigh if Milliken is undergoing maintenance, 

which maintenance would have prevented the train from unloading at Milliken. During this 

time, Milliken vvould bum some of their inventory coal w hile Kintigh vvould build a bij',ger 

inventory with the diverted train. Then, after Milliken's maintenance is completed, a Kintigh 

train would be utilized for a Milliken loading to replenish Milliken's inventory while Kintigh 

bums its surplus inventorv. This operational fiexibility. which results in purchasing efficiencies 

and increased train efficiencies, vvill be lost under the proposed transaction because Kintigh and 

Milliken w ill be served by two different camers. In summarv, the Alliance has helped NY'SEG 

maintain the low est generating costs in the state. 

The proposed breakup ofConrail threatens the future competitiveness—and therefore the 

very viability-of NY'SEG's fossil fuel generating stations. In order for NYSEG to survive, the 

marginal cost to produce electricity must be reduced. This encompasses reducing the cost of rail 

dcliv erv How ever, the proposed transaction leaves Kintigh captive to CSX and Milliken, 

Goudey and Greenidge captiv e to NS, thereby splitting our three million ton coal business 

between CSX and NS. 

The law s behind the must run qualified facilities have recently been repealed, but the contracts 
already entered into are valid for their respective terms. 
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Furthennore, rather than having our rates decreased, as Applicants claim the transaction 

w ill do for all shippers, it is more likely that NY'SEG's rates w ill go up. Indeed, both CS.X and 

NS have indicated that transportation prices for NYSEG's coal vvill go up, not down as a result of 

the transaction. During preliminary negotiations vvith CSX in July 1997, Dan Green of CSX 

stated that our rates would likely go up after the contracts lapse. See memorandum summarizing 

meeting minutes, contained ii \ppendix 6. In addition. John W. Fox, NS's Vice Pr.-sident for 

Coal Marketing, has stated that any Conrail rate that can be raised will be raised. Fox, Depo. Tr. 

118. Furthennore, both .Mr. Fox and Raymond I . . Sharp, CS.X's Vice President of Coal Sales 

and Marketing, have stated that their job is to charge the h'ghest rate possible. Fox, Depo. Tr. 

99-HH/; Sharp. Depo. Tr. 43-44. C leariy. CS.X and NS have indicated their desire to raise rates 

wherever they can. not lower them, and NY'SEG stands to lose from any increase in its rail 

deliv erv costs. 

F. Conclusion 

NY'SEG cunently enjoys the competitive benefits from having a single canier serve all 

its plants. This has resulted i.^ N Y'SECi being able to use volume as a leverage and has resulted 

in a partnership with Conrail through a business Alliance utilizing the benefits drawn from 

delivery synergies between NY'SEG's plants. These benefits vvill be lost due to the cunently 

planned Conrail acquisition. In addition, the operational problems NY'SEG will face as a result 

of the breakup w ill cause additional financial impacts and w ill further harm our plants' 

competitive position. 

NY'SEG does not seek to be put at a competitive advantage as a result of this transaction. 

All that NY'SEG seeks is that they be pemiitted to retain the status quo. NYSEG's request that 

either NS obtain trackage rights to Kintigh or CSX obtain trackage rights to Goudey, Greenidge 
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and Milliken will ensure that NY'SEG maintains the competitive ability to survive and will not 

put NYSEG in a better position post-transaction than it was pre-transaction, but simply maintain 

the status quo. Based on NY'SEG's track record of efficiency and environmental concems, 

clearly, this benefits the State of New York and the overall public interest. 
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I . James .Mulligan, being first duly sworn, upon my oath state that 1 have read the 
foregoing venfied statement and the contents thereof are tme as stated. 

James .M^illiuan 

Subscribed and sworn to before me this dav of October, 1997. 

.My Commission Expires: U I ' /^Z/ 

Notarv Public 
fJANCY '.V SANTUCCI 

Notarv P . ollc, Staf» of New • 'k 
Uo. 4893554 

Residing in B'oome Co. / . , 
My CO- -^-.ission exp i 'e i June 1, 19 7 ^ 

0(X15«47 0I 
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\ ERIFIED STATE.MENT 

QE 

SEAN D. BRADY 

A. Background and lixpcrience 

My name is Sean D. Brady and 1 am currently engaged in the consulting business under 

m> ow 11 company as PRISM Decision Systems. Pnor to launching my own business, 1 w as an 

employee of New Y ork State Electric & Gas Corporation (NYSEG). My full tenure at NYSEG 

spanned from July 15, 1991 to August 15, 1997. On July I , • 995,1 was promoted to manager of 

strategic planning for NY'SEG's electric generating business. I remained in that position until 

my departure from NY'SEG. 

As the manager of strategic planning for NY'SECi. I vvas responsible for the coordination 

of v arious activ ities for the generation business including looking for ways to reduce generating 

costs, such as lower fuel procurement prices and enhanced fuel delivery methods. Specifically. I 

managed the development ot an agreement between NY'SEG, Consolidated Rail Corporation 

(Conrai!) and Consolidation Coal Company (Consol).' The negotiations, implementation, and 

fomialization of that agreement is commonly know n by the parties as the "Alliance." 

riiroughout the development of this agreement. I acted as the facilitator for all but a few ofthe 

Alliance meetings. I am, therefore, familiar with the historv', ti'mis and conditions ofthe 

NY'SEG. Conrail and Consol Alliance relationship. 

' Consol is a coiporation pnmaniy involv ed in the ownership and production of coal at 
vanous coal mines and in various coal regions. Consol owns the Blacksville. Loveridge, and 
Bailey mines in the Pittsburgh Seam region, a region which is also known as the Monongahela 
region. 
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B. Purpose of Statement 

1 he puqiose of my testimony is first, to describe the nature ofthe Alliance agreement 

between Conrail, Consol and NY'SEG and its importance to NY'SEG; and second, to explain 

some ofthe reasons why the proposed purchase by CSX and NS ofthe Conrail tracks and 

facilities vvill destroy the benefits achieved by the .Alliance, thereby causing competitive and 

operational hami to NY'SEG. 

C. Overview and History 

. . AM u R E D A C T E D , , , , 

Negotiations lor the Alliance began c culminated in a tomial 

agreement, which vvas consummated o KEDAC FED I hc agreement between NY SECJ, 

Conrail and Consol established what the three companies have termed the "Alliance." See 

Memorandum of! nderstaiuling contained in .Appendix 6. The Alliance vvas primarily intended 

to reduce costs and increase revenues by the parties working together as partners, instead of 

adversaries. This included coordinating our efforts for the three components of coal which are 

necessarv for NY SEG's electric generating business: production, transportation, and use. 

NY SECJ believed that by working together with one coal producer and its sole rail canier each 

partv 111 the chain of production could achieve efficiencies and cost savings, which, in the end, 

would benefit everyone. Consol would produce more coal, Conrail would deliver more coal, and 

NY'SEG would produce more power at a lower delivered price, thereby lowering NYSEG's 

generating costs and increasing NY'SEG's power output from its plants in an ever increasingly 

competitive generation market. 

.As mentioned above, the Alliance discussions began on R E D A C T E D at NYSEG's 

offices in RED.AC T E D Attendees at this preliminary meeting included various 

executiv es from Conrail, NYSEG and Consol. This initial group of attendees established an 
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executiv e ov ersight committee and several other working groups comprised of know ledgeable 

employees from all three organizations. 

At their initial meeting, the three companies agreed that any Alliance agreement should 

promote situations where all three parties would achieve incremental business growth and all 

partners w ould achieve soine sort of financial gain, or at the very least, two parties would benefit 

and the tliird would be held hamiless. The important factor was a mutual agreement that action 

would onlv be taken when all three ofthe parties agreed. 

Starting discussions under this umbrella of friendship and partnership allowed the parties 

to concentrate on their desire io dev elop mutual win-win strategies. This created an atmosphere 

ofcollegiality. instead ofthe typical atmosphere where railroads and shippers see each other as 

enemies Friends w ill see each other's growth as interdependent, but enemies vvill seek to obtain 

their growth at the detriment ofthe other person. Therefore, tliis competitive partnership 

promoted the interests of all parties and gav e Conrail a less antagonistic approach tow ard 

NY'SEG then w hat vvould typically be expected by a railroad, especially toward a captive 

shipper, ln.stead. neither CS.X nor NS have demonstrated a w illingness to enter into such tri-

party agreements and the proposed transaction vvill destroy the w in-vvin strategies that we have 

developed w ith Conrail and Consol. 

The parties further agreed that the Alliance should be a v^ontinuing activity that vvould not 

end upon the achievement of one or even a few of the initial objectives. Instead, the Alliance 

established multiple long term ihases. Each incremental phase wculd be accomplished before 

moving on to the next phase. 

Consistent w -th a desire to develop a "w in-win" for all partners, the parties agreed that the 

first phase objective ofthe Alliance was to equitably share in the savings and profits resulting 
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from a reduction in total costs and from investigating and pursuing opportunities for increased 

sales. In simple terms, ail three companies w • motivated by the desire to reduce costs and/or 

increase revenues. 

REDACTED 

The •hree companies acknowledged that contractual busines<: and Alliance business to be 
somewhat distinct. The Alliance is not in lieu of cunent contracts and vigorous, competitive 
bidding, but vvas meant to be a broad umbrella arrangement that would help to create win/w in 
situations for all three companies within the cunent framework and structures. Contractual terms 
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D. Alliance Results 

1. Incremental Sav ings 

From both a plant and rail canier perspectiv e, the alliance has resulted in a number of 

win-win situations, results that could not have been achieved if NY'SEG had been required to 

w ork vvith twc, caniers instead of one. The operating efficiencies are extensive. While the 

details ofthe operational etTiciencies av'nieved by the Alliance are set out in the verified 

statement of Mr. Gary P. Edwards, I nonetheless can categorically state that the collaboration 

made possible by the Alliance has optimized the use of the railcar fleet of NYSEG's wholly-

owned subsidiary' railroad, resulting in a 3l"/o delivery efficiency gain. Just at one plant. Plant 

Kintigh. successful implementation ofthe 286.000 pound gross rail lading capability and the 

130-car super trains has resulted in significant savings Due to the .Alliance, these operational 

changes for serv ice to Kintigh have eliminated 30 train cycles per year, w hich in tum. required 

270 less crew starts and 3.840 less locomotive hours. Similarly, successful implementation of 

the 270,000 pound gross rail lading md 13()-car super trains at Plant Milliken resulted in 27 less 

cycle.s per vear. 324 less crew start.s. and 1,872 less locomotive hours. These changes resulted in 

significant sav ings to NYSEG and Conrail 

Naturally, these operational changes, aimed at efficiency, required some up front 

inv estments. Negotiations covering w ho was to pay for the initial investments and then, in tum. 

how the significant savings resulting from 'he train asset optimization strategy at Kintigh and 

Milliken vv ould be shared w ere long and complex. There was considerable dispute over what 

and conditions hav e not changed and all contractual issues are resolved within the framework of 
the applicable contract, unless othei wise agreed to as part ofthe Alliance activity. 
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port ion-i f any-certain investments were necessary to implement an -Alliance goal and then 

whether or not the specific investment should be reimbursed by Alliance savings. 

Despite these difficulties, on REDACTED ' ^^^^^ companies finally agreed to the 

following shanng cf costs and savings: (1) NYSEG would pay for the $95,250 capital 

investment to upgrade the Kintigh dumper; (2) NYSEG would pay Consol S75.183 for its 

upgrade to Lovendge Yard; (3) Conrail would waive its contractual right to a cents per ton 

rate increase at Kintigh and a cent per ton rate increase at Mill iken under the contract 

escalator to yield a total savings to NYSEG of 51.6 million annually; and (4) Conrail would 

retain the balance ofthe savings from the operational efficiencies including the ability to use its 

freed up crew s and assets to cam additional revenues. 

Cleariy, this phase of the .Mliancc agreement vvas a w in-win for all three parties. Consol 

and Conrail benefited, and while NY'SEG paid some up front capital inve.tments, the rate freeze 

agreed to bv Conrail resulted in approximately Sl .6 million annual savings to NY SEG. Over the 

temi ofthe C^onrail contract, these savings wil l total S8 million to NYSEG. 

2. Incremental Rev enues 

Nol only was the Alliance successful at achieving costs savings, the Alliance also looked 

for wavs to increase revenues and to grow everyone's market share. One ofthe most successful 

ways in which the .Alliance was able to do this was by obtaining a per-ton rate reduction for the 
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NY'SEG management had decided back in the Spring of 1994 that the then cunent and 

projected market conditions would not support the full time R E D A C T E D 

REDACTED ^^'^ boilers and turbine vvere conditioned for long-temi lay-

up and the turbine rotor vvas disconnected so the generator could be used as a synchronous 

condenser to provide system transmission support. Throughout 1995 and 1996. NY'SEG's 

generation business pursued and achieved aggressive operation and maintenance expense 

reductions at all of its stations. In light of this cost-cutting. NYSEG determined in the Spring of 

1996 that f ^ E D A C T E D as a short-temi, marginal unit. In other words, NYSEG 

believed that R E D A C T E D i b l e to operate profitably during specific periods of peak market 

conditions. However, management determined that due to the fixed costs of labor and the fixed 

expense of reconnecting the unit rotor for generation, including the loss of the unit as a 

synchronous condenser during low market conditions if the rotor were reconnected, it would not 

be prudent without further reducing operating costs 

At one ofthe Alliance meetings, NY'SEG, Consol and Conrail discussed various 

alternatives aimed at reducing the risk to NY'SEG if it committed R E D A C T E D 

seasonal operation. NY'SEG asked w hether Consol would be willing to sell coal and whether 

Conrail would deliver it at reduced costs. After evaluating its options, Consol decided not to 

provide special di .counts for its coal. However, Conrail showed interest in delivering coal to 

R E D A C T E D 
rate. 



This Alliance agreement was a win-win for both companies. NYSEG was able to add an 

otherwise non-profitable generation unit to its portfolio and Conrail was able to deliver 

additional low incremental cost tonnage to an existing customer. Specifically, since reconnecting 

REDACTED 

'^^OACTEO 

E. .Alliance: Cunent Status 

With the pending break-up ofConrail artd the cunent renegotiation ofthe NYSEG coal 

contract w ith Consol. the overall Alliance discussions have lost momentum. This loss of 

momentum has jeopardized a long-term agreement. In fact, 

REDACTED 

" Fow er Markets Week is a weekly new sletter w hich includes published indexes of 
w holesale power prices in the U.S. 

The PJM power pool includes New Jersey, Delaware and parts of Pennsylvania and 
.Marv land. The PJM is where NY'SEG sold most of this power. 
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REDACTED Accordingly, 

NYSEG will be faced with a harm resulting from the transaction even before the Surface 

Transportation Board has issued its decision on the transaction. Thus, NYSEG is already seeing 

a change in philosophy away from the notion of win-win and toward the more confrontational 

stands ofthe past. This change in philosophy is a direct result of the actions of CSX and NS. 

Most importantly, throughout NYSEG's discussions with CSX and NS prior to entering 

this proceeding, CSX and NS were unable to assure NYSEG that the benefits ofthe Alliance 

would be preserved. To the contrary, 1 have found that CSX places little value on alliances. 

Indeed, CSX's Vice President for Coal Marketing, Raymond Sharp, stated that he 

REDACTED sharp, Depo Tr. 273. While NS may have a slightly 

better view on the value of alliances, NS's Vice President of coal marketing, John Fox stated that 

he could not think of one tri-party anangement that included the coal producer and Norfolk 

Southeni and the utility. Fox. Depo Tr. 51. The inability or unwillingness of NS and CSX to 

presen. c Alliance benefits vvill result in the loss of efficiency gains at Kintigh and Milliken worth 

S8 million over the tenn of NY'SEG's cunent five year contract with Conrail. 

Furthermore, a 1996 study produced by Electnc Power Research Institute (EPRI) 

REDACTED yet, both 

CSX and NS have not undertaken this strategy. EPRl found that 

v̂> '̂ 
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findings directly translate into the fact that NYSEG will sustain substantial competitive harm 

post-transaction as a result of destruction of the Alliance. 

F. Conclusion 

I believe that neither the MOU, nor the Alliance as a w hole, would have been possible i f 

NYSEG's plants were split between CSX and NS as cunently proposed by CSX and NS. The 

operational efficiencies which developed ou» J I tne Alliance, including having a single point of 

contact and having singh-line service from all of NY'SEG's origins to all of its destinations, 

coupled vvith Conrail's eagemess to enter into alliances,' created an efficient and mutually 

beneficial competitive situation that will be destroyed by the proposed CSX and NS plan. The 

break up ofConrail seriously jeopardizes the S8 million of efficiency savings at Kintigh and 

Milliken Stations. This operational hami thus translates into significant competitive harm. The 

break-up of Conrail also jeopardizes R E D A C T E D its resulting millions of dollars in 

annual revenues. Considenng the increasing competitive nature ofthe wholesale electricity 

market, the break-up of Conrail threatens the very viability of NYSEG's generating stations. 

Conrail's eagemess to enter into alliances can best be shown by their own documents. 
See CR-01-P-0()0127 and CR-01-P-00014(), attached in Appendix 6. 
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VERIFICATION 

STATE OF NEW YORK ) 
) 

COUNTY OF BROOME ) 

I . Sean D. Brady, being first duly swom. upon my oath state that 1 have read the 
foregoing v enfied statement and 'he contents thereof are tme as stated. 

Sean D. Bradv 

Subscribed and swom to before me this day of October, 1997. 

Notarv Public 

.My Commission Expires: 
MARIA Fi KRAIJSE 

Notary Public, Stp' f of New York 
No ^7.5:1888 

MyCommisi ion txpires tiec. 3 1 , 1 9 X ' 
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\ ERIFIED STATEMENT 

OF 

GARY P. EDWARDS 

I. SUMMARY OF STATEMENT AND BACKGROUND 

A. Summarv Of Statement 

My name is Gary P. Edw ards. 1 am the Supen isor of Railroad Operations of Somerset 

Railroad Corporation ("SRC"), a federally-licensed Class III railroad that is a wholly-owned 

subsidiary of New Y ork State Electric & Gas Corporation ("NYSEG"). The purpose of my 

testimony is to discuss present railroad operations serv ing NYSEG's Kintigh and Milliken 

generating stations, and the damaging disruptions of that service threatened by the split up of 

Consolidated Rail Corporation ("Conrail") pioposed in the Primarv' Application. 

Splitting Conrail between Norfolk Southem Railway Co. ("NS") and CSX 

Transportation. Inc. ("CS-X") will disrupt the efficient, single-line service that NY'SEG has 

developed with Conrail over the past fourteen years. Those disruptions w ill result mainly from: 

• I he creation of inefficient joint-line hauls due to the fact that (a) Conrail today provides 

seamless single-line serv ice moving SRC-ow ned train sets back and forth betw een Kintigh 

and Milliken, but post-transaction, Kintigh and Milliken w ill no longer be served by the same 

canier. and (b) some of NY'SEG's coal origins w ill become exclusively serv ed by NS but the 

coal w ill be delivered to Kintigh, which will be exclusively served by CSX. 

• New ly-created operational difficulties on the MGA and the Youngstown-A.shtabula line 

caused by physical constraints of the lines, inadequate CSX yard facilities serving the MGA, 

and the need to coordinate tw o caniers' operations while handling increased volumes of 

traffic. 
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• .Applicants'' failure to design realistic serv ice schedules that account for actual conditions in 

serving NY'SEG. 

.All of these disruptions threaten Applicants' ability to cycle SRC-ow ned equipment from 

mines serv ing NY'SliCj to the Kintigh and Milliken plants often enough to transport all ofthe 

needed coal in SRC-owned equipment, as Conrail now does. If Applicants cannot provide 

enough cycles wuh SRC-owned equipment, not only w ill that equipment, acquired at a cost of 

over Sl 8 million, be inefficiently utilized, but NY'SECi will have to pay higher rates to transport 

additional tonnage in railroad owned cars Furthennore, because the proposed transaction 

creates significant operational problems, NY'SEG's service levels vvill decline and NY'SEG vvill 

lose significant efficiencies. As a result, the cost of transportation is likely to increase in a post-

transaction env ironment. 

B Uualil'icalions. Background .And Experience Of Witness 

1 have held mv c rrent position with NY SECj since January 1984. Prior to that, from 

Nmcnihcr 1981 through December 1983. 1 vvas NY'SEG's Project Engineer responsible for 

construclior of SRC. fhe new rail line became operational in November 1983,' Two months 

later. I became Supen isoi of Railroad Operations, overseeing the daily activities ofthe new 

railroad.^ 

' As used in this statement, "Applicants" means NS and CSX. 

In this statement, "rai'road-owned equipment" and "railroad-owned cars" refer to railcars 
owned by a railroad other than SRC. 

Construction of SRC was approved by the Interstate Commerce Commission ("ICC") in 
Finance Docket No. 29254. Somerset Railroad Corporation—Construction and Operation—of a 
Line ()f Railroad in Niagara County. A')'(ICC decided March 29, 1982). 

" SRC has no employees SRC operations are managed b> NY'SEG personnel, such as 
myself, vvho are assigned to oversee SRC's activities. SRC also owns no locomotives. 
Operations on SRC's line are conducted and dispatched by Conrail. SRC's assets were designed 
and acquired to achieve maximum productivity and efficiency in the transportation of coal to 
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Before I came io work for NY'SEG, I vvas employed by Conrail, Between June 1976 and 

November 1981, I held positions with Conrail as Engineenng Management Trainee, 

Y'oungstown, Ohio; .Assistant frack Supenisor, Dewitt, NY'; Track Supervisor, Buffalo, NY; 

and Assistant Division Engineer, Buffalo, NY' Ihese vvere positions of progressively greater 

responsibility dealing primarily vvith track construction, maintenance and repair. In order to 

understand the goals that my engineering and design efforts were intended to serv e, these 

position*, also necessitated that I leam a good bit about how Conrail used the tracks. Through 

those positions and from mv expenence since, I hav e gained considerable familianty w ith the rail 

lines and rail operations utilized by Conrail in serv ing NY'SEG's Kintigh and Milliken plants. 

I hold a Bachelor of Science degree in Civ il and Env ironmental Engineering from 

Clarkson College. Potsdam. NY'. I am also a member ofthe .American Railway Engineering 

Association I hav e attended continuing education classes at George Washington University and 

the I niv ersitv of W isconsin lor bridge rating, inspection and maintenance. I am President of 

Regional Railroads of New Y'ork, an association of short line railroads headquartered and or 

operating in New York Stale. I also am President ofthe Westem New Y'ork Transportation 

Council. 

In preparing for this statement, 1 thoroughly reviewed the operating plans presented in 

Volumes .̂ .A and 3B of the Primary Application.' I also read Volumes 1, 2A and 2B of the 

Primary .Application. .After reviewing the operating plans presented in Volumes 3A and 3B of 

the Primarv' Application, I traveled to eastem Ohio to view the existing Conrail facilities between 

NY SECi's coal-fired Kintigh and Milliken generating stations. WTiile SRC owns rail assets and 
IS a licensed canier, it does not run trains or own any locomotives. 

As used here, the term "Priniarv .Application" means the application in STB Finance 
Docket No. 33388 by which CSX Corporation and Norfolk Southem Corporation, and their 
affiliates, seek to divide the properties of Conrail. 
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Y'oungstown and .Ashtabula (the "Y oungstown-Ashtabula line") and their cunent operation. The 

Primary .Application call.s for NS to own thai line, with CS.X having trackage nghts over it. 1 

looked primarily at the junctions where CS.X trains vvould move onto the Y'oungstown-Ashtabula 

line and the point at Ashtabula where NS trains vvould leave that line to travel toward Buffalo.'' 

I I . ( O N R A I L S ( O A L DEI IN FRIES TO NY SE(; ARE EXTREMELY 
( USTOMI/ED AND FFFK IFNT 

NY'SEG is the highest volume New Y ork-based rail shipper. Coal is the life blood of that 

volume and of NY'SI (/".s generating svstem. NY'SECi must receive a high volume, steady stream 

of coal delivered by rail in order lo meet the burn requirements at NY'SECj's Kintigh and 

Milliken stations. Kintigh bums approximately 1.7 million tons of coal each vear. Milliken 

consumes approximately 800,000 tons o' coal each year. .As a regulated public utility these 

volume requirements must be met to satisfy NY'SEG's service and sales obligations. 

These high volumes of coal must also be delivered at a steady pace, not haphazardly or at 

the railroads convenience. A steady, reliable flow of coal enables NY'SEG to minimize coal 

inv entorv costs by maintaining the minimum operationally necessarv' coal inventory at each 

plant. I liat. in tum. benefits NY'SEG ratepayers. Also, a steady fiow of coal trains avoids 

bunching of trains for loading or unloading. Bunching can congest rail lines and overburden 

loading or unloading facilities. Maintaining regular, efficient cycles for SRC's unit train 

equipment is the key to keeping NY'SECj's essential flow of coal moving. 

I also executed the "Confidential" undertaking prescnbcd in this case by the Surface 
Transportation Board ("Board" or "S I B") and. pursuant to that undertaking, have reviewed 
v arious materials marked "Confidential." such as track charts and the .Applicants' proposed train 
schetkilcs. that either were retrieved from the .Applicants' document depository or which vvere 
prov ided to N Y'SEG through discoverv or othenvise. I also review ed other documents from the 
deposiivirv and reviewed portions ofthe deposition transcnpts mentioned in this statement. 
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Efficient, reliable transit times are the key component of efficient train operation. Transit 

time is by far the largest portion of the cycle time Ibr coal shipments to Kintigh and Milliken. 

F enty-five percent ofthe expected train cycle time to Kintigh. and about 63 percent ofthe 

anticipated cycle time to Milliken, is allotted to transit time. Because transit time is such a large 

portion of each cycle to Kintigh and Milliken, sub-standard transportation performance can 

easily ruin overall operational efficiency. Delays in train cycles reduce the hauling capacity of 

SRC's fleet by cutting the number of cycles each train set can make each year. That diminishes 

the ability of SRC's fleet to meet station fuel requirements at Kintigh and Milliken. When 

equipment not owned by SRC must be used to make up for train cycles lost to inefficiency, 

significantly higher transportation costs are incuned. Accordingly, to achieve efficiencies, 

maintain transit times, avoid congestion and cycling problems, and lower NYSEG's inventory 

costs, C ônrail and NY'SEG have developed an extremely customized system for the delivery of 

coal to Kintigh and Milliken l hat customized system will be destroyed by the proposed 

transaction. 

A. C ônrail's And SRC's Operations Are Specificallv Designed To .Meet NY'SEG's 
Needs 

The Kintigh plant was designed to be rail-served. The environmental permitting of the 

plant calls for rail delivery of coal .Accordingly, when Kintigh v̂  as constmcted, the constmction 

included 15 .59 miles of SRC track connecting the plant to Conrail's Lockport Branch northeast 

of ButTalo. In addition to its 15.59-mile rail line and due to its vanous anangements w ith 

Conrail. SRC also now owns 428 rotary coupler gondola railcars, which are dedicated to Conrail 

for its use in sen ing NY'SECi. 

Rotary coupler cars rotate around the axis of the coupler w hen they are being dumped so 
the cars do not have to be uncoupled to be dumped. The high-efficiency dumper at Kintigh, 
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NY'SEG has worked hard w ith Conrail over the past fourteen years to optimize utilization 

of SRC-owned rail cars and to reduce operating costs for Conrail in handling those cars. SRC 

has invested more than S1& million in rail cars based on Conrail's ability to maintain a 

designated number of cycles for SRC's fleet. Properly utilized, that fleet can meet the bum 

requirements of Kintigh and Milliken. 

The size of SRC's initial fleet of rolling stock w as based on the projected annual coal 

bum at Kintigh and the number of train cycles C ônrail vvould commit to. During its 

construction, the plant was projected to bum 1.3 million tons of coal annually. NYSEG 

negotiated w ith Conrail extensiv ely to anive at a realistic expectation of the number of train 

cycles Conrail could reliably provide each year for unit trains of SRC-ow ned equipment 

operating between Kintigh and Pittsburgh Seam mines. 

Ccmpanng the projected number of annual train cy cles, car capacity, loading factors," 

and estimated equipment av ailability with estimated plant bum. it was detemiined that SRC 

should acquire a fleet of 190 cars. ' Initially, these vvere used to create two 95-car unit trains. 

Together, those two train seis, loaded to approximately the Conrail-imposed maximum of 1 1,000 

w hich can unload a 130-car unit train in five hours, requires this type of car. Conrail, NS, and 
CS.X together do not own enough ofthe type of rail cars required to sene Kintigh. In response 
to discovery requests from NY'SEG. Conrail stated that it ovvned or had under long temi lease 
2<to rotary coupler gondola cars. CSX NS-67 at 16. CSX and NS each admitted that lhey do not 
operate any such cars. jd,. and NS-23 at 2. Two hundred and sixty rotary coupler gondola cars 
are presently used m sen ing Kintigh, 

' .Actual mine loading is typically between 95''o and 98''o of car design capacity. .Mines 
often do not load a car to full capacity in order to av oid the risk of penalties associated with 
ov erioadinu. 

REDACTED 
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tons per train and operating the agreed number of cycles per year, satisfied Kintigh's projected 

annual bum of 1.3 million tons. 

Kintigh's operations quickly showed greater generating efficiency than had been 

expected. This meant lhat the net generation for the plant would be higher than the initial design 

criteria of 625 MW Increased generation necessitated increased coal supply. Actual operations 

at Kintigh resulted in average annual fuel consumption of approximately 1.7 million tons. As a 

result, SRC's fleet was supplemented with Conrail-supplied unit trains, refened to as random 

trains, to meet the increased burns albeit at higher costs than if SRC equipment were being 

exclusively used. 

By 1988. NYSEG's cost of ufilizing Conrail-supplied coal cars had R E D A C T E D 

ton. That increase made it economically desirable for SRC to acquire 26 additional cars for 

inclusion in SRC's unit trains. These cars were obtained at a ~or a total 

R E D A C T E D 

exp< ncludingtax. Because NYSEG continued to be limited to a 

maximum of 11,000 tons of coal per train the additional cars still left NY'SEG with a shortfall in 

train capacity vs. station consumption. This left a continuing need to utilize higher-cost 

transport.ition provided in railroad-owned cars. 

In 1992, NYSEG negotiated new rate anangements with Conrail. Because of the new 

contract anangements, it became economically attractive for SRC to acquire 231 aluminum 

rolarv coupler gondolas for use at Kintigh Station. These cars, acquired at a total cost of 

REDACTED 

apjpi including tax, were placed in service during the first quarter of 

1993. Again, this fleet was sized based on Conrail's commitment to provide a minimum of 75 

cycles per unit train annually. Additional anangements were made to allow the use of SRC-

supplied equipment to .senice Milliken Station and the existing equipment, 197 steel rotary 
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coupler gondola cars, was then diverted for use at Milliken Station. The change to aluminum 

cars alone increased carrying capacity about 7 tons per car. Conrail also agreed to increase the 

maximum net weight limitation per train on shipments to Kintigh over nine percent, to 12,000 

tons. 

In 1997, an Alliance agreement was reached between NYSEG, Conrail and NYSEG's 

mines on operational changes that would substantially increase equipment utilization efficiency 

and ensure a reliable source of coal deliveries. The initial phase of the Alliance agreement was 

R E D A C T E D 

The collaboration made possible by the Alliance has optimized the use ofthe railcar fleet 

of NYSEG's w holly-ow ned subsidiary railroad, resulting in a 31% delivery efficiency gain. Just 

at one plant. Kintigh Station, successful implementafion of the 286.000 pound gross rail lading 

capability and the 130-car super trains has resulted in significant savings. Due to the Alliance, 

these operational changes for service to Kintigh eliminated 30 train cycles per year, which in 

tum, required 270 less crew starts and 3,840 less locomotive hours. Similarly, successful 

implementation of the 270,000 pound gross rail lading and 130-car super trains at Milliken 

Station resulted in 27 less cycles per year, 324 less crew starts, and 1,872 less Ioco"notive hours. 

These changes resulted in significant savings to NYSEG and Conrail. 

GRL means the combined weight of the car and its lading. 
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B. Benefits of Current Single Canier Sen ice 

As explained herein and also in the Verified Statements of James Mulligan and Sean 

Brady, NY'SEG's cycle times have been significantly reduced, its inventory carrying costs have 

been cut, and sen ice reliability has dramatically increased as a direct result of these fourteen 

years of negotiation, capital investment, and customization of rail service. To achieve this, one 

SRC-ow ned train set is dedicated to provide sen ice to Kintigh Station, one set is dedicated to 

sening Milliken. and the third cycles between Kintigh and Milliken, depending upon need. 

Having a single railroad sening all of NYSEG's ongins and destinations utilizing SRC 

dedicated equipment enables NY'SEG to manage actual unit train operations to achieve optimal 

efficiency. Single canier senice was the key factor that made the Alliance possible. For 

example, a unique element of our .Alliance anangement vvith Conrail (an element that could only 

efficiently occur if NY'SEG continues to hav e all plants accessible to a single carrier) allow s 

NY'SEG to divert a tram that is scheduled to load for one destination and move it to another 

destination based on cunent requirements and loading options. These diversions may occur at 

almost any point in the movement, including diversions en route. Because the same canier 

sen es all the mines, as well as. both Kintigh and Milliken, no interchange between carriers is 

required and no other type of operational coordination betw een tw o carriers is needed, nor are 

supplemental charges applied. This single-line diversion capability will be lost under the 

proposed transaction. 

Having single carrier access to all of our plants and destinations, such as Conrail has 

today, also provides flexibility in loading at the mine mouth and in moves to car repair shops. 

For example, if the A train for Kintigh is delayed atriving empty at Shire Oaks and the C train for 

Milliken has anived. but is not scheduled for loading until after the A train, the Unit Train Desk 
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can readily sw ap loading dates since they control movement of both train sets. As another 

example. All SRC cars are penodically diverted to a repair shop to assure equipment reliability 

and availability. SRC cunently utilizes contract repair shops located on the Conrail system, 

partly because the transportation contract with Conrail provides for free moves of cars in 

NYSEG service into and out of contract repair shops located on a Conrail line. In addition, being 

able to move these cars to and from the shop using a single carrier greatly improves the 

efficiency of those moves." As noted previously, the availability of equipment impacts the 

fleet's overall capacity. Maintaining a high equipment availability rate improves fleet capacity. 

111. THE PROPOSED TRANSACTION, W HEREBY CSX W ILL SERVE KINTIGH 
AND NS WILL SERVE MILLIKEN, WILL DESTROY THE OPERATIONAL 
EFFICIENCIES THAT HAY E BEEN GAINED OVER THE PAST FOURTEEN 
YEARS 

It IS imperative that NS and CSX maintain the histoncal transit times for trains being 

delivered to NYSEG's power plants i f the Primary Application in this proceeding is approved. 

NYSEG's principal concem on that score is whether NS and CSX will coordinate their 

competing operations to emulate the cunent single-minded, seamless service NYSEG receives 

from Conrail. My review ofthe Primary Application and related information does not show that 

NS and CSX will be able to provide the coordinattd, timely service that NYSEG needs. Instead, 

the Primary Application and related niaterials show that Applicants' plans for senice are not 

well coordinated. 

' Because the repair shop SRC UFCS is located on a line that the Primary Application 
allocates to NS. cars nomially in Kintigh .sen ice, which will become exclusively CSX sened, 
vvill have to move in a joint-line move to and from that shop, and may incur transportation 
charges not now incuned by SRC and NY'SEG. 

80 



A. The Transaction Will Destroy The Benefits NYSEG Cunentlv Eniovs From 
Single Line Sen ice. Creating Inefficient And Costly Joint-Line Sen ice 

The Primary Application creates new operational coordination problems by creating new 

interline movements for SRC-owned unit trains, which today are single-line movements. The 

Primary Application calls for CSX to sene Kintigh while NS senes Milliken.'" That makes 

joint-line sen ice out of the follow ing cunent single-line Conrail sen ices: 

• Deliveries to CSX-sened Kintigh from every NS sened mine, including .Mine 84 and 
Pow hatan # 6, vvill become joint-line moves. 

• Div erting a train from Milliken to Kintigh becomes a joint-line move. 

• Periodic use of a train that normally sen es Kintigh to sen e Milliken becomes a joint-
line movement requiring tw o interchanges. 

In my experience, joint-line senice generally is less efficient than single-line service. 

The need to coordinate schedules between two camers almost inevitably creates delays in 

handling interline traffic and increases costs. From the Primary Application, it appears that the 

Applicants agree that joint-line sen ice ordinarily is less efficient. The Primary Application is 

filled vvith statements that the major benefit ofthe Applicants' proposal is the creation of new 

single-line sen ices. Donald W. Scale, V ice Presideni of Merchandise Marketing for NS staled 

that an av erage one-day increase in iransit lime could be expected lo result from interchange of 

traffic. Scale, Depo. Tr. 130. CSX's General Manager of Field Operations Development, John 

W. Ornson. likew ise agreed that single-lme sen ice provides better coordination of sen ice than 

does joint-line sen ice. Onison, Depo. Tr. 209. 

Delays caused by newly-created NS-CSX interchanges will significantly hinder the 

caniers' ability to provide the requisite number of train cycles to Kintigh and Milliken. NYSEG 
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regularly utilizes capacity of one train set at both Kintigh and Milliken. With Conrail providing 

sen ice to both of those facilities, as well as to NYSECj's cunent origins, this change in 

destination of a train did nol impose addilional delays. Under the proposed operations, however, 

this move will require two actual interchanges ofthe train sel - the first from CSX to NS lo make 

the train available to serve Milliken and a second interchange back to CSX to retum the train to 

Kintigh service. 

Anytime train sets are interchanged there are inherent delays. An interchange would 

nomially involve a change out of locomotive power and a change ofthe End of Train Telemetry 

device ("EOT")." An interchange inspection also would be conducted each and every time this 

occuned. Each of these activities requires time - time that is not now needed by Conrail 

because it serves both Kintigh and Milliken. Because it will be necessary to interchange an 

SRC train set back and forth between NS and CSX, at least monthly, to assure that adequate coal 

supplies are transported to bolh Milliken and Kintigh, NYSEG sees the risk of train cycle delays 

increasing drastically, reducing sen ice reliability to NY'SEG. Movements of coal lo Kintigh 

from mines that are slated to become NS-sened mines, such as Mine 84 on the Ellsworth 

Secondary just north of the MGA and Powhatan #6 of the Ohio Valley Coal Co., on the River 

Line in eastem Ohio, will all become joint-line moves under the Applicants' plan. While some 

of these mines presently are not principal sources of coal for Milliken or Kintigh, they are 

sources for some spot purchases. In addition, all of these mines bid in competition with 

NY'SEG's cunent suppliers when portions of NY'SEG's coal requirements are put out for 

competitive bid each year. Making sen ice from those mines joint-line service vvill pose 

NS would also sene NY'SEG's Greenidge and Goudey Stations. 
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additional operational limitations which may make those mines non-competitive on movements 

to Kintigh. 

By creating new joint-line sen ice to NYSEG, Applicants are inevitably reducing service 

efficiency to NYSEG. NYSEG has worked hard with Conrail for over fourteen years to optimize 

efficiency in handling SRC-owned unit trains. Making new joint-line services out of that service 

will, according lo the Primary Application itself and deposition testimony, almost ine'. itably 

dismpt sen ice efficiency and increase costs 

B. CS.X's and NS's Joint Use Of Certain Trackage Will Hinder Senice To NYSEG 

The Pnmary Application requires NS and CSX to share the Youngstown-Ashtabula line 

and the MGA Unss, both line segments that would be used to move coal to Kintigh and Milliken. 

Because 'hose lines each hv e limited capacity, the need to share those critical facilities will 

require tight coordination and cooperation between CSX and NS. I doubt that such coordination 

can be achieved. 

The MGA is, for the most part, single track. The lines comprising the MGA are 

essentially a pair of long, stub-ended branches, except that CSX has access over the East Branch 

of the .MGA from the south. The west branch ofthe .MGA, comprised of the "Mon Line" and the 

Waynesburg Branch, extends about 52 miles south from West Brownsville, the point chosen by 

NS and CSX as the northem terminus of the shared MGA property. The east branch extends 

about 71 miles south from West Brownsville. The Primary Application calls for NS lo own and 

dispatch the MGA but for CSX to have "equal access" to it. Primary Application, Vol. 1 at 50. 

fhis dev ice is placed al the rear of the train to monitor air brake pressure at the end of the 
tram and to relav lhat information to the engineer. 
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Similarly, the Y'oungstown-Ashtabula line will be owned by NS and used by CSX under 

presently-existing trackage nghts. CSX/NS-87 at 8-9. A large portion ofthe line is single main 

track. The line includes steep grades w here cunent Conrail operations call for the use of helper 

locomotives. Id. Under the .Applicants' operating plans. NS w ill control dispatching on the line. 

CSX will route unit trains to Kintigh over the Y'oungstown-Ashtabula line under its irackage 

rights on that line. CSX/NS-67 at 12-13. NS apparently will use the line for NYSEG trains as 

well.'^ 

NS control and CS.X use ofthe MGA and the Youngstown-Ashtabula line will require a 

high degree of coordination between the two caniers' operations. Most traffic on the MGA, 

including apparently all NS traffic, w ill hav e to enter and exit the MGA through West 

Brow nsville. NS vvill stage trains for the MCi.A at the Shire Oaks Y'ard. cunently used by Conrail 

for that purpose. CS.X, on the other hand, vvill stage irains for the MGA at Newell Y'ard, just 

north ofthe MCJ.A. at New Castle Y'ard. seven hours from West Brownsville.'' and at 

Cumberland, MD, eleven hours from West Brownsville. CSX/NS-67 at 17. NS, as the 

dispatcher ot the lines, w ill need to coordinate trains operated hy itself and CS.X from four 

different yards onto what are. for the most part, single main, stub-ended branch lines lhat allow 

operation in only one direction at a time. Along w ith projected traffic increases on the MGA, 

' Mohan. Depo. Tr. 408-411. .S'cc also NS train schedules for movements to Milliken, NS-
19. Book 4 of 4 at 560. show ing tram mov ements from the MG.A mov ing over lines from 
Rochester. PA to Ashtabula, OH. 

All ofthe CS.X train schedules in CSX-21 for iransportalion from MGA mines, however, 
show an S hour transit time from Newell Y'ard to New Castle, P.A, not 7 hours. 
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and both caniers' unfamiliarity with the actual operation of the MGA," the potential for 

unmanageable traffic congestion is high. 

Cycle perfomiance of NYSEG trains also is likely to be harmed because caniers' rights, 

rather than shippers' rights, will affect loading priorities on the MGA. For example, if CSX has 

a NYSEG train al Newell Yard ready lo load and there is a loading slot at an MGA mine which 

was intended for an NS-handled NYSEG train, if the NS train has been delayed and is not 

available to load, then NS. w hich w ill dispatch the MGA, is likely lo dispatch another NS train, 

one not destined lo NY'SEG, lo load in that spot rather than dispatching the NYSEG/CSX train, 

eminently. Conrail vvould dispatch the other NYSEG train to the loading slot because Conrail wii 

eam the revenue regardless of whether a Milligan or a Kintigh train loads. However, with CS.X 

and NS shanng the MCiA, NY SECJ believes NS would be more likely to move another empty 

non-NY'SECi NS train into that loading spot, in order lo retain the rail revenue, rather than 

moving a NY'SEG'CS.X train into the loading slot, f herefore. rather than being able to 

compensate for one NY'SEG train being late by loading the other NYSEG train, NS will load 

someone else's train, causing unnecessary delay to bolh NYSEG trains. 

1. CS.X w ill have special problems serv ing Kintigh from the MGA 

Even ihough it is slated to be the exclusive rail carrier sening Kintigh, CSX will have 

special difficulties sening Kintigh from the MGA because of yard limitations and coordination 

problems. These problems, which are not faced by Conrail ted;, "il l hinder CSX from 

maintaining cunent cycle performance on SRC-owned equipment destined to Kintigh. Newell 

Yard, CSX's primary staging point for the .MGA and CSX's only staging point in close 

NS staled that it did not utilize cunent Conrail personnel in developing operating plans 
for the MCJA .Mohan, Depo. Tr. 399-401. 
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provimily to the MGA. is presently scheduled for upgrading. Even with that upgrading, Newell 

Y ard's limited capacity will adversely affect NY'SEG's Kintigli-bound unit trains. Conrail's 

REDACTED 

Conrail has been refurbishing Shire Oaks Y'ard to provide additional capacity for sen ing 

the MCi.A Conrail's cunent loaded train volume for this lenitory averages about 10 irains per 

day. ' The CSX operaiing plan. ' meanwhile, shows that CS.X intends to move 10.8 trains per 

day between Sinns and Brownsville. P.A. the CS.X line north of Newell Y'ard. .Assuming half of 

the CS.X trains to be loaded, the CS.X volume w ould be about half the volume handled by 

Conrail through Shire Oaks Y ard presently. 

Even Ihough Shire Oaks Y'ard is much larger than Newell Yard and even though Conrail 

also had \\ esl Brownsv ille Y ard available. Conrail still lelt the need to upgrade Shire Oaks Y'ard 

to handle MCi.A tratfic. CS.X is proposing to handle half of Conrail's volume through Newell 

Yard, which has far less than half as many iracks as Shire Oaks and West Brownsville Yards. To 

me. this says that Newell Y ard is not adequate to handle the traffic CS.X proposes lo use it to 

handle. 

.Vtr CSX-21-CO-004634. 

.S'tr CSX-21-CO-004653. 

See Pnmary Application, Vol. 3A at 335. and CSX'NS-106 at 7-8. 

.ViY CSX-21-P-(,'08208. 

Primary Application, V''oI. 3A al 439. 

86 



The inadequacy of Newell Yard will delay cycles on NYSEG's two unil trains sen ing 

Kintigh. Because Newell Y ard will be undersized, NY'SEG trains may be delayed in being 

staged for the MGA because there is not enough available yard space at Newell Yard. With 

CSX's nearest altemate staging yard for the MGA - New Castle, PA - being over seven hours 

and one crew change away from the MGA,"" the possibility of trains staged there being delayed 

en route and not aniving in lime to fill their loading slot is increased."' 

In addition, because CSX vvill have to rely totally on NS to dispatch CSX irains on the 

MCi.A. CSX w ill have less control over the senice it can provide than will NS. Applicants' 

officials agree that they prefer operating their trains on their own tracks because il gives them 

better control of their assets. Tobias, Depo. Tr. 220-221. To me, this clearly indicates that CSX 

vvould expect to be disadv;intaged by operating on the NS-owned, NS-dispalched .MGA. 

Furthermore, CS.X's problems sen ing Kintigh from the .MGA wiil be compounded by 

CS.X trains hav ing to move back and forth between CSX and NS-dispatched lines. On the MGA, 

CSX vvill operate under NS dispatch CSX then w ill move onto its ow n lines tor the movement 

from West Brownsville, PA to Y'oungstown, OH. Ihere, CSX must switch back again to NS 

dispatch. Moreover, near Y'oungstow n. the CSX trains w ill need the assistance of helper 

locomotives,"'' if such assistance is available,"' adding an additional coordination problem. 

Finally, at Ashtabula, it vvill change once more, back to CSX dispatch. 

Sec CSX NS-67 at 17. 
CSX estimated 17 to 21 hours between arrival of a train al New Castle, P.A, and placing 

that train in position for loading al an MGA mine, "assuming no delays in 'staging'." CSX/NS-
106 at 8. 

.S't'£'CSX'TS'S-l06at 11-13. 

-' .S'reCSX/NS-106 at 11-12. 
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These changes create difficulties in schedule coordination. For example, while NS can 

take account of irains operaiing on its tracks under its control, it w ill be more difficult for NS to 

plan to accommodate irains moving from outside NS control into NS dispatched lenitory. This 

difficulty creates additional potenlial for CSX-operaled trains to be delayed at these points of 

control change between the MGA and Kintigh. 

2. NS's cumbersome interchange at Ashtabula can delav MGA-ongin traffic 

NS is not w ithout its problems in operating betweei. Y'oungstown and Ashtabula. .My 

inspection of Conrail facilities in the Ashtabula area and of related Conrail and NS documents 

showed that where the Youngstown-Ashtabula line joins the NS Cleveland lo Buffalo main line, 

NS cannot move a Milliken-bound coal train eastbound w ithout blocking one or more road 

crossings. This includes the probability tha; the NS main line and perhaps the Y'oungstown-

Ashtabula line w ould be blocked for a significant period of time. 

There is no track structure allowing an NS train northbound on the Y'oungstown-

Ashtabula line lo move directly eastbound on the NS Cleveland lo Buffalo line."' Instead, NS 

w ill have to move westbound on the Cleveland to Buffalo main line and onto a siding there."' 

The locomotive then would have to uncouple from the w est end of the train and mn around, 

using the main line track, to the east end. Unless NS posts an employee with a spare EOT at the 

siding to wait for the train's arrival, lhe train crew will have to move the EOT lo the west end of 

the train, then retum to the east end ofthe train to begin the move toward Buffalo.^* 

See .Mohan, Depo Tr. 396. and NS l ake Division track chart, NS-21-CO-03684. 

See Mohan. Depo. Tr. 396. 

See Mohan. Depo. Tr. 397. 
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This operation vvould block both roads and the rail lines involved. According to NS track 

REDACTED 

w ithin about one tenth of a mile of the western end ofthe crossing NYSEG's 130-car unit coal 

trams would block al Icasl two of these crossings during the entire time that NS was 

repositioning the EOT and locjmolive to head east toward Buffalo. NYSEG's 130-car unit 

trains are approximately 7,000 feet long, since each of the 130 cars is 53 feet - I ' ^ inches long, 

while each locomotive would be about f)0 feet long, depending on size and tvpe. Altogether, the 

train is about 1,3 miles long. Even if the train were moved to the westem end ofthe siding, il 

still wouki likely block the two v> esternmost grade crossings. If stopped further to the east, it 

could conceivably block up lo five crossings at once. 

This blockage of at least two grade crossings nomially vvould continue for at least an 

hour NS's witness Michael Mohan estimated the time needed at 30 lo 40 minutes. .Mohan. 

Depo. 1 r. 396-397. That is an absolute •"best case" scenario. From my inspection ofthis area in 

A ; jbula. it appeared to me that the sw itches to the siding are power switches, controlled by the 

dispatcher for the track. Therefore, the tram crew would have to have the cooperation and 

V iTiuaily the full time attention of the dispatcher to make these movements. The dispatcher 

w ould hav e to align the switches so thai the train could enter the siding from the east end and the 

locomotives ould exit al the west end after coming lo a halt, seUing the brakes, and uncoupling 

from the train. Wilh the sw itches set in this nosition, a train could not pass on the main line. 

Once the locomotives uncoupled, they would pull out from the siding past the home signal so the 

dispatcher could realign the switch to allow the locomotives to proceed eastbound to get the 
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EOT. Then, the engineer would have to obtain pemiission from the dispatcher lo back up along 

the mam lme lo the west end ofthe sulmg. for placement ofthe EOT on the west end ofthe train. 

The engineer would then require pemiission lo proceed east, fhe locomotives would pull past 

the home signal for the east end ofthe siding lo allow the dispatciier to realign the switch so that 

the locomotives could retum to the tr am on the siding, f̂ ecause the east end ol the siding is so 

close to the Y'oungstown-Ashtabula line, this movement also vvould block movement 'MI the 

Y'oungstown-Ashtabula line Once the locomotives vvere west ofthe eastbound signal, the 

dispatcher would possibly realign the swiieh again to allow trains to pass on the mam line while 

the train crev. coupled the locomotives to the east end ofthe train .After the locomotives were 

attached ;i;id an initial temunal air test was perfomied. to assure that the brakes were functioning 

properly, permission would be required from the dispatcher (and perhaps another realigning of 

the SW Itch) to pull onto the main line and head east. 

1 he purpose of this long explanation is to show that the train crew operations needed to 

head an NS nam east, conducted back and forth over a two-mile section of track, vvould be quite 

lime consuming If it vvas necessary for the locomotives to clear the main line, the time vvould 

stretch out even further. And throughout the process, at least two grade crossings, and perhaps 

both the .NS mam and Ihe Y'oungstown-.Ashtat»ula line would be blocked. I think it more 

reasonable lo expect that this operation vvould take at least 1 to two hours - time Conrail does 

not now have to spend - to complete. The operation vvould lengthen NY'SEG's cycle limes, and 

The main line vv ould remain blocked throughout this series of movements. Because NS 
projects operating ov er 36 trains per day on this segment, see CS.X NS-54 (enata filing) at 11, 
the company's ability lo tolerate having this line blocked each time NS has to move a coal train 
eastward from the Y'oungstown-Ashtabula line is questionable. Howeve.-, if NS is not willing lo 
have tiie main blocked, then the mo' ement will take longer because of the need for the 
locomotiv es to clear the main line, necessitating realigning the sw itches at each end of the siding 
twice each time the locomotives move on and off the siding. 
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block other traffic, both rail, auto and truck. .Moreov er, NY'SEG's trains would not be unique in 

needing this extra handling, as at least some of the other 12 to sixteen trains NS projects handling 

daily on the Y'oungstown-.Ashtabula line' would also have lo move east from Ashtabula, 

experiencing this same problem. 

The number of train cycles per year that NYSEG receives is critical to the company's 

operation. Accordingly, NY'SEG is greatly concemed with the foregoing problems, each of 

which can diminish cycle performance on MGA-originated shipments. Should NYSEG lose 

train cycles as a result of such problems, NY'SEG .vi!i be injured financially and operationally. 

C. -Applicants' Projected Transit T imes To Kintigh and .Milliken Are Unrealistic 

I hav e reviewed the train schedules filed by the Applicants lo see what type of sen ice lo 

NY'SEG those schedules reflect. While the NS Iransit times shown on those schedules vvould be 

acceptable lo NY'SEG, if attainable, my expenence in working w ith Conrail tells me that the 

schedules are wholly unrealistic and were constructed without an adequate understanding of how 

sen ice lo NY'SEG is actually provided. In addition, those schedules do nol show temiinal 

delays, which often are a large portion of overall transit time. 

CSX's schedules do not show any trains to Kintigh. One schedule does show a 

hypothetical movement from an unspecified .MGA mine ' lo Niagara Falls, NY, a point more 

than 20 miles from Kintigh Slalion, This move, from an unknown mine lo an inconect 

destination, has inaccuracy built in from the very start. 

Priman .Application. \ 'oI. 3B at 461. as explained by NS witness Mohan al deposition 
(Mohan. Depo. Tr. 390-394). 

Most Kintigh coai presently onginates at Consolidation Coal Company's Blacksville 
mine, near the southem end ofthe westem. Waynesburg Branch ofthe MGA. Because of tight 
operational constraints on the MG.A as previously discussed. CS.X's pro forma operating 
schedule based on a movement from an unknown mine is highly likely to be inaccurate. 
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While the overall transit time shown on the CSX pro fonna schedule appro imateiy 

equals Conrail's current transit time to Kintigh. the methodology used to arnve at that transit 

time appears questionable. For example. CSX applies a two hour layover al several yards along 

the way - Newell Y ard, New Castle, PA, Ashtabula, OH and Buffalo, NY - without any apparent 

justification These could be crew change points. ' although NS schedules to Milliken (NS-19, 

Book 4 of 4 at 558) REDAC TEDu erew change points. In addition, CSX's procedures for 

establishing train schedules, CSX-21-P-008205-008206. states that in the absence of direci 

infomiation, crew change time would be assumed to be 15 minutes. It appears to me, therefore, 

that CSX simply attempted to set a pro fomia schedule to match cunent Conrail perfomiance. 

without having any actual knowledge of operating conditions in this sen ice lane. 

NS's transit times are at least equally suspect. The transit time N'S shows for movements 

from Blacksville mine to Milliken, NS-19. Book 4 of 4 at 508 and 558. the time CSX 

shows tor Its movement to Niagara Falls, despite the fact lhat Milliken is about 170 miles further 

from the mines than is Kintigh. NS's hypothetical transit times greatly surpass Conrail's cunent 

pertorniance. and again indicate to me a high probability that NS has little understanding ofthe 

actual operating conditions in this sen ice lane, as evidenced by the complicated maneuvering 

descnbed above hat NS would hav e to do to move a train northbound on the Y'oungstown-

Ashtabula line to head eastbound toward Buffalo." 

CS.X's response to NY'SEG's intenogatones in CSX/NS-''»7 at 15-16, states lhat CSX 
".ould use three crews to move coal from Newell Yard to Kintigh. 

N S's Executive Vice President - CJperations, Stephen C. Tobias, stated. "As the plan was 
developed that was submitted lo the Surface Iransportation Board, 1 questior whether that 
development team had a great deal of direct exposure to the Conrail Property. . . . To my 
know ledge, there v ere no cunent employees of Conrail [that had anything to do with the 
development of NS s operating plan.]" Tobias, Depo. Tr. 199-200. 
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Also, NS shows nu R E D A C T E D each for four crew changes and a i R E D A C T E D 

route for working the train. These times are iinrcalis'ic. I am highly !,keptical that the NS system 

averages for these activities approximate these figures. The lime involved in a crew change 

depends largely on the availability of a properly rested crew to take the train. Such crew s are not 

always immediately av ailable. With the -Applicants' plans to cut overall numbers of employees 

as a result ot the acquisition, it seems unlikely that the availability of crews w ill improv e under 

the -Applicants' operations. 

The Applicants' pro fonna schedules do not cov er the entire cycle for SRC-owned 

equipment. CSX schedules do not show the positioning of an empiy tram for loading at the 

mine. Like CSX, NS gives no indication how long a train w ill have to wait to be positioned for 

loading at an MCi.A mine, or for that matter, how long after the train is loaded it vv ill have to wait 

to be dispatched back to the staging yard. That infonnation may be unknown to CSX or NS at 

present, but its absence shows that NS and CSX's pro fomia schedules arc not an accurate 

indication of .Applicants' ability to maintain or improv e upon cunent cycle perfomiance for 

NYSEG. 

Two other taclors also undercut the reliability of Applicants' pro forma schedules. First, 

the .Applicants are nol even coordinating their operaiing plans. Bolh .Applicants testified that 

their operaiing plan teams interfaced essentially only with respect to the Shared Assets Areas. 

Omson. Depo. Tr. 34-35; Tobias, Depo. Tr. 202-203. The same may be tme of the ongoing 

efforts of the so-called transition teams. Tobias. Depo Tr. 212. 

Neither NS nor CSX has known what the other was planning, even in areas such as the 

MCi.A or tbe Y'oungstown-Ashtabula line, where a single operating asset w ill have to be shared. 

That IS a fomiuia for a disaster such as the cunent UP merger debacle. -Applicants' train 
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schedules also show a lack of coordinated planning. CSX's witness John Onison. w ho led 

development ofthe CSX operating plan, stated at deposition, "In temis of their schedules. I can't 

speak for their schedules because 1 hav en't seen them. They have knowledge that we want lo 

operate trains ov er those trackage rights from Y'oungstow n to Ashtabula." Onison, Depo. 1 r. 

216. 

As proof of Mr. Onison's statement, when enata lo the Primary Application w ere filed, 

NS's traffic prajections for the Y'oungstow n-Ashtabula line jumped 46 percent, from 16.3 trains 

per day to 23.8 trains per day , almost double the cunent use of the line. If N'S knew that CSX 

wanted to use the Y'oungstown-Ashtabula line, they certainly did not knovv to what extent See 

Mohan. Depo. I r. 390-394. 

Lack of coordination between the .Applicants ofthis sort could be disastrous for all 

affected by the proposed transaction. The foregoing example demonstrates that NS, the canier 

lhat is to own and dispatch the Y'oungstown-.Ashtabula hne. made a very different assumption 

about operation of lhat line than the CSX and NS operating plans, considered together, showed. 

This IS but a single example ofthe potential Ibr massive lack of coordination between NS and 

CSX that could create operalional nightmares for rail sen ice users like NY'SEG, nightmares 

similar lo those that customers of UP are presently suffenng. 

The train schedules' reliability is further diminished because lhey supposedly show 

operations during a "nomia! year," which means some uncertain date, years in the future. 

Applicants vvere unable lo slate w hen a "normal year" operation for NYSEG would occur. See 

Tobias, Depo. Tr. 225-226; Mohan, Depo. Tr. 403. Y et the CSX operating plan, Primary 

Application \ 'ol. 3 A at 104-5. states: 

This transaction presents unique operating challenges. In the typical merger 
scenario, the assets of the acquired company are merged w ith those of its acquirer and the 
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two become one company. Since all of the asseis of each merging company are under 
one company's managerial control, there is generally a transition period over which the 
fill' integration takes place. On "Day 1," the first day of implementation, each company 
continues to operate much as it did the day before. 

In this transaction, the use and operation of the Conrail assets will be allocated 
between two acquinng railroads 1 he usual transition period vvill be accelerated 
because, upon approv al of the Acquisition, Conrail assets w ill be separated and Day I 
w i l l he yastly different from the nreyious ilay." (My emphasis.) 

This is exactly what NY'SEG fears - that the efficient sen ice that it has worked on w ith 

Conrail for years to develop will suddenly become "vastly different" posl-acquisition because 

two railroads, unfamiliar with the practical aspects of operatmg a huge new property, will find 

lhat their theories run afoul of practicalities. While NS and CSX may someday be able lo 

implement their theones, that day probably will, at a minimum, be years away. The years in 

between could be very costly ti> NY'SEG. 

I \ . APPLK ANTS' INABILITY TO EFFK IFNTLY SERY E NY SE(; WILL RAISE 
NY SE(;*S (OSTS IN O I HER ARE.AS 

NY'SEG's generating costs directly detemiine how much electricity NYSEG can sell. 

Total fuel costs are a large portion of NY'SEG's overall costs, and coal iransportation costs are 36 

to 40 percent of total fuel costs. Therefore, coal Iransportation costs must be tightly controlled to 

maintain NY'SECi's ability to market its product. Rail transportation of NY'SEG's coal is the 

only cost-effective, environmentally sound method of transporting the Pittsburgh Seam coals, 

which NY SFCJ uses to NY'SECi's Kintigh and .Milliken plaits-

Maintaining the requisite number of train cycles by SRC-ow ned equipment sen ing 

Kintigh and Milliken each year is crucial to controlling coal transportation cost. Because 

Applicants proposal threatens to undemiine essential cycle performance for NYSEG train sets, 

SRC is cunently holding its 38 railcars that were rendered surplus by the Alliance, and which 

SRC had plat,ned to sell or lease, to help proiect NYSEG against deterioration of cycle 
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perfomiance threatened by Applicants' operating plans. Should such deterioration occur, as 

NY'SEG expects, NY'SECi either vvould have to make a large capital investment in additional 

railcars to fonn another 130-car train set or vvould have to pay higher per ton transportation 

charges - • REDACTED "n -

moving coal in railroad-ow ned equipment. 

A. 1 he 1 ransaction Will Require NY'SIXJ To Increase Coal liiventones At Kintigh 
.And Milliken, .Addmg l o Inventory Canying Costs 

In part by w orking vvith Conrail on train cycle reliability, NYSEG has been able lo reduce 

its coal inventory carry ing costs, particularly at Kintigh. Kintigh cunently has a coal stockpile of 

60.00(1 to 80,000 tons, equivalent to 12 to 16 days' burn. Each unit tram ofcoal delivered to 

Kintigh provides at most 15,300 tons ofcoal. Kintigh's cunent coal i.iventory is probably at or 

near the minimum advisable coal stockpile for a plant vvith Kintigh's bum. Inventory must be 

maintained to juard again.st interruptions in coal deliveries due to weath'"-. jjossible miners" 

strikes, and dumper failures, as well as against rail sen ice intenuptions. Should Appiicants be 

unable to niaintaiii Conrail's cycle pertomiance to Kintigh, Kintigh could have to increase its 

inv eniory At an estimated inventory carry ing cost of S.50 per ton per month, having lo hold 

tnerely an additional unit train's worth of inventory at Kintigh to guard against Applicants' 

sen ice inegularities would cost NY'SEG approximately S92,000 per year.''' Moreover, this is 

merely inventory carrying cost, not the inflated cost of transporting additional coal in railroad-

.Milliken s inventory level is approximately 100,00(» tons, or 40 days' bum. Milliken 
personnel believ e this higher inventory lev el is necessary to guard against potential sen ice 
intemiptions. due in part to the plant's location at the end of the Ithaca Secondary, a relatively 
long, stub ended branch line w hich is perceived to be somewhat more vulnerable lo washouts or 
other weather-related closures than is the Lockport Branch, which senes Kintigh. Should 
.Milliken's coal inv entory decline because Applicants cannoi maintain cycle performance. 
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owned equipment, given that SRC-owned equipment would be unavailable due to Applicants' 

inability lo keep up wilh needed cycle performance. 

B. The Proposed Transaction Will Require SRC To Maintain Surplus SRC-Owned 
Equipment In Order To Protect Against Cycle Performance Detenoralion 

Presently, 390 of SRC's 428 rotary coupler gondola cars are in constant circulation 

beiween mines and Kintigh or Milliken. The remaining thirty-eight cars are rarely used al this 

time, having been rendered essentially surplus by the Alliance agreement. Before the Conrail 

split-up vvas announced, it had been SRC's intention lo sell or lease those 38 cars Once the 

potential effect of the Conrail split-up on service to NYSEG began to clarify, a corporate 

decision was made that the 38 cars should be retained to protect NYSEG against anticipated 

sen'ice degradation. As previously noted. Applicants presently have no rotary coupler gondola 

cars of their r»wn and will, post-transaction, each have only a portion of Conrail's cunent fleet of 

such cars. This fact only amplifies the necessity for NYSEG to protect itself by retaining this 

uncommon type of equipmeni, which the railroads cannot replace. 

Each of the 38 surplus cars has a market value of about $10,000 to S 12.000. 

Accordingly, the need to hold these cars in resene is preventing NYSEG from realizing their 

value by sale or lease. Again, there is a carrying cost attached to maintaining this surplus 

inventory similar to the cost of maintaining a larger coal inventory. View ed another way, this is 

a lost opportunity NY'SEG is cunently incurring because ofthe uncertainties raised by the 

Applicants' proposal. 

Milliken likely vvould increase its coal inventory. The inventory carrying cost of stockpiling 
each additional trainload of coal at Milliken vvould be approximately $76,000 per year. 
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C. I he I ransaction Mav .Also Require SRC fo Acquire -Additional Equipment 

I he 38 surplus cars SRC has av ailable would not be sufficient by themselves to conipnse 

another unit train large enough to haul the minwnum train loading rtq-iired i':idcr NY'SEG's 

cunent contract with Conrail. II SRC had to add SRC -owned equipment to create additional unit 

train cycles to make up for Applicants' failure to n.aintain cycle perfomiance. at least 92 

additional cars likely vvould be needed to make a fourth unit train to haul the tonnage lo which 

NY'SI (i's cunent transportation rate contract vvith Conrail applies. -At an estimated preseni cost 

of S45,000 per car. this would require a capital expenditure of approximately $4,140,000 by 

N Y SI ( i .md SRC. due merely to Applicants' inefficiency and inability to maintain cycle 

perfoniiancc-

SRC's equipment, as cunently utilized hy Conrail. is ftilly capable of sen ing the entire 

bum requirements of Kintigh and Milliken I hus, if NS and CSX fail to maintain adequate train 

cycles and ti>rce NY'SI.G to pay lor coal transportation in canier-ovvned equipment or to 

purchase new equipment, that will cost NY'SECi money unnecessarily and perhaps compromise 

NY'SECJ'S ability 'o sell its product. 

N . I HERE IS A SOLUTION TO RESOLY E NY SEG'S CONCERNS THAT WOULD 
NOI IN I LRFFRF WI I H I IIK BENEFITS OF THF ENTIRE TRANSACTION 

From an operational point of view , having single canier access to Kintigh, .Milliken, 

Greenidge and Goudey stations ("the four plants") is the best solution available to give 

Applicanls the opportunity to replicate Conrail's coordinated, seamless cycle and operalional 

pertomiance. Ciiv ing NS direct access to Kintigh or giving CSX access lo .Milliken, Greenidge 

and Goudey ("the Soulhcm Tier plants") v ia trackage nghts would allow single carrier sen ice at 

the four plants. Giving NS trackage nghts to Kintigh would require only a very limited 

modification ofthe plan proposed in the Primary Application. At present it appears that NS also 
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may be in a better position than CSX vvould be to maintain cycle perfomiance of SRC's 

equipment. 

The major impediments to Applicants' ability lo maintain requisite cycle performance are 

the creation of two-line hauls and the unrealistic approach Applicanls have taken in formulating 

their operating proposals. Trackage rights cannot cure the latter problem. Only painful 

experience, mostly painful to NY'SEG. could do that. 

Allowing NY'SEG single canier senice could eliminale some or all ofthe newly-created 

two-line hauls. Allowing either CS.X or NS lo serve the four plants vvould eliminate the 

interchanges of unit trains needed to div ert a train from Milliken to Kintigh. It also vvoijid 

eliminate the approximately monthly interchange beiween N'S and CSX ofthe Kintigh tram for 

Its run to Milliken. 

Ciiving NS trackage nghts to Kintigh .seems the simpler and more effective solution. 

Such Irackage rights vvould be much less extensive in scope than those CSX would need to serve 

the Southem Tier plants In addition. NS has direct access lo Mine 84 and Powhatan ttb. giving 

single camer access from those origins, replicating what Conrail now makes available. Granting 

CS.X trackage nghts to the Southem Tier plants vvould not eliminate joint-line routings from 

.Mine 84 and Powhatan #6. Operationally, NS also seems better situated to sene NYSEG. The 

capacity of its MGA-staging yard and its control of the MGA and the Y'oungstown-Ashtabula 

Ime give it added ability to avoid train delays which could impair operational efficiency of CSX. 

CSX sen ice would not be devoid of operational benefit, how ever. If the transaction is 

approved, CSX w ould have the higher capacity line betw een Ashtabula and Buffalo. The NS 

line has capacity limitations southeast of Buffalo that could congest a portion of the line that 

NY'SEG trains would utilize. NS's line also has fewer tracks than the line that CSX would 
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.icquire Aho. NS has to make the time-consuming run-around operation at the conneciion of its 

Cleveland to Buffalo line at Ashtabula, an impediment which CS-X wil l not suffer and which 

Conrail docs not suffer now . 

\ I. ( O N ( LUSION 

NY'SEG's Milliken and Kintigh plants are both among the top six electric generating 

plants in New York in terms of operational efficiency and cost effectiveness. They also are 

equipped with pollution control equipment which makes them among the most environmentally-

fnendly coal-fired generating facilities in the slate. Each plant is the primary source of electricity 

for an a.ssigned region of New York, and product -: additional electricity that is dispatched to 

other utilities to meet demand which they cannoi meet or cannot meet as cost-effectively as 

NY'SEG. 

NY'SEG has no feasible altemalive to using rail serv ice to bnng coal to Kintigh and 

Milliken. I herefore. NY'SECi has worked extensively with Conrail to develop an efficient rail 

delivery system lhat allows effective utilization of SRC -owned equipment hauling all ofthe coal 

that Kintigh and .Milliken presently need. The Applicants' plans would jeopardize much of that 

efficiency by creating two-canier movemenls out of cunent singie-line senice to NYSEG. The 

Applicants' operating plans also demonstrate an unrealistic approach to serving NYSEG. 

While not a complete cure, giving either NS or CSX single carrier access to the four 

NY'SEG plants - Kintigh. -Milliken, Goudey and Greenidge - creates at least a greater opportunity 

for Applicants to replicate the efficiency of sen'ice which NYSEG must have- Loss of those 

efficiencies would be very cosily to NYSEG-
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VERIFICATION 

STATE OF NEW YORK ) 
) 

COl-NTY OF NIAGARA ) 

I. Gary P Edwards, being first duly swom. upon my oath state that I have read the 
foregoing venfied statement and the contents thereof are tme as staled. 

,- f^ 
Subscnbcd and sw om to before me this ,' [p dav of October. 1997. 

/Nolan'Public r 

My Commission Expires: 

IMARGOTE-RANDOLPH 
Notary PuMtc, sum ai Nmn vor>. 

Qutttod in Maom County 
flagnnaon t<kr6iRA5a74is6 
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SUITE 500 EAST 
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BEFORE THE 

SURFACE TRA.NSPORTATION BOARD ^ ' 

FINANC E IKK KET NO, 33388 (Sub No. 3 )̂ " 

CSX CORPORA I ION AND ( SX TRANSPORT i T i n v ivr^ v^r.r-^ 
SOUTHERN ™ A T I C ^ AND . O n ^ ^ ^ S ^ ^ ^ ^ L : ^ ^ ^ ^ : ^ ^ 

f "nvi?^T t v ' " <>''F-KATIN(; LEASES/AGREEMENTS . . " - " ^ ^ ^ ^ 
CONR.AIL LM . .VND C ONSOLIDATED R.AIL CORPORATION 

VERIFIED STATEMENT r>F \ n MGNTFTC W T I M P 

My name is Alfred O. Beers and I am a Project Environmental Spectaltst at New York 

State Electnc ^ Gas. .NY'SEGi. 1 have prepared this X'enned Statement ,n connection wuh the 

request under Decision No o. .en ed Mav ^0. 1.97 in this proceeding, ror intomiation 

concerning the eltect oi NYSEG'. Responsive Application on the environment. 

Baseu on the infomiation avaiiabie to me at this nme. , i ,s my judgment that the rad 

traffic reasonably likely to be associated wuh NYSEG's Responsive Application w.ll not result 

in any significant changes ,n operations ot the lines at issue, as descnbed in the Descnption of 

-Anticipated Responsive Application submitted WSF h m rh,. 
• -'^'n this proceeaing on .Autzust 22. 

l ^ ^ - The trackage r:,hts transaction requested by NY'SEG is only a replacement ot cunent 

sen lee anu d.es no: :r. anv uav :nere.se or change the cunent sen.ce on the raii lines at issue. 

Furthemiore. unv e.v ironmental impact intomiation dealing with the overall resuit ofthis control 

transaction ana re.u.ea by tne Boara mav be obtained trom Appiicants' environmental 

documentation. 

Pursuant t . Decision Xo o. in this proceeding, sen'ed May 30. 1997. I cemty that the 

transact:on aescnred in NY'SEG-o uii l not invoivc changes that exceed the tnresnolds 

.stanl,snca,n4.C.r.R. . 1,05.^.e„4i or ,5,. Spec.tlcaily . I eenir^-mat the transaction 
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NYSEG-13 

descnbed in N YSEG-o wul not inv oiv e either the aivers.on trom rail to motor carnage of more 

than i.XU .000 raii carloads a y ear. or ,B) an average of 50 rail carloads per mile per year for any 

part ofthe atfectea line .49 C.F.R. j , ,05.:-.eH4., on the one hand, or, A) an mcrease in rati 

traffic of at least 100 percem or an increa.se of at least eight trams per day on any segment ofthe 

affected line. iB) an increase ,n rail y ard activity ot at least 100 percem, or (C) an increase in 

tmck traffic o, more than i 0 percem of the av erage daily tralfic or 50 vehtcles a day on any 

affected road segmem .40 C.F.R. § 1105.7(e.,5)). on the other hand. See 49 C.F.R. § 

1105.6(ci(2). 

The trackage n.hts transaction proposed in NYSEG's Descnption of Responsive 

Application will not resuit m changes , : i comer operations that .xceed the above-listed 

thresholds. In addition, env ironmen.ai documentation ,s not nomially required for trackage 

nghts transactions. ^ 4 . C F R . , I . 0 5 . 6 . C H 4 I . Fherefore. no additional environmental 

documentation is required for NYSEG's Responsive Applieation to be filed October 21. 1997. 

See Decision No. b in this proceeding, sen'ed May 30, 1997 

Transactions invoiving trackage nghts actions which will not substantiallv change the 

level of maintenance oi the raiiroad propenv are exemnr tmm th. h, -,, 
'"c exempt trom tlie histonc reporting requirements 

of49C.F.R., il05.8,a, <e^4. C F R , 1105.8,bK3,. Since the rail trattk reasonably hkely 

to be associated wuh NY'SEG'. Responsive Application wiU not result in anv sigmficant changes 

m operations ofthe lines at issue. NY'SEG does not reasonably believe that the level of 

maintenance ofthe raiiroad propeny will .ubstaaaally change. Theretore. a histonc repon is not 

required to be filed witn NY'SEG's Responsive .Xpplication to be fited October 21. 1997. See 49 

C.F.R. 1105.8. 
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VERIFK. vTION 

STATE OF NEW YORK 

COUNTY OF BROcniE 
SS. 

I . Alfred O. Beers, .eing dulv sworn, state that I have read the foregoing statement, that I 

know us contents and that those ccntenis are tme as stated. 

Subscnbed and swom to before me this day of September. 
1997, 

My commission Expires: 

Notarv Public 

VABIA A. EVANS 
Nof t rv P Jblic. 5'jit» o» Nww York 

No, 4.-?7182 
P t l t O i ^ ' a <^ e * o o r r « C c u n . , • 

C0^-"iJ| i f ln ' " c 'e» Ot«. 31 , 1 9 j [ ^ ' ' 
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CERTIFIC A i n OF SERVICE 

I hereby ccm^ that a . „c copy .,„he >or=uo,„, Tenn.d S,a,™c„, of No Sig.„fica„, 

l^pac, • ,NYSEO.,:., .as s^.-.d ,h,s 30" day S=p,en,ber. ! 9,7. by facs^ile , ™ . . s i o „ ,o 

AppHcan,.- repre.e„«,ives. and bv r.rs.-C.s n,a„. postage prepa.d. ,o Judge LevenU^l and al. 

parties of record in STB Finance Docket No. V,388. 

Ĉ Uz c 
XIAM A. .MI(LLJ^SIS 

SANDR.A L. BROWN' 
TROUTMAN SANDERS LLP 
1300 1 STREET. N.W 
SUTTE 500 E.\ST 
WASHINGTON. D.C. 20005-3314 
202 274-2950 (PHONE) 
202-274-2994 (F.AX) 

ArrORNEYS FOR NEW YORK STATE 
ELECTRIC -AND GAS 
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4 3 

1 c u r r e n t s i n g l e - l m e -,ove . And I a g r e e d w i t h t h a t 

2 g e n e r a . 1 z a t 1 c n ; t h a t , n o t k n o w i n g a l l che f a c t s 

3 o f h i s rrovement, i t w o u i d be l i k e l y t h a t a 

4 - o m t - l . n e moveT-.ent of h i s c o a l t o t h o s e p l a n t s 

5 i n a f u t u r e c o n t r a c t , w i t h o u t k n o w i n g t h e l e v e l 

6 o f h i s - u r r e n t c o n t r a c t r a t e , w o u l d g e n e r a l l y be 

7 h i g h e r as a j o m t - l m e move than a s i n g l e - l i n e 

8 move. 

9 Q. Okay. Now, do you remember t h e two o f 

10 us c e m g m a T.eetmg t o g e t h e r m t h e L' E n f a n t 

11 P l a z a H c t e . : r. December 20, 1 9 96, w i t h a l o t o f 

12 o t h e r p e c p l e ? 

^" '^^n you be more s p e c i f i c why we were 

14 t h e r e . Was t h a t a c o n f e r e n c e ? 

2- C o n r a i l a t t h e t i m e and you were t r y m a 

16 t o merge. And Z o n r a i l a s k e d me t c s e t up a 

17 m e e 11 n a v.-11 h - • - - - ̂  ̂  .. „ 
^..a^ y cu ano 

w \' — 1 ' ̂  u - 1 "ake a c r e s e; Cl w . — , , 

- - A . Now I I' e T. e c e 1' b e i .n a •: ̂  » v ̂  

Q- And dc you rem. em b e r some 2D c r 25 

21 u t i l i t y r e p r e s e n t a t i v e s p r e s e n t a t t n e m e e t i n g ? 

A. I rememcer a l a r g e g r o u p . 

^2 Q- = rememcer s a y i n g t o t.i e g r o u p 

24 t h a t : t was y c u r : z'c t c c n a r g e them t h e n i g n e s t 

2 5 r a t e "ha' - U A _ t fc c s 1 n g t n e i r 
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1 b u s i .n e s s ? 

2 P . I d o n ' t s p e c i f i c a l l y remember s a y i n g 

3 t h o s e v o r d s . But I w o u l d p r o b a b l y use t h o s e 

4 w o r d s , t h o s e sound l i k e words I w o u l d use. 

5 Q. And t h a t i s y o u r u n d e r s t a n d i n g o f y o u r 

6 j o b ? 

T A. Among m.any t h i n g s , y e s . 

Q. Now, do you remember w r i t i n g Mr. M u r r a y 

s u b s e q u e n t t o y o u r D e p o s i t i o n E x h i b i t No. 3? 

A, Yes . 

MR. .MCBRIDE: I ' l l ask t n e r e p o r t e r t o 

mark as D e p o s i t i o n E x h i b i t 4 a l e t t e r f r o m 

13 Mr. Sharp d a t e d June 13, 19S7, t o Mr. M u r r a y . 

( S h a r p E x h i b i t No. 4 was 

marked f o r i d e n t i f i c a t i o n . ) 

THE WITNESS: Okay. I remember t h i s 

17 ,0 n e . 

"-5 5 ':' M R . M C E R I D E : 

2. Okay. I f you remember i t , we can move 

— ---s a.cng- T h i s was a b o u t a month, w o u l d you 

: i a g r e e , a f c e r y c u r May 19 l e t t e r w n i c h i s y o u r 

12 D e p o s i t i o n E x n i c i t No. 5? 

'-2 A. Yes . 

^- 3 f a i r c h a r a c t e r i z a t i o n o f 

t n i s . e t t e r t n a t you were as of t n e d a t e o f t h e 
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1 Eastlake and Ashtabula plants? 

2 A. I'm not aware of anv general reason why 

3 that would not be true on that movement. 

4 Q, Okay. I f we could please, could you 

5 t u r n to page 8 of your statement, and i t ' s page 

6 3 55 of the volume. 

7 A. Okay. 

8 Q. On that page you have a section that 

9 r e f e r s to more smgle-lme service. Reading down 

10 approximately seven l i n e s from t.he bottom, you 

11 have a statement tnat reads, e l i m i n a t i n g 

12 interchange handling w i l l s i g n i f i c a n t l y reduce 

13 t r a n s i t times f o r coal shipments, end quote. 

14 Can you t r y to quantify the s i g n i f i c a n t 

15 reduction that you reference there, how much time 

16 w i l l be associated with a given interchange; i f 

17 you had a single interchange on a coal movement, 

18 what amount of time are you l i k e l y to add to that 

19 movement? 

20 A. I cannot be s p e c i f i c because there i s a 

21 wide range of variables. There are a wide 

22 v a r i e t y of interchanges that we c u r r e n t l y use. 

23 And t.he s o p h i s t i c a t i o n , the space, the timing, 

24 congestion, a l o t of factors go i n t o that. 

25 We have m place m some instances a 
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1 s t e p - o f f , step-on interchange, where slowing the 

2 t r a m t c a stop and g e t t i n g i t back up to speed 

3 i s the only delay. That would include run 

4 through power. 

5 We a..so have interchanges that take 

6 place that for again a v a r i e t y of reasons I would 

7 assume that you would lose at least 24 houis and 

8 probably i n extreme cases a l i t t l e b i t more than 

9 t h a t . 

10 Q. At the r i s k of asking a question that's 

11 d i f f i c u l t to answer, can you quantify or give me 

12 a guess as to which i s more ccmm.on and why would 

13 one be more common than the other as between the 

14 step-on and step-off interchange as opposed to 

15 the 24-hour interchange? 

16 MR. ROSEN: There's a couple of 

17 questions m there, but why don't you answer as 

18 many as you t.hmk you can. 

19 THE WITNESS: Well, I mentioned that 

20 there are a v a r i e t y of fa c t o r s . Among those 

21 f a c t o r s can be the desire of the pa r t i e s to work 

22 together, the lack of desire of the parties i n 

23 some msta.nces to work together. 

24 I did say and I believe i t to be the 

25 case that coordinating crews, i f one crew goes 
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1 o f f - d u t y , another crew comes on-duty, there can 

2 be unintentional delays i n simply g e t t i n g people 

3 there. 

4 Inspection of cars, inspection of the 

5 t r a m , making sure you've got a i r on the t r a i n . 

6 One c a r r i e r i s responsible to interchange cars to 

7 another c a r r i e r , that they're a l l i n good repair 

8 and working condition, and occasionally there 

9 w i l l be a disagreement over a p a r t i c u l a r car or 

10 an appurtenance to one of the cars. 

11 And f u e l i n g , agai.n space, congestlo.n at 

12 an interchange point could c e r t a i n l y on o.ne day 

13 be heavy, another day be l i g h t . You know, I can 

14 search and provide others, but those among others 

15 are reasons why interchanges can be quick or 

16 lengthy. 

17 BY MR. KOLESAR: 

18 Q. Okay. I f we could again r e t u r n to the 

19 statement, please. At page 13 and 1., of your 

20 statem.ent which i s page 360 and 361 of t h j 

21 volume, on page 13 you have a heading l e t t e r C, 

22 u t i l i t i e s i n s p e c i f i c areas w i l l b e nefit from the 

23 a c q u i s i t i o n . And, a f t e r a b r i e f i n t r o d u c t i o n 

24 there, you t a l k about some of the Centerior 

25 plants, two m particular, the Eastlake plant and 
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1 factors and a l o t of variables. So I wouldn't 

2 say that one would excluae the other absolutely. 

3 Q. Given that there are no absolutes i n 

4 t h i s world, Mr. Fox, could you say on a general 

5 basis that you would price and f u r t h e r 

6 assuming as I did i n the question that the coal 

7 q u a l i t y i s the same and the u t i l i t y can deal with 

8 e i t h e r producer, generally speaking i s n ' t i t a 

9 fact that your p r i c i n g would be such as to favor 

10 your smgle-lme haul over a j o i n t - l i n e movement 

11 with CSX? 

12 A. I f you look at the e n t i r e movement, 

13 i t ' s l i k e l y that e i t h e r could compete e f f e c t i v e l y 

14 dependi.ng on, you know, how i t ' s set up, 

15 proportional or a j o i n t l i n e , j c i n t - l m e rates. 

16 I mean i t ' s possible that i t could be 

17 competitive. 

18 Generally the smgle-lme movement 

19 would be more e f f i c i e n t and, therefore, generally 

20 have a more favorable p r i c e . But that's not 

21 absolute. Other factors can determine the 

22 competitive nature of those type arrangements. 

23 Q. But you stated previously that you 

24 prefer generally a longer haul? 

25 A. We prefer the arrangement that produces 
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1 the best revenue for Norfolk Southern. 

2 Q. And //ouldn't that arrangem.ent generally 

3 be a s i n g l e - l i n e haul? 

4 A. I would say generally i t would, a l l 

5 things be equal, destinations, equal mileage, i t 

6 would be the m.ost e f f i c i e n t one i t would be 

7 the most e f f i c i e n t move and would be the one 

8 selected. 

9 Q. And 10 would be priced m a more 

10 favorable manner than the ] o i n t - ne move; i s n ' t 

11 that true? 

12 A. In a general sense. But there again I 

13 don't t h i n k that's an absolute. 

14 Q, I f I can refer you to page 272 of your 

15 statement, the paragraph at the top of the page, 

16 the carryover from the p r i o r page, you state 

17 a f t e r the transaction i s approved, these 

18 f a c i l i t i e s w i l l be served by two railroads w i t h 

19 access to high q u a l i t y coal. You do have 

20 reference to shippers of m e t a l l u r g i c a l coal and 

21 coke m the beginning of that paragraph. 

22 Shippers w i l l benefit from the presence of 

23 balanced competition by two f i n a n c i a l l y stable 

24 comparably sized r a i l system^s able to o f f e r 

25 c o s t - e f f i c i e n t s i n g l e - l m e service to these 
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1 p r o d u c e r t o l o o k f o r ways t o i n c r e a s e the amount 

2 of c o a l t h a t t h a t c o a l p r o d u c e r d e l i v e r s t o 

3 NS-served p l a n t s ? 

4 A. I n c e r t a i n ways, yes. 

5 Q. Can you name those ways? 

6 A. l i e l p i . i g p r o d u c e r s improve f a c i l i t y 

7 e f f i c i e n c y from the r a i l l o a d o u t p e r s p e c t i v e . 

8 Q, But you've never e n t e r e d i n t o a 

9 t r i - - p a r t y agreement? 

A. Here again I'm not s a y i n g never, but I 

11 c a n ' t t h i n k c : n e . 

^2 Q. You can't r e c a l l one. Now, does 

N o r f c i k Southern ow.: any i n t e r e s t , e i t h e r 

d i r e c t l y or i n d i r e c t l y , i n c o a l mines or c o a l 

15 p r o d u c i n g companies? 

^- Pocahontas Land S u b s i d i a r y owns 

17 c e r t a i n c c a l p r c d u c m g p r o p e r t i e s and leases 

18 those r e s e r v e s t o mine o p e r a t o r s on a r o y a l t y 

19 b a s i s . So t n a f s i n d i r e c t I t h i n k as f a r as 

20 N o r f o l k Southern i s concerned. 

21 Q. And would you say i n g e n e r a l t h a t 

N o r f o l k Southern would p r i c e i t s s e r v i c e s m such 

a way as t o f a v o r those p r o d u c i n g companies where 

Pocahontas Land company has an i n t e r e s t over a 

25 n o n - N o r f o l k Southern owned? 
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1 A. I imagine. I'm ] u s t guessing. But I 

2 imagine that NS would o r i g i n a t e the t r a f f i c and 

3 t u r n i t over to CSX at Buffalo I think i s 

4 probably what would happen. But I'm not sure. 

5 I t could be a.nother arrangem.ent imposed, but that 

6 seems to be the most l o g i c a l . 

7 Q. But under that arrangement that would 

8 be a j o i n t - l i n e haul? 

9 A. Yes. 

10 Q, Norfolk Southern does not serve the 

11 Somerset plant post-transaction? 

12 A. No. 

13 Q. So wouldn't any coal from a Norfolk 

14 Southern-served o r i g i n that would 'oe delivered 

15 i n t o the Somerset plant be a j o m t - l m e 

16 movement? 

17 A. Well, some Norfolk Southern o r i g i n s 

18 would have also CSX -- access to CSX. 

19 Q. I f Norfolk Southern desired to d e l i v e r 

20 coal to plant Someri'et from a Norfolk 

21 Southern-served o r i g i n , would i t not necessitate 

22 a j o i n t - l i n e move mto plant Somerset? 

23 A. Yes. 

24 Q. And i n general you have t e s t i f i e d tha t 

25 a s m g l e - l m e m.ove i s genera l ly more e f f i c i e n t 

121 



64 

1 and less c o s t l y than a ] o i n t - l i n e move? 

2 A. I think that's a general statement. 

3 Q. Is there any reason to believe that 

4 general statement would not apply 

5 post - transact ion f o r coal to be m.oved in t o plant 

6 Somerset? 

7 A. That would be subject to negotiation by 

8 the u t i l i t y . And c e r t a i n l y ] o i n t - l i n e movements 

9 occur on a regular basis. 

10 Q. That wasn't the question, Mr. Fox. The 

11 question was do you have any reason to believe 

12 that your general statement about single l i n e 

13 being more e f f i c i e n t and less costly than j o i n t 

14 l i n e would not apply to the plant Somerset 

15 s i t u a t i o n post - transaction? 

16 A. I believe that the costs are more f o r a 

17 j o i n t - l m e operation. But that doesn't 

18 necessarily m>ean that the p r i c i n g i s d i f f e r e n t . 

19 Q. And why do you say that? 

20 A. A l o t of competitive factors enter i n t o 

21 that decision. 

22 Q. I s a j o m t - l i n e haul general ly l e s s 

23 e f f i c i e n t than a s i n g l e - l i n e haul? 

24 A. Yes. 

25 Q. And the costs are generally more than a 
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1 s m g l e - l m e .haul? 

2 A . Yes. 

3 Q, So wouldn't the cost to plant Somerset 

4 be more post - transaction? 

5 A. That would follow that l o g i c . But a 

6 l o t of other competitive factors enter the 

7 decision, depending on what the u t i l i t y m 

8 qiiestion desires, the supply chain arrangement 

9 with a p a r t i c u l a r coal producer. 

10 Q. Are you f a m i l i a r w i t h a mine c a l l e d 

11 Powhatan No. €? 

12 A. I've never been there, but I know m 

13 general that i t ' s located m Ohio. 

14 Q. Who receives access to Powhatan No. 6? 

15 A. Norfolk Southern. 

16 Q, And, i f plant Somerset post-transaction 

17 wanted to buy i t s coal from Powhatan No. 6, would 

18 that not require a j o i n t - l m e m.ove? 

19 A. Yes. 

20 Q. Would that not be less e f f i c i e n t than a 

21 s i n g l e - l i n e move? 

22 A. Yes. 

23 Q. More costly? 

24 A. Yes. 

25 Q. And i s i t generally true that Conrail 
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1 A. I ' l l accept that. 

2 Q. I f Norfolk Southern saw New York State 

3 E l e c t r i c i Gas' coal deliveries post-transaction 

4 as a ben e f i t to Norfolk Southern, would i t have 

5 bee.n l i s t e d i.n t.his memorandum? 

6 A. Well, you need to define -- som.=?body 

7 Tsfeds to define what benefit means. I mean ^ t ' s 

8 incremental revenue associated w i t h new 

9 developments. There i s a section that deals wi t h 

IC the amount cf revenue associated w i t h the Conrail 

11 transaction. That c e r t a i n l y i s a ben e f i t to 

12 Norfolk Scut.hern and a benefit to CSX. 

13 But mcrem.ental -- I thi.nk ̂ .his 

14 document deals with incremental b e n e f i t s 

15 associated wi t h new market op p o r t u n i t i e s , not 

16 s p e c i f i c a l l y associated with the Conrail core 

17 busmess. So I :ust think there's a difference. 

18 Q- So, cy the absence of New York State 

19 E l e c t r i c i Gas, would you say then that .Norfolk 

20 Soutnern does not see .'.'ew York State E l e c t r i c i 

21 2-as' :oal business as a p o t e n t i a l 1 : ^ i.ncrem.ental 

22 revenue? 

23 A. I t doesn't mean that at a l l . New York 

24 State E l e c t r i c Sc Gas could have a i l t h e i r 

25 u t i l i t i e s base loaded and generatma at the 
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1 maximum o p p o r t u n i t y p o s s i b l e or we could be 

2 assuming, you know, normal growth p a t t e r n s or we 

3 c o u l d have j u s t simply overlooked i t by omission 

4 and not considered i t p r o p e r l y . This was a guess 

5 i n a vacuum, i f you w i l l , at what we thought 

6 might occur at a time when we had a b s o l u t e l y no 

7 experience w i t h the market dynamics. 

8 Q. Do you r e c a l l at a l l ever mentioning 

9 New York St a t e E l e c t r i c & Gas i n your work 

10 papers? 

A. I don't r e c a l l . I can go through them, 11 

12 I t h i n k t h a t ' s 

13 Q. No, we don't want t o do t h a t . I'm j u s t 

14 asking whether or not you r e c a l l . 

15 A. I don't. I'm drawing a blank on t h a t . 

16 Q. On page 272 of your testimony, s e c t i o n 

17 5, can you e x p l a i n t o me what you see i s a 

18 b e n e f i t t o New York State E l e c t r i c & Gas as a 

19 r e s u l t of t.his t r a n s a c t i o n ? 

20 A. I n the t y p i c a l NS-served u t i l i t y 

21 r e g i o n , where NS and CSX compete v i g o r o u s l y f o r 

22 the u t i l i t y business, e i t h e r d i r e c t l y or on the 

23 g r i d so t o speak, and w i t h the advent of 

24 d e r e g u l a t i o n . New York State E l e c t r i c & Gas w i l l 

2 5 have an o p p o r t u n i t y t o p i t N o r f o l k Southern 

125 



85 

1 a f a i r l y widely accepted expectation under 

2 u t i l i t y deregulation. And some of our generators 

3 that we serve use t h i s type of leverage very 

4 e f f e c t i v e l y . 

5 Q, Mr. Fox, wouldn't you say, j u s t because 

6 some u t i l i t y generators that you serve i n the 

7 Southeast use that leverage, that doesn't mean 

8 i t ' s necessarily applicable to New York State 

9 E l e c t r i c & Gas, does i t ? 

10 A. I think i t ' s applicablv^ to the 

11 mdustry. And I personally believe, without 

12 having s p e c i f i c knowledge, that i t i s applicable 

13 to New York State E l e c t r i c & Gas. 

14 Q. Well, wouldn't the a b i l i t y to play t h i s 

15 leverage that you've described depend a l o t upon 

16 the generating capacity, unused generating 

17 capacity m the plants? 

18 A, That's one option. I f that's 

19 available, that's an option. I f not, the power 

20 gene' -ited from other neighborhood u t i l i t i e s , 

21 other u t i l i t i e s that are connected to the system, 

22 New York State E l e c t r i c & Gas system., and other 

23 u t i l i t i e s using other forms of energy production 

24 c e r t a i n l y broaden the competitive landscape f o r 

25 power generated. 
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1 Q. But my question was that, i f New York 

2 State E l e c t r i c & Gas' plants were -- the a b i l i t y 

3 t o play the leverage that you've described 

4 depends a l o t upon the unused generating 

5 capacity, would ycu not -- l e t me rephrase i t . 

6 You said there's two types of leverage, 

7 the f i r s t leverage i s t h i s a b i l i t y to p i t and the 

8 second leverage was the a b i l i t y to buy power. 

9 We're focusing on the f i r s t leverage,. Would that 

not depend upon the unused generating capacity? 

11 A. Yes. 

12 Q. Would that not depend upon the --

13 okay, 

14 Now, f o r the second form of leverage, 

15 the a b i l i t y to buy powtr, does t h i s a b i l i t y to 

16 buy power depend upon the a b i l i t y to transmit the 

17 power? 

18 A. Yes. 

19 Q. So wouldn't the capacity of the 

20 transmission l i n e s be a major factor m whether 

21 or not New York State E l e c t r i c L Gas could 

22 u t i l i z e t h i s leverage that you've discussed? 

23 A. Yes. 

24 Q. Now, you used REDACTED a 

25 u t i l i t y com.pany that has used the f i r s t type of 
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1 AFTERNOON SESSION 

^ { 1 : 5 0 p . m . ) 

3 Whereupon, 

4 JOHN WILLIAM FOX, 

5 t h e w i t n e s s cn t h e s t a n d a t t h e t i m e o f r e c e s s , 

6 h a v i n g been p r e v i o u s l y d u l y s w o r n , was f u r t h e r 

7 e x a m i n e d and t e s t i f i e d as f o l l o w s : 

8 EXAMINATION BY COUNSEL FOR AMERICAN ELECTRIC 

9 POWER SERVICE CORPORATION, ATLANTIC CITY 

10 ELECTRI2 COMPANY, DELMARVA POWER & LIGHT COMPANY, 

11 INDIANAPOLIS POWER i LIGHT COMPANY, and 

12 THE OHIO VALLEY COAL COMPANY 

13 BY MR. McBRIDE: 

1 * Q- Mt-. Fox, my name i s M i c h a e l M c B r i d e . I 

15 t o l d you e a r l i e r , b u t I ' l l r e p e a t i t j u s t so 

16 y o u ' r e aware o f who I'm r e p r e s e n t i n g t o d a y , 

17 A m e r i c a n E l e c t r i c Power, A t l a n t i c C i t y E l e c t r i c 

Crmpany, D e l m a r v a Power i L i g h t Company, 

I n d i a n a p o l i s Fower i L i g h t Company, and The Ohio 

20 V a l l e y J o a i Company. 

18 

19 

21 

23 

Mr. Fox, fc have s p o k e n t o Mr. Shan 

22 a l r e a d y as you may oe aware. And he had once 

p u b l i c l y d e s c r i b e d L i s j o b as c h a r g i n g t h e 

24 h i g h e s t r a t e t h a t he c o u l d w i t h o u t l o s m a t h e 

25 c u s t o m e r ' s b u s i n e s s . Would you t h i n k t h a t t h a t 
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1 d e s c r i p t i o n a p p l i e s t o your j o b as w e l l ? 

2 A. That's an o v e r s i m p l i f i c a t i o n , but I 

3 t h i n k t h e r e i s some element of t r u t h m t h a t , 

4 ye s . 

5 Q. Now, do you know a Mr. .McClellan? 

6 A. J i m M c C l e l l a n , yes. 

7 Q. He's got a c h a r t , your c o u n s e l can show 

i t t o you i f you l i k e , a t page 550 of volume 1 of 

the a p p l i c a t i o n t h a t t a l k s about s i n g l e - l i n e 

hauls going t o j o i n t - l i n e h a u l s f o r c o a l , f,oke, 

11 and i r o n o r e . Have you seen t h a t t a b l e ? 

12 A. I read t h r o u g h Jim's s t a t e m e n t , but I 

13 d i d .n ' t s t u d y t .h e t a b l e . 

1* Q- Why don't you take a minute and look at 

15 i t . 

16 A. I've l o o k e d at the t a b l e , but I haven't 

17 s t u d i e d i t . I'm not sure I u n d e r s t a n d i t . 

18 2- W e l l , l e t me r e p r e s e n t t o you t h a t 

Mr. W i l l i a m s who you see as the source of the 

t a b l e a c c o r d i n g t o Mr. M c C l e l l a n t e s t i f i e d t h a t 

21 u n i t s , wnen i t comes t o c o a l , are c a r l o a d s . They 

22 may be c o n t a i n e r s as I under.stand i t i f we're 

t a l k i n g about c o n t a i n e r t r a f f i c , but f o r c o a l 

19 

20 

23 

24 i t ' s c a r l o a d s 

25 And I'm j u s t i n t e r e s t e d , without asking 
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1 A. Yes. 

2 Q. So you t o l d mie e a r l i e r , when I a s k e d 

3 you a b o u t y o u r j o b , t h a t maybe i t was an 

4 o v e r s i m p l i f i c a t i o n , b u t t h e r e was c e r t a i n l y some 

5 t r u t h , m f a c t , t h a t y o u r j o b was t o c h a r g e t h e 

6 h i g h e s t p r i c e you co '.Id w i t h o u t l o s i n g t h e 

7 b u s i n e s s , c o r r e c t ? 

8 A. T h a t ' s r i g h t , I s a i d t h a t . 

9 Q. And you d o n ' t know what C o n r a i l i s 

10 c h a r g i n g t o d a y t o i t s c u s t o m e r s , even t h e ones 

11 y o u ' r e g o i n g t o s e r v e a f t e r y ou c o m p l e t e t h e 

12 a c q u i s i t i o n , a s s u m i n g i t ' s a p p r o v e d , r i g h t ? 

13 A. Rum.cr i s t.hey do p r e t t y w e l l , t h a t t h e y 

14 c h a r g e what t h e m a r k e t w i l l b e a r . 

15 Q. B u t , i f t h a t t u r n s o u t n o t t o be t h e 

16 c a s e , w o u l d i t be y o u r j o b t o r a i s e t h o s e r a t e s ? 

17 . A. Oh, I •.\;ould be s u r p r i s e d i f i t w e r e n ' t 

18 t h e oase. At t n e f i r s t r o u n d o f n e g o t i a t i o n s 

19 t h a t NS -- when NS n e g o t i a t e s t h e t r a n s p o r t a t i o n 

20 c o n t r a c t s , w e ' l l e v a l u a t e t h o s e c o n d i t i o n s and 

21 t r y t c "'.aximize our r e v e n u e s . 

22 Q. So, i f you f i n d a r a t e on C o n r a i l t h a t 

23 you t h i n k can be i n c r e a s e d , you wi. 11? 

2 4 A. Yes. 

25 Q. And, m e f f e c t , do y o u remember s e e i n g 
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1 s i n g l e - l i n e service i s equated with or expected 

2 to produce improved t r a n s i t times? 

3 A. I'm going to have to read i t . I'm 

4 assuming that that's r i g h t , but I don't know. I 

5 bett e r read the cning. 

6 Q. Just read the response to interrogatory 

7 3. 

8 A. And the question is? 

9 Q. And, when you read i t , I ' l l be very 

10 candid when I t e l l you I'm not going to ask you 

11 about a l l these place names m there, a l l I want 

12 you to do IS confirm for me that the response 

13 implies that s i n g l e - l i n e service as compared to a 

14 p r i o r j o i n t - l i n e move w i l l generally produce more 

15 e f f i c i e n t , m.ore timely service? 

16 A. Yes. 

17 Q, Okay. Thank you. So would the 

18 converse be true, for Ohio Valley Coal's moves to 

19 Eastlake and Ashtabula, or did you mean to 

20 t e s t i f y e a r l i e r t h a t , because of e i t h e r the 

21 i n t e r n a l gateways or some special arrangem.ents or 

22 because of the switching at the end, that those 

23 movements would not be less e f f i c i e n t or take 

24 longer than the s i n g l e - l i n e service today? 

25 MR. ALLEN: Well, there are several 

13; 
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the teams. A p p r o x i m a t e l y ICQ people or more were 

2 i nvo1ved. 

1 

3 

4 

8 

9 

10 

11 

12 

Q. How much c o o r d i n a t i o n d i d you have c r 

d i s c u s s i o n s d i d you have p e r s o n a l l y w i t h 

5 r e p r e s e n t a t i v e s of Nor .."k Southern m the course 

of d e v e l o p i n g t h e C=?y o p e r a t i n g plan? 

7 A We nad a me e t i n g b e f o r e we began t h e 

development of o p e r a t i n g plans t o d i s c u s s t h e 

methodologies m terms of approach and a t a b l e of 

c o n t e n t s because t h e two plans had t o be 

c o o r d i n a t e d f c r t h e a p p l i c a t i o n t o t h e STB. 

Q. When d i d t h a t meeting take p l a c e 

13 a p p r o x i m a t e l y ? 

1'* A. I would say sometime i n March, e a r l y 

15 March. 

1̂  Q- 1 d i d n ' t .mean to i n t e r r u p t your 

17 answer. 

18 A. No, t h a t ' s I t . I don't know the -rxact 

19 d a t e , but -ometirr.e m .March. 

0 Q, Did you meet again p e r i o d i c a l l y 

1 t h r o u g h o u t the pro c e s s t o compare notes on where 

2 you a l l were, r. o w you were doing? 

23 A. We r.ad one or two o t h e r .m.eet.ngs -o 

24 t a l k about t h e c o o r d i n a t i o n of the shared area 

25 t e r r i t o r i e s . We had .meetings w i t h Conra - 1 
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N o r f o l k Southern, and CSX r e p r e s e n t a t i v e s , 

2 c o n s u l t a n t s , t o lo o k a t the o p e r a t i o n s j o i n t l y 

3 f o r the shared areas t o un d e r s t a n d those 

4 o p e r a t i o n s t o develop good o p e r a t i n g p l a n s . 

5 Q. When d i d th o s e meetings tease, when was 

6 t h e l a s t tim.e you m.et w i t h N o r f o l k S o uthern 

7 r e g a r d i n g the o p e r a t i n g plan? 

8 MS. JLAYTON: Regarding che shared 

9 a s s e t s areas? I b e l i e v e he t e s t i f i e d t h a t those 

10 meetings only were w i t h r e s p e c t t o shared a s s e t 

11 a r e a s . 

12 MR. DOWD: That ' s r i g h t . He d i d . 

13 Tha.nk you, I a p p r e c i a t e t h a t . 

14 BY MR. DOWD: 

15 Q- With r e s p e c t t o the shared asset areas, 

16 when was t.he l a s t t i m e you m.et wit.h N o r f o l k 

17 Southern? 

18 A. Approxi.mately Memorial Day, somewhere 

~ a r c u n c ' .t e ."•! .m o r i a 1 Day w e e .< e n d . 

20 Q, I would l i k e you to r e f e r t o naae 37 of 

21 volume -A. The cage r e f e r e n c e s t h a t I ma^e w i l l 

22 be t o the bottom number, a l l r i g h t , j u s t so we're 

23 consisten*. . Do you have the paae? 

2 4 A. '.'.m. c n p a g e 3 7 . 

Q- -^ay. At t h e t o p of the page, you make 
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1 of whether i t ' s r a i 1 road - owned equipment or 

2 p r i v a t e oars? 

3 A. Yes, i t would. 

4 Q. Would e i t h e r of those f a c t o r s ; t h a t i s , 

5 s i n g l e - l i n e s e r v i c e or s h o r t e r , .more d i r e c t 

r o u t e s , by themselves i n d i v i d u a l l y improve 

equipment a v a i l a b i l i t y ? 

8 A. I don't u n d e r s t a n d what you ' r e a s k i n g . 

9 Q. I f you had more s i n g l e - l i n e s e r v i c e on 

10 the same l e n g t n of r o u t e , would y c u r cars be more 

11 a v a l i a b l e ? 

12 A. I would expect t h a t , i f you have the 

13 e l i m i n a t i o n of i n t e r c h a n g e s and b e t t e r 

c o o r d i n a t i o n between c a r r i e r s , which i n t h i s 

i n s t a n c e a s i n g l e - l i n e s e r v i c e r o u t e p r o v i d i n g 

one c a r r i e r would e l i m i n a t e , you know, s w i t c h i n g , 

17 h a n d l i n g , d e l a y of the c a r s . 

18 Q. So t h a t would i.mprove your :ar 

19 a v a i l a b i l i t y ? 

2 0 A. Yes. 

^1 Q- Are you aware of any documents r e l a t e d 

22 t c o p e r a t i o n on the former Monongahela Railway, 

23 can you t e l l me what documents you ' r e aware of 

24 o t h e r "han -he A p r i l g l e t t e r w h ich you r e f e r r e d 

2 5 t c D r e V1 o u s 1',' ? 
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1 t h e t r a i n over t h e i r l i n e s does. 

2 Q. My u n d e r s t a n d i n g f r o m v a r i o u s t h i n g s 

3 t h a t you have s a i d e a r l i e r today was t h a t your 

4 o p e r a t i n g p l a n i n ter.ms of how your t r a i n s , CSX 

5 t r a i n s w i l l move has not been i n t e g r a t e a or 

6 c o o r d i n a t e d w i t h NS's p l a n s f o r i t s t r a i n s a t 

7 t h i s t i m e ; i s t h a t c o r r e c t ? 

8 A. In terms of t h e i r schedules, I can't 

9 speak f o r t h e i r schedules because I haven't seen 

them. They r-.ave knowledge t h a t we want t o 

op e r a t e t r a i n s over those t r a c k a g e r i g h t s from 

12 Youngstown t o A s h t a b u l a . 

13 The t r a n s i t i o n teams are going to work 

14 out the d e t a i l s of what are t h e exact t i m e s , 

15 windows, s l o t s , these mechanisms t h a t would a l l o w 

16 the t r a i n s t o t r a v e r s e t h e t r a c k s e f f i c i e n t l y . 

17 We are g o i n g t.o work r e l e n t l e s s l y w i t h N'orfolk 

18 Southern t o make .-̂ ure t h a t we m.eet our 

19 per f 0 r.T.an c e r e q u i r e m e n t s f o r the .movem.ents of 

20 these t r a i n s . 

-1 Q. When are those t h i n g s j o i n g to be 

22 worked out? 

-3 A. They're ahead c f us i n terms of b e i n g 

24 ready f o r day one : p e r a t i o n s . The t r a n s i t i o n 

25 teams w i l l be w o r k i n g i t out over t h i s next 
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1 Indianapolis Po-wer & Light Company, a l " :ough I 

2 w i l l probably ask a few questions f o r the other 

3 three as w e l l . 

4 F i r s t of a l l we can j u s t begin with 

5 f i r s t p r i n c i p l e s , i f we m.ay. On 14 of your 

6 v e r i f i e d statement, you discuss how the CSX/NS 

7 a p p l i c a t i o n and transaction w i l l provide f or 

8 improved smgle-lme service. I f you could f o r 

9 me, could you ]ust define or give m.e a 

10 d e s c r i p t i o n of what s i n g l e - l i n e service i s . 

11 A. Single-line service i s f o r the purposes 

12 of t h i s record and, you knew, my def i . n i t i o n , i t ' s 

13 described as an o r i g i n and de s t i n a t i o n that can 

14 be m.oved by one c a r r i e r . 

15 Q. And so j o m t - l i n e service i n your 

16 opinion would be service t.hat would be --

17 A. I t would be not c a l l e d single l i n e , i t 

18 would be ca l l e d : o i n t - l i n e or two-carrier l i n e 

19 service, i t would not heve the 'word single. 

2 0 Q. So ] o m t - l i n e service m your opinion 

21 would be service from the o r i g i n to the 

22 destination carried by more than one carrier, 

23 correct? 

24 A- That's what I've said, yes. 

25 Q. At the top of page 14, the second 
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1 paragraph under heading B, you give some reasons 

2 why s i n g l e - l i n e service or you describe why 

3 s mgle-lme service i s be t t e r than j o i n t - l i n e 

4 service; is that correct? 

5 A. These are some of the examples, -yes, 

6 Q. Cup t e l l me some of those examples, 

7 please. 

8 A. Well, they're l i s t e d r i g h t here m 

9 f r o n t of you on page 14. 

10 Q. Can you ]ust read them out loud, 

11 please. 

12 A. I t says i t eliminates delay and costs 

13 as.^ociated with interchanges between c a r r i e r s , 

14 when two rai l r o a d s interchange cars, crews, and 

15 locomotives are usually changed, cars s i t on 

16 interchange track often waiting for available 

17 crews or locomotives, e l e c t r o n i c exchange has a l l 

18 but eliminated interchange paperwork, but 

19 communications mistakes, p a r t i c u l a r l y data 

20 errors, can delay important shipm.ents sometimes 

21 for days. 

22 Q. Okay. And you would agree with the 

23 f i r s t sentence cf that paragraph, that 

24 smgle-lme service i s generally faster, more 

25 r e l i a b l e , and more e f f i c i e n t than ] O i n t - l i n e 
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1 service? 

2 A. Yes, speaking generall'y, yes. 

Q. On the same page here, next ŷou t a l k 

4 about how s i n g l e - l i n e service eliminates delays 

5 associated w i t h interchanges between c a r r i e r s . 

6 Next to delays you have i n parentheses and 

7 costs. What i s the r e l a t i o n s h i p i n your opinion 

8 between delays and costs? 

9 A. Well, the example here that the paren 

10 i s drawing your a t t e n t i o n to i s that there are 

11 costs that can occur also m mterchange such as 

12 when cars are having to be switched to and from 

13 t r a i n s mto yards, then being switched to another 

14 c a r r i e r , that loading which i s the lading inside 

15 the car could be damaged, i t creates costs i n 

16 terms of the movement of the cars. That's an 

17 example of costs. 

18 Q. So are we t a l k i n g i n t e r n a l costs t o the 

19 railroad? 

20 A. Well, i t ' s costs i n terms of, i f we 

21 damage the shipments that are the customer's 

22 shipments, i t could be costs that, you know, have 

23 t o be s e t t l e d between the r a i l r o a d and the 

24 shipper. And i t could be delay of the materials 

25 i n t r a n s i t to t h e i r destinations m terms of 
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1 bemg m the marketplace f o r sale. 

2 You know, i t could create other 

3 downstream costs i f those materials were needed 

4 f o r a just-m-time production. So those are some 

5 of the examples of costs. 

6 Q. In your opinion who would end up paying 

7 those costs? 

8 A. Generally they're going to have to be 

9 s e t t l e d back by the people who cause i t . So i t 

10 would be between the c a r r i e r s . 

11 Q. So, when you say that generally 

12 s i n g l e - l i n e service eliminates delays, are you 

13 suggesting that s i n g l e - l i n e service i s t y p i c a l l y , 

14 between point A and point B, i t would t y p i c a l l y 

15 be f a s t e r than j o i n t - l i n e service between point A 

16 and point B? 

17 A. That's what we've been speaking about 

18 over the l a s t few minutes, yes. 

19 Q. I f I may, on page 50 -- make that 54, 

20 I'm sorry, I'm g e t t i n g my numibers confused, i n 

21 the second paragraph, under the heading C, where 

22 i t says coal network, you suggest that a f t e r the 

23 a c q u i s i t i o n CSX w i l l be able to provide 

24 s i n g l e - l i n e service f o r a greater number of coal 

25 consuming markets i n the Northeast, Southeast, 
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1 A. Correct. 

2 Q. A large part of "your statement i s 

3 devoted to describing the d i f f i c u l t i e s of NS and 

4 Conrail j o i n t - l m e service and how NS s i n g l e - l i n e 

5 service would be better. Can you t e l l me what 

6 factors p r i m a r i l y contributed to that? 

7 A. Interchange delays, the i n t e r e s t i n 

8 supplying equipment at the o r i g i n f o r load on the 

9 north-south basis, o v e r a l l cycle time, i n f l a t e d 

10 cycle times, that increases costs, making r a i l 

11 service less competitive. Probably the f a c t o r 

12 w i t h the single m.ost impact i s inconsistencies 

13 w i t h respect to t r a n s i t time. 

14 Q. And why were there inconsistencies i n 

15 t r a n s i t tim.es? 

16 A. A range of factors, from delays at 

1" interchange, weather-related problems, crews 

18 power a v a i l a b i l i t y , a range of variables that go 

19 i n t o providing r a i l service. 

20 Q. Are these d i f f i c u l t i e s unique t o 

21 Conrail? 

2 2 A. No. 

23 Q. So having ] o i n t - l i n e service w i t h CSX 

24 would run mto some of the same problems? 

25 A. That's a p o s s i b i l i t y . 
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1 Q. A p r o b a b i l i t y ? 

2 A. Not knowing the s p e c i f i c lane or 

3 gateway we're t a l k i n g about or p a r t i c u l a r s , I 

4 would say that i t ' s a p o s s i b i l i t y . 

5 Q. Overall, as a general matter, do you 

6 a n t i c i p a t e encountering these various factors at 

7 some point, d i f f i c u l t i e s w e ' l l c a l l them, m 

8 dealing wi t h CSX? 

9 A. I don't expect those. They may happen, 

10 but I don't expect them. 

11 Q. You spoke of i n f l a t e d cycle times. 

12 What goes mto causing that? 

13 A. Added car days or t r a n s i t time on the 

14 load and an even slower handling of the empty 

15 ret u r n i n g to the load point or to the gateway 

16 back to the load pomt. 

17 Q, Wh'y do those things occur? 

18 A. Those v a r i a b i l i t i e s , those variables 

19 that I m.entioned e a r l i e r w i t h respect to the 

20 interchange delays and other factors. 

21 Q. Your statement r e f e r s to e l i m i n a t i n g 

22 wasted costs of the interchange. What do you 

23 mean by wasted costs of the interchange? 

24 A. Car days, f o r example, where shipments 

25 may be delayed at an interchange point for 24 
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1 hours. A good exam.ple is Hagerstcwn, Maryland, 

2 today, wi t h the interchange between Norfolk 

3 Southern and Conrail. With the new Norfolk 

4 Souther.n operatmg plan, there won't be a 

5 physical interchange at Hagerstown, t r a f f i c flows 

6 through Hagerstown, goes to Harrisburg, and 

7 beyond. 

S Q. So the delay then i s the wasted cost of 

9 interchange; i s that what you mean? 

A. I f you have a choice of interchanging 

11 t r a f f i c or flowing the t r a f f i c through and 

12 keeping i t moving without a physical mterchanae, 

13 you eliminate a step m the process. And there's 

14 a cost attached to that step. 

15 Q. Okay. So then wasted mieans work that 

16 i s necessary i f the car i s interchanged? 

17 A. That's a f a i r a:!sessment. 

18 Q, That would be breaking up f^ams and 

19 making up t r a m s and a l l sorts of yard 

2 0 a c t i v i t i e s ? 

21 A. Yes. 

Q. Are those avoidable i f there i s going 

23 to be an interchange? 

24 A. I t depends upon the volume available, 

25 the r e g u l a r i t y of the business, and the lane 
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1 i t s e l f . For example, i t ' s more highly probable 

2 that a u n i t t r a m operation can avoid that type 

3 of delay as opposed to so-called manifest t r a i n s 

4 that have numerous customers on the t r a i n . 

5 Q. But, i f a un i t t r a i n i s going to be 

6 interchanged, i t ' s s t i l l going to have wasted 

7 costs of interchange; i s that correct? 

8 A. What I was saying i s that i t has a 

9 higher p r o b a b i l i t y of reduced cost at 

10 interchange, crew changes, perhaps power change, 

11 but no physical handling or c l a s s i f i c a t i o n 

12 change', s e t - o f f s , pickups, things l i k e th£t to 

13 so-called t r a d i t i o n a l yard a c t i v i t y . 

14 Q. So less waste but s t i l l a cost which 

15 would be incurred m i.nterchange -which wouldn't 

16 be incurred i n s i n g l e - l i n e service? 

17 A. Unless the interchange point was the 

18 equivalent to a crew change point which would 

19 take place on s i n g l e - l i n e service rcates. 

20 Q. What steps has NS taken which have been 

21 e f f e c t i v e m resolving these problems w i t h 

22 j o m t - l i n e service? 

23 A. The industry through the AAR i s 

24 addressing the concept with some tools and 

25 technology and process control c a l l e d I n t e r l i n e 
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1 and allow f o r improved p r i v a t e equipment 

2 u t i l i z a t i o n ? 

3 A. Would you repeat t h a t , please. 

4 Q. Other than e l i m i n a t i n g delays i n 

5 interchange, are t.here any e f f e c t s from 

6 s u b s t i t u t i n g s i n g l e - l i n e service f o r j o i n t - l i n e 

7 service that you think would r e s u l t from t h i s 

8 transaction and lead to improved p r i v a t e 

9 equipment u t i l i z a t i o n ? 

10 A. With respect to the new routes that 

11 Norfolk Southern v ; i l l have, the eight primary 

12 routings, the new routings i n conjunction w i t h 

13 the Conrail p o r t i o n of the a c q u i s i t i o n , we w i l l 

14 have the c a p a b i l i t y of reducing cycle times 

15 beyond interchange; i n other words, fa s t e r , more 

16 d i r e c t routes which w i l l b enefit p r i v a t e car 

17 owners. 

18 MR. EDWARDS: Could we go o f f the 

19 record f o r a moment. 

20 (Recess.) 

21 MR. REEVES: Back on the record. 

22 BY MR. REEVES: 

23 Q. I hopefully have r e l a t i v e l y few 

24 questions l e f t . 

25 You at one point i n your statement say 
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1 t h a t there are advantages to s i n g l e - c a r r i e r 

2 r e s p o n s i b i l i t y for on-time performance. What are 

3 those advantages? 

4 A. Having one party to hold accountable, 

5 one party to establish the t r a n s i t standards, one 

6 p a r t y t o measure against those t r a n s i t standards, 

7 b a s i c a l l ' / the one-party a c c o u n t a b i l i t y as opposed 

8 t o having two parties to deal with. 

9 Q. Is i t also the case that i t ' s easier 

10 f o r one pa?cy to control i t s own actions than to 

11 have -"-o coordinate with another party so that 

12 they bot.h achieve a single result? 

13 A. I would think generally that's a 

14 correct statement. 

15 Q. Are there economies f o r a r a i l r o a d such 

16 as NS m handling larger volumes of business f o r 

17 a single shipper? 

18 A. That IS a p o s s i b i l i t y . I t ' s d i f f i c u l t 

19 to generalize that without any more parameters 

20 than what -you have phrased. But r a i l service i s 

21 a volume-driven business, a network business. 

22 And I t would c e r t a i n l y be l o g i c a l to say that the 

23 more volume that a given shipper has from an 

24 established set of o r i g i n s going to an 

25 established set of destinations, with r a p i d i t y of 
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6 r a p i d i t y of i t , and t h e volume. 
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1 service afforded by s i n g l e - l i n e service. Please 

2 explain the r e l a t i v e advantages of s i n g l e - l i n e or 

3 i n t e r l i n e or other r a i l service. 

4 A. Somewhat repeating the quotes that you 

5 made, i t does give improved -- for the most part 

6 and m most instances, i t gives you improved 

7 service and e f f i c i e n c y . 

8 Q. Can you elaborate on that, i n what ways 

9 does service and e f f i c i e n c y improve due to 

10 i n t e r l i n e versus single line? 

11 A. Well, you avoid any prolonged 

12 bottlenecks m the interchange of the t r a l l i c . 

13 You also have d i r e c t control over the e n t i r e 

14 movement 'which means that you can increase the 

15 u t i l i z a t i o n and e f f i c i e n c y of your equipment. 

16 Q. In your v e r i f i e d statement, i n the 

17 middle of page 204 or page 10, you discuss the 

18 decline m the l a s t numiber of years i n Norfolk 

19 Southern's rates as well as i t ' s revenue per 

20 ton. 

21 MR. CALDERWOOD: I'm sorry, what page 

22 are you r e f e r r i n g to? 

23 BY MS. T;^ENHAUS: 

24 Q. Page 204. You end that paragraph i n 

25 the middle of page 2 04 by saying that, without a 
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1 i s a benefit to NYSEG? 

2 A. I t would depend on the number of car 

3 sets and factors and o r i g i n s and cy c l i n g . I t ' s 

4 not a simple answer. Act'ually i t could be 

5 physical indicated by modeling i t , but I'm not 

6 aware or I can't answer t.hat. 

7 Q, Would you say that the fact that a l l 

8 four of NYSEG's plants c u r r e n t l y enjoy 

9 s i n g l e - l m e service from a single c a r r i e r i s a 

10 benefit? 

11 A. Yes. 

12 Q. After .NYSEG's plants are s p l i t between 

13 c a r r i e r s , do -you believe that t h i s w i l l cause 

14 i n e f f i c i e n c i e s i.n cycle times? 

15 A. 1 t.hmk any i n e f f i c i e n c i e s t.hat i t ' s 

16 created c e r t a i n l y could be worked on and 

17 mitigated through run-through t r a i n s and other 

18 operatmg agreements between NS and CSX i n order 

19 to honor the contracts that -Âe have j o i n t l y 

2 0 agreed to do. 

21 Q. Are NS and CSX c u r r e n t l y workmg on 

22 issues tc honor those contracts m the sense that 

23 what you ]ust stated was i t w i l l take NS and CSX 

24 working together to honor those contracts? 

25 A. I n our d e f i n i t i v e agreement, we have 
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1 from m u l t i p l e locations to reduce t h e i r 

2 t r a n s p o r t a t i o n costs by combining large segments 

3 of t r a f f i c from various s i t e s and p u t t i n g t.he 

4 combination out fo r competitive b i d as a 

5 package. 

6 Can you explain a l i f l e b i t f-urther 

7 what you mean by that statement? 

8 A. Using volume as leverage i n 

9 nego t i a t i n g . 

10 Q. So would you agree that, i f a u t i l i f / 

11 has the a b i l i t y to use a large volume of coal, 

12 that there would be an incentive to get a lower 

13 price f o r the delivery of that coal? 

14 A. Generally that would be one of t h e i r 

15 leverage points, yes. 

16 Q. So would you agree that, i f NYSEG's 

17 plants are s p l i t post-transaction, that they 

18 would lose the a b i l i t y to get sort of a volume 

19 discount? 

20 A. W e l l , I t depends how they're 

21 dispatching and i f they're operating at 

22 100 percent. I t ' s my understanding that the CSX 

23 plant dispatches f i r s t and the other three 

24 dispatch depending cn need which does not 

25 .necessaril'y m.ean that you can leverage the 
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1 t r a n s i t i o n teams. 

2 Q. In other words, r i g h t now you don't 

3 know exactly how the coal i s going to be shipped? 

4 A. With respect to how i t would be handled 

5 physically, from an operational standpoint, 

6 that's correct. 

7 Q. In any event i t ' s your understanding, 

8 isn't i t , that today the coal i s shipped on a 

9 si n g l e - l m e haul d i r e c t l y to those two plants? 

10 A. I'm aware that that i s a routing 

11 option. I don't know of my personal knowledge 

12 that that i s the routin g option that the custom.er 

13 IS using today. 

14 Q. I t ' s c e r t a i n l y less e f f i c i e n t , i s n ' t 

15 I t , to have a fwo-line haul arrangement as 

16 opposed to a cne-lme t r a n s p o r t a t i o n as i s 

17 currentl-y m place? 

18 A. As a generalization, that would be 

19 tr-ue. I t i s n ' t always true. 

20 Q. Are you aware of the manner i n which 

21 other coal companies are able to or 'will be able 

22 to transport coal to Centerior Energy's plants at 

23 Eastlake and Asntabula a f t e r the transaction? 

24 A. Could you repeat the q-aestion, please. 

25 Q. Let me t r y m.ake i t a l i t t l e clearer. 
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1 A. That's r i g h t . 

2 Q. Are you aware of whether there's been 

3 any agreements reached f o r how CP Draw i s going 

4 to be handled with respect to NS and CSX? 

5 A. I don't know i f any conclusions have 

6 been reached. 

7 Q. Does your plan r e f l e c t delays or other 

8 problems i n negotiating CP Draw as a consequence 

9 of i t being under CSX's con t r o l as opposed to 

10 NS's control? 

11 A. Could you repeat your question. 

12 Q. Yes. Do you make any assumptions i n 

13 your operatmg plan regarding t r a n s i t times and 

14 so f o r t h , do you make any assumptions regarding 

15 any delays at CP Draw as a consequence of i t s 

16 p o s i t i o n as a choke point and the fact that i t 

17 w i l l be co n t r o l l e d by your competitor? 

18 A. Only by im.plication m schedule running 

I 9 times. 

20 Q. But I t i s accounted for? 

21 A. I t i s i m p l i c i t i n the running times on 

22 schedules through Buffalo on the NS miaii. not 

23 studied but i m p l i c i t . 

24 Q. I'm not sure I understand the 

25 di f f e r e n c e . 
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1 p r e s e n t a t i o n s h a v e been c o m p l e t e d m t h i s m a t t e r ? 

2 A . . V o n e t h a t I k n o w o f . 

3 Q. W o u l d a n y b o d y e l s e know i f y o u d o n ' t ? 

4 A . I w o u l d n ' t know i f t h e y w o u l d . 

5 Q. As a p r e l i m i n a r y m a t t e r , l e t me ask you 

6 

7 

1 3 

14 

18 

' Q 

•J 

a f o l l o w up cn something t h a t we d e a l t w i t h ac 

the end of t h e day on t h e 5 t h , and t h a t was t h a t 

6 Mr. Wood was a s k i n g you about some apparent 

9 i n c o n s i s t e n c i t o m t r a f f i c d e n s i t y f i g u r e s on the 

10 Youngstown t o A s h t a b u l a l i n e , where i t appeared 

11 t h a t t r a f f i c nad been d i v e r t e d t o o t h e r r o u t e s 

12 and, n e v e r t h e l e s s , the t r a f f i c l e v e l s i n c r e a s e d 

on t h a t l i n e . Have ou had an o p p o r t u n i t y t o 

look i n t o t h e source of t h e a p p a r e n t c o n f u s i o n on 

15 t h a t ? 

16 A. Yes. I'm not so sure i t was a 

1" • c o n t u s i o n i s s u e . What I am t o l d i s t h a t tne 

e r r a t a f i l i n g -which shows the i n c r e a s e m one of 

t.ne . i n e seam, e n t s I ' c e l ' ^ i ' p '̂ ^--.iry :• — 
--—..-w — An.o 

20 As n t a c u . a oom.es abo-ut as t h e res-u I t o f 

^Z. i n c o r p o r a t i n g an -es t im.a te f o r JSX -".ovem-ents 

22 b e t w e e n Youngs to -wn and A s h t a b u l a . 

And t n e c a c K g r o u n d i s t h a t , wnen t h e 

o n g m a . r i . i . n g was ""ade, we had .no e s t i m . at'=' o" 

.. _ . — _ _ . . c . s , . . ^ — ^ e . .-v.n a z r.er. ~ n 
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company asKed t h a t we p r e p a r e one e r r a t a f i l i n g 

w i t h i n 30 days a f t e r we had s u b m i t t e d o u r f i n a l 

3 work p r o d u c t t o c o r r e c t any e r r o r s t h a t we s?w a t 

4 t h a t t i m e . And a t t h a t t i m e t h e CSX movements 

5 were e s t i m a t e d , and t h a t a c c o u n t s : b e l i e v e f o r 

6 t h e d i f f e r e n c e y o u ' r e a l l u d i n g t o . 

7 Q. Was t h a t s o r t o f t h i n g done w i t h 

8 r e s p e c t t o CSX t r a f f i c on any c t h e r l i n e s t h a t 

9 you r e c a l l : 

10 A. Wherever we had an est i m . a t e f o r CSX a t 

11 t h e t i m e z t t n e f i l i n g , we used i t . i d o n ' t 

12 r e c a l l any othe'r i n s t a n c e s where we may nave 

13 s u b s e q u e n t 1-y i n c l u d e d i t . 

Q- - i n i e o f t h i s p r e p a r a t i o n o f 

15 t h i s e r r a t a was a p p r o x i m a t e l y when? 

1^ A. W e l l , we were askea t c p r e p a r e i t o r 

3̂ '-'- • ' . n p ' i t *. 0 I t roug.nly a wee.-: a f t e r i t -was 

- ̂  t 1 . e d . -Ano e -were ^ o 1 d we a H - .- -
-.^xu we ..aa ^ cays t o come 

- - - P '̂ ' • • '- - -• e o o m m e n d a t 1 0 n s . 

^'^ -° — '"'̂ s ' . l e d a b o u t June 23 as I 

2 1 r e c a l l , i s t n a t t n e d a t e o f f i l m g y o u ' r e 

22 r e f e r r i . n g t o ? 

2 3 A. I w o u l d -lave t o x e l y cn y o u r 

24 r e c c l l e c t i o . n . 

Q- - k a y . But y o u ' r e t a l k i n g a b o u t f i l e d 
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1 w i t h the STE? 

2 A. Yes. 

3 O. 

5 

,6 

And so a p p r o x i m a t e l y f i v e weeks a f t 
er 

4 t h a t , you sa.d seven days a f t e r the f i l m g and 

then y o 'u h. a d a .n c ̂  " e " i • - ,, ̂  
} , j , ..ve or s i x weekc? 

6 A. That's a rough r e c o l l e c t i o n , yes 

7 

5 A. I don't. That w 

Q. Do you know where the t r a f f i o data f o r 

CSX came from t h a t was i n c o r p o r a t e d ? 

was g i v e n t o a member o f 

10 our t r a n s p o r t a t i o n team 

11 

12 data i s cons 

V. .^la you nave any knowledge whether t h a t 

s t e n t w i t n what i s m CSX's 

13 o p e r a t i n g plan? 

A . I don't know. 

^5 Q- Wei., oha 

questioni.na a l i t t l 

t . .-. a V e •/ o u reviewea t .n e CSX 

umps ~.e ahead i n m my 

c u t l e t me go ahead and 

'.at at t n i s - - • - -

A -I 1-

o c e r a t m a cla-- — - - r . - ^ , - . ^ . . , „ 
_ ..-.a.. .... o, r. •j.jxzr. -.'o'ur 

p a r t i o i p a t i m m t n i s oase? 

A. .nave read i t . 

- - aoout I t whicn you 

thinK affects wnat is ^''-c -c: 
- ^ -"S o p e r a t i n g p l a n 

cut wnion nas not ceen accommodated t n r o u g n the 

e r r a t a ? 

A . Not to ~.y K n o -w 1 e d a e . 
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1 Q. Mr. Mayo was I b e l i e v e the r i r s t person 

2 who p a r t i c i p a t e d m q u e s t i o n i n g you on the Sth. 

3 And I b e l i e v e , d u r i n g t h e course of t h a t 

4 q u e s t i o n i n g , you t o l d him t h a t the o p e r a t i o n s of 

5 Delaware i Hudson over c u r r e n t C o n r a i l l i n e s were 

6 c o n s i d e r e d m the o p e r a t i n g p l a n based on 

7 i n f o r m a t i o n from former C o n r a i l emplcyees and 

i n f o r m a t i o n o b t a i n e d from D&H; i s t h a t c o r r e c t ? 

Yes. I t ' s i n s p e c i f i c r e f e r e n c e t o the 

8 

10 

15 

16 

9 A. 

Southern T i e r , but t h a t ' s b a s i c a l l y c o r r e c t 

11 Q- Ana were t r a c k a g e r i g h t s or was t r a f f i c 

12 of o t h e r c a r r i e r s s i m i l a r l y c o n s i d e r e d ? 

Wherever we c o u l d . The problem w i t h 

14 the c o n s i d e r a t i o n of t h e CSX t r a f f i c between 

Youngstown and A s n t a b u l a i s t h a t t h e r e was d u r i n g 

the case p e r i o d none t o c o n s i d e r . And, u n t i l t he 

17 • m f c r m a t i o n was a v a i l a b l e frcm CSX, i t wouldn't 

18 oe p o s s i b l e t o -ake an e s t i m a t e o t h e r tnan from 

19 t . t e i r own p r o c e s s . 

2" I n the oase of the -^outhern T.er, t h e r e 

21 IS t r a f f i o i p e r a t m g on i t . And you oan -.aKe an 

22 e s t i - a t e : f wnat the f o r e i g n o a r r i e r -ovements 

23 -<\/c-u_u ce. 

^- y c u r u n d e r s t a n d i n g t hen t n a t the 

25 JSX t r a f f . o over tne Youngstown t o A s n t a t u . a l m e 
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1 t h a t was added by way c f tne e r r a t a was t r a f f i c 

2 t h a t doesn't move now? 

3 A. I don't t h i n k t h a t ' s a c c u r a t e . My 

u n d e r s t a n d i n g i s t h a t CSX has not m r e c e n t years 

used I t s t r a c k a g e r i g h t s frcm Youngstown t o 

A s h t a b u l a which were a.-.^ociatea w i t h i t s former 

P i t t s b u r g h and Lake E r i e p r o p e r t y . And, w i t h 

• r e s p e c t t o the i n c r e m e n t of t r a f f i c , I would 

presume t h a t t o be somebody's best e s t i m a t e from 

CSX p r o j e c t i o n s of what CSX would do. 

11 Q- o t h e r t h a n CSX and o t h e r t h a n D&H, do 

12 you know wnether t r a f f i c t h a t would be o p e r a t e d 

13 by o t h e r c a r r i e r s cn t r a c k a g e r i g h t s over the n 

14 NS was f a c t o r e d i n t o t h e o p e r a t i n g p l a n ? 

r we c o u l d 

4 

5 

6 

7 

9 

10 

ew 

15 A. We always t r i e d t o whereve 

16 make a r e a s o n a b l e e s t i m a t e 

1 Q • T h e n -.v o u . d : t e your t e s t i m o n y t h a t 

" s 18 e a r l i e r you t o l d -- l b e l i e v e you t o l d Mr. M i l l 

19 

2 0 

t h a t t r a m d e n s i t y f i g u r e s m page 459 m volume 

3B, you were not c e r t a i n i f they mc.uded JSX 

21 t r a f f i o . I s t h a t .-orrect? 

^' ^ - e c a l l the s p e c i f i c l i n k s we 

2 3 were l o o K i n g at at t h a t t i m e . 

Q. '-'exl, u n f o r t u n a 

e i t n e r . Wou.d i t nave ceen Jak I s l a n d 

te y : guess I don't 

d , c e t 'w e e n 
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1 Q. Ana t n a t .3 beca-ise t h a t ' s wnere CSX 

2 w o u l d b e g i n i t s t r a c k a g e r i g h t s o v o r t h e l i n e 

3 t h a t NS p r o p o s e s t o a c q u i r e ? 

4 A. I b e l i e v e " h a t ' s c o r r e c t . 

5 Q. Have you v i s i t e d t h a t a r e a ? 

6 A. I ' v e . b e e n a t R o c n e s t e r , Y o u n g s t o w n , and 

7 Asht a b u l a . 

8 Q. L e t me asK y o u t h e n , w i t h r e s p e c t t o 

9 A s h t a b u l a, have you been t o t h e l o c a t i o n where 

10 t h e ••' 0 u n g s t o w n -c A s h t a b u l a l i n e c r o s s e s t h e NS 

11 l i n e -w h 1 -n t n e o p e r a t i n g p l a n says w o u l d be t h e 

12 r o u t e f o r t r a f f i o t o t h e B u f f a l o a r e a ? 

13 A. Yes, : have been. 

14 Q. I s t h e r e a t t h a t p o i n t a t r a c k 

15 c o n n e c t i cn w n i o n w o u l d a l l o w a n o r t h b o u n d t r a i n 

16 t u move d i r e c t l y f r o m t n e Youngstown t o A s h t a b u l a 

1 7 l i n e i n an -r a c t t o u n d d i r e c t i o n ? 

1 3 A. : t wou.d .oave t o be done as i t 3 been 

1 9 done :n '-r.e c a s t . The c o n n e c t i o n .3 m t n e 

2 0 Sout r.-/ies t j u a a r a n t of t n e Y o u n g s t o w n l i n e . The 

2 1 move .3 - - .. e a 0 ' .0 r 0 u u .1 t .n e . c o n n e c t i o n d i r e c t l y 

22 m t o t n e :.S rtsntacu.a s i d i n g , r u n a r o u n d t n e 

2 3 t r a m , a n a .-. e a a - a s t . 

4- t Q. .-.ow ..ng .s t n a t l i k e l y t o t a k e t o do 

t .0 a t .' 
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1 A. I wou.-d o s t i m a t e 3 3 t o 40 minutes. 

2 Q. I've heard mention of having t o move a 

3 marker from one end of the t r a m t o anoth e r ; i s 

4 t h a t p a r t of t h a t process? 

5 A. 

6 

9 

10 

18 

19 

20 

21 

: t would be, or i t at l e a s t c o u l d be 

Q. Would t h a t be a normal p a r t of t h a t 

7 p r o c e s s , do you know? 

8 A. I t c o u l d be done as w e l l by havi n g 

a n o t h e r EOT device a t the s i t e and having an 

employee p l a c e an a d d i t i o n a l d e v i c e on the o t h e r 

11 end of t h e -rram, i f you w i l l . 

°- '̂ "̂  •'̂ â̂  -ype of mechanism would be 

13 r e q u i r e d t o do t h a t ? 

^* "«^-' end o f t r a i n d e v ice c o u l d be 

15 moved cy t h e t r a m and engine crew w i t h a 

16 l o c o m o t i v e or by an employee w i t h a pi c k u p 

17 t r -J c k . 

Q . And -would •,' o u - ^ • . . . • 
j ^ u ^ . .^ . .K ...at t n a t wnat I ' l l 

term. - o c k e •.- i n a a r c u n • •• a - v a . ^ . u 
-••^ -^ax..; ..hat .3, -moving 

the end of t r a m d e v i c e or moving anotner end of 

t r a m d e v i c e and ~ovmg t h e l o c o m o t i v e from one 22 end of t h e t r a m t o the o t h e r , i s t n a t .omg t o 

23 i n t e r f e r e w i t n o p e r a t i o n s cn t h i 

24 
- m e t h a t ' s 

supposed to na-/o siar-*'-^'---'., • ̂  ^ 
^ / -ncreasea t r a f f i c ? 

5 A. : may or ~ay r o t . The --ove . t s e l 
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1 s a i d e a r l i e r today t n a t AmtraK t r a i n s have 

2 p r i o r i t y on NS l i n e s ? 

3 A. They do. 

Q. And are t h e r e Amtrak t r a i n s t h a t 

5 o p e r a t e t h r o u g n t h i s p a r t i c u l a r area we're 

6 t a l k i n g about? 

7 A. Not t o my knowledge. 

Q. Do scheduled f r e i g h t t r a i n s , cy which I 

-nean a t r a m t n a t nas a p a r t i c u l a r d e p a r t u r e time 

frcm a p a r t i c u l a r p o i n t e v e r y day, nav^ 

11 over u n i t t r a i - -ov(="''P'r-c ,,u;,.-„ 
--d... ,,̂ /e,..en.s w h i c n may ce i r r e g u l a r 

12 i n t.heir occurr'enoe? 

^' "̂ ^̂ '̂  - "Ot, I t depends upon 

14 the commercial and o p e r a t i n g c i r c u m s t a n c e s . 

^' "̂"̂  t h e r e ' s no g e n e r a l r u l e on t n a t ? 

16 A. I wouldn't t h i n k . 

"'^ -3^' -~ some t h i n g s t h a t I 

18 wanted to -over a o c u - — v- ̂  -
- - - - - . . ^ ^ ^ . r e m m n r a i . m t o t h e 

15 NS : p e r a t i n 3 r ; l a n . You c >-e" • - - i c-• .. 

20 M e s s r s . W u l f h c r s t 
^ • .". a 11 c .1 A- e r e o r. :• our 

o p e r a t m a c l a n -•̂ â'-- -s - i a - ^ 
- —.. — a..,. .a - na ^ o o i ; 3 c t ? 

A . T h a t ' .0 r i g h t . 

Q. Ana - nev .re o t n f o r m e r Conrai 

em.cl. ovees ? 

A . T h a t ' 3 r 1 a .h t . 

ALDERSON REPORTING CO.^!PAN^ . INC. 
202)289 2260 ^800. FOR DER'^ 

' ' • - T O N D C . 20005 

165 



1 

400 

C. And you s a i d t h a t Mr. W u l f h c r s t ' 3 p r i o r 

2 e x p e r i e n c e w i t h C o n r a i l had t o do w i t h 

3 i n t e r f a c i n g -with passenger o p e r a t i o n s ? 

4 A. Those were some of h i s d u t i e s , yes. He 

5 a l s o had I.ne o p e r a t i n g e x p e r i e n c e w i t h the 

6 f r e i g h t o p e r a t i o n as w e l l . 

7 Q, And -what about Mr. Hatton? 

8 A. P r i m a r i l y f r e i g h t . At one p o i n t m 

9 t i m e , he -was g e n e r a l m.anager of one or more of 

10 C o n r a i l ' s r e g i o n s . 

^1 Q. Do you Know i f e i t h e r of them nad any 

12 p a r t i c u l a r e x p e r i e n c e w i t h r e s p e c t t o the* area of 

13 the MGA t o As h t a b u l a ? 

1^ A. Mr. W u l f h c r s t a t one tim e was manager 

15 of oustcmer s e r v i c e f c r C o n r a i l and has an 

16 e x t e n s i v e knowledge c f the e n t i r e f r e i g h t 

o p e r a t i o n . 

-S Q. y.o i r e a r f . s p e c i f i c respon s i h i l . f / 

19 t n a t area "nat o -u k n c -w of? 

^° A. : be..2ve at one -rime he was assigned 

21 m tne P i t t s c u r g n area, c u t I don't r e c a . l 

22 wnetner t n a t m c l - d e d d i r e c t respcns 1 b11111es on 

2 3 tne MGA. 

Q- Vou - e n t i o n e d t o Mr. cowd m the 

-5 i e t t e - . c e r s e s s i m . t n a t you nad had d i s c u s s i o n s 
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