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SERVICE DATE - JULY 23, 1998

This decision will be included in the bound volumes
of the STB printed reports at a later date.

SURFACE TRANSPORTATION BOARD g/

/
STB Finance Docket No. 333886 :

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

—CONTROL AND OPERATING LEASES/AGREEMENTS—

CONRAIL INC. AND CONSOLICATED RAIL CORPORATION

Decision No. 89'

Decided: July 20, 1998

The Board approves, with certain conditions: (1) the acquisition of control of
Conrail Inc. and Consolidated Rail Corporation (collectively, Conrail) by (a) CSX
Corporation and CSX Transportation, Inc. (collectively, CSX), and (b) Norfolk
Southern Corporation and Norfolk Southern Railway Company (collectively, NS);
and (2) the division of the assets of Conrail by and berween CSX and NS.

TABLE OF CONTENTS

APPLICANTS
THE CSX/NS/CR TRANSACTION
Control Of Conrail
Division Of Conrail

! This decision covers the STB Finance Docket No. 33388 lead proceeding and the embraced
proceedings listed in Appendix A.

FOR COMPLETE TEXT OF THIS DECISION SEE
LEAD DOCKET DECISION NO. 89
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SERVICE DATE - JULY 23, 1997

SURFACE TRANSPORTATION BOARD
DECISION

STB Finance Docket No. 33388 < X

CSX CORPORATION AND CSX TRANSPORTATION, INC. NORFOLK SOUTHERN
CORPORATION AND NORFOLK SOUTHERN RAILWAY COMPANY--CONTROL AND
OPERATING LEASES/AGREEMENC'IOi;CO%ANmnONNC. AND CONSOLIDATED RAIL

AGENCY: Surmace Transportation Board.

ACTION: Decision No. 12; Notice of Acceptance of Primary Application and Related Filings;
Notice of Related Abandonments Proposed By Applica~r..!

SUMMARY': The Board is accepting for consideration the primary application and related filings
filed June 23, 1997, by CSX Corporation (CSXC), CSX Transportation, Inc. (CSXT), Norfolk
Southern Corporation (NSC), Norfolk Southern Railway Company (NSR), Conrail Inc. (CRR),
and Consolidated Rail Corporation (CRC).” The primary application seeks Board val and
authorization under 49 U.S.C. 11321-25 for: (1) the acquisition by CSX and NS of control of
Conrail; and (2) the division of the assets of Conr1il by and between CSX and NS. The related
filings, which include (among other things) two abandonment petitions and three abandonment
neeices, seek related relief contingent upon approval of the primary application.

DATES: The effective date of this decision is July 23, 1997. Any person who wishes to
participate in this proceeding as a party of record must file, no later than August 7, 1997, a notice
of intent to participate. Descriptions of responsive (including inconsistent) applications, and
petitions for waiver or clarification regarding those applications, must be filed by August 22,

1997. Responsive (including inconsistent) applicaticns, written comments (including comments
of the U.S. Secretary of Transportation and the U.S. Attorney General), protests, requests for
conditions, Mmyoﬂmopposiﬁmevidmuﬂupmmbeﬁledbymwzl, 1997.
For further information respecting dates, see Appendix B.

ADDRESSES: An original and 25 copies of all documents must be sent to the Surface
Transportation Board, Office of the Secretary, Case Control Unit] ATTN.. STB Finance Docket
No. 33388, 1925 K Street, N.W., Washington, DC 20423-0001.

In addition to submitting an original and 25 paper copies of each document filed with the
Board, parties are also requested to submit one electronic copy of each such document. Further

details respecting such electronic submissions are provided beiow.

Furthermore, one copy of each document filed in this proceeding must be sent to
Administrative Law Judge Jacob Leventhal, Federal Energy Regulatory Commission, 888 First
Street, N.E., Suite 11F, Washington, DC 20426 [(202) 219-2538; FAX: (202) 219-3289] and to
each of applicants' representatives: (1) Dennis G. Lyons, Esq., Amold & Porter, 555 12th Street,
N.W, Washington, DC 20004-1202; (2) Richard A. Allen, Esq., Zuckert, Scoutt & er,
L.L.P, Suite 600, 888 Seventeenth Street, N.W., Washington, DC 20006-3939; and (3) Paul A.

' This decision covers: (i) the primary application, which was filed in the STB Finance
Docket No. 33388 lead docket; and (ii) the 39 related filings (1 application, 16 petitions, and 22
notices),-which were filed in the 40 embraced dockets listed in Appendix A (one reisted filing,
;espkecu'ng the proposed abandonment in Edgar and Vermilion Counties, IL, was filed in t-'0

ockets)

? CSXC and CSXT, and their wholly owned subsidiaries, are referred to collectively as
CSX NSC and NSR, and their wholly owned subsidiaries, are referred to coilectively as NS.
CRR and CRC, and their wholly owned subsidiaries, are referred to collectively as Conrail. CSX,

NS, and Conrail are referred to collectively as applicants.

? In order for « document to be considered a formal filing, the Board must receive an
original and 25 copies of the document, which must show that it has been served,
Documents transmitted by facsimile (FAX) will not be considered formal filings and are not
encouraged because they will result in unnecessarily burdensome, duplicative processing in what
we expect to become a voluminous record.
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Cunningham, Esq., Harkins Cunningham, Suite 600. 1300 Nineteenth Street. N.W.. Washington.
DC 20036.

FOR FURTHER INFORMATION CONTACT: Julia M. Farr, (202) 565-1613. [TDD for the
hearing impaired: (202) 565-1695.)

SUPPLEMENTARY INFORMATION: The transaction for whicii approval is sought in the
primary application involves: the purchase by CSX and NS, by and through their subsidiaries. of
all of the stock of CRR; the operation or use of some of Conrail's lines and assets by CSX and
NS separately; and the operation or use of ths remainder of Conrail's lines and assets by CSX and
NS jointly.

THE APPLICANTS. CSX operates approximately 18.504 route miles and 31.961 track
miles of railroad in 20 states east of the Mississippi River and in Ontario. Canada. Of that total.
approximately 1,607 miles are operated under trackage rights while the remaining mileage is
either owned by CSX or operated by CSX under contract or lease. CSX has principal routes to.
and serves, virtually every major metropolitan area east of the Mississippi River, from Chicago.
IL, St. Louis, MO, Memphis, TN 7 4 New Orleans. LA, on the West to Miami, Fl..
Jacksonville, FL, Charleston, SC, . 'rfolk, VA, Washington, D.C., and Philadelphia. PA. on the
East. Other major metropolitan areas served by CSX include Atlanta. GA. Nashville. TN,
Cincinnati, OH, Detroit, M1, Pittsburgh, PA, Baltimore, MD, Charlotte. NC. Birmingham. AL.
and Louisville, KY. CSX interchanges traffic with other railroads at virtually all of the
afor~mentioned locations and at numerous other points on its railroad system.

NS operates approximately 14,282 route miles and 25.236 track miles of railroad in 20
states, primarily in the South and the Midwest, and in Ontario. Canada. Of tha: total,
approximately 1,520 miles are operated under trackage rights while the remaining mileage is
etther owned by NS or operated by NS under contract or lease. NS has routes to. and serves.
virtually every major market in an area that stretches from Kansas City, MO, in the Midwest to
Norfolk, VA, in the East, to Chicago, IL, and Buffalo, N, in the North. and to New Orleans,
LA, and Jacksonville, FL, in the South. These markets include Memphis. Chattanooga and
Knoxville, TN; St. L ouis, MO; Fort Wayne, IN; Detroit, MI: Toledo. Cincinnati, Columbus. and
Cleveland, OH; Louisville and Lexington. KY; Bluefield. WV: Alexandria. Roanoke.
Lynchburg, and Richmond, VA; Winston-Salem. Raleigh. Durham, Charlotte. and Morehead
City, NC; Greenville. Spartanburg, Columbia. and Charleston. SC: Atlanta. Macon. Valdosta.
and Savannah, GA; Bessemer. Birmingham, Montgomery, and Mobile. AL: Des Moines. IA: and
Peoria, Springfield, and Decatur, [L. NS interchanger traffic with other railroads at vinally all
of the locations mentioned above and at numerous other locations on its railroad system.

Conrail operates approximately 10.500 miles of railroad in the Northeast and Midwest,
and its primary network forms an “X" connecting Chicago (via the Chicago Line) and East St.
Louis (via the St. Louis and Indianapolis Lines) in the West, with Boston, MA, New York, NY,
and Northemn New Jersey (via the Chicago Line and other main lines), and with Pittsburgh.
Harrisburg, PA, Philadeiphia, Baltimore, and Washington, DC (via the Pittsburgh Line and other
main lines) in the East. The “hub” of the “X” is located in. and about. Cleveland, OH.

Conrail's Chicago Line extends between Chicago ar  the Albany, NY, area and connects
there (through the Selkirk Branch) with the River Line (serving North Jersey via the west shore
of the Hudson River), the Hudson Line ( through which Conrail reaches New York C ity and Long
Island), and the Boston Line (which extends to Boston and via which Conrail serves New
England). Other important routes contiguous to the Chicago Line include the Detroit Line
(between Detroit and a connection with the Chicago Line at Toledo), the Michigan Line (the
portion between Detroit and Kalamazoo), and the Kalamazoo Secondary and Branch (between
Kalamnazoo, MI, and Elkhart, IN, on the Chicago Line), the Montreal Secondary (between
Syracuse, NY, and Adirondack Junction, Quebec), and the Southern Tier (between Buffalo, NY.
and Croxton, NJ).

Conrail's St. Louis Line extends between East St. Louis, IL. and Indianapolis. IN.
connecting there with the Indianapolis Line which in tum. extends between Indianapolis and the
Cleveland area (connection with the Chicago Line). Conrail's Cincinnati Line (between
Cincinnati and Columbus. OH) and its Columbus Line (between Columbus and Galion, OH. on
the Indianapolis Line) and the Scottslawn Secondary Track (between Columbus and Ridgeway,
OH, on the Indianapoiis Line) all accommodate traffic flows between other parts of the Conrail
system and Cincinnati, Columbus ard/or Conrail points served via the West Virginia Secondary
Track between Columbus and the Kanawha Valley of West Virginia.

‘o
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Conrail's principal interchange points are in Chicago, East St. Louis and Salem. IL. via
Union Pacific Railroad Company (UPRR) trackage rights between Salem and St. Elmo on the St.
Louis Line; Streator, IL; Cincinnati; Hagerstown, MD; and Washington. D.C. Other imporiant
interchange points include Effingham, IL; Fort Wayne, IN; Toledo and Colun:bus. OH: Buffalo
and Niagara Falls, NY; Montreal, Quebec; Rotterdam Junction, NY; and Worcester (including
Barbers), MA.

THE PRCPOSED TRANSACTION. The transaction for which approval is sought in
the primary application involves the joint acquisition of control by CSX and NS of CRR and its
subsidiaries (the Control Transaction), and the division between CSX aid NS of the operation
and use of Conra.il'ls a;sevs (the Division). TThe Control Transaction and the Difvjision aae -
governed principally by an agreement (the Transaction Agreement) dated as of June 10. 1997,
between CSXC, CSXT, NSC, NSR, CRR. CRC. and CRR Holdings LLC (CRR Holdings. a
recently created limited liability company jointly owned by CSXC and NSC). See CSX/NS-25.
Volumes 8B & 8C (the Transaction Agreement, including various schedules and exhibits). The
Control Transaction and the Division are also governed by a letter agreement (the CSX/NS Letter
Agreement) dated as of April 8, 1997, between CSXC and NSC, but only to the extent such
CSX/NS Letter Agreement has not been superseded either by the Transaction Agreement or by
the agreement (the CRR Holdings A, ent) that governs CRR Holdings. See CSX/NS-25.
Volume 8A at 350-99 (the CSX/NS Letter Agreement) and at 400-36 (the CRR Holdings

Agreement).

ACQUISITION OF CONTROL OF CONRAIL. CSX and NS have already acquired
100% of the common stock of CRR in a series of transactions that included a CSX tender offer
that was Consummated on November 20, 1996, a NS tender offer that was consummated on
February 4, 1997, a joint CSX/NS tender offer that was consummated on May 23. 1997. and a
merger that was consummated on June 2, 1997. In the aftermath of this series of transactions:
CRC remains a direct wholly owned subsidiary of CRR; CRR has become a direct wholly owned
subsidiary of Green Acquisition Corp. (Tender Sub); Tender Sub is now a direct wholly owned
subsidiary of CRR Holdings; and CRR Holdings is jointly owned by CSXC and NSC (CSXC
holds a direct 50% voting interest and a 42% equity interest in CRR Holdings: NSC holds a
direct 50% voting interest and a 58% equity interest in CRR Holdings). The merger that was
consummated on June 2, 1997 (the Merger), involved the merger of Green Merger Corp. (Merger
Sub, a direct wholly owned subsidiary of Tender Sub) into CRR. with CRR being the surviving
corporation; and, in connection with the Merger: (i) each remaining outstanding share of CRR
common stock not held by CSX, NS, or their affiliates was converted into the right to receive
$115 in cash, without interest; and (ii) the shares of Merger Sub. all of which were then owned
by Tender Sub, were converted into 100 newly issued shares of CRR. all of which were placed
into a voting trust (the CSX/NS Voting Trust) to prevent CSXC and NSC, and their respective
affiliates, from exercising control of CRC and its carrier subsidiaries pending review by the
Board of the primary application. See CSX/NS-25, Volume 8A at 323-49 (the agreement that
governs the CSX/NS Voting Trust).

At the presert time, the affairs of CRR and CRC are under the control of their
independent boards of directors. The Transaction Agreement provides that, following the
effective date of the Board's approval of the primary application (the Control Date). CRR and
CRC will each be managed by a board of directors consisting of six directors divided into two
classe:, each class having three directors. On each board. CSXC will have the right to designate
three directors and NSC will likewise have the right to designate three dirccrors: and actions that
requ.re the approval of either board will require approval both by a majority of the directors on
that board designated by CSX and by a majority of the directors on that board des:ignated by NS.

DIVISION OF CONRAIL. The Transaction Agreement provides that. if the primary
application is approved, the di* ision of the operation and use of Conrail's assets will be effected
on the Closmg Date, which is defined as the third business day following the date on which
certain conditions precedent (including the effectiveness of a final Board order and. where
necessary, sufficient labor implementing agreements) shall have been satisfied or wa:ved. or such
other date as may be agreed upon. See CSX/NS-18 at 11; CSX/NS-25. Volume 8B at 45. It is
anticipated that, during the period beginning on the Control Date and ending on the Closing
Date, CSX and NS will exercise joint control of Conrail as a separately functioning rail system.

Formation of NYC and PRR. To effect the Division. CRC will form two wholly owned
subsidiaries (referred to collectively as the Subsidiaries): New York Central Lines LLC (NYC)
and Pennsylvania Lines LLC (PRR). CSXC will have exclusive authority to appoint the officers
and directors of NYC; NSC will likewise have exclusive authority to appoint the officers and

o
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directors of PRR; and CRC, as the sole member of the Subsidiaries. will (with certain
exceptions) follow CSXC's and NSC's directions with respect to the management and operation
of NYC and PRR, respectively.

Allocation of Conrail Assets and Liabilities. On the date of the Division. CRC will
assign to NYC and PRR certain of CRC's assets. NYC will be assigned those CRC assets
designated to be operated as part of CSX's rail system (the NYC-Allocated Assets). and PRR will
be assigned those CRC assets designated to be operated as part of NS's rail system (the FRR-
Allocated Assets). These assets will include, among other things, certain lines and facilities
currently operated by CRC, whether owned by CRC or operated by CRC under trackage rights.
Certain additional assets (referred to as the Retained Assets) will continue to be held by CRR and
CRC (or their subsidiaries other than NYC and PRR) and will be operated by them for the
benefit of CSX and NS. In addition, on the date of the Division: the former Conrail line now
owned by NS that runs from Fort Wayne, IN, to Chicago, IL (the Fort Wayne Line), will be
transferred to CRC in a like-kind exchange for CRC's Chicago South/1llinois Lines (the Streator
Line); and CRC will assign the Fort Wayne line to NYC, to be operated together with the other
Conrail lines to be assigned to NYC and used by CSX as part of CSX's rail system.

Assets Allocated to NYC. The NYC-Allocated Assets will include the following primary
routes currently operated by Conrail (routes over which Conrail operates pursuant to irackage
rights are designated “TR"):

(1) NY/NJ Area to Cleveland (New Yoik Central Railroad route), including (a) line
segments from North NJ Terminal to Albany (Selkirk), (b) Albany to Poughkeepsie. NY.
(c) Poughkeepsie to New York City (TR), (d) New York City 10 White Plains (TR). (e) Albany
to Cleveland via Syracuse, Buffalo and Ashtabula, OH, (f) Boston to Albany, (8) Syracuse to
Adirondack Jet., PQ, (h) Adirondack Jct. to Montreal (TR), (i) Woodard, NY, to Oswego. NY, (j)
Syracuse to Hawk, NY, (k) Hawk to Pont of Oswego (TR), (1) Buffalo Terminal to Niagara
Falls/Lockport, (m) Lockport to West Somerset (TR), (n) Syracuse to NYSW/FL connections.
NY, (o) Albany/Boston Line to Massachusetts branch lines, (p) Albany/Bostoa Line to
Mas=achusetts branch lines ("), (q) New York City to Connecticut branch lines (TR),
(r) Connecticut branch lines (1R), (s) Connecticut Branch lines, (t) Churchville. NY. to
Wayneport, NY', (u) Mortimer, NY. to Avon. NY, and (v) Rochester Branch, NY:

(2) Crestline, OH, to Chicago (Pennsylvania Railroad route), including (a) Crestline to
Dunkirk, OH, (b) Dunkirk to Ft. Wayne, IN, (c) Ft. Wayne to Warsaw. IN. (d) Warsaw to
Chicago Terminal (Clarke Jct.), IN, and (e) Adams. IN, to Decatur. IN:

(3) Berea to E. St. Louis, including (a) Cleveland Terminal to Crestline, (b) Crestline to
E. St. Louis via Galion, OH, Ricgeway, OH, Indianapolis, IN, Terre Haute, IN, Effingham, L.
and St. Elmo, I',, (c) Anderson, IN, to Emporia, IN, (d) Columbus to Galion, (e) Terre Haute to
Danville, IL, (f, Danville to Olin. IN, (g) Indianapolis to Rock Island. IN, (h) Indianapolis to
Crawfordsville, (i) Indianapolis to Shelbyville, IN, (j) HN Cabin. IL. to Valley Jet.. IL. (k) St.
Elmo to Salem, IL (TR), (I) Muncie (Walnut Street), IN. 1o New Castle RT. IN (TR). and
(m) New Castle RT, IN;

(4) Columbus to Toledo. including (a) Columbus 1o Toledo via Ridgeway. (b) Toledo
Terminal to Woodville. and (c) Toledo Terminal to Stonyridge. OH:

(5) Bowie to Woodzell, MD, including (a) Bowie 10 Morgantown, and (b) Brandywine to
Chalk Point;

_ (6) NY/NJ 1o Philadelphia (West Trenton Line), including Philadelphia to North NJ

(7) Washington, D.C., to Landover, MD;

- (8) Quakertown Branch, line segment from Philadelphia Terminal to Quakertown. PA
(TR), and

(9) Chicago Area, line segment from Porter. IN. to the westernmost point of Conrail
ownership in Indiana.

Along with these lines, CSXT will operate certain yards and shops, as well as the Conrail
Philadelphia Headquarters and Philadelphia area information technology facilities.
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