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July 14, 2000

Hon. Vernon A. Williams, Secretary

Surface Transportation Board

Office of the Secretary

Case Control Unit,

Attn: STB Finance Docket No. 33388 (Sub-No.91)
1925 K Street, N W

Washington, D.C'. 20423-0001

Dear Sir:

T am enclosing for filing the original and twenty-five (25) copies of the letter of Hon.
John D. Porcari, Secretary of Transportation of the State of Maryland, which presents the State’s
Comments on the progress reports filed by the applicants in this proceeding. 1 am also enclosing
a 3.5 inch diskette with this document.

In addition, T am enclosing one additional copy which 1 ask that you date stamp and return
O our messenger.

Finally. plcase note that my address and phone number have changed. 1 will appreciate
vour changing this information on the service list for this proceeding.

Sincerely,
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Charles A. Spitulnik

Juha Farr, Esquire
Richard A. Allen, Esquire
Dennis G Lyons, Esquire




% Parris N. Glendening
Maryland Department of Transportation Governor

The Secretary's Office Kathleen Kennedy Townsend
Lt. Governor

John D. Porcari

July 14, 2000 Sacrelwy
Beveriey K. Swaim-Staley
Deputy Secretary

The Honorable Vernon A. Williams
Secretary

Surface Transportation Board

Case Control Unit

ATTN: STB Finance Docket No. 33388
1925 K Street NW

Washington DC 20423-0001

Dear Secretary Williams:
Re: Finance Docket No. 33388 (Sub-No. 91)

I commend the efforts of the Surface Transportation Board (STB) to follow up on the
acquisition agreements of CSX Corporation and CSX Transportation (collectively, CSX) and
Norfolk Southern Corporation and Norfolk Southern Railway (collectively, NS) to acquire and
divide the assets of the Consolidated Rail Corporation known as Conrail. The opportunity
presented by Docket No. 33388 (Sub-No. 91) allows the various parties to report progress or
status of the commitments included in the operating plans and any separate agreements between
the applicants and various interested parties as approved by the STB in July, 1998, The actual
implementation date of the transaction was delayed until June 1, 1999 in order for the companies
imvolved to prepare personnel, technology and acihties to assure a smooth transition.
Obviously, the implementation and transition did not go as well as was hoped. Our purpose in
writing today is to respond to your request with the status of impacts on regional passenger rail
service as well as to advise you of the status of commitments made to the State of Maryland
during the course of the STB's review of the transaction.

Impacts on Regional Passenger Rail Service:

The operating plans filed by CSX and Norfolk Southern both clearly stated that the
forecasted changes in business would have no mmpact on passenger rail service in the
Washington DC or Baltimore areas. CSX in particular noted that adequate capacity was
available to accommodate expected growth in freight rail traffic as well as the existing passenger
rail traffic. We recognize the Board's reluctance, as stated in the Decision approving this
transaction (at page 96), to address contractual 1ssues between the various passenger rail systems
and Conrail, CSX or NS. However, the Board also stated it would continue to wionitor rail
passenger service issues for the five year penod. We welcome that oversight and appreciate the
interest of the Board in assuring that passenger needs and the interests of the commuting public
are both given consideration.

My telephone number is 410-865-1000
Toll Free Number 1-888-713-1414 TTY For the Deaf: (410) 865-1342
Post Otfice Box 8755, Baltimore/Washington International Airport, Maryiand 21240-0755
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Maryland has not asked the Board to impose contractual conditions or to affect existing
contractual arrangements. We are now 1n the process of negotizung a new contract with CSX for
use of its tracks for the Maryland commuter rail service known as MARC. The contract in effect
at the time the transaction was approved expired in December, 1999, and we have continued to
operate under mutual agreement since that time. Our goal is to complete negotiations and
execute a new agreement by the end of this summer. These discussions have gone well and we
do expect to sign a new multi-year contract at that time.

We believe it is important for the Board to be advised of the impacts of the transaction on
MARC service to the commuting public. Attached for your review is a table of on-time
performance on Maryland’s three commuter lines since the transaction (see Atte.chment 1). The
Brunswick and Camden lines are owned by CSX and the Penn line is owned by Amtrak. As you
can see from the attached data, a serious decline in on-time performance (OTP) for the Camden
line and, to a somewhat lesser degree, the Brunswick line occurred after the June 1, 1999 date.
Passenger trains were often cancelled. or delayed by several hours as freight traffic was deploved
ahead of scheduled passenger rail service with hittle or no regard on public impacts. As you can
see from the numbers, there has been some recent improvement but on average, OTP is still only
in the low 80 percentiles and not yet near the 90 percent level which is the minimum tolerable
fevel for people who rely on this means of transportation to get to work on time and to return
home in ime to meet commitments to child care providers and others, or the mid to upper 90
percentiles as it was prior to the transaction.  Clearly this impact is not in keeping with the
commitments given by the railroad to Maryland in either the operating plan or the commitment
letters signed with the Governor and included in Maryland’s official filling with the Board (see
Attachment 2). After 12 months of tolerating this poor service, some of our long time Camden
line customers have given up on public transportation, and have returned to commuting by
automobile, thus adding to highway congestion and poor air quality in the nation’s second most
congested metropolitan region.

We have reviewed the railroads’ recent submissions and recognize that even the extra
months of advance preparation before the spht date did not prepare CSX for the traffic increases
along the lines shared with MARC. In those submissions, CSX states that service issues are
primarily capacity related. It is important to note that since the operating plan documents were
filed, MARC service did not increase, on the contrary, MARC has reduced its passenger train
service on the Camden line to accommodate additional freight service. Also, in the operating
plans originally filed with the Board, CSX stated there was no need for additional capacity
improvements as it made such commitments to the then current passenger rail service levels.
Therefore, we are somewhat baffled by the CSX reference to MARC trains as “daily conflicts™ in
their June 1, 2000 report to the STB. Clearly, passenger service has been adversely impacted by
freight rail service increases. Our review of service issues shows that not all delays were
capacity related, and could often be tied to poor dispatching decisions, insufficient space in
treight yards and terminals outside the MARC service area that cause delays and congestion on
the lines MARC uses, or crew availability.
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As you can imagine, our experience with CSX on both the Camden and Brunswick lines
has been extremely frustrating both to the State officials responsit le for operat: vg this service,
and for the passengers who want very badly to be able to rely on it. Flease let me put our
frustration into context. The State signed the last Agreement with C3X in 1997 and agreed to
pay a generous per mile fee to CSX for the privilege of being on its lines, and for its operation
and dispatching of our trains and maintenance of our equipment. We also at that time agreed, in
response to CSX's specific request and despite public opposition, to reduce the frequency of
trains on the Camden line. We paid, and continue to pay, a great deal of money in exchange for
a level of service that CSX agreed to during those negotiations. While it is true that the State
agreed to look at certain other capital projects that would have enhanced the operations
considerably, nothing in our agreement with CSX predicated the continued operation of the
MARC trains in a timely, reliable manner on the completion of those projects. As the charts in
Attachment | demonstrate, CSX was able to accommodate our service and provide not just
respectable but outstanding reliability until June 1999, All of that changed after the transaction
was consummated. The vanables in this equation are the MARC service and the CSX train
frequencies. Nothing about the MARC service changed - except that we were operating fewer
trains than we had been doing one year carlier. What changed? CSX's ability to handle the
volumes of freight that came 1ts way.

We are sharing our frustration with our Maryland Congressional Delegation through
weekly reports of OTP. Clearly, they have been as dissatisfied as their constituents. Over the
past year, with help from elected officials from Maryland and West Virginia, we have worked
closely with CSX to improve this unacceptable situation. We are now working to make certain
concessions and improvements within the framework of our new contract to address many
issues. We are hopeful these adjustments will help. However, we believe it is important that the
Board continue to monitor these significant impacts to assess if “the vasis or a need is presented™
(see page 97 of the Board's Decision No. 89, July 20, 1998) for departing from the Board’s
overall approach of leaving passenger rail and commuter rail issues to negotiation between the
parties. In this regard, we hope the Board will recognize the significance and importance of
quality and timely service to the taxpaying public commuters as well as to shippers and continue
to monitor this situation.

At some point, there may be a time when the protection of the public good requires
intervening conditions. While it 1s true that the State has a contract with CSX and hopes to
complete a new one shortly, is dso true that the Board has the power to impose conditions when
an adverse effect occurs as a result of a Board-approved transaction. The facts demonstrate that
('SX'’s inability to rehably operate the MARC train service clearly falls within
that description, and if necessary, this Board should not hesitate to exercise its statutory powers
for the benefit of the public and consistent with the public interest.
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Status of Other Commitments to the State of Maryland:

Regarding the other representations made to the Board in the filings and in the
Governor’s letters of commitment, Attachment Number 3 lists the various commitments (see
Attachment 2, October 2, 1997 letter to STB from Governor Parris N. Glendening) and their
current status. Our understanding is that the operating plans filed by both railroads were
commitments to achieve proposed service and infrastructure improvements within three years
after the implementation date. The Board would monitor the implementation and transaction
impacts for five years. As you will read in the attachment, many items have not yet been
addressed. However, we are hopeful that work will begin soon and commitments to the State of
Maryland will be implemented as agreed to.

Finally, it should be noted that both ratlroads expressed confidence that this transaction
would take trucks off the interstate highway by providing superior rail service alternatives. It
does not appear that this has been the case to date. In fact, due to severe service problems, it
appears that many shippers are using more trucks than before to assure timely dehivery of goods.
In that same vein, the Port of Baltimore has lost some customers as shippers look for other ports
with better rail service.

Thank you azain for the opportunity to provide comments to the Board and to assist you
in your monttoring function. Please feel free to contact me or my staff with any follow-up
questions or to ask for further information. My staff coordinator for this response, Ms. Missy
Cassidy, Assistant Director for Policy and Governmental Affairs, can be reached at
410-865-1092. Specific questions on MARC commuter rail service can be directed to Ms. Kathy
Waters, Director of MARC Train Service at 410-859-7422 and freight rail 1ssues can be
discussed with Mr. David Ganovski, Director of Maryland Freight Rail Services at
410-757-3831.

Sincerely, 2
P !

ri

¥

,/.(Ohl\ D. Porcan
; Secretary
The Honorable Parnis N. Glendening, Governor of Maryland
Mr. Dave Ganovski, Director, Maryland Freight Rail Services, Mass Transit
Administration
Ms. Kathy Waters, Director, MARC Train Service, Mass Transit Administration







Attachment Number 1

MARC Train Service
Monthly On Time Report
January 1998 Through December 1999

PENN CAMDEN | BRUNSWICK

MONTH (Amtrak) (CSX) (CSX) SYSTEM
January 98 98% 98% 98% 098%
February 98 96% 98% 99% 97%
March 98 96% 97% 99% 97%
April 98 96% 97% 99% 97%
May 98 94% 93% 98% 95%
June 98 93% 88% 86% 90%
July 98 94% 94% 95% 94%
August 98 93% 97% 99% 95%
September 98 98% 38% 95% 95%
October 98 97% 89% 96% 95%
November 98 96% 93% 96% 95%
December 98 95% 91% 95% 94%,
YEAR 98 95% 94% 96% 95%
January 99 94% 90% 83% 91%
February 99 94% Y 95% 94%
March 99 94% 3% 93% 94%
APriI 99 ()—(;"/0 7Y 96% 94%,
May 99 93% 98% 94%
IMPLEMENTATION DATE
June 99 92% 80% 82% 87%
July 99 89% 73% 87% 85%
August 99 91% 77% 84% 86%
September 99 90% 78% 88% 86%
October 99 93% 89% 93% 92%
November 99 92% 87% 91% 90%
December 99 93% 81% 94% 90%
YEAR 99 93% 85% 90% 90%




MARC Train Service
Monthly On Time Report
January 2000 Through December 2001

PENN CAMDEN | BRUNSWICK
MONTH (Amtrak) (CSX) (CSX)

January 00 81% 83% 86%
February 00 92% 84% 92%
March 00 97% 58% 87%
April 00 95% 80% 85%

May 00 90% 80% 94%,

June 00 92% 85% 85%

July 00

August 00
September 00
October 00
November 00
December 00
YEAR 00
January 01
February 01
‘March 01
April 01
£ e e
une 0l
July 01
7Y S et
September 01
October 01
| November 01
December 01

YEAR 01
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MEEDS LLP Attachment Number 2

ATTORNEYS AT Law

15;;‘: :l?;v York Avenue, NW LAURENCE R. LATOURETTE
Washington, DC 20006:37<9 DirecT DiaL. (202) 662-8469
(202) 628-1700

Fax (202) 331-1024

Via Hand Delivery

Octobe: 3, 1997

Honorable Vernon A. Williams
Secretary

Surface Transportation Board
1925 K Street, N.W., Room 700
Washington, D.C. 20423-0001

Re: Finance Docket No. 33388, CSX Corporation und CSX
Transportation, Inc., Norfolk Southern Corporation and
Norfolk Southera Rsilway Company -- Control and Operating
Leases/Agreements -- Conrail Inc. and Consolidated Rail
Corporation

Dear Secretary Williams:

Please find enclosed for filing in the above-referenced proceeding an original and
25 copies of the Comments in Support of the Transaction of the State of Maryland and
the Maryland Department of Transportation (MDOT-2). Also enclosed is a 3.5-inch disk
cont ining the text of the Comments in Word 5.1 format.

Please stamp the extra copy of the foregoing and return it to our messenger.

Respectfully submitted,

%Wq K
Latrence R. Latourette

Enclosures

A PARTNER IN PRESTON GATES ELLIS

ANCHORAGE. AK COEUR 4 ALENE. ID LOS ANGELES, CA PORTLAND, OR SEATTLE. WA SPOKANE. WA TACOMA WA
1907) 2761969 (208) 6671839 (213) 8924700 (503) 2283200 (2061 623-7580 (509) 624-2100 (206) 272.1%00
FAX (907) 2751365 FAX (208)667-347 FAX (21))624.9924 FAX (50)) 248-908% FAX (206)623.7022 FAX (509) 456-0146 FAX (206)272.2913




STATE OF MARYLAND

OFFICE OF THE GOVERNOR

PARRIS N GLENDENING
SCVERNOR

ANNAPOLIS OFFICE

_[,—.5:/5.‘ STATE MOUSE
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‘9\7 [{:L;' 1 : ANNAPOLIS V"f.‘f??ﬁ};&
= WASHINGTON OFFICE

The Honorable Vernon A Williams *57 & | / sas wa;‘g‘o&:’:s—:::Z_"-'E-fv'{

Secret dag, i e ke 63821

Surfac:r%ransponation Board e TOC 1470) 333-3098

Mercury Building i

Suite 700

1925 K Street, NW

Washington DC 20006

RE:  Finance Docket No
33388, CSX Corporation and CSX Transpo. .ation,
Inc., Norfolk Southern Corporation and Norfolk
Southern Railway Company -- Control and
Operating Leases/Agreements -- Conrail, Inc. and
Consolidated Rail Corporation

Dear Mr. Williams

Since last fall when the proposed merger of Conrail was first announced, the State of
Maryland has been in continuous contact with both CSX and Norfolk Southern to ensure that any
transaction that might result from a combination of railroads serving the State would protect the
competitiveness of Maryland shippers and the interests of all Maryland citizens At the outset, we
established five major goals

1 Preserve competition by having at least two Class | carriers serve the State

2. Ensure the continuation of existing service and rail rates (for example, on the Eastern
Shore of Maryland)
Maintain or increase rail employment in the State.
Secure commitments to specific infrastructure improvements necessary to achieve the
purported benefits of the merger
Preserve and enhance commuter rail service

After months of negotiating with CSX and Norfolk Southern, we are pleased to say that the State
has largely achieved these goals and has concluded letter agreements with both carriers that are
attached hereto that ensure the following:
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Enhanced Competition, The State will continue to be served by two Class I railroads that have

substantially more market access to the Eastern and Midwestern United States than the two
railroads currently serving Maryland  Thus, Maryland shippers and the Port of Baltimore will
have access to superior single line service to both existing and new markets and improve their
current ability to ship goods efficiently at competitive rates

Improved Service, At the request of the State, both Norfolk Southern and CSX have committed
to providing enhanced service after the transaction has been completed and these commitments
have been included in the Operating Plans submitted to the STB with the Application. In
particular, ! "orfolk Southern has agreed to provide, among other things: 1) new scheduled
bimodal Triple Crown RoadRailer® service between the Baltimore area and Southeastern and
Midwestern United States over Amtrak's Northeast Corridor ("NEC"), 2) regular intermodal and
conventional freight service between the Baltimore area and the Southeastern and Midwestern
United States, 3) regular high ~ube international and domestic double stack train service
(including 202" double stacks) between the Baltimore area and Chicago, Illinois and other
Midwestern gateways via Perryville, Maryland and Harrisburg, Pennsylvania, 4) regular train
service for the automobile distnbution terminal in the Baltimore area: and S) service to the
Eastern Shore that is at least as equitable and of high quality as is provided today. CSX, in turn,
will streamline interchanges, extend and broaden its routes in order to provide single-line service
between the State and several Northeastern and Midwestern markets that it currently serves only

on an interline basis as well as use its reasonable efforts to 1) avoid significant congestion and late
deliveries with respect to coal shipments originating and terminating in the State, 2) assist in
marketing aggressively coal mined in the State to potential customers that will have single-line
service provided by CSX after STB approval of the Application as well as other potential
customers, and 3) identify and market single-line coal haulage efficiencies to receivers in Southern
Maryland.

Increased Rail Employment; The railroads have indicated in their Operating Plans that there

will, in fact, be an increase in rail jobs in Maryland In particular, CSX has said that it will 1)
maintain the shops and yards at Cumberland, Marvland, 2) continue to base the Cumberland Coal
Business Unit in Cumberland, and 3) keep a Service Lane Headquarters in Baltimore. Norfolk
Southern has said that it will open a new Sales/Marketing office in the Baltimore area and that,
overall, the transaction will result in a net increase in Maryland rail jobs during the three-year
planning horizon of the Operating Plan

Improved Infrastructure. At our request, the railroads have included in their Operating Plans

commitments to make substantial investments in their infrastructure that will directly benefit
Maryland. In particular, Norfolk Southern's Operating Plan provides for them to, among other
things: 1) improve clearances on the NEC to enable Norfolk Southern to provide 202" double
stack intermodal service to and from the Port of Baltimore via Perryville, Maryland and
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Hamsburg, Pennsylvania, 2) construct, reopen or convert an automobile distribution terminal in
the Baltimore area, 3) expand or improve a conventional intermodal facility in Maryland, 4)
construct a new Triple Crown RoadRailer® intermodal terminal in the Baltimore area, and 5)
improve the track connection at Hagerstown, Maryland to facilitate the flow of traffic. CSX's
Operating Plan includes investments benefiting the State of Maryland, including among others: 1)
improvements on the former B&O line between the Port of Baltimore and C hicago, Iliinois that
will result in raising the track capacity west of Cumberland, Maryland to 50 trains per day and the
operating speeds up to 70 miles per hour on most segments, and 2) improvements in the rail
service to the auto distribution terminal in Jessup, Maryland (including, but not limited to
increasing the clearance of the Virginia Avenue Tunnel) to permit service by tri-level auto rack
cars.

Commitment to Commuter Rail Service, Both CSX and Norfolk Southern have assured the

State that each will work with the State of Maryland to maintain (and, with respect to CSX, to
enhance) commuter rail service for Maryland's citizens and honor all operating agreements that
they may now, or in the future, have with the Mass Transit Administration Norfolk Southern has
also agreed to participate in a Northeast Corridor Advisory Team which will include as members,
among others, the MASS TRANSIT ADMINISTRATION Freight Manager and the MARC
Service Director.

While the State has accomplished most of its goals with respect to rail competition,
service, employment, infrastructure and commuter service, there are still some issues of concern
The State will continue to work with CSX and Norfolk Southern to address these issues. which
include assurances that: 1) the Port of Baltimore and Maryland shippers and coal producers will
not be put at a competitive disadvantage as a direct result of the transaction or related conditions
or agreements, and 2) NEC improvements and proposed operations will adequately address
congestion, as well as speed and weight concerns

In addition, the State may have concerns with issues that arise in the course of this
proceeding, thus, it reserves the right to file additional comments on these and other matters The
State appreciates comments from the representatives of both railroads assuring the smooth
integration of Conrail into the two railroads and commitments to assure the rapid delivery of the
full benefits of the transaction It is our expectation and understanding that commitments made by
the rai'roads in their Operating Plans, as approved by the STB, will be subject to future
enforcement via the STB
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After extensive discussions with the affected interests in the State of Maryland and with
the subsequent commitments made by the railroads in the letter agreements we have concluded
that the proposed acquisition and division of Conrail by CSX and Norfolk southern will clearly
benefit the public. Because of these benefits, the State of Maryland supports the transaction and
urges the STB to approve the Application in these proceedings. We look forward to working
with both CSX and Norfolk Southern in forging long-term and mutually beneficial partnerships.

Sincerely,

p \
M M' %
Parnis N. Glendening
Governor
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Mr. David R. Goode

Chairman, President and Chief Executive Officer
Norfolk Southern Corporation

3 Commercial Place

Norfolk VA 23510-2191

Dear Dawvid:

Since last fall when the proposed merger of Conrail was first announced, the State of
Maryland has been engaged in an ongoing and productive dialogue with both CSX and Norfolk
Southern (NS). During these many meetings, a number of issues have been addressed by the
State merger team and representatives of the railroads. 1 commend the team representing NS and

its efforts to work with Maryland We have covered a lot of ground since our first meetings in
November, and [ appreciate the obviously strong desire of both railroads to forge a true long-term
partnership with Maryland

Our team has now had an opportunity to review the sections directly relating to the State of
Maryland of NS' Operating Plan that was part of its application to acquire a portion of Conrail in
Finance Docket No 33388, 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 (the "Control Case") at the
Surface Transportation Board (STB). We believe the Operating Plan addresses the State's major
concerns about the impact that Conrail's restructuring will have on service in Maryland NS has
also agreed to work with us on other issues of concern to the State
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The purpose of this letter is to confirm that NS’ Operating Plan, which will be subject to STB
oversight and supplemental orders, reflects the following, in exchange for which the State of
Maryland will support the Control Case and will submit filings to the STB reflecting that support.

L. Maryland-related Infrastructure and Service Improvements

NS has incorporated in its Operating Plan filed in the Control Case substantial infrastructure
investments that will benefit the State of Maryland, including but not limited to:

Infrastructure Investments

. improved ciearances to enable NS to provide 20'2" double stack intermodal service to or
from the Port of Baltimore via Amtrak's No. heast Corridor (NEC) to Perryville,
Maryland and Harrisburg, Pennsylvania
an automobile distribution terminal in the Baltimore area using reupened facilities, existing
non-rail owned facilities, or new facilities
an expanded and/or improved conventional intermodal facility
construction of a bimodal Triple Crown RoadRailer® terminal in the Baltimore area
improved track connection at Hagerstown to facilitate the flow of traffic

. new scheduled bimodal Triple Crown RoadRailer® service via the NEC to serve the
Baltimore area to or from the western and southeastern United States
regular intermodal and conventional freight service between the Baltimore area and the
southeastern and midwestern United States
regular high cube international and domestic double stack train service (including 202"
double stacks) between the Baltimore area and Chicago and other midwestern gateways
via Harmsburg
regular train service to support the Baltimore-area automobile distribution terminal

Upon the effective date of the STB's approval of the Control Case (STB Approval), NS
intends to institute these infrastructure investments and service improvements as soon as
practicable within the three-year planning horizon of the Operating Plan. NS implementation of
the authority obtained in the Control Case will be subject to STB oversight and supplemental
orders

To help with smooth implementation of the Operating Plan, NS agrees to participate in a
Northeast Corridor Advisory Team, or other such body as it may be structured, and believes that
it is appropriate to include as members on the Advisory Team, among others, the MTA Freight
Manager and the MARC Train Service Director.
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It is also NS' plan to provide equitable, quality Class I rail service on the Delmarva
Peninsula and to promote economic development on the short line railroads serving the Delmarva
Peninsula on an equal basis to NS promotion of such developments on its existing lines

3 ikt de e =

To foster the Port of Baltimore's strategic plan, which has been shared with NS
representatives, NS, upon implementation of its Operating Plan, plans to apply rates to the Port of
Baltimore that reflect the operational cost advantages, on a total cost basis, and efficiencies that
may exist with respect to the rail movement of freight to and from the Port of Baltimore vis-a-vis
the other major East Coast ports To the extent the Port ¢f Baltimore has competitive advantages
in the market place, NS will work with the Port to exploit those advantages as it does with all the
ports NS serves today. Moreover, should the Port of Baltimore be negatively affected by
conditions imposed, or agreements approved, by the STB with respect to the Control Case, NS
will explore with the State of Maryland mutually advantageous options to restore the Port of
Baltimore's relative competitive position.

After STB Approval, NS also will enter into discussions with the Canton Railroad
Company (CTN) and other Maryland short line railroads concerning proposals that would
enhance operations, improve customer service, be beneficial to the railroads involved, and not be
inconsistent with NS' labor agreements or employee relations

3. Preserving Rail Employment

NS will work to increase its business in Maryland as the best assurance of providing rail
employment in the State of Maryland. NS plans to establish a Sales/Marketing office in the
Baltimore area  Overall, the transaction will result in a net increase in Maryland rail jobs during
the three-year planning horizon of the Operating Plan

4. Maryland Commuter Rail Service

NS recognizes the State's interest in passenger service and will work with Maryland
commuter agencies to accommodate current services and honor all operating agreements,
including those with MTA, that NS will inherit after STB approval
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Again, we are pleased with what we have, working wugether, been able to accomplish
While we recognize that all plans are subject to change in light of normal business contingencies,
new information, or unforeseen developments, if the above accurately reflects our understanding,
please sign in the app.opriate place below and return an original copy to me

Sincerely,

/0 \ M- ﬁ : 2 B
Parmis N. Glendening

Governor

Agreed to and Accepted by:

By: Q*Q(L«D—-\R

David R. Goode
Chairman, President and Chief Executive Officer
Norfolk Southern Corporation




STATE OF MARYLAND

OFFICE OF THE GOVERNCR

September 24,

Mr. John W. Snow

Chairman and Chief Executive Officer
CSX Corporation

P.O. Box 85629

Richmond VA 23285-5629

Dear John:

PARRIS N GLENDENING

GOVERNCR

ANNAPOLIS OFFICE
STATE HCOUSE

100 STATE CIRCLE
ANNAPOL S MARYLAND 21401
410) 374.390

WASHINGTON COFFICE

SUITE 311

NORTH CAPITOL STREET N W
WASHINGTON DO C 20001
202) 638-2215

TOD (410) 333-3098

Since last fall when the proposed merger of Conrail was first announced, the State of
Maryland has been engaged in an ongoing and productive dialogue with CSX. During these many
meetings, a number of issues have been addressed by the State merger team and representatives of
the railroad. I commend the team representing CSX and its efforts to work with Maryland. We
have covered a lot of ground since our first meetings in November, and I appreciate the obvious

strong desire of CSX to enhance its 'ong-term partnership with Maryland

Our team has reviewed the sectio.s directly relating to the State of Maryland of CSX's
Operating Plan that was part of its application to acquire a portion of Conrail in Finance Docket
No. 33388, 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 (the "Control Case") at the Surface Transportation Board
(STB). We believe the Operating Plan addresses the State's major concerns about the impact that

Conrail's restructuring will have on rail service in Maryland.

The issue of continued service by two Class I carriers is addressed primanly by CSX's
maintenance of its existing Maryland service and NS' assumption of Conrail's operating authority
north of Hagerstown, on the Northeast Corndor, to the Port of Baltimore, and on the Delmarva
peninsula. CSX is not immediately addressing the issue of double stack access to the Port, but
you will cooperate with the State in the development of a joint feasibility study, which addresses
funding double-stack service to the Port of Baltimore NS, however, has committed to increasing
the clearances on the Northeast Cornidor between Baltimore and Perryville, and then west to
Harrisburg, Pennsylvania to accommodate high-cube double stacked containers on its new east-

west intermodal trains serving the Port of Baltimore over | revious Conrail routes
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With respect to the other issues, CSX has included significant infrastructure investments and
operational improvements in the Gperating Plan it filed with the STB and upon which the Board
will rely in reaching its decision in the Control Case. CSX has also agreed to continue to work
with the State of Maryland and use reasonable efforts to address other issues of concern to the
State.

The purpose of this letter is to commemorate the commitments that CSX has made to the
State of Maryland in exchange for which the State will support CSX's application in the Control
Case and will submit filings to the STB reflecting that support.

The Commitments CSX has made are as follows:
1. Commitment to Make Certain Infrastructure and Service Improvements

CSX has included in its Operating Plan filed with the STB in the Control Case substantial
infrastructure investments that will benefit the State of Maryland including but not limited to: 1) a
$220 million project to increase track capacity on the former B&O main line between the Port of
Baltimore and Chicago, Illinois that wili result in raising the track capacity west of Cumberland,
Maryland to S0 trains per day and the operating speeds up to 70 miles per hour on most
segments, and 2) improvements in the rail service to the Auto distribution facility in Jessup,

Maryland (including, but not limited to increasing the clearance of the Virginia Avenue Tunnel) to
permit service by tri-level auto rack cars

CSX has also included subst: tial service improvements that will benefit the State of
Maryland in its Operating Plan, including, most importantly, streamlining interchanges, extending
and broadening its routes in order to provide single-line service between Maryland and several
major Northeastern and Midwestern markets that it presently serves only on an interline basis

In addition, CSX will use reasonable efforts to: 1) avoid significant congestion and late
deliveries with respect to coal shipments orginating or terminating in the State of Maryland, 2)
assist in marketing aggressively coal mined in the State of Maryland io potential customers that
will have single-line service provided by CSX after STB approval as well as to other portential
customers, and 3) identify and market single-line coal haulage efficiencies to receivers in southerr
Maryland.

CSX additionally confirms that it will use its best efforts to institute its Maryland
infrastructure investments and operational improvemerts as soon as practicable, but in no event
later than the date required by the Operating Plan
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Work with the State of Maryland to Keep it Competitive

To foster the Port of Baltimore's strategic plan, CSX intends to apply rates to and from the
Port that reflect, in general, the operational cost advantages, on a total cost basis, and efficiencies
that may exist with respect to the rail movement of freight to and from the Port of Baltimore To
the extent the Port of Baltimore has competitive advantages in the market place, CSX will work
with the Port to exploit those advantages as it does with all the ports CSX serves today.

CSX will also enter into discussions with the Canton Railroad Company (CTN) and other
Maryland short line railroads concerning proposals that would enhance operations, improve
customer service, be beneficial to the railroads involved and would not be inconsistent with CSX's
existing labor agreements. CSX also will consider minor infrastructure and operating
improvements on its lines to improve CTN's operating efficiency.

3. Efforts to Preserve Rail Employment

CSX's Operating Plan maintains at current levels its number of rail employees working in the
State of Maryland (including former Conrail employees). In particular 1) the shops and yards at
Cumberland, Maryland will remain crucial elements of CSX's coal handling business as well as key
links on CSX's B&O mainline service to the west, 2) Baltimore will continue as one of CSX's

most imortant Service Lane Headquarters, which will be responsible for coordinating not only
local service, but also east-west and noith-south connections for CSX's middle Atlantic tra‘ic,
and 3) Cumberland will continue as the headquarters for the Cumberland Coal Business Unit -- a
group that manages the marketing and operations of the CSX Coal territories of western
Maryland and northern West Virginia It is CSX's desire over time, through the growth of rail
business, to increase rail employment in the State of Maryland even further

4. Cairiers' Commitment to Commuter Rail Service in Maryland

CS < acknowledges that it will continue to work with the State of Maryland to maintain and
enhance commuter rail service fo: the citizens of the State of Maryland and will honor all
operating agreements that it may now have, or in the future, has with MTA. CSX wili cooperate
with the State of Maryland to minimize the level of funding from the State of Maryland required
for construction cf the MARC Frederick Extension, consistent with maintaining capacity for
freight traffic
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Again, we are pleased with what we, working together, have been able to accomplish. CsX
and the State of Maryland acknowledge that unforeseen events may occur during the application
process and its aftermath that could affect the positions of the parties, including their competitive
positions. Both parties recognize their mutual desire to negotiate appropriate changes based on
circumstances which may prevail at that time. It is further recognized that the State may have
concerns with other issues not addressed in this letter, such as issues beyond the jurisdiction of the
STB or with unforeseen developments in these proceedings. The State therefore reserves the
right to file additional comments on these and other matters, with the understanding that such
filings will not be inconsistent with the terms of this letter and will reflect the State's continued
support for the STB's approval of the overall transaction.

If the above accurately reflects our understanding, please sign in the appropriate place below
and return an original copy to me.

Sincerely,

‘é \
Parris N. Glendening

Governor

Agreed to and Accepted by

b

Mgt <
John W. Snow
Chairman and Chief Executive Officer
CSX Corporation




BEFORE THE
SURFACE TRANSPORTATION BOARD

STB Docket No. 33388

CSX CORPORATION AND CSX TRANSPORTATION, INC..
NORFOLK SOUTHERN CORPORATION AND
NORFOLK SOUTHERN RAILWAY COMP,' NY

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

CERTIFICATE OF SERVICE

['hereby certify that on this 3" day of October 1997 the Honorable Jacob
Leventhal, the Applicants and each Party of Record in this proceeding has been served
with copies of the attached Comments in Support of the Transaction submitted by the
State ot Maryland and Maryland Department of Transportation by first-class mail,
postage prepaid.

Respectfully submitted,

WY,

Laurence R. Latourette

Preston Gates Ellis & Rouvelas Meeds LLP
1735 New York Avenue, N.W.

Suite 500

Washington, D.C. 20006

October 3, 1997
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Attachinent Number 3:
July, 2000 Status of Commitments to the State of Maryland by Norfolk
Southern and CSX in Regard to the Acquisition of Conrail as Stated in
Condition #51 of the STB Decision # 89, July 20, 1998

The Surface Transportation Board stated in their July 20, 1998 Decision Document the following
Condition # 51:

“Applicants shall comply with the terms of all Negotiated Agreements developed with
states, local communities, and other entities regarding environmental issues associated with the
Conrail transaction. The following provides the Negotiated Agreements received by the Board to
date:

1. The State of Maryland, dated September 24, 1997.”

The following information is presented as a summary of the components of that agreement
followed by a brief explanation of the current status of each commitment.
Commitments by Norfolk Southern:

1. Maryland Related Infrastructure and Service Improvements:

improved clearances to enable 20" 2™ double stack intermodal service along the NEC
between the Port of Baltimore and Perryville, MD and Harrisburg, PA.

Norfolk Southern (NS) and Amtrak have held several meetings to discuss such
improvements. However, to date, planning and engineering work has not yet begun.

An automobile distribution terminal in the Baltimore area using reopened facilities, existing
non-rail owned facilities or new facilities.

NS has not moved forward on this commitment. They advise customers are being sought.
An expanded and/or improved conventional intermodal facility.

NS has not moved forward on this commitment. A large segment of their existing base
was lost to CSX in December 1999.

Construction of a bimodal Triple Crown RoadRailer terminal in the Baltimore area

NS has not moved forward on this commitment to date.




Improved track connection at Hagerstown to facilitate the flow of traffic
NS has not moved forward citing mere pressing capital needs in year 1.
Maryland Service Improvements:

New scheduled bimodal Triple Crown RoadRailer service via the Northeast Corridor (NEC)
to the serve the Baltimore area.

VS has not yet advanced this commitment.

Regular intermodal and conventional freight service between Baltimore area and the
Southeastern and Midwestern United States.

Intermodal service to Detroit was just announced with the opening and massive
improvements to the Rutherford Yard. Other intermodal service improvements have not

develope .

Regular high cube intermodal and domestic double stack train service between Baltimore are
and Chicago and other midwest areas.

Such service has not been developed.
Regular train service to support the Baltimore automobile distribution terminal

While regular service is in effect, the new Baltimore automobile distribution terminal has
not been established.

NS agreed to participate 10 a Northeast Corridor Advisory Team including representatives
from Maryland commuter rail service and Maryland freight rail service.

Such a team has not been established. However, informal coordination has occurred
between NS, Maryland and Amtrak.

NS planned to provide equitable and quality Class I rail service on the Delmarva Peninsula to
promote economic development on the short line railroads on an equal basis to NS promotion
of such developments on its existing lines.

NS has evaluated and approved some Delmarva Lines for 286,000 pound rail cars. This
is favorable to our short line development and long-term competitive posture.

Work with the State of Maryland to Keep it Competitive:
NS committed to applying rates to the Port of Baltimore that reflect the operational cost

advantages, on a total cost basis that exist with moving freight the Port of Baltimore. NS
committed to working with the Port of exploit those advantages.




NS meets and plans regularly with Port of Baltimore officials on opportunity traffic. In
addition, NS participates in a rail marketing team effort with representatives of MDOT and
economic development offices for the state and local governments.

NS committed to entering into discussion with the Canton Railroad and other Maryland
shortline railroads concerning proposals that would enhance operations, improve customer
service.

NS has held several discussions with the Canton Railroad and is continuing an ongoing
dialogue with other shortline railroads to enhance operations and improve customer
relations. This has been especially true on the eastern shore of Maryland.

Improving Rail Employment:
NS committed to establishing a sales and marketing office in the Baltimore area;

The Baltimore sales office has been opened. However, growth in business has been
slower than expected so resulting increases in Maryland rail employment have not yet
occurred.

Maryland Rail Commuter Service:
NS committed to accommodating current MARC service agreements.

There has been no issue with NS and MARC service directly. However, indirectly, NS
service problems on Amtrak lines have had some impacts on MARC''s on-time performance.

Commitments by CSX:

1. Infrastructure and Service Improvements:
CSX committed to substantial improvements along the former B&O line that would benefit
Maryland as well as improvements to rail service at the auto distribution facility in Jessup,
Maryland. A significant commitment was made to improve clearance in the Virginia Avenue
Tunnel.

These improvements are underway or have been completed.

CSX promised to extend and broaden routes in order to provide single line service between
Maryland and several major Northeastern and Midwestern markets.

CSX has not implemented commitments for intermodal service between Baltimore and
Detroit, Indianapolis, Cleveland, Columbus or St. Louis.




CSX committed to use reasonable efforts to avoid significant congestion and late deliveries
with response to coal shipments originating or terminating in Maryland as well as to assist in
marketing coal mined in Maryland and market single —line coal haulage efficiencies to
receivers in southern Maryland.

CSX has, to the extent we are aware, lived up to these commitments.
Work with Maryland to Keep it Competitive:

CSX indicated it would apply rates for and from the port that reflect, the operational cost
advantages on a total cost basis, as well as to work with the port to exploit those advantages.

CSX has worked with the port to market the advantages of the Port of Baltimore.
CSX committed to enter into discussion with the Canton Railroad Company and other
Maryland shortline companies concerning proposals to enhance operations, iriiprove
customer service. CSX also committed to consider minor infrastructure and operating

improvements on its lines to improve Canton’s operations.

CSX has begun to meet with shortlines in East Baltimore to discuss strategies designed to
improve handling, relieve congestion and lower costs.

Efforts to Preserve Rail Employment

The CSX operating plan committed to maintaining current levels of number of rail
employees in Maryland. Further, CSX indicated that the activities at shops and yard in
Cumberland, the Baltimore Service Lane Headquarters and the Cumberland Coal Business
Unit will continue in their functions.

Since the transaction, CSX has continued employment in all of these areas. The
unplanned growth in train volumes and yard congestion, etc., has actually lead to more train
and engine jobs than expected.

Carriers Commitment to Commuter Rail Service in Marylazd

CSX acknowledged in the Governor’s letter it would continue to work with Maryland to
maintain and enhance commuter rail service consistent with operating agreement now and in
the future. In addition, CSX indicated it would cooperate to minimize the level of funding
from Maryland required for construction of the MARC Frederick Extension, consistent with
maintain capacity for freight traffic.

CSX has worked with the state in implementing the existing operating agreement as well
as in negotiating a new agreement. Since the implementation, service and on-time
performance of commuter rail trains on CSX lines has experienced substantial deterioration.
Commuter rail service clearly has not been enhanced or maintained. Even with reductions in
service by MARC to help CSX accommodate additional freight traffic, on-time performance




has not achieved pre-acquisition levels. CSX and Maryland were able to negotiate costs for
the Frederick service extension. However, a difference of opinion probably exists between
the State and CSX if these costs could be considered “minimized” .




CERTIFICATE OF SERVICE
I hereby certify that I have this day caused to be served a copy of the foregoing letter of
Hon. John D. Porcari, Secretary of Transportation of the State of Maryland. which presents the
State’s Comments on the progress reports filed by the applicants in this proceeding, to be served
by hand delivery upon: Dennis G. Lyons. Esquire, Arnold & Porter. 555 12" Street. N.W...
Washington, D.C. 20004-1202: and Richard A. Allen. Esquire, Zuckert, Scoutt & Rasenberger,
LLP. 888 17" Street. N.W.. Washington. D.C. 20006-3939,

Dated this 14" day of July, 2000.
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Charles A. Spitulnik
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VIA HAND DELIVERY

BRUSSELS

part o
public record

Mr. Vernon A. Williams, Secretary
Surface Transportation Board

1925 K Street, N.W., 7th Floor
Washington, DC 20423

Re: Finance DocHet 33388 (Sub-No. 01 ) (Overst
(SX Corpordtionane ‘9 X Transportation, Inc., ctal.

Dear Secretary Williams:

Enclosed for filing in the above-referenced proceeding are the original and 25 copies of
"Response of Indianapolis Power & Light Company 10 "First Submission By Applicants CSX
Corporation and CSX'1 ransportation, Inc.' and "First General Oversight Report of Norfolk
Southern Corporation and Norfolk Southern Railway Company." The Response 1s submitted n
Highly Confidential and Public Versions both of which are being served on the named counsel
below, for partics interested 1n Indianapolis-related matters.

Through an oversight, the undersigned did 1ot ask 1o be put on the Board's service listan
this proceeding even though we participated extensit 'y in Finance Docket No. 33388 and made
a filing herein on May 1. 2000 for IPL which led to Decision No. 2. Wew ould appreciate being
added to the official service list, and hereby request that all parties of record serve us with
their su’ missions.




Mr. Vernon A. Williams, Secretary
July 14, 2000

Page 2

Also enclosed are two diskettes containing each version of the Response in WordPerfect
format. Please date stamp and return the enclosed three additional copies via our courier.

Enclosures

cc (w/encels.): Dennis Lyons, Esq.
Ricaard Allen, Esq.
Karl Morell, Esq.
Michael Harmonis, Esq.

Respectfully submitted,

Mcadasd - MafBuide__

Michael F. McBride
Bruce W. Neely

ttorneys for Indianapolis Power

&1 Aght Company
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RESPONSE OF INDIANAPOLIS POWER & LIGHT COMPANY TO
"FIRST SUBMISSION BY APPLICANTS CSX CORPORATION
AND CSX TRANSPORTATION, INC." AND

"FIRST GENERAL OVERSIGHT REPORT OF NORFOLK SOUTHERN

CORPORATION AND NORFOLK SOUTHERN RAILWAY COMPANY"

Indianapolis Power & Light Company ("IPL") hereby comments on the "First Submission
by Applicants CSX Corporation and CSX Transportation, Inc." and "First General Oversight
Report of Norfolk Southern Corporation and Norfolk Southern Railway Company,” both filed
herein on June 1, 2000. IPL will show that Decision No. 89 of the Board in the Conrail
proceeding, Finance Docket No. 33388 (hereinafter "Decision No. 89"), at 116-17, 177, has not
created the "efficient and competitive remedy" that the Board intended. Decision No. 96 at 14-15
in Conrail (hereina Qer "Decision No. 96"). Accordingly, IPL hereby seeks modification of the
Board's prior orders in Conrail to produce such a remedy

Background

The Board found that Indianapolis wouid be the most heavily impacted of any
metropolitan area in the Conrail transaction(Decision No. 89 at 93, ¢iting CSX/NS-18, Vol. 1,
V.S. of McClellan at 46) , with 67 out 84 "2 to 1" shippers located there.'

The Board also found, correctly, that IPL enjoyed vigorous competition at its Stout Plant,

from Conrail (in conjunction with Indiana Southern Railroad) Company ("Indiana Southern")’

' CSX and NS asserted that it was 66 out of 83 (CSX/NS-19, Vol. 2A. V.S. of Hart at
147), but they neglected to inc. «de IPL's E. W. Stout Plant, which the Board ultimately found to
bea "2 to 1" facility. Id. at 116-17. CSX now concedes the point. See CSN Briei 2t 38 n.28 in
Erie-Niagara Rail Steering Comm. v. STB, No. 98-4285(L)(2nd Cir.) and consohidated cases
(pending). CSX and NS treated IPL's Perry K Plant as a "2 to 1" point. CSX/NS-15, Vol. 8C at
525. Tronically, the Board provided IPL with no remedy at Perry K except te the extent that IPL
could use its remedy at Stout and truck coal to Perry K. Decision No. 89 at 117

’Indianz Southern bought its Line to Indianapolis, the Petersburg Branch, from Conrail.




vis-a-vis The Indiana Rail Road ("INRD"), a subsidiary of CSX. Decision No. 89 at 116-17;
Decision No. 96 at 14. Because CSX acquired Conrail's tracks in Indianapolis, IPL lost rail-to-
rail competition. Simply put, CSX obviously would not compete with its 89-percent owned
subsidiary, INRD.

Accordingly, the Board ordered that NS be given access to IPL's Stout Plant. Decision
No. 89 at 177. The Board modified its Decision somewhat in Decision No. 96 (at 35). In
Decision No. 115, after being presented with evidence that NS could not compete, the Board said
that NS could make Indiana Southern its agent to serve the Stout Plant directly. However, after
CSX sought reconsideration of Decision No. 115, the Board clarified that Indiana Southern
would not be allowed at this time to serve as NS's agent, dismissing IPL's concerns as
"speculation.” Decision No. 125. IPL's pending petition for review followed Decision No. 125.

Finally, in Decision No. 2 in this proceeding, the Board ordered CSX and NS to produce
their treckage rights agreement(s) for the Stout Plant to IPL.

Preliminary Statement and Summary

Now that IPL has had access to the two trackage rights ~“greements entered into by NS
and CSX. on the one hand, and NS and INRD, on the other hand, it 1s Qisturbed to leam -- for the
first ime -- that the trackage nghts fee over the tracks of The Indiana Rail Road Company

("INRD") 1s not 29 cents per car mile, as CSX told the Second Circuit in its Brief in the

proceedings to review various Decisions in Conrail in No. 98-4285, et al. (at 28 n.28)"; but see

Technically, CSX in its Brief only represented what the fee in the NS/CSX agreement
(applicable to CSX's tracks) would be, but neither IPL nor the Board knew that these were two
agreements or that they contained different fees. Both the Board and IPL concluded the briefing
in the Second Circuit on the assumpt<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>