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BEFORE THE UNITED STATES
SURFACE TRANSPORTATION BOARD

CSX CORPORATION AND CSX )
TRANSPORTATION, INC., NORFOLK )
SOUTHERN CORPORATION AND
NORFOLK SOUTHERN RAILWAY
COMPANY -- CONTROL AND

)

) Finance No. 33388 (Sub- No. 91)

)
OPERATING LEASES/AGREEMENTS )

)

)

(General Oversight)

CONRAIL INC.AND CONSOLIDATED
RAIL CORPORATION

Supplemental Subiaission by the Commonwealth of Pennsylvania Acting by and
Through its Department of Community and Economic Development
The Pennsylvania Department of Community and Economic Development ("DCED"), by
and through the undersigned counsel, and further to its appearance at the hearing on May 3, 2004 in

this matter, is pleased to supplement the record of this case with the following information:

1. Correspondence between DCED and CSX regarding certain of the commitments

undertaken by C'SX in connection with the Conrail transaction, and

' 3 Further informai‘on relating to (a) the Board's question whether continued oversight
is necessary and (b) the US Depa.L.aent of Transportation's suggestion that the Board conduct a
proceeding to undertake some type of "final resolution” of the remaining issues regarding the

commitments of NS and €'SX.

I. Recent Correspondence Between CSX and the Commonwealth of Pennsylvania

At the May 3, 2004 hearing, the undersigned was approached by counsel for CSX, who

suggested submitting to the Board the attached correspondence -- a letter from CSX to DCED

dated. We agree with CSX that these letters will assist the Board in understanding CSX's progress

to date in meeting the commitments it made to Pennsylvania in the letter agreement dated October

21, 1997 attached as Exhibit B to its comments submitted April 26, 2004. These December 22,




2003 and March 10, 2004 letters are attached as Exhibits A aad B hereto respectively and

incorporated by reference heren.

As a further supplement to this correspondence, and to put this correspondence in context,

we have prepared a table showing CSX's commitments under its October 21, 1997 letter agreement

and the progress to date in meeting them. Numerical hes lings correspond to those in the October

21, 1997 letter.

CSX Commitments in 10/2/97 letter

CSX Performance

1A. $10 mm investment in Kvaerner Philadelphia

Shipyard

mil investment in land acquisition, tacility
construction in Philadelphia and throughout

Commonwealth over five years

“1B In cooperz ion with DCED and Philadelphia, $5

Completed

1""As described in Exhibits A and B hereto, CSX will

be deemed to have fully performed its obligation
under this paragraph upon completion of a complex
land sale transaction under an agreement between
CSX and the Philadelphia Regional Port Authority
(“PRPA"). This agreement provides for the sale or
lease to PRPA at prices based on appraisals of
several parcels of land owned either by CSX or
Conrail. However, as of the current date. this
transaction has not closed, due to breaches of the
agreement by CSX. Among other things, the
agreement required CSX to deliver to PRPA an
appraisal for the properties in question by January
15, 2003, and further required CSX “to cooperate
with PRPA and use commercially reasonable efforts
to support the acquisition or lease of the Conrail
Parcels.” CSX did not del.ver the required
appraisals until March 2004. More fundamentally,
Conrail has refused to act in accordance with the
agreement in several respects and CSX, although
equal partners with Norfolk Southe.in in the
ownership and control of Conrail, has failed to




e e e T | demand that Conrail comply with the Agreement.
In addition, in 2001-02, CSX refused to fund its
share of a $300,000 clearance upgrade to Conraii’s |
Bustieton Branch needed to serve a frozen food

industrial park, Philadelphia, PA. C.SX has actually
funded only $40,500 in costs under this paragraph.

|

|

! ‘

E | distributor and other occupants of the Willits Road
|

1

{

|

-

1C In cooperation with DCED and Philadelphia, Funded a total of $550,000 of such costs;
establish new economic development incentive refused to fund at least $2.2 mm of eligible
program to encourage rail-oriented economic | costs after initially making verbal
development by assisting potential customers with | commitment to such funding. Failed to
land acquisition, facility construction, installation of | respond on timely basis to other funding
sidings, etc.; $2 mm per year for five years. requests.

1D Establish marketing agreement for
Philadelphia between CSX and Philadelphia

17 No formal agreement entered into, however, joint
l marketing efforts have gone forward
|
8

- 1E Execute agreement for developmentot | Completed; CSX developed intermodal facility at

|
|
intermodal facility at Greenwich. | Greenwich
1
J

'2A Philadelphia will remain headquarters of Conrail, | Conrail is currently seeking proposals from
Conrail to have 350 jobs in shared assets area | governments outside Pennsylvania for economic
development assistance in connection with the

| possible relocation of its headquarters; Conrail
currently has 33 jobs.
2B CSX to have 185 jobs in Philadelphia area " Substantially ret; 167 jobs
|
'2C CSX anticipates establishing regional office in No such office established.
Philadelphia to include governmental relations, |
industrial development, sales and operations
m :
3 Facilities investment: $15 million in intermodal; | Obligations fully met.
:$4 million in Eastwick track connection; 1
|

$3 million at Belmont siding




As noted at the hearing, CSX has made better progress than Norfolk Southern in meeting
the commitments in its October 1997 letter agreement, but substantial commitments remain

uncompleted.

II.  Further Information Regarding the Need for Oversight

As the undersigned explained to the Board at the hearing, the type of economic
development projects that are coordinated and supported by the DCED, and as to which NS and
CSX pledged assistance, typically involve the need to assemble financing from a variety of sources
in a limited time frame. If financing cannot be assembled during that time, the project will not

come to fruition.

Repeatedly over the past five years, NS and/or CSX have been approached to provide such
assistance during the window of time in which such financing will make a difference to the project.
In numerous cases, NS and CSX have either refused to provide financing in amounts that would
have any raterial effect on the overall project, failed to respond to DCED’s request to provide a
commitment within the necessary time frame, or most egregiously, committed verbally to provide

the financing and then failed to follow up on their commitments.

By way of illustration only, we can cite the following examples:

U.S Gypsum Beaver County Project. DCED, through the Governor’s Action Team,
reached a verbal agreement with CSX to participate but when the final numbers were put
together the railroad greatly reduced their participation, which required the Commonwealth
to assume the balanc  of funding for the rail portion of this project in the amount of

$2,200,208 to avoid losing this $100 mil project.

Willits Road Industrial Park/Conrail Bustleton Branch Project. Beginning in 2001, the
Philadelphia Industrial Development Corporation requested Norfolk Southern and CSX to

share the cost of a $900,000 clearance upgrade project to the Conrail Bustieton Branch,

within the shared assets area. This clearance upgrade was urgently needed to permit food




processing and distribution tenants in the PIDC Will'ts Road Industrial Park to receive
modern cryogenically cooled oversize boxcars. Citing the failure of the tenants to generate
sufficient existing rail business, neither Norfolk Southern nor CSX was willing to pay any

portion of the cost of the upgrade.

The Board could best provide assistance by requiring, as suggested in DECD's oral
presentaiion at the May 3 hearing, that NS and CSX provide quarterly reports concerning their
progress in meeting the commitments contained in their October 1997 letter agreements with
Pennsylvania. DCED would be pleased to submit reports on the same schedule. DCED believes
that if it appeared that the Board were paying close attention, there would likely be significantly

greater progress towards meeting the railroads' commitments.

With due respect to the undoubtedly well-intentioned suggestion of the US Department of
Transportation that the Board could terminate its oversight after having an adjudication in the
immediate fiture to determine precisely how NS and CSX should meet their obligations going
forward, we do not believe that such an adjudication could substitute for further oversight by the
Board.

Economic development projects arise intermittently and irregularly on schedules
determined by the needs of the underlying businesses involved in these projects and entirely
beyond the control of DCED. For the railroads’ cominitments to be meaningful, it is essential that
that their general commitments be translated into approval of specific project expenditures during
the limited period when DCED is able to bring a specific project to fruition in Pennsylvania. The
board has already ordered the railroads to comply with their representations, which they made in

substantial detail in their October 21, 1997 letters.

We note that Norfolk Southern's and CSX's commitments did not contain any time

limitation. It is certainly not to Norfolk Southern's or CSX's disadvantage to pay their obligations

in 2004 or 2005 or 2006 dollars rather than in 1997 dollars. But DCED does fully expect that

Norfolk Southern and CSX will eventually meet their commitments fully. DCED respectfully




urges the Board to continue oversight of their compliance until such compliance is complete or

until the parties have resolved this issue through a negotiated settlement.
Respectfully submitted this 20" day of May 2004

DEPARTMENT OF COMMUNITY AND
ECONOMIL "ELOPMENT

OFFICE OF CHIEF COUNSEL

400 North Street, Fourth Floor

Harrisburg, PA 17120

(717) 783-8452

FAX (717) 772-3103

By: /s/ JOHN M. WHITLOCK
John M. Whitlock
Deputy Chief Counsel
PA. Bar. 1.D. No. 35961




EXHIBIT A



2 Narth Charles Street, 11'* Floor
Baltimore, Maryland 21201
(410) 613-6156

FAX: (410) 613-6151
Kevin_Hurley@CSX.com

D. Kevin Hurley
Assistant Vice President

December 22, 2003

Mr. David Yeager

Director —Governor’s Action Team
100 Pine Street, Suite 100
Harrisburg, PA 17101

Dear Mz, M

This will respond to your recent request for an update on commitments made by CSX to the State
of Pennsylvania and City of Philadelphia in correspondence dated October 21,1997 from then
Chairman, John Snow.

The letter addressed several areas and, for consistency sake, I will follow the same format.

A. CSX has provided $10 million in investment to supplement the public effort to attract Kvaerner
ASA to the Philadelphia Navy Yard.

B. CSX has committed to invest a minimum of $1 million per year over five years for rail served
economic development programs. To date, the following expenditure has been made with the
approval of the State:

PIDC: $40, 000 for upgrade and maintenance of PIDC trackage in its Northeast Philadelphia
Industrial Park.

It is the balance of this fund that is requested be 2pplied as credit to certain railroad land
purchases in South Philadelphia by the Philadelphia Regional Port Authority. The credits would be
applied only to land owned by CSX or Conrail and if these transactions are consummated, the
committed funds would be exhausted.

C. CSX committed to establish a customer incentive program making $2 million available for each
year for five years for lar 1 acquisition, facility construction and installation of rail sidings in
exchange for contractual obligations for certain levels of rail business. The following funds have
been expended under this program:

U. S. Gypsum: $349,254 for the construction of two yard tracks in the CSX Aliquippa
Yard to support industry.
U. S. Gypsum: $200,538 for the installation of two sidetrack turnouts to serve the plant.

The U. S. Gypsum expenditure was instrumental in locating this industry in Western Pennsylvania
with $140 million in new investment and 250 new jobs.




D. CSX and the City of Philadelphia through the Philadelphia Industrial Development Authority
have developed a joint marketing plan, a copy of which is attached.

E. CSX and the Delaware River Port Authority have entered into a lease agreement providing for
DRPA'’s Intermodal termina! on CSX property in Greenwich Yard.

F. The Commonwealth and CSX were successful in receiving federal funds for clearance
improvements on the West Trenton line from Philadelphia to the New Jersey border.

Jobs
After the merger of Conrail into CSX and Norfolk Southern Railway, the remaining Conrail
operations remained headquartered in Philadelphia. CSX did establish a new regionl office

presence in Philadelphia with law department, corporate communications and facilities
management personnel.

Capital Expenditures

The new Intermodal facility at Greenwich Yard was constructed and is in operation at an
estimated cost of $20 million.

The track connection at Eastwick Interlocking was completed.

The proposed siding known as Belmont Siding was constructed.
Passenger Rail

CSX and Conrail continue to work with SEPTA to ensure on-time passenger and freight
operations. The SEPTA Trackage Rights Agreement was extended on a renewable basis.

Civic and Charitable Giving

All of Conrail’s pre-merger philanthropic commitments were met and CSX and Conrail continue
to be active members of the communities in Pennsylvania in which they locate.

1 enjoyed meeting you today and hope that this information gives you a better understanding of
CSX’s commitment to Pennsylvania and the City of Philadelphia.

Sincerely,

A G
D. Kevin Hurley




EXHIBIT B



COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF COMMUNITY AND EcoNoMic DEVELOPMENT
HarrISBURG, PA 17120

OFFICE OF SECRETARY

March 10, 2004

Mr. D. Kevin Hurley
Assistant Vice Presidert
CSX Real Property

Two North Charles Street
11" Floor

Baltimore, MD 21201

RE: Letter Agreement between the Commonwealth of Pennsylvania, City of
Philadelphia and CSX Corporation dated October 21, 1997

Dear Mr. Hurley:

I am writing in responsc to your request that the Commonwealth of Pennsylvania, in

partnership with CSX Corporation, accept the funding of the remaining balance of the Economic
Development Fund as described in the above referenced agreement.

Accordingly, we understand based on your correspondence to David Yeager dated October
29, 2003 and December 22, 2003 that CSX would like to apply the remaining balance of funds in
the amount of $4,960,000 toward the acquisition of iand purchases in South Philadelphia by the
Philadelphia Regional Port Authority. This amount would be applied only to land owned by CSX
or Conrail and if these transactions are consummated, the committed funds by CSX would be iully
funded. Therefore, 1 accept this expenditure under the terms of our letter agreement.

Sincerely, e

_) ///’/‘
., L,
é.,(aw?! oA ///ﬁ"’w/%

Dennis Yablonsky
Secretary

Cc: David Yeager
Terry Newburger
Brian Ross
James T. McDermott, Jr.
Brian Preski
Roy Kienitz




BEFORE THE
SURFACE TRANSPORTATION BOARD

CSX CORPORATION AND CSX
TRANSPORTATION, INC.. NORFOLK
SOUTHERN CORPORATION AND
NORFOLK SOUTHERN RAILWAY ) Finance No. 33388 (Sub- No. 91)
COMPANY -- CONTROL AND OPERATING ) (General Oversight)
LEASES/AGREEMENTS -- CONRAIL INC. )

AND CONSOLIDATION RAIL CORPORATION

)
)
)

CERTIFICATE OF SERVICE

This is to certify that on the 20th day of May, 2004, the undersigned causcd the
Supplemental Submission of the Commontvealth of Pennsylvania Acting by and Through its
Department of Community and Economic Development to be served on the parties in the
above-captioned proceeding, by electronic mail on those parties tor whom a valid electronic
mail address is listed in the service list for this matter, and by United States Mail, first class
postage pre-paid, on the remaining parties:

Richard A. Allen

et et Qo b B aconiharon Tp
David Peter Alas ::;k:rl' ?wutt ;\\‘R-lhkllzt{ttr 1 LI
P.O. Box 283 . 'lA ;:):)nlunll Street
Millburn, NJ 07041 S

Washington, DC 20006-3309

raallen@zsrlaw.com

American Short Line and Regional
Railroad Assoc.

General Counsel

50 F. Street, N.W. - Suite 7020
Washington, DC' 20004

Bob Bailey

Port Jersey Railroad Company
203 Port Jersey Blvd.

Jersey City, NJ 07305

: (. Jonathan Benner
Michael J. Barron, Jr. Troiish s Bui bl 4 5 2
CN Railroad : oy

)1 9™ Stree Suite 1000
LTS 3. ASMNG Axate QLhin\v:’ﬁf l[)}:lW:zo?)‘(l)l-:L ’ll(u(
Homewood, I1. 60430 — SR

michael.barron@cn.ca




Martin W. Bercovici
Keller and Heckman LLP
1001 G StNW

Suite 500 West
Washington, DC 20001

Jim Bruno

Madison International Sales Company

101 Merritt 7
Norwalk, CT 06851

James Daley

County of Union New Department of
Economic Development
Elizabethtown Plaza

Elizabeth, NJ 07207

Paul M. Donovan

Laroe Winn Moerman & Donovan
4135 Parkglen Court NW
Washington, DC 20007
paul.donovan2i@verizon.net

Kelvin J. Dowd

AEP Texas North Company
1224 Seventeenth Street NW
Washington, DC 20036-3003
kjd@sloverandloftus.com

Edward Dufty

2600 Centre Square West
1500 Market Street
Philadelphia, PA 19102-2126
infol@pide-pa.org

Jonathan M. Broder
Consolhidated Rail Corporation
2001 Market Street
Philadelphia, PA 19103-7044

Thomas A. Collard

Southern Railroad of New Jersey
P.O. Box 122

\\"i“inghnr(), NJ 08046

Nicholas J. DiMichael

Thompson Hine LLP

1920 N. Street, N.W ., Suite 800
Washington, DC' 20036
Nick.diMichael@ thompsonhine.com

Christopher A. Dow
Slover & Loftus

1224 17" Street N W
Washington, DC 20036-3003
kjd@sloverandloftus.com

Kenneth B. Driver

Jones Day Reavis & Pogue
51 Louisiana Avenue NW
Washington, DC 20001-2113
Kbdriver@jonesday.com

['homas F. Erickson, Ir.
P.O. Box 235

Wallingford, PA 190806
tom.cricksoni@railcents.com




Gordon R. Fuller

Morristown & Erie Railway Inc.
49 Abbett Avenue

Morristown, NJ 07960
morristown.erie@worldnet.att.net

Michael P. Harmonis
Department of Justice
325 Seventh Street, NW
Washington, DC 20530

Thomas W. Herlihy

US Dept. of Transportation
400 Seventh St. SW
Washington, DC 20590

Richard F. Horvath

City of Cleveland

601 Lakeside Avenue — Room 106
Cleveland, OH 44114

Larry Jenkins

Lyondell Chemical Company

1221 McKinney Street - Suite 14-215
Houston, TX 77010

Steven J. Kalish

McCarthy Sweeney & Harkaway P.C.
2175 K. Street, N.W_, Suite 600
Washington, DC 20037

Martin D. Gelfand
14400 Detroit Avenue
Lakewood, OH 44107

John D. Heffner

John D. Heffner, PLLC

1920 N Street, N.W., Suite 800
Washington, DC 20036
jheffner@verizon.net

Eric M. Hocky

Gollatz Griffin & Ewing P.C.

Four Penn Center

1600 John F. Kennedy Blvd - Suite 200
Philadelphia, PA 19103-2806s
emhocky@ggelaw.com

John Hummer

North Jersey Transportation
Planning Authority

One Newark Center - 17" Floor
Newark, NJ 07102

Fritz R. Kahn

Fritz R. Kahn PC

1920 N. Street NW - 8" Floor
Washington, DC 20036-1601
xiccge@worldnet.att.net

Michael H. Klein
Mars Industries Inc.
3100 Lonyo Avenue
Detroit, MI 48209




Rosalind A. Knapp

U.S. Department of Transportation
400 Seventh Siiecet, S.W.

Room 4102 C-30

Washington, DC 20590

Timothy C. Lapp
16231 Wausau Avenue
South Holland, IL. 60473

Thomas J. Litwiler

Fletcher & Sippel LLC

29 North Wacker Drive, Suite 920
Chicago, IL 60606-2875
tlitwiler@fletcher-sippel.com

Gordon P. MacDougall
1025 Connecticut Ave NW — Suite 410
Washington, DC 20036

John K. Maser Il

Thompson Hine & Flory LLP
1920 N Street NW Ste 800
Washington, DC 20036-1601

Michael F. McBride

Leboeuf Lamb Greene & MacRae

1875 Connecticut Avenue NW Ste 1200
Washington, DC 20009-5728
michael.mcbride@llem.com

Paul H. Lamboley

1701 Pennsylvania Avenue, NW
Suite 300

Washington, DC 20006

Jack Lettiere

State of New Jersey
Department of Transportation
P.O. Box 601

Trenton, NJ 08625-0601

C. Michael Loftus

Slover & Loftus

1224 Seventeenth Street NW
Washington, DC 20036-3003
cml{@sloverandloftus.com

Bruno Maestri

Norfolk Southern Corporation
1500 K Street NW - Suite 375
Washington, DC 20005
bmaestri@nscorp.com

Theodore Mathews

State of New Jersey DOT
P.O. Box 600

Trenton, NJ 08625

Thomas F. McFarland
208 South LaSalle St.
Suite 1890

Chicago, IL. 60604-1112
mcfarland@aol.com




Craig S. Miller

1300 East Ninth Street
Suite 900

Cleveland, OH 44114-1583

Jeffrey O. Moreno

Thompson Hine LLP

1920 N Street, NW, Suite 800
Washington, DC 20036
jeff.moreno@thompsonhine.com

William A. Mullins

Baker & Miller PLLC

240! Pennsylvania Ave.
NW-Suite 300

Washington, DC 20037
wmullins@bakerandmilier.com

Keith GG. O’Brien

Rea Cross & Auchincloss
1707 L Street, N.W., Suite 570
Washington, DC 20036
rclaw(@starpower.net

Peter S. Palmer
One Newark Center
17" Floor

Newark, NJ 07102

Kenneth R. Pramik

840 Gessner Suite 1400
Houston, TX 77025
kenncthpramik@cemexusa.com

Karl Morell

Ball Janik LLP

1455 F Street NW Suite 225
Washington, DC 20005
kmorell@dc.bjlip.com

Kathleen M. Mulligan

Com Products International Inc.
Five Westbrook Corporate Center
West Chester, IL. 60154

Theodore J. Narozanick
One Newark Center
17" Floor

Newark, NJ 07102

I'homas M. Pastore
Guardian Industries Corp
2300 Harmon Road
Auburn Hills, Ml 48326

J T Reed

United Transportation Union
11363 San Jose Blvd Bldg #105
Jacksonville, FL. 32223




David Reid

Novolog Bucks County Inc.
1 Sinter Road

Fairless Hills, PA 19030
david.reidi@novologusa.com

Edward J. Rodriquez
P O Box 687
Old Lyme, CT 06371

Harold A. Ross

General Counsel

Brotherhood of Locomotive Engineers
1370 Ontario Street, Suite 1548
Cleveland, OH 44113-1740

Donald S. Shanis

Delaware Valley Regional Planning Comm.

The Bourse Bldg
111 S. Independence Mall East
Philadelphia, PA 19106-2515

Kevin M. Sheys

Kirkpatrick & Lockhart LLP
1800 Massachusetts Avenue NW
2" Floor

Washington, DC 20036-1800
ksheys@kl.com

Richard G. Slattery

Amtrak

60 Massachusetts Avenue N E
Washington, DC 20002

Robert Roach Jr.

International Association of Machinists
and Aerospace Workeis

900 Machinists Place

Upper Marlboro, MD 2¢772-2687

Robert D. Rosenberg

Slover & Loftus

1224 Seventeenth Street NW
Washington, DC 20036-3003
dmj@sloverandloftus.com

Constance A. Sadler

Sidley Austin Brown & Wood LLP
1501 K Street NW

Washington, DC 20005
csadlzr@sidley.com

Arthur B. Shenefelt
Amtrak-For-Profit

1200 New Rodgers Road
Bristol, PA 19007

Mark H. Sidman

Weiner Brodsky Sidman & Kider P C
1300 19" Street NW

5" Floor

Washinaton, DC 20036-1609

Charles A. Spitulnik

MclLeod Watkinson & Miller

One Massachusetts Avenue NW Suite 800
Washington, DC 20001-1401
cspitulnik@mwmlaw.com




Mary Gabrielle Sprague

Arnold & Porter

555 Twelfth Street NW - Ste 940
Washington, DC 20004-1206
Mary_Gay_Sprague(@aporter.com

Adrian L. Steel, Jr.

Mayer, Brown, Rowe & Maw, LLP
1909 K Street, N.W.

Washington, DC 20006-1101
asteel@mayerbrownrowe.com

Vincent P. Szeligo

Wick Streiff Meyer O'Boyle & Szeligo PC

1450 Two Chatham Center
Pittsburgh, PA 15219-3427
vszeligo@wsmoslaw.com

Myles L. Tobin

Fletcher & Sippel LLC

29 North Wacker Drive, Suite 920
Chicago, IL 60606-2875
mtobin@fletcher-sippel.com

Kirk K. Van Tine

General Counsel

U.S. Dept. of Transportation
400 Seventh Street, S.W.
Washington, DC 20590

Hugh H. Welsh

The Port Authority of New York and
New Jersey

One Madison Avenue 7" Floor

New York, NY 106010

Edward T. Sprock
Daimler Chrysler

800 Chrysler Drive
Aubum Hills, M1 48326

Paui C. Thompson

United Transportation Union
14600 Detroit Avenue
Cleveland, OH 44107-4250

Christopher Tully
Transportation Communications
International Union

3 Research Place

Rockville, MD 20850

Rose-Michele Weinryb

Weiner Brodsky Sidman & Kider PC
1300 19" Street NW 5" Floor
Washington, DC 20036-1609

Western Sugar Cooperative
7555 East Hampden Avenue
Suite 600

Denver, CO 80231




William W. Whitehurst Jr.

W.W. Whitehurst & Assuciates, Inc.
12421 Happy Hollow Road
Cockeysille, MD 21030-1711

William R. Wright
34 Beech Street
Cranford, NJ 07016-1747

Scott M. Zimmerman

Zuckert Scoutt & Rasenberger LLP
888 Seventeenth Street NW Suite 700
Washington, DC 20006-3309
smzimmerman@zsriaw.com

Walter E. Zullig Jr.

Metro-North Commuter Railroad Company
347 Madison Ave

New York, NY 10017-3706

Eugene R. Bailey
1 Hausel Road
Wilmington, DE 19801-5852

J. Robert Bray
600 World Trade Center
Norfolk, VA 23510-1679

Frederic L. Wood

Thompson Hine LLP

1920 N Street N.W. - Suite 800
Washington, DC 20036-1600
rick.woo@thompsonhine.com

Edward Wytkind

Executive Director
Transportation Trades Department
AFL-CIO

888 16" Street NW Suite 650
Washington, DC 20006

David F. Zoll

Chemical Manufacturers Association
Commonwealth Tower

1300 Wilson Blvd

Arlington, VA 22209

Donald W. Alexander
Savage Services Corporation
1566 Medical Drive

Suite 102

Pottstown, PA 19464

Jason A. Blinkoff
452 York Street
Elizabeth, NJ 07201

Peter A. Gilbertson
Regional RRS of America
122 C ST NW, Ste. 850
Washington, DC 20001




James McCaffrey

1800 Washington Road
Consol Plaza

Pittsburgh, PA 15241-1421

Christopher A. Mills

Slover & Loftus

1224 Seventeenth Street, N.W.
Washington, DC 20036-3003
cam(@sloverandloftus.com

Thomas A. Schick

American Chemistry Council
1300 Wilson Boulevard
Arlington, VA 22209

William Sippel
Fletcher & Sippel

29 North Wacker Drive, Ste. 920
Chicago, IL. 60606-2875
wsippel@fletcher-sippel.com

William A. Strawn, 11
47849 Paper Mill Road
Coshocton, OH 43812

Paul Larrabee
P.O. Box 257
Brownville Jet, ME 04415

Date: May 20, 2004

Shaun M. McCaffrey
3801 Old Greenwood Road
Fort Smith, AR 72903

Michael B. Scanlan

PPL Coal Supply LLC

Two North Ninth Street GENPL7
Allentown, PA 18101

John Schlosser

Kinder Morgan Liquids Terminals LLC
One Terminai Road

Carteret, NJ 07008

Paul Samuel Smith

U.S. Department of Transportation
400 Seventh Street

S.W. Room 4102 C-30
Washington, DC 20590

Joanne Casey

International Association of North America
7501 Greenway Center Drive

Suite 720

Greenbelt, MD 20770-6705
iana@intermodal.org

/s/John M. Whitlock
John M. Whitlock, Esquire
Attorney No. 35961
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ATTORNEYS AT LAW
WILLIAX L.SLOVER 1224 SEVENTEENTH STREET, N. W.

C. MICHAEL LOFTUS WASHINGTON, D. C. 20036-3003

DONALD G. AVERY

JOHN H. LE SEUR (::;;E::,?:‘ib
KELVIN J. DOWD

ROBERT D. ROSENBERG N FAX:
CHRISTOPHER A. MILLS ) (202) 347-93619
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ANDREW ) . KCLESAR III May 3,2004 WRITER'S E-MAIL:

-
PETER A. PFOHL = cam@sloverandloftus.com
DANIEL M. JAFFE ;

KAREN HASSELL HERREN
KENDRA A. ERICSON

BY HAND DELIVER
e i CNTERED
The Honorable Vernon A. Williams € of p’°°°°dfng¢
Secretary MY ’
Surface Transportation Board - Case Control Unit 03 2004
1925 K Street, N.W. Part

: 3 ublic of
Washington, D. C. 20423 Recory

Re:  Finance Docket No. 33388 (Sub-No. 91)
CSX Corporation and CSX Transportation, Inc., No-folk Southern
Corporation and Norfolk Southern Railway Company, et al. -
Control and Operating Lcases/Agreements — Conrail Inc., et al.

Dear Secretary Williams:

Enclosed for filing in the above matter are ten additional copies of the two
handouts referenced by Gary, Indiana Mayor Scott King during his oral presentation on
behalf of the Four City Consortium at this morning’s Conrail Oversight hearing. These
handouts include:

A letter from CSX dated April 28, 2004, concerning CSX’s continued
cooperation with the Four City Consortium after the end of the formal
Conrail oversight period; and

A schematic showing the principal rail lines in the Four Cities area,
including the Four Cities’ proposed Alternative Freight Corridor
between Willow Creek, IN and State Line Tower (Hammond) via
Tolleston, Ivanhoe and Gibson, IN.




Hon. Vernon L. Williams
May 3. 2004
Page 2

Please date-stamp the enclosed extra copy of this letter and return it to our
messenger. Thank you for your attention to this matter.

Sinccrcl_\.%%
Chrjtopher A. Mills

Attorney for the Four City Consortium

CAM:dmb
Enclosures

Dennis G. Lyons, Esq.

Armold & Porter

555 Twelfth Street, N.W.
Washington, D.C. 20004-1202
(Counsel for CSX)

Richard A. Allen, Esq.

Zuckert, Scoutt & Rasenberger, L.L.P.
888 Seventeenth Street, N.W., Suite 600
Washington, D.C. 20006-3939
(Counsel for NS)
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Peter J. Shucdtz
Vire Prasident-Fedeal Reguiation and

CORPORATION Washington Counsel
Suite 560. National Place

1331 Pennsyiania Avenue, NW

Washington, OC 20004

Phone ({202) 626-4929

Fax (202) 783-5090

Cell (804) 347-6492

Peter_Shudtz@csx.com

April 28, 2004

J. Justin Murphy, Chief of Staff
Four City Consortium
6949 Kennedy Avenue, Suite E
Hammond, IN 46323

Re:  Surface Transportation Board Conrail Proceeding
Dear Mr. Murphy:

I thank you for your letter of April 21, 2004 concerning the scheduled termination
of the Surface Transportation Board’s five-year oversight pcriod for the Conrail
Transaction. CSX believes that the Conrail Transaction has benefited the four citie . of
East Chicago, Gary, Hammond and Whiting, Indiana, and we are very pleased that you
cencur with that assessment.

In connection with the Conrail Transaction, CSX made a substantial capital
investment within the Chicago terminal area, including the Four Cities, to facilitate the
smooth and expeditious movement of freight rail traffic. This investment has
accomplished this goal, and has also reduced blockage of the many rail/highway grade
crossings in the Four Cities area. In addition, pursuant to our October 26, 1998 and
January 3, 2001 Settlement Agreements, CSX made additional investments in the Four
Cities area 10 upgrade highway/rail at-grade crossing signal warning systcms at specified
important crossings. committed funds for other safety improvements, contribnted to the
Railroad Avenv~ grade separation project, and implemented a number of operational
improvements that have further reduced grade crossing blockage and improved safety in
the Four Cities area. Moreover, CSX represcntatives have met and consulted with
representatives of the Four Citics on a regular basis regarding rail operations, real
property and economic development issues, and a proposed major infrastructure project
(the reconstruction of the elevated IHB/Conrail Dunes Park Branch).

We look forward to continuing our meetings and discussions, which have been
productive for many years without the need for any intervention by the Board. With the
passage of time, onr reporting and meetings may have become less formal, but they have
been no less beneficial. Even with the end of formal oversight, we will continue to meet
with the Four Cities to discuss matters affecting our rail operations and facilities in your
area. Continuing cooperation will serve the interests of both CSX and the Four Cities.

Wk TATAI OACE mPmMm




APR 28784 17:55 FR CSX GOUERNMENT RELTNS B2 783 2¢@3 TO 8121984434a0 P.a2-92

Peter J. Shudtz
Vice President-Fec eral Reguiation and
wasingron Counse:

Sulte 560, National Piace

1331 Pennsyivonia Avenue, NW
Washington. DC 20n04

Phore (202) 626-4929

Fax (202) 783-592¢9

Cell (804) 347-6497
Potor_Shudtz@cax.com

We will contact you shortly to discuss how we can best work together during the
next several yeurs,

We appreciate your efforts over the last seven years as Chief of Staff, and the
cfforts of representatives of cach of the Four Cities, to ensure that the Conrail Transaction
benefited the citizens of northwest Indiana while providing the basis for a sound ra:l
transportation network in the castern United States.

With best regards.

Sincerely,

Lo A"

Vice President-Regulatory Affairs and
Washington Counsel

W TATA BACE MnANn aa
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I'hank you Mr. Chairman. 1 am delighted to be here this morning to share with you the
CSX view on the Conrail transaction and the oversight period that is now drawing to a

close.

My testimony this morning won't read like one of those old O. Henry short stories -
always in doubt, right up to the surprise ending. | will tell you right at the outset today

the three points that make up my message:

We believe .he Conrail transaction to be a success... We believe the Board’s 5-year
oversight period that followed the transaction has achieved its objectives; and that we are
now at a time when additional oversight is unnecessary — and the ordinary authority of

the STB is more than sufficient to ensure that the public good continues to be served.

Our success is a credit to the Board — both for your oversight role and for your role in the
development of the Safety Integration Plan. And, it’s a credit to my colleagues on the

CSX team, and at Conrail and NS as well — who, despite our otherwise fierce competitive




relationship, made sure this transaction was a success {or all concerned, especially rail

customers and the American consumer.

From the outset, we saw the Conrail Transaction as a tremendous strategic opportunity.

The challenge was to achieve something that had never been done before — divide a Class

I railroad, intcgrate it effectively and create a competitively balanced eastern railroad

system. | believe that working with the STB, and with NS, we have risen to the challenge.
When you look at what has been achieved over the past five years — on behalf of our
customers, short line partners, employees, and the public -- as well as our own long-term
growth — and then compare it to the objectives, it is clear the Transaction has been a

SUCCeSS.

We set out to extend market reach into the northeast and ‘ithin the Midwest, growing

traffic and replacing exclusivity with competition.

We set out to provide vustomers with two balanced rail competitors in the East.

We set out to improve efficiency.

We set out to make significant capital investments to improve the infrastructure.




e We set out to shift traffic from other modes to our railroad, easing the burden on U.S.
highways. with all the benefits that entails for the environment and transportation

safety.

By any one of those measures, the transaction was a positive — by all of those measures.

taken together, a success that strengthens transportation in the United States.

Without question, this Transaction has done what we said it would do: It has brought
balanced rail competition to the major markets of the Mid-Atlantic and Northeast -- areas

formerly served solely by Conrail.

Mr. Chairman, CSX also takes enormous pride that we executed this complex transaction
safely — the most in:portant task faced by any railrcad. That was something that was
drilled into me from my first day on the Chessie System 27 years ago, and it is

fundamental at CSX today.

In the rail business, you can’t talk about service without taking about safety. Good
operations are safe operations — period. 1 believe we set the pattern on Split Date - a
direct result of more than a year of intense planning and preparation. | managed the
integration effort for CSXT, and it was a major challenge. We had trains on new routes,

and crews on new territories. We had to face overnight changeovers in information

systems with tremendous potential for error. All of this had to be accomplished in the

unforgiving railroad environment. We came through the split safely. That achievement




speaks not just to the commitment of our managers, but also to the dedication of our
crews, dispatchers, yardmasters, and indeed all of the 34.000 employees of CSX. And, it

demonstrates the extraordinary level of cooperation between Norfolk Southern and CSX.

Mr. Chairman. you know me — I always tell it like it is. The fact is, after two years of

hard-won improvements in 2001 and 2002, our safety record slipped in 2003. There are

no excuses for this. Just as we have with our operational changes, we have put renewed
accountability on our managers to restore the safety levels we have achieved before, and
set our sights on taking home the Harriman Award — the rail industry’s award for the

nation’s safest railroad.

What | want to do for the next few minutes is take a deeper look at the five objectives |
outlined and describe how the Transaction has worked to the overall benefit of all

stakeholders.

Opening New Markets

First, Mr. Chairman, is the goal of opening new markets. It was strategically vital for
CSX to extend its market reach into the Northeast. The largest consumer market in the
country, and the largest port on the east coast, was just out of reach. We knew we had to

be theie. The Conrail acquisition gave us the opportunity.




Our ability to compete in northeastern murkets — and our enhanced capacity in the

Midwest — has been pivotal to an important element in our competitive strategy:

Increased modal conversions — moving iraffic from trucks and barges over to rail.

Mr. Chairman, you've heard a lot about truck-to-rail conversions, but we're wining
business from water carriers too. Here's a quick snapshot of the kinds of moves we’ve

been able to make since the Conrail transaction:

With USX in the first quarter, we moved more than 1,200 cars of coking coal
frora Bessemer, PA to Gary, Indiana. This movement displaced four 25,000-ton
vessels.

Working with General Mills, we are moving an anticipated 1500 carloads of

wheat from two Great Lakes locations to Buffalo, displacing 20 barges a year.

On the truck side of modal conversions, intermodal traffic will continue to be our biggest
growth market for the foreseeable future. As more goods are produced overseas and
shipped to the United States in containers, CSX Intermodal is in an excellent position to
move them. For CSX, intermodal traffic is up 11% since the Transaction was completed.
This is the result of strong increases in east-west traffic and the infrastructure investments
w > made to ensure our physical plant could provide the capacity necessary to meet new

customer demand.




As an example, we invested $2.3 million last year to expand our Bedford Park Intermodal
Terminal to address increasing customer demand and operating constraints.

(n addition, to complement our B&O capacity project, which I will discuss later. we
constructed the 59ch Street Intermodal Terminal in C hicago, to meet the market growtk: of

the Conrail transaction.

In addition to growing our business through modal shifts, CSXT is reaching new markeis

with new services.

Take the new market we’re making as we move municipal solid waste — from the
Northeast, which is home to the greatest concentration of consumption in the country, to
underutilized landfills in the southern U.S. This is a market that didn’t exist for us four
years ago. Now, building on the economies and efficiency of rail — it’s grown to $120

million last year, a new record.

There’s also TRANSFLO, our integrated provider of logistics management, distribution

services, and bulk transloading. We have a TRANSFLO terminal within 50 miles of

every major metropolitan city on our 23-state system. By enabling customers to reach

buyers who don’t have rail sidings, TRANSFLO has enabled us to grow our market

position in the northeast.

Another example is ExpressLane, a CSXT/UP service that moves perishable goods

quickly across the country in temperature-controlled boxcars that preserve fruits,




vegetables, and other time-sensitive products — and get them to their intended markets

while consumers still have plenty of time to enjoy them.

We’re proud of this kind of innovation. And we recognize that the STB’s Conrail

decision helped make its success possible.

Balanced Rail Competition in the East

The second objective of the Transaction that I mentioned, Mr. Chairman, was to bring
balanced rail competition to the East. This has yielded significant benefits, according to
many who feel the impact every day — including port authorities such as the Port

Authority of New York and New Jersey, and NIT League members and shippers.

When you look at the competitive service the East now enjoys, it’s important to keep in
mind that it benefits the region as a whole, not just those areas that see direct rail-to-rail
competition. If a major retailer, for example, is looking to locate a warehouse in the

region, the fact that it has two Class I railroads competing to provide service widens the

options. This is exactly what balanced competition in the East means.

I think all of us involved recognized from the outset that the Transaction would present

unique challenges. As you know, Mr. Chairman, we spent a great deal of time in Trenton

last month talking about operations in the Shared Asset Areas — a true success story, as

two fierce competitors have proven that they can work together. Three carriers operating




in the Shared Asset Areas - on infrastructure designed for only one -- is an example of

the difficulties we faced — and how successfully we have followed through.

Mr. Chairman, we’ve seen the operating cooperation in the Shared Asset Areas replicated
in other areas on our system. Consider the rail service for shippers in the Monongahela
Coal Area. Christopher Marsh of Consol Energy is he. : today, and | know he will be
speaking about our success there. As you know, Conrail’s former Monongahela Railroad
properties were conveyed to Norfolk Scuthern, but CSX paid to have full and equal
access to the mines served on the line. Obviously, this presented challenging operational
issues — two operators sharing what is mostly single-track railroad, with relatively few
passing sidings. In addition, it is often complicated to load at a mine, and MGA lines are

often blocked.

The solution? CSXT agreed to an operating arrangement under which NS conducts all
operations on the line, using CSXT locomotives to position our coal cars for our
customers. It was not an easy decision — giving our competitor sole control over service
to a number of our customers. Ultimately, this required trust in our competitor, the

NS...bui the success of this operation demonstrates that that trust was well founded.

Increased Efficiency

Mr. Chairman, we have pursued another of our goals — increased efficiency - in several

ways.




First and foremost, consider the benefits afforded many shippers through new, single-line
service. By eliminating interchange between CSXT and Conrail, we reduced costs and
reduced transit times...and the development of more direct routes resulted in increased
commercial opportunities for shippers. In addition, our expanded network and
development of more direct routes have made CSX competitive with trucks in the

intermodal business, TRANSFLO, waste products, produce, and many other markets.

We've also improved car handling — reducing handlings between CSXT and CN, BN,
and UP between 5 and 12 per cent -- due to Gateway Optimization, largely made possible
by the Conrail Transaction. The increased volumes help us move more “run-through”
trains, without interchanges that add an average 24-hour delay. We’ve also been able to
expand our “pre-blocking” capability -- where blocks of cars can be handed off between
carriers as single units. Our customers have benefited by reduced handling damage,
improved transit times, and the introduction of new competitive products made possible

by improved utilization of assets.

Infrastructure Investments

Another of our objectives was to make significant capital investments in infrastructure.

We proposed about 50 capital projects in our Transaction Application -- and we’ve

completed alinost all of them, from the construction and upgrading of mainline tracks,

connection tracks, and sidings; to the installation of new signaling systems, control

systems and the expansion and upgrade of many yards and intermodal facilities.




Overall, we have invested almost $800 million to integrate the Conrail assets into the
CSXT system. That includes our B&O double track project: CSXT’s $220 million
dollar centerpiece capital project to fully exploit the opportunitie of acquiring our share
of Conrail. This new double-track rail superhighway connects CSXT’s former B&O
mainline to Chicago with Conrail’'s Water Level Route to New York. The B&O ¢onble
track -- which tock 18 months to complete -- added 101 miles of new second rain line,
making it one of the most ambitious rail building projects undertaken anvtime in the last

25 years.

In addition to the capital projects described in our June 2000, 2001 and 2002 filings, we
also invested in our infrastructure and in the communities through which we operate in
connection with the Board’s environmental conditions and our settlement agreements. In
the Shared Assets Areas in particular, CSX and NS have also invested $75 million from

2000 through 2003 to maintain, enhance and upgrade our shared infrastructure.

Mr. Chairman, we were together at the announcement of the CREATE project in Chicago
last year — and | know the personal interest you take in this kind of collaborative,
cooperative project, in which the federal government, cities, states, and railroads are
investing $1.5 billion in essential infrastructure — eliminating commuter delays both by
rail and on the highway, and opening commercial development of a key downtown

Chicago corridor. Of that $1.5 billion, railroads are putting up more than $200 million.

To my mind, the Conrail transaction facilitated CREATE by making it simpler to reach a

unified rail position on the project. Without the Transaction, we would have had one




more Eastern railroad at the table, with one more point of view, making it just that much

more difficult to achieve the consensus essential to CREATE.

Reducing Truck Traffic

Of course, the true test of this or any Transaction is whether it improves competitiveness
— and thereby serves the consumer. That’s the beauty of our market system — and it’s the

basis of the gains we see from the Conrail transaction.

Strip away the complexities and CSX’s goal is simple: Grow revenues profitably. But in
doing so, we contribute significantly to reducing highway freight traffic. Our goal is
bottom-line driven, of course, but it also contributes significantly to the relief of

congested highways and diminished air pollution emissions.

And. as the Board’s environmental analysis concluded, modal conversion reduces energy

consumption significantly.
As we forecast seven years ago in our original application, the Transaction has indeed
converted traffic from the highways to our railroads. We've developed some innovative

ways to achieve that.

One example is our | nad Board initiative, which allows CSX Intermodal to provide

capacity in the spot market for brokered freight. Here's how it works: First we inventory




our excess train capacity, then we get online and bid to carry freight otherwise destined
for truck transport. It’s a door-to-door solution. This was non-existent business for us
two years ago and today we're moving 1,500 truckloads per week through the Load

Board - and we don’t think we’-e anywhere near this program’s potential.

Building for the Future

Mr. Chairman, a moment ago | described the hundreds of millions of dollars we have
invested in capital infrastructure, improved efficiency, and new products. The
competitive market we’re in guarantees that the investments we’re making won’t stop
even when your oversight ends. When you look at the investments we’ve made, it is not
surprising that public benefits have come faster than private benefits — and that the

benefits have reached our customers even before they’ve reached our shareholders.

Here's what we're doing going forward:

We've launched a management restructuring and organizational effectiveness initiative to
better focus on the highest value work, give our managers clear roles and increased
responsibility, and -- as a catalyst for superior performance — give additional emphasis to
that critical ingredient: Accountability. We’ve already reduced the number of

management layers from 11 to a maximum of eight For many managers, we increased

the number of direct reports. And across the company, we’ve got a team in place that is a




terrific mix of professionals: Experienced railroaders, plus accomplished people from

outside the industry who are enriching CSX with their fresh insights and new energy.

I mentioned our ONE Plan initiative earlier this morning -- our major network redesign.

At the heart of our ONE Plan is the opportunity to make our routings and handlings more
efficient. And in doing so, we'll reduce dwell time...creating new locomotive capacity.
We’ll eliminate terminal handlings...and for every handling we eliminate, we take
approximately 24 hours off delivery time. And we’ll save on car-miles too...Each car-
mile we save is worth more than 40 cents per car. Last year we moved over three billion

car miles in our merchandise markets alone...so the potential cost savings are obvious.

ONE Plan is our way to deliver on our operating and financial improvement goals -- the
only way to effectively compete in the marketplace, and provide the service our

customers have come to expect.

Beyond our ONE Plan, we're focused on the sale or lease ot between 800 and 1200 miles
of railroad across our system. Our assessment suggests that short lines are better
positioned to manage some parts of the network, and the sale or lease of this track will

better enable us to maintain the right-sized system, better manage capital requirements

and expenses, while still generating new, quality revenue.




These are just a few of the ways we’re positioning ourselves for progress in the years

ahead.

We have invested in improved capacity — ~locomotives, terminals, and line of road.

We have invested in the development of Internet-based customer service tools, in keeping
with our philosophy that CSX wants to be easy to do business with. We have invested in
new products that allow us to reach bevond our track network — such as TRANSFLO and

Intermodal.

We have invested in the environment. That includes our development of an innovative
system that cuts down locomotive idling time, improving our fuel efficiency and reducing
air pollution. With fuel prices now over $1 per gallon, this is also an increasingly

significant aspect of cost controls.

In short, we have invested in the future. We are building a stronger tomorrow for CSX,

by improving our ability to meet our customers’ needs today.

In the next few vears, we expect our shareholders to see the benefits of continued growth

and operating efficiencies. The Conrail Transaction has positioned CSX to reap the

operating efficiencies of an expanded network.




CSX has already had tremendous success in growing our revenue, including eight
consecutive quarters of surface transportation revenue growth, despite a soft economy.
Last year CSX produced revenue growth that outpaced the general economy in many
commodity areas. Over the last two quarters, surface transportation revenue was the

highest on record.

We're going to continue to focus on profitable revenue growth — matching our capacity to

grow revenue with a comparable ability to cut costs...

...And we're going to do that while continuing to introduce innovative products and

technologies.
The Conrail Transaction laid the basis for more efficient operations, including fewer train
miles due to more direct routes, reduced switching costs, and more efficient car

utilization. We are determined to build on that base.

I am confident that these steps — combined with our investments in products, systems and

technology — will lead to the profitability we are targeting.

A Successful Oversight

Mr. Chairman, as this oversight process draws to a close and I look back over the past

five years, I am proud of how much we have achieved. | want to thank the team at CSX,




and our partners in the process at Conrail and NS. [ also want to thank you and the staff
at the Surface Transportation Board for guiding this process toward the public good. As
citizens. we sometimes hear about government efforts that go awry. To the contrary, this
is one of the instances where government goals were met, and where government

oversight achieved its objective.

Mr. Chairman. the benefits of this transaction have been widespread.

Extending market reach into the Northeast.

Providing two balanced competitors in the East.
Improving service and efficiency.

Making significant capital investments in infrastructure.

Taking trucks off the highways

...All in ways that promote the competition that benefits our customers, who in turn serve

the consumer.

Mr. Chairman, you have my word that that focus — serving the customers who serve the
consumer — will remain the goal that guides CSX. Thank you. I look forward to your

questions.




STB FD-33388  (SUB 91) 05/03/04 D 210785




e 7 5 o i

ENTERED -
Office of Proceeding8s

MAY 03 2004

Part of
Public Record

STATEMENT OF DAVID R. GOODE
Chairman, President and Chief Executive Officer
Norfolk Scuthern Corporation

Before the Surface Transportation Board
Conrail transaction oversight hearing
Washington, D.C.

May 3, 2004




Thank you, Chairman Nober, for this opportunity to present the

views of Norfolk Southern on the Conrail transaction.

We are at the end of the Surface Transportation Board’s five-year

formal oversight period. The Board set up this oversight period to ensure

that the conditions it imposed worked as intended and to determine
whether the transaction resulted in any major competitive issues. In its
decisions at the end of the first four years of oversight, the Board found

that the conditions have worked as intended.

We believe that continues to be the case. Accordingly, we
recommend that formal oversight should terminate as scheduled. It

should not be extended.

It is useful to review the broad contours of the transaction the

Board approved in 1998.




Before 1998, there were three major rail systems in the East -

Norfolk Southern, CSX and Conrail. Significantly. though, while there

was competition in the southeast, most areas north of Maryland and east

of Ohio were served by only one Class I railroad — Conrail — and had

been for more than 20 years.

The Conrail transaction approved by the Board in 1998 divided the
use and operation of most of Conrail’s 10,500-mile system between NS

and CSX.

A very important and, indeed, unique aspect of the transaction was
that both NS and CSX would serve shippers on some 700 miles of lines
to be retained by Conrail in three Shared Assets Areas — the North

Jersey, South Jersey/Philadelphia and Detroit SAAs.




NS and CSX both have the right to operate on those lines, but they
serve most of the shippers in these areas through a physical interchange
with Conrail. Conrail handles the traffic for those shippers as the agent

of either NS or CSX.

This aspect of the transaction brought direct, two-carrier

competitive service to shippers in importarii population and industrial

centers in the Northeast that had not had such service for many years.
I e transaction also gave CSX access to shippers on some 190 miles of
line allocated to NS in what we call the “Monongahela,” or “Mon,”

coalfields in Pennsylvania and West Virginia.




In assessing whether the transaction has met the expectations of the

Board, I refer to the Board's specific approval language in 1998. The
Board said — and I quote here — “the transaction will result in a pro-
competitive restructuring of rail service throughout much of the Eastern
United States. ... After the transaction is fully consummated, both CSX
and NS will provide vigorous, balanced and sustainable competition,

each over approximately 20,000 miles of rail line in the East.”

The history of the past five years shows that the transaction has
lived up to the Board’s expectations. The transaction greatly expanded
the single-line reach of NS and CSX in the eastern United States.
Shippers now enjoy single-line service on NS between all points on our
former system and many former Conrail points in New Jersey,
Maryland, West Virginia, New York State and Pennsylvania. That

provides better service.




The transaction also brought new two-carrier competitive service
to the Shared Assets Areas and the Mon coalfields and that is working
smoothly and well. Perhaps most importantly, the transaction resulted in
two competitively balanced rail systems serving the eastern Unitea
States. NS and CSX are now engaged in strong competition, not only
with each other but also with other modes of transportation, particularly
trucks — a factor that was important at the outset, but it has become much

more important since the transaction was approved.

In specific terms, the transaction has led to improvements at

Norfolk Southern in safety, service, and competition.

First, with respect to safety, the Board required NS and CSX to

prepare Safety Integration Plans and to work with the Federal Railroad

Administration to ensure that those plans were properly implemented.




We did that. I am very pleased to report that those efforts,
representing the hard work and commitment of a lot of people, have paid

off.

In 2003, Nurfolk Southern employees won their 14™ consecutive

E.H. Harriman gold medal award for achieving the lowest employee
injury ratio among Class I railroads. CSX won the silver award. Conrail

won the silver award in the switching and terminal railroad category.

While we can never be satisfied when it comes to safety, we have
every reason to believe the transaction has been successful from a safety
standpoint. The good results of all three participants in the industrial

benchmark competition illustrate that.




Regarding customer service, the story is also strong. After some
initial challenges, we are very pleased that the service metrics on
Norfolk Southern are the best ever. In the first quarter of 2004, our
network velocity (based on average train speed) reached an all-time high
and was among the best in the industry. The average dwell time for cars
in Norfolk Southern terminals has decreased from 25.3 hours in 2000 to
22.9 hours in 2003. And overall, our network fluidity has continued to

improve, and this, of course, only serves to increase our ability to

compete more effectively against other rail carriers and against other

modes of competition. In recent days increasing traffic volumes have

been handled without disruption to the system.




In addition, of course, the transaction has created vigorous new

rail-to-rai! competition throughout the former Conrail territory. The

prime beneficiaries of this new competition, but by no means the only
ones, are shippers and communities in the Shared Assets Areas, which
were the focus of the Board’s hearing in Trenton last month, and
intermodal shippers in the critical Chicago-New York and North-South

lanes. which now have two carriers competing for their business.

The expanded reach of our system and the new rail-to-rail
competition brought about by the transaction has allowed us to achieve
some noteworthy results in addition to the overall improvements in our

service metrics that I've mentioned. These include:

e An increase of 230,000 intermodal units handled by Norfolk

Southern from 2000 to 2003;




e An increase in rail traffic in the Shared Assets Areas of almost

10 percent from 2000 to 2003.

A steady increase in the number of carloads interchanged with

our short line partners in the Shared Assets Areas from 9,521 in

2000 to 12,228 in 2003.

A record number of Norfolk Southern coal trains moved in the

Monongahela Valley in February and March 2004.




¢ An increase in our north-south intermodal traffic through
Hagerstown, Maryland from just over 30,000 units in 2000 to
90,000 units in 2003, and with an additional 28,000 units

handled in just the first quarter of this year. These increases are

particularly gratifying because it is traffic that, before the

Transaction, Conrail had little incentive to move on a joint-line
basis. We are now better able to move it because of the single-

line service that the Transaction created.

Another instance of this increased north-south traffic is the

explosive growth of intermodal traffic into and out of the Ohio
Valley. As just one example of this, the number of intermodal
units we moved between the Ohio Valley and Norfolk Virginia

more than doubled from 2000 to 2003.




I think it’s important to understand that our business has changed
in major respects since the transaction was approved. The econoriy
today is very different from 1998. Our traffic base has diversified as a
result of our expanded reach and greater efficiency and competitiveness.
This means that Norfolk Southern today has greater flexibility to

respond to economic and market changes than before the transaction. A

good example is our export coal business. Despite a downturn in that

business in the years after 1998, we have more than made up for it in

other areas, such as automobile and intermodal. Our success in doing
that is apparent by any measure I can apply. | note parenthetically that
we have seen some upward trends in the export coal market, and | can

only say that I hope that this trend continues.

It’s also important to note that over the last four years, we’ve made
very substantial capital investments in the former Conrail territory. Our

major projects have included:




e New intermodal facilities in Rutherford, PA, Maple Heights, Ohin,

and soon at the former Navy base in Philadelphia, PA;

An expansion of our yard in Croxton, New Jersey;

Major improvements in coal lines and facilities on the former
Monongahela Railroad, in central Pennsylvania to serve the
Keystone plant in Shelocta, PA, and in Baltimore, MD and Stratton

Ohio

Other major improvements in our yards at Enola, PA and Bison

Yard in Buffalo, NY;

We have increased the weight limits on lines on the Delmarva

Peninsula from 263,000 pounds to 286,000 pounds, which has

greatly improved the economics and opportunities for our coal and

grain customers in the Peninsula.




e Major reconfiguration of our track structure through Cleveland.

e In partnership with Delaware, reconstructed the Shellpot Bridge,
which, when completed, will positively affect operations through

Wilmington, DE.

In addition, over the last four years, Norfolk Southern has spent almost
$95 million annually on program rail, tie and ballast program work on
former Conrail lines, and this year we have budgeted an additional $110

million.




In other words, the Conrail transaction has been a success. We

haven’t always made everybody happy. We have had to systematically

improve service levels. That has, however, occurred, and we now have

a stable, well-tuned system in the former Conrail areas. Not everything
is perfect. Some issues were raised in the first four years of oversight.
The Board addressed them in its previous decisions, and other issues

likely will be raised in these hearings.

For the most part, however, the issues raised have been the kinds
of issues that arise routinely between railroads and their customers. They
are concerns about service or problems affecting a particular locality.
They are important to the parties, but they are not really related to the
transaction. Moreover, they are issues that carriers and their customers
can — and routinely do - resolve in the normal course of business

without the need for Board intervention or oversight.




In that connection, I note that Larry Parsons of the Wheeling &

Lake Erie will not be here to speak today. He asked me to convey his

regrets and to inform the Board that he is very pleased that the Wheeling

and Norfolk Southern have been able to reach a tentative resolution of’
the various issues between the two railroads. He asked me to convey his

appreciation for the hard work that went into that result.

In summary, we think the Board’s previous conclusions continue
to apply today. The conditions it established for the transaction have
worked as intended. No major competitive — or other — problems related

to the transaction have occurred.

No party has demonstrated any transactional or other issues that
warrant extending the formal oversight period beyond its five-year term.
We therefore request that the Board not extend its formal oversight and

the periodic reporting requirements that go along with it.




Of course, the Board retains jurisdiction, even in the absence of a
formal oversight proceeding, to address any major problems related to

the transaction that might arise in the future.

Thank you again, Mr. Chairman, for the opportunity to appear

before you today. I will be pleased to answer any questions you might

have.
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Statement of the
United States ~epartment of Transportation
May 3, 2004
The Conrail Transaction changed the landscape of railroading in the Ea§te'm
United States. Beginning with the filing of the initial application in 1997, and continuing ‘

through Decision No. 89 in 1998, the June 1999 “Split Date” and early implementation

troubles, and five years of'formal oversight, the Surface Transportation Board has

considered and resolved an extremely broad array of issues: intramodal and intermodal

competition, rate monitoring, fee and service prescriptions, shipper contracts, and
environmental and community impacts. In coordination with the Board, the Federal
Railroad Administration worked with CSX and Norfolk Southern (collcctiv'cly, the
Applicants) to ensure that all safety issues were addressed.

Through the terms of the original application, numerous settlement agreements,
and far-ranging conditions, the Board has striven to make sure that this new landscape
serves the public interest. An unprecedented increase in rail competition in the Shared
Asset Areas and elsewhere, the reimroduétion of rail service “East of the Hudson,” and
nofse/polIution/congestion mitigation measures have all been put in place. Over the last
five years the STB has monitored these and other conditions to determine whether they

were working as intended and were complied with by the Applicants. See Fin. Dkt. No.




33388 (Sub-No. 91) General Oversight Decision No. 1 (STB served February 9, 2000)

slip op. at 2.

The oversight process during that period has followed a familiar course. Initially,
arelatively large number of parties raised serious issues about the Applicants’
cémpliance with various conditions. As time passed, the number of active participants

and issues raised in the annual oversight proceedings declined. Cf., e.g.. General

Oversight Decision No. 5 (STB served February 2, 2001) and General Oversight

Decision No. 11 (STB served January 16, 2004). The Board alo reduced the reporting

burden imposed on Applicants. General Oversight Deci‘sion No. 1C¢ (STB served
November 11, 2002).

Nonetheless, compiaints about the Applicants’ compliance with conditions have
continued, albeit at a low level. Allegations have most often focused on non-compliance
with one condition in particular: that the Applicants “must adhere to all of the
representations they have made during the course of this pfocccding." CSX Corp.. et al. -

= Control -- Conrail, Inc., et al., 3 S.T.B. 196 at 387(1997) (ordering paragraph 19).

Most parties claiming noncompliance with this condition have not sought
specific relief from the Board because of continuing discussions with the Applicants. See

General Oversight Decision No. 10, and General Oversight Decision No. 1 1, both supra.

The STB has properly taken no affirmative action in these circumstances. Id. No',
however, the scheduled end of the oversight period, the reduced number and volume of
complaints, and the interests of finality suggest that the time has come to resolve all

remairing issues and end formal oversight.




Perhaps not surprisingly in so maasive a transaction, the Applicants made a great
many commitments to a great many parties in the course of this proceeding. Ry imposing
adherence to these commitments as 2 condition of approval, the Board relied upon those
representations to a major extent in meeting the “public interest” standard. The declining

number of claims from individual parties indicates that the Applicants have by and large

fulfilled their obligations in this respect. It is also clear from the presentations made

earlier in New Jersey and from written statements submitted, however, that such issues
remain. These encompass both representations made or conditions imposed for the

benefit of individual panie's as well as those of a more fundamental nature, such as
whether the structure, funding, and decisional processes of Conrail allow it to function as :
intended in the Shared Asset Areas.

Af.ter five years it is time to resolve these lingering quesiions. The record
compiled to date suggests that the Board’s conditions have .worked overall. What
remains is for the Board to bring about an appropriate conclusion of the pending issues.
Specifically, complaining parties should identify the specific representationts made or
other conditions imposed and allegedly unfulfilled, and present the evidence and
arguments on which they rely to support their claims. The Applicants should be given an
opportunity to present any rebuttal or other response.

The procedures nov. in place -- these oral hearings and the corresponding written
statements, as well as the opportunity for written comments scheduled for Jul y - provide
the proper framework. After that this proceeding should be closed. For any serious

concerns that may subsequently arise, the Board has repeatedly emphasized its authority

to take appropriate action without regard to the existence of a formal oversight




proceeding. See Fin. Dkt. No. 33556 (Sub-No. 4), Decision No. 4 (served December 27,

2001). Existing rules on reconsideration and reopening provide another safeguard for

any subsequent serious concerns. 49 CF.R. § 11154,
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_ Partof
SEDA-COG Joint Rail Authority - Lewisburg, PA 17837 Public Record

My name 1s Jeffery K. Stover 1 am Executive Director of the SEDA-COG Jont Rail Authonty
("JRA") which s affilated with the SEDA-Council of Governments. JRA 1s an cight county Pennsylvania
municipal authority created in 1983 to acquire rail hnes and preserve rail service on Conrail branch lines
slated for abandonment.! Commencing with acquisition of two Conrail lines i 1984, the JRA now owns
five operating rail lines totaling 195 route miles that handle approximately 30,000 carloads of traffic
annually. The preservation and readily available rail service «n the JRA lines has been instrumental n
ceonomic development activity and expansicn of employment in Central Pennsylvania over the last twenty
\

years. All our lines are operated by compames owned and managed by Mr. Richard D. Robey (“Robey”)

and his rail operations are financally self supporting,
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Northumberland, Columbia and Union Counties.




The JRA 1s mundful that it has a ressdual common carner service obhgation.  For this and other
important reasons we value an cffective working partnership with Norfolk Southern Corporation ("NS")
as all our former Conrail hines now connect with NS, In addiion we coordinate closcly with Mr. Robey
and hus staff on cconomic and industnal development projects.

Since 1999, cconomic development related to rail infrastructure has continued to move forward
despite carly problems related to the sphit of Conrail. The first year after the “spht date” was trving for all
partics, but since then the quality of service we receve from NS is generally sausfactory.  Further, the
access to the Canadian Pacific Railway (“CP”) that has been enjoyed since 1999 has allowed our region to
compete ctfectively for new and expanded industral development-providing for increased iraffic and
revenues for our five short ines and both Class 1 rallroads i the regron. The JRA’s musston 1s furthorance
of cconomic development through the retention, improvement and expansion of both rail infrastructure
and rail service.

In previous oversight proceedings, the JRA expressed serious concerns related to service 1ssues
during the transition from Conrail and i regard to unresolved interchange commutiments that had been
made by NS in connection with the acquisition proceeding. At this juncture, the service .ssues have been
resolved or they are being managed to the extent that they no longer present serious problems for JRA.

However, not all of our previously expressed concerns relating to interchange expectations arising
out of pre-acquisition commitments by NS have been resolved at this point.. We hope on-going cfforts
will produce long term solutions and results that will prove to be both satisfactory and beneficial to all
mterested parties mcluding NS, JRA and the rail dependant shippers in the region we serve,

To tully understand our current issues, however, we must look back to the breakup of Conrail and
its subscequent events as they aftected Central Pennsylvania,

With encouragement from JRA and its constituent shippers, and at the behest of NS, Robey
supported NS n ats quest to acquire major portions of the Conrail system including a direct connection
with the Robeyv/JRA rail nes. The JRA was supportive of the NS acquisition as well. In recognition of
this support, NS committed in June of 1997 to grant trackage nghts to facihitate the connection of Robey’s

leased lines and to permut direct interchange wath the CP at Sunbury for traffic ongmating or terminating

at local pomnts on CP or at pomnts on carriers that connect only with CP. In a letter dated June 10, 1997,

NS also stated that connecting the five Robey raillroads and providing access to CP would be initial steps
to grow business i the region. This letter was referenced by both Robey and JRA in prior submussions

and statements to the Board.




JRA, 1ts constituent shappers, and its connecting short hines were apprised of the NS commutments.
Following the split of Conrail in June of 1999, NS encountered monumental operating problems and CP
access at Sunbury, PA was crucial in keeping some industries going in Central Pennsylvania. No effort was
made to formahze the NS commutment for many months.  In rehance on this arrangement, the shippers
grew new business in new traffic lanes. The result has been increased rail tratfic for the JRA, CP, and
significantly, the NY; all parties have realized a net gain in rail traffic and revenue. The region has also
benefited from the creaton of new jobs.

On September 1, 2001, NS and Robey entered mto a complex trackage nghts agreement
purporting to formahze the NS commutment. The NS/Robey agreement substantially restricts access to
CP and provides sanctions aganst Robey for traffic handled in violations of the strictures.

Central Pennsylvama shippers and tharr supphiers are not privy to the September 1, 2001
agreement. As a result of contimuing expectations based on the June 1997 commutment, we understand
numerous mbound shipments recerved via interchange with CP over the past three years are now claimed
by NS to have been muisrouted i violation of the private two party agreement. Many of these shipments
were routed by Midwest grain brokers who had no knowledge of routing restrictions imposed by the
private agreement. Simply put, the exssting NS/Robey agreement differs trom expectations of service
users and 1s difficult to administer and which can actually foster musrouted cars resulting in violations of
the existing agreement-a situation that none of the affected parties wants to sce.

The problem has escalated to serious proportions i Central Pennsylvama as it threatens senous
impacts on transportation service accessible to regronal shippers and the JRA as well as two private short
lines over which Robey also operates: the West Shore Railroad (“WISE”) and Lewisburg & Butfalo Creek
Railroad (“1.BCX").

The aftected shippers and JRA seek to achieve five goals related to expectations trom prior NS
commitments:

e The agreement with NS should fulfill the aceess to CP promused by the 1997 NS letter to Robey.

¢ The agreement with NS should provide that the traffic that can be mterchanged directly with CP at
Sunbury 1s the same as the traffic that can be interchanged indircetly with CP via Harnsburg (the
latter being therr “fixed divisions” agreement whereby NS provides haulage from Harnsburg to the

Robey mnterchange at Northumberland, PA).

The agreement with NS should provide that all existing traffic should be meaningfully

“grandfathered”, even if it does not meet the new definition of covered traffic under the prevailing

NS/Robey agreement.




The agreement with NS should be permanent.

The agreement with NS should apply to the owners (JRA, WTSE, LBCX) of the various rail lines,
and to the Robey raillroads and any successor operators of the lines. An agreement with a specific
operator 1s temporal; the agreement needs to be able to be transferred to a different operator in the

future.

The JRA 1s optimistic that further discussions and negotiations with NS regarding thesc issues and

the regioral rail network will be frustful. The JRA recognizes the importance of continuing to be a val ed

partner with NS and will endeavor to do so. The JRA is currently engaged in discussions with NS which

hopefully will result 1n constructive resolution of the access issue and other issues of mutual interest and
concern. Since this matter has been identified as a serious concern during the oversight process we believe
that continuation of oversight for an additional year would be helpful in facilitating a resolution in the

interests of all concerned.

FFor further information:

Jettery K. Stover, Exccutive Director
SEDA-COG Jomnt Rail Authonty
201 Furnace Road

Lewisburg, PA 17837

570-524-4491

570-522-7223 (direct)

570-524-9190 (fax)
jstover@seda-cog.org
www.sedacograil.org
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ENTERED
Office of Proceedings

Hon. Vernon A. Williams
Surface Transportation Board APR 3 0 2004
1925 K Street, N.W.

. Part of
Washington, D.C. 20423 Pubiic Record

Re:  Finance Docket No. 33388 (Sub-No. 91); CSX Corp., et al. - - Control and
Operating Leases/Agreements - - Conrail, Inc.. et al. [General Oversight]

Dear Sir:

We represent the Statc of Maryland in this proceeding. The State has elected not to
appear at the hearing the Board will hold on May 3, 2004 in this matter, and appreciates the
opportunity to submit this written statement of its position with respect to the Oversight
Proceeding.

In the main proceeding that led to the approval of the transactions, the implementation of
which the Board is now “overseeing” in this proceeding, the State of Maryland executed and
submitted for the record letter agreements with both CSX Corporation and Norfolk Southern
Corporation, respectively (each dated September 24, 1997). These letters included commitments
from both companies as to the actions they would take to preserve and improve rail service in the
State following the implementation of these transactions. In its letter agreement, NS stated its
intention tc provide the improvements listed there. In its letter, CSX made specific
“commitments” to undertake improvements and to preserve the integrity of the MARC train
commuter rail service operated on CSX’s lines in .he State.

In a filing in this Oversight Proceeding dated July 14, 2000, the State provided a
comprehensive listing of the status of the two rail carriers” commitments. See, Attachment 3 to
Letter dated July 14, 2000, from Hon. John Porcari (then, Maryland’s Secretary of
Transportation) to Hon. Vernon Williams. The status at that time was less than heartening from
the State’s perspective. Since that time, we have appreciated the Board’s continuing oversight of
the railroads’ performance.




L4

'MCLEOD, WATKINSON & MILLER

Hon. Vernon A. Williams
April 30, 2004
Page 2

We are pleased to report that representatives of both companies continue to work with the
State to implement the commitments they made in order to secure the State’s support for the
transaction. In a recent meeting with representatives of Norfolk Southern, the State heard that
the company recognizes that it has a continuing obligation to work on implementation cf the
items described in the 1997 letter. Representatives of CSX, simi'arly, have continued to work
with the State to monitor the quality of service provided to commuters in the MARC service, and
to find ways to improve the quality of rail and intermodal service available to shippers in the
State.

The story is not over. because econamic factors and other matters have prevented the
railroads from implementing all of the actions described in the 1997 letters within the time
frames described. We will continue to work with our railroad partners to fulfill our mutual
obligations under those letter agreements.

Thank you again for providing the State with the opportunity to comment on this matter.

Respectfully submi

L

Charles A. Spitulhi
Counsel for the State of Maryland

All Parties of Record
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VIA HAND DELIVERY
The Honorable Vernon Williams
Secretary
. . NTERED

Surface Transportation Board Otfice gfq{:roceedinm_
1925 K Street, N.W. ,
Room 711 APR 3 U 2004
Washington, DC 20423
" pubﬁ%’ﬁfo@m
Re:  STB Finance Docket No. 33388 (Sub-No. 91),

CSX Corporation, et al. -- Control and

Operating Leases/Agreements -- Conrail Inc. et al.

(General Oversight)

Dear Secretary Williams:

Enclosed for filing on the record of the referenced proceeding please find
an original and ten copies of the Verified Statement of John F. Guinan, Assistant
Commissioner of the New York State Department of Transportation. Mr. Guinan will be
appearing at the May 3, 2004 oversight hearing on behalf of the State of New York and
NYSDOT.

The unexpected unavailability of key State officials whose participation and
approval were necessary for the preparation and submission of the Statement precluded
its submission by August 26, 2004, as provided by the Board’s scheduling order.
Acceptance of the Statement should not prejudice the rights of any party, however, as
copies of the Statement are being served this date on counsel for CSXT and Norfolk
Southern, and Mr. Guinan will be present at the hearing to response to any questions.
Therefore, New York respectfully requests that Mr. Guinan’s Statement be accepted for
inclusion in the record of this proceeding.




Mr. Vernon Willhlams
April 29, 2004
Page 2

Thank you for your consideration in this matter.
Sincerely,

N

Kelvin J. Dowd

An Attorney for

The State of New York
KJD:dmb

Enclosure

cC: Mr. David Konschnik
Richard A. Allen, Esq.
Dennis G. Lyons, Esq.
Mr. John F. Guinan




STB Finance Docket No. 33388 (Sub. No. 91)

CSX CORPORATION AND CSX TRANSPORTATION,
INC., NORFOLK SOUTHERN CORPORATION AND NORFOLK
SOUTHERN RAILWAY COMPANY
-- CONTROL AND OPERATING LEASES/AGREEMENTS --
CONRALIL, INC. AND CONSOLIDATED RAIL CORP.
(General Oversight)

Verified Statement
of
John F. Guinan
Assistant Commissioner
New York State Department of Transportation

April 28, 2004

My name is John F. Guinan, and | am Assistant Commissioner of the New
York State Department of Transportation (NYSDOT). I am submitting this Statement on
behalf of the State of New York and NYSDOT. New York appreciates the opportunity to
continue its participation in this proceeding, on behalf of its citizens, communities and
resident businesses.

In its principal Comments on the then-proposed acquisition and division of
Conrail by CSXT and Norfolk Southern in October, 1997, New York outlined its historic
financial, legislative and regulatory support for a sound and efficient freight rail system,
and the importance of such a system to the economic health of the State. Particularly as
regarded CSXT and Norfoik Southern’s plans for Conrail, New York noted the
applicants’ claims that approval of their proposal would lead to expanded and enhanced

freight service at reduced costs; expanded market opportunities for regional shippers:




significant diversions of freight traffic from overburdened highways; and short and long-
term synergies and efficiency gains that would benefit all affected constituencies.
Inasmuch as over 90% of the freight tonnage moving to and through in New York was
controlled by Conrail, New York was numbered among those who the applicants claimed
would gain from the transaction.

New York supported the stated goals of the Conrail acquisition plan, and
acknowledged that many elements of the applicants’ proposal as they related to the
Conrail lines within the State did offer an improvement over the then status quo. As New
York explained, however, on balanice the unconditioned approval of the CSXT/Norfolk
Southern proposal would fail to meet the goals set by the applicants and serve the public
interest. New York proposed seven (7) specific conditions which, if adopted, would
enable the State and the STB to conclude that Jhe applicants’ slan was consistent with the
public interest. Those conditions were:

ki An order requiring CSXT to grant trackage rights to New York’s carrier
nominee over the portions of the Hudson Line that would be controlled by CSXT from
the Selkirk interchange with CP Rail to the end of Conrail’s Fremont Secondary, to
permit dual rail carrier service to points cast of the Hudson River.

. A directive that CSXT and NS take steps to open the Buffalo arca to rail
competition and to improve the rail infrastructure in the region.

3. The establishment of an oversight period to monitor the safe co-existenc
of CSXT and NS freight service with commuter and inter-city passenger service
throughout New York.

4. The full assumption by CSXT and NS of Conrail’s continuing obligations
under 13 enumerated contracts with New York or its agencies.




S. A commitment by CSXT and NS to continue and expand Conrail’s
cooperation with and participation in the New York High Speed Passenger Rail Program
to upgrade infrastructure between Albany and Buffalo and between Albany and New
York City, above and beyond passenger-related contract projects.

6. A commitment by CSXT and NS to enhance and expand the passenger rail
infrastructure in New York, in conjunction with Amtrak.

y & The imposition of conditions to protect the interests of New York's short
line railroads, including the Livonia, Avon and Lakeville Railroad (“LAL"™), which sought
the elimination of a restriction on its access to the Genessee Junction Yard that limited
L AL to a single Class I line-haul connection.

While CSXT and Norfolk Southern initially opposed the conditions sought
by New York, eventually they agreed to assume and fulfill all contracts to which Conrail
was a party. They also agreed to work in good faith with New York and other states to
address issues regarding passenger service efficiency and safety. These commitments
represented progress in two (2) of the key issue arcas raised by New York in its
Comments.

In its July, 1998 Decision approving CSXT and Norfolk Southern’s
acquisition and division of Conrail, the STB imposed the following specific conditions
for the benefit of New Vork and its constituents:

1. An order directing CSXT to negotiate unrestricted trackage or haulage
rights in favor of CP Rail over the Hudson Line from Selkirk to Fresh Pond.

2. A requirement that CSX'T adhere to its representations regarding intended
investments in new connections and upgraded facilities in the Buftalo area. These
included: (1) upgrading Conrail’s computer technology and fueling facilities; (i)
maintaining or increasing current Conrail employment levels; (i11) providing NS with
overhead trackage rights to Suspension Bridge: (iv) working with other carriers to
schedule switching and through movements to reduce congestion at points like CP Draw;

i




and (v) “investing substantial funds™ in network improvements to reduce shipping time
and enhance service reliability.

. A directive that CSXT cooperate with New York and NYCEDC to study
the feasibility of upgrading the New York Cross-Harbor car float and tunnel facilities.

4. A requirement that CSXT establish a committee with New York City
officials to develop ways to promote increased truck-rail traffic diversions to and from
New York City, and a committee with Buffalc regional and local authorities to promote
rail traffic growth in that region.

¥ A directive to CSXT to negotiate an agreement that would grant LAL
trackage rights over the Genessee Junction Yard sufficient {0 allow LAL to connect with
the Rochester & Southern Railroad (“RSR™), and to both carriers to enter agreements as
needed to limit the scope of “blocking™ or other restrictive interchange provisions in
leases and contracts between Conrail and short lines generally.

In addition, the STB broadly mandated that CSXT and Norfolk Southern
must adhere to all of the representations that they made to the STB and various parties
during the course of the case. Among other things, the effect of this general condition
was to bind CSXT and Norfolk Southern to their commitments to assume Conrail’s
obligations under its various contracts with New York, as well as to the representations
made by both CSXT and Norfolk Southern in their respective Safety Integration Plans.

Over the ensuing years since the STB’s Decision, New York carefully
monitored CSXT and Norfolk Southern’s implementation of their Conrail plan, and their
compliance with the conditions imposed by the STB on the transaction. Through

NYSDOT, the State legislature, and a number of localities, state agencies and political

subdivisions, New York continued its active engagement in the promotion of freight rail

service and the enhancement of the freight rail infrastructure, with a specific focus on

e




working with CSXT and Norfolk Southern to promote the stated goals and claimed

benefits of their joint takeover of Conrail.

In many respects, CSXT and Norfolk Southern can claim technical

compliance with the STB’s New York conditions. The State’s contracts with Conrail
were assumed and have been performed; CSXT and CP Rail entered into an agreement
for unrestricted trackage rights on the Hudson Line; and the Cross-Harbor, Buffalo and
New York City study committees were formed and meet as specific issues arise. In the
key areas of infrastructure improvements, freight service quality enhancements,
expansion of marketing opportunities, and a general commitment to the growth of the
New York freight rail transportation system, however, CSXT and Norfolk Southern have
failed to live up to the expectations set by their original application. Indeed, New York’s
experience has shown the carriers retreating from the goals and benefits wat they touted
in 1997, even as the State has worked to support their achievement. Some examples of
this disturbing pattern follow.

Buffalo Region

Following the completion of CSXT’s upgrades to computer and fueling
facilities and Norfolk Southern’s expansion of Bison Yard, the railroads effectively
suspended efforts to enhance infrastructure and improve freight service efficiency in the
Buffalo arca. CSXT climinated a crew shift at its Frontier Yard, and closed its Seneca

Yard south of Buffalo altogether. The latter yet may be resurrected as an intermodal




facility, due to a $4 million capital infusion provided by the State. Otherwise, however,
we are unaware of any projects or specific plans for the carriers themselves to invest in
network improvements to reduce shipping times and enhance service reliability, as they
represented they would during the STB’s consideration of their Conrail proposal.
Additionally, the rail workforce appears to have been reduced in the Buffalo area.

General Rail Infrastructure

From the inception of their takeover o Conrail, CSXT ar.4 Norfolk
Southern both expressed concerns that the property tax structure in New York, as applied
to railroad assets, created a disincentive to new infrastruciure investment. In response,
the New York legislature enacted--and Governor Pataki signed--the NYS Rail
Infrastructure Investment Act of 2002. This legislation is one of many steps by which
New York has materially supported rail infrastructure development since the Conrail
transaction was completed. Indeed, since 1998 New York has expended or programmed
approximately $185 million in State and federal funds to improve the State’s rail network.

The 2002 Act provided significant property tax relief for existing rail
property as well as for new railroad infrastructure investment. Essentially, the law

created a 10-year property tax valuation exclusion for new investments in rail facilities

and infrastructure improvements. The program covers the value of the new investment

regardless of the source of the invested capital. Thus, the railroads can claim the

exclusion even where the State provides part or all of the funding for the improvements.




Despite this extraordinary outreach by New York in direct response to the carriers’
expressed concerns, neither CSXT nor Norfolk Southern has submitted a project for
qualification under the program.

Compcounding their apparent lack of follow-through on the commitment to
improve and enhance the freight rail infrastructure in New York, both railroads have
closed economic development offices in the State. These moves adversely impact efforts
to promote and market expanded rail freight service in New York, one of the stated goals
of the carriers’ Conrail plan.

The LAL Railroad

As I noted above, LAL was the beneficiary of a specific condition imposed
by the STB on its approval of the Conrail acquisition. Soon after the STB’s Decision,
CSXT entered into an agreement with LAL granting the latter access over the Genessee
Junction Yard to effect interchange with the RSR, as required by the condition.
According to LAL, however, CSXT’s commitment to the purpose and intent of the
condition has not extended very far beyond the signing of the agreement.

The Genessee Yard is used principally by LAL and RSR. CSXT’s only use
of the yard is to set off and pick up cars to and from LAL. However, the LAL-CSXT

agreement provides that CSXT would rehabilitate and maintain the Yard to FRA Class |

condition. LAL had sought to acquire the Yard in the Conrail proceeding, but CSXT

argued (successfully) that divestiture was unnecessary in light of its commitment to




rehabilitate and maintain the tracks. LAL and RSR thus must rely on CSXT to facilitate
smooth and efficient interchanges between them.

In June, 2000, CSXT performed a “safety tie” replacement sufficient to
reduce the likelihood that the track would come apart under a train. However, accorling
to LAL, this work did not bring the track up to FRA Class 1 standards, and CSXT has yet
to rehabiiitate the Yard as promised during the Conrail proceeding and effectively ordered
by the STB. Since 2000, track conditions have continued to deteriorate with very little
attention from CSXT beyond emergency-type cepairs. The results have been rail spreads,
derailments, and the closing of tracks in the Yard due to unsafe conditions. Both AL
and RSR have suffered losses because of CSXT’s neglect, including lost revenue due to
service interruptions and significant cleanup and re-railing costs following derailments.

Southern Tier Rail Lines

As a result of the Conrail transaction, Norfolk Southern assumed control
over two rail lines in New York’s Southern Tier. The Southern Tier Mainline extends

from Buffalo to the Northern New Jersey port arca. The Southern Tier Extension runs

from Corry, PA to Hornell, NY, where it connects with the Southern Tier Mainline.

Norfolk Southern is to be commended for its cooperation with the Southern
Tier Rail Authority, the State and the Western New York and Perasylvania Railroad to
complete a sale-leaseback arrangement which resulted in the re-establishment of rail

service to many local businesses, and a through rail route for the diversion of Norfolk




Southern coal trains. However, New York has concerns regarding the future of the
Southern Tier Mainline.

The Portage Bridge over Latchworth Gorge between Buffalo and
Binghamton was identified by the FRA as a safety concern during the Conrail proceeding.
This segment also is used by CP Rail via trackage rights to connect freight movements
from the Canadian border to iis rail network at Binghamton. While Norfolk Southern
now has an alternate route via the Southern Tier Extension, CP Rail must depend on its
trackage rights over the NS lines via Portage Bridge.

Although the FRA report found that the Portage Bridge has a limited life
without extensive rehabilitation, Norfolk Southern has not airnounced any plans to
address the Bridge’s existing condition or operating plans in the event that the bridge
becomes unuseable. This is a matter of great concern to New York and the interests of
expanded rail freight service, as loss of the bridge would dramatically reduce CP Rail’s
effectiveness as a competitor in the western part of the State.

In addition, the portion of the Southern Tier Mainline between Binghamton
and Port Jervis, PA 1s significantly underutilized, and has been identified by Norfolk
Southern as a candidate for sale or lease. So long as Norfolk Southern’s intentions

regarding the Southern Tier Mainline are not clear, the State’s transportation capital and

freight rail development plans remain incompiete.




Grade Crossings

Finally. but by no means least, serious concerns have arisen over the
prospect of CSXT system downgrades contributing to increased risks at grade crossings,
especially in the Rochester, NY area. Investigations are underway by the FRA and others
into the specific causes of accidents and grade crossing protective device malfunctions,
and the steps that could or should have been taken to avoid them.

Reducing the number of highway grade crossings was among the programs
incorporated in CSXT’s Safety Implementation Plan, and ensuring that all railroads that
operate in New York dedicate the necessary human and financial resources to properly
maintain safety devices and other equipment at the crossings which must remain is a State
priority. New York will continue to monitor the situation and report further findings to
the STB. the FRA, and/or other appropriate federal authorities as they become available.

* 3 *

New York remains willing and prepared to work with CSXT and Norfolk
Southern carnestly and in good faith, to address the matters described above and
ctherwise try to realize the promise of expanded rail freight service and eahanced
transportation efficiency that was part and parcel of the carriers” Conrail plan. Expanding
and improving rail transportation is an important goal of New York. The State has

worked to fulfill its role by increasing its investment in rail infrastructuie and assisting the

carriers doing business in New York through initiatives such as the 2002 property tax




legislation discussed above. We ask the STB to provide continued oversight to assure

that carriers fulfill their commitments to New York.




VERIFICATION

COUNTY OF ALBANY

STATE OF NEW YORK

John F. Guinan, being duly sworn, deposes and says that he has read the
foregoing Verified Statement, knows the contents thereof, and that the same are true as
stated to the best of his knowledge, information and belief.

John F. Guinan

Sworn to and subscribed before me
this _ Day of | 2004.

Notary Public for the State of New York

My Commission Expires




VERIFICATION
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) SS:
STATE OF NEW YORK )

John F. Guinan, being duly sworn, deposes and says that he has read the
foregoing Verified Statement, knows the contents thereof, and that the same are true as
stated to the best of his knowledge, information and belief.
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Chemistry
Council

Apnil 29, 2004

The Honorable Vernon A. Williams
Sccretary

Surface Transportation Board

1925 K Street, N.W

Washington, D.C. 20423-0001

Re: STB Finance Docket No. 33388 (Sub-No. 91}

Dear Secretary Williams:

On April 15, 2004, | submitted to your office the origmal and 10 copies of the Notice of Intent To Speak
of the American Chemistry Council (“ACC™). In my transmittal letter, 1 noted that | would subsequently inform
you who would represent ACC at the Surface Transportation Board”s hearing 1 this matter on May 3, 2004,

I will speak on behalf of ACC. Because 1 am submitting this letter by means of the Board’s new c-filing

process, I would appreciate having vour office confirm receipt by a phone cali {703-741-5172) or ¢-mail
(tom_schickwamericanchemistry. com). Thank you for your cooperation

Sincerely,

Fhomas I:. Schick
Assistant General Counsel

cc: Julia M. Fare, Esq




Other Submissions

In order to process your filing, please fill out the following information. If you do not “now the docket
number, please leave it blank and we will fili it out for you.

Please fill out the following information to help us complete your filing:

Docket #:

Subject: *
First Name: *
Middle Name:
Last Name: *
Address: *

City: *

State: *

Zip Code: *
Email Address: *

Group/Affiliation:

Message:

FD -33388 -91 -

Conrail General Oversight
Thomas

£
Schick

1300 Wilson Bivd.

Arlington

VA

22209-2307

tom_schisk@americanchemistry.com

American Chemistry Council

Attached are "pdf’ & "doc" versions of letter identifying ACC's speaker @ Monday's
hearing on Conrail oversight. Please advise of receipt.
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Kenneth B Pramik
Director Transportation
Cemex, Inc
840 Gessner, Suite 1400
Houston Texas 7702¢
(71 722-6059
s 3 kennethrpramik @ cemexusa com ké\
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April 28, 2004

The Honorable Vernon A. Wilhams
Secretary ENTERED dinas
Surface Transportation Board Otfice of Proceeding

1925 K Street N.W. APR 20 2004

Washington, D.C. 20423

Part of
Public Record

Dear Secretary Williams:

Retf: STB Finance Docket No. 33388 (Sub- No. 91)
And my letter dated March 18 requesting time to speak at the May 3 public hearing

Please excuse me for just now sending my written testimony to the Board. The information in
the Federal Register indicated “written statements by persons speaking. ..may be submitted
prior to the hearing but are not required.” I spoke to Mr. Rudolph Saint Louis on Monday.
who indicated I should submit a statement in advance. Enclosed is my statement along with
ten copies of my intended remarks.

Sincerely,

/é;’”-y//';/\ / _,./:v’ N/ y

Kenneth R. Pramik

Enclosures: 10 copies




ENTERED REMARKS OF KENNETH R. PRAMIK
DIRECTOR TRANSPORTATION

APR 20 2004 CEMEX, INC.

Office of Proceedings

Part of Before the Surface Transportation Board

pubtic Record

STB Finance Docket No. 33388 (Sub. 91)
Conrail Transaction Oversight

Public Heariv; in Washington, D.C. - May 3, 2004

My name is Ken Pramik, and 1 am Director of Transportation at CEMEX. |
appreciate the opportunity to appear before the Bo..d teday to relate our experiences,
particularly in regard with CSX, since the time of the STB’s final approval of the Conrail
Transaction. CEMEX is the largest cement manufacturer and shipper in North America.
We ship via all major modes of transportation. We manage a private cement hopper car
flect numbering nearly 1,500. Personally, my career in transportation began pre-Staggers.
[ have been directly involved in rail transportation as a shipper for the past thirty years.

CEMEX as well as my experiences with the CSX since the Conrail split have
been very different compared to the many years prior. It is our opinion that the financial
and operational challenges CSX faced with the new properties caused significant changes
in management practices which have adversely affected our business and ultimately has
led 10 CSX’s de-marketing of at least two of our major traffic lanes. The service crisis we
experienced just after the split was more pronounced on the Norfolk Southern, however
they recovered after a few months. CSX service for us has deteriorated and most recently
has become a major problem affecting our Florida market, as well as driven up our costs,
as we often must truck to our distribution terminals to avoid stock outs.

During the tinie when CSX and Norfolk Southern were bidding for the Conrail
assets, we were assured by then CSX Chairman Snow that existing shippers and business

would not bear the cost ot wne Conrail acquisition. The reasoning was that new r»il




business generated by taking freight off the highway system would be more than
adequate to pay the cost and provide profit for CSX. Within a year after the transaction
date, we began to see a different attitude and results in our business dealings with CSX.
Since the split, we have experienced annual increases every year, including through the
time of recession after 9/11. These increases were above inflation demonstrating that the
increases were not market based, and that CSX was taking advantage of their captive
shipper base. Specific examples include a single 17% rate increase on our larges volume
move. This is a move CSX had handled for at least 15 years previously. This year we
were presented with increases of 26% on two major moves, which has now resulted in a
non-competitive situation for CEMEX in those two markets. Additionally CSX has
reduced service to our rail captive plant in Brooksville, Florida and made changes for
operatioral conveniences on the routings of our traffic, which have increased transit
times, and negatively impacted our car costs, as well as the overall supply costs to our
terminals.

It is our position that CEMEX has been and continues to pay for the CSX’s part of
the Conrail acquisition. CEMEX recommends the extension of the Conrail “General
Oversight” proceedings beyond the original five year term, and extend this oversight
beyond the Shared Asset Areas, as the issues and repercussions of CSX’s overpayment
and poor management of the Conrail assets continue to be felt throughout the CSX rail
system. We would further ask the STB to take actions to reduce abusive operational and
commercial practices by CSX. We also would hope the STB will soon be in position to
move forward and create a procedure for “small shippers” to contest rate matters via an

arbitration process. Thank you for consideration of our position in this matter. We would

be glad to make further information and details avaiiable to the Board.




STB  FD-33388 (SUB 91)  04/27/04 D 210690



X/IL6F0

SLOVER & LoFTUS
ATTORNEYS AT LAW
WILLIAM L.SLOVER 1224 SEVENTEENTH STREET,

C. MICHAEL LOFTUS WASHINGTON, D. C. 20036~}
DONALD G. AVERY
JOHN H. LE SEUR
KELVIN J. DOWD

ROBERT D. ROSENBERG [ ,, FAX:
CHRISTOPHER A. MILLS [0 (202) 347- 9619
FRANK J PFRGOLIZZI \

April 27,2004 \

ANDREW B. KOLESAR 111 WRITER'S E-MAIL:
PETER A. PFOHL cam@ sloverandloftus.com

DANIEL M. JAFFE 8 rm\
KAREN HASSELL HERREN

KENDRA A. ERICSON

TELEPHONE
(2082) 347-7170

BY HAND DELIVERY ENTI

Office of Pfgggedlm
The Honoiable Vernon A. Williams APR 27 2064
Secretary
Surface Transportation Board - Case Control Unit Pubmnﬂo' :
1925 K Street, N.W.

Washington, D. . 20423

Re:  Finance Docket No. 33388 (Sub-No. 91)
C'SX Corporation and CSX Transportation, Inc., Norfolk Southern
Corporation and Norfolk Southern Railway Company, et al. -
Control and Operating |cases Agreements — Conrail Inc., et a)l.

Dear Scecretary Williams:

Enclosed for filing are the original and ten copies of the Written Statement
by hammond, Indiana Mayor Scott L. Fing on behalf of the Cities of East Chicago, Gary,
Hammond and Whiting, Indiana (collectively the “Four City Consortium”). Mr. King is
scheduled to speak on behalf of the Four City Consortium at the hearing scheduled for
May 3, 2004, in Washington.

Decision No. 12 in this proceeding served February 12, 2004, indicates that
parties desiring to submit written statei vents for the May 3 hearing should do so by April
20, 2004. Due to difficulties receiving timely approvals from all members of the Four
City Consortium, this Statement is being submitted one day late. The Four Cities
respectfully request the Board to accept this filing notwithstanding that it is being
submitted one day after the due date specified in Decision No. 12.

This letter will certify that on the date shown above the undersigned served
copies of the enclosed statement upon counsel for the Apolicants, as shown below.




Hon. Vernon L. Wilhams
April 27, 2004
Page 2

Please date-stamp th- enclosed extra copy of this letter and return it to our
messenger. Thank you for your attention to this matter.

Sincerely,

f//’%
Chrstophér A. Mills
Attorney for the Four City Consortium

CAM:dmb
Enclosures

Dennis G. Lyons, Esq.

Arnold & Porter

555 Twelfth Street, N.W.
Washington, D.C. 20004-1202
(Counsel for CSX)

Richard A. Allen, Esq.

Zuckert, Scoutt & Rasenberger, L.L.P.
888 Seventeenth Street, N.W., Suite 600
Washington, D.C. 20006-3939
(Counsel for NS)




STB Finance Docket No. 33388 (Sub-No. 91)

CSX CORPORATION AND CSX TRANSPORTATION, I
NORFOLK SOUTHERN CORPORATION AND NORFOLK SO
RAILWAY COMPANY — CONTROL AND OPERATING LEA
AGREEEMENTS - CONRALIL, INC. AND CONSOLIDATED RAIL C
(General Oversight)
Office %'?EErggEed'nas
WRITTEN STATEMENT BY
GARY, INDIANA MAYOR SCOTT L. KING APR 27 2004
ON BEHALF OF THE FOUR CITY CONSORTIUM
April 27, 2004 Publle Hecord

INTRODUCTION

My name is Scott King. [ am the elected Mayor of the City of Gary,
Indiana. | am testifying on behalf of the Four City Consortium, also known as the “Four
Cities.” which is an association of the Cities of East Chicago, Gary, Hammond and
Whiting, Indiana. The Four City Consortium was formed for the purpose of analyzing

the regional impacts of the Conrail control transaction and recommending solutions to the

adverse impacts identified. The Four Cities are located in northwestern Indiana, directly

cast of Chicago which is the nation’s largest rail hub.

I appear on behalf of the Four Cities for two reasons. The first is to provide
the Board with background on the impacts of the Conrail transaction on the highway
trans* Jrtation infrastructure in Northwest Indiana and the steps taken by CSXT, NS and
the Four Cities to minimize the adverse impacts. The second is to request the Board’s
continued assistance in minimizing the adverse impact of CSXT’s and NS’s rail
operations in the Four Cities region on vehicular traffic (including police, school, fire and

EMS vehicles) that must use the many rail/highway grade crossings in the region. In




particular, we request the Board to help facilitate the development of an alternative, high-
volume, grade-separated rail corridor through the region and to encourage the railroads to
move as much of their freight traffic as possible over the corridor when it comes to

fruition.

BACKGROUND

The Four Cities participated actively in the Conrail control proceeding.
They filed comments on the control application and requests for conditions designed to
ameliorate expected adverse impacts of CSXT’s and NS’s post-Conrail operations on the
highway transportation infrastructure in the Four Cities region. The primary focus was
on delays at the region’s numerous rail-highway grade crossings caused by increases in
rail traffic.” The conditions requested by the Four Cities were supported by our Indiana
representatives in Congress, Senators Luger and Bayh and Congressman Visclosky.

The Board approved the Conrail control transaction in Decision No. 89,

issued in July of 1998, In that decision the Board recognized the transaction’s potential

* The problems faced by residents of the Four Cities region due to grade crossing blockages
were underscored by a Federal District Court Judge in his preface to a March 2003 order
in litigation involving a challenge by NS to a Hammond blocked-crossing ordinance:

As the undersigned and any other person who regularly comes
to the federal building in downtown Hammond, Indiana, know well,
freight trains--sometimes stopped so that they are blocking a crossing--
often make travel over Hammond streets difficult. This can be more
than an inconvenience when it impacts fire and police vehicles, and a
member of the undersigned’s staff mentioned that on one occasion while
driving to work he observed school-children climb between stopped
railroad cars in order to continue walking to their destination.

o)




adverse impacts on public health and safety, the provision of emergency services, and
vehicular movements in the Four Cities region. Accordingly, the Board imposed some
environmental mitigating conditions in favor of the Four Cities. These conditions
required CSXT to undertake certain operational improvements to alleviate grade crossing
delays and safety concerns in the Four Cities region. They also required CSXT and NS
to meet regularly with representatives of the . sur Cities to discuss issues of concern
relating to grade crossing delays and other matters, and to provide periodic information

on train movements over certain high-density rail lines traversing the Four Cities region.

These lines include CSXT’s “BOCT” line between Pine Junction, IN and Calumet City,

IL, and NS’s “Nickel Plate” line between Hobart and State Line Tower, IN.

However, the Board denied the most important condition requested by the
Four Cities: an Alternative Routing Plan. This Plan would have required CSXT and NS
to develop an alternative cast-west freight rail corridor using a combination of the former
Conrail Porter Branch (now owned by CSXT) and an elevated but little-used Indiana
Harbor Belt (“IHB™) line extending between Willow Creek, IN and Calumet City, 1L. It
would also have required the railroads to move as many freight trains as possible from
the BOCT and Nickel Plate lines to the grade-separated Alternative Freight Corridor.

Freight traffic across the Four Cities region increased after consummation
of the Conrail control transaction. As a result, during the first Conrail Oversight

proceeding the Four Cities again requested the Board to impose elements of its




Alternative Freight Corridor plan as a new condition to its approval of the merger. This
request was denied in General Oversight Decision No. 5 issued in February of 2001.

Since the Conrail transaction was implemented, CSXT and NS have
cooperated with the Four Cities in attempting to minimize train blockages of key roads
in the region. In late 1998, the Four Cities and CSXT entered « settlement agreement
implementing and modifying, in certain respects, the environmental mitigating measures
imposed by the Board as conditions to its approval of the Conrail control transaction. In
early 2001, CSXT and the Four Cities entered a second settlement agreement providing
for additional cooperation between the railroad and local communities to minimize grade
crossing blockages by holding stopped trains short of critical crossings. In this agreement
CSXT also stated that it would cooperate with the Four Cities in developing the
Alternative Freight Corridor involving the Porter Branch/IHB lines, and would move
some trains to this corridor if and when it is completed.

Until recently, the Four Cities” relationship with NS has not been as
smooth. Starting in late 1999, as a result of increasing post-merger problems with trains
blocking crossings on the Nickel Plate line, the City of Hammond issued numerous
citations to NS for violating a municipal ordinance prohibiting the blockage of grade
crossings by stopped trains for more than five minutes. In June of 2000, NS filed a
lawsuit in federal district court seeking to have the Hammond crossing ordinance (and a

companion Indiana State statute which prohibited crossing blockages by stopped trains

for more than ten minutes) invalided on grounds of federal preemption and conflict with




the Indiana Home Rule Act. In the March, 2003 oraer noted earlier, the District Court
granted partial summary judgment to NS and issued & preliminary injunction against
enforcement of the Hammond crossing ordinance due to preemption by the Indiana Home
Rule Act. However, the District Court refused to enter summary judgment on the
federal-preemption issues.

In the meantime, NS and Hammond had implemented an informal
arrangement under which NS undertook not to stop trains on the Nickel Plate line where

they would block four critical (high-volume) highway grade crossings, in return for

which Hanimond refrained from issuing any citations for the resulting blockage of other

crossings. In December of 2003, the parties entered into a settlement agreement in which
NS agreed to withdraw its court complaint without prejudice, Hammond agreed not to
appeal on the Home Rule Act issue, and the parties agreed to supplement thein ‘nformal
arrangement so that NS would effectively hold trains outside Hammond until they have a
clear signal to proceed through the city without stopping. The NS lawsuit was formally
dismissed in February of this year, and cooperation between the Four Cities and NS has

improved particularly with respect to N3’s operations in Hammond and East Chicago.

. REQUESTED BOARD ASSISTANCE

Notwithstanding the cooperation between the Four Cities and the railroads
in attempting to minimize train blockages of key high grade crossings. rail freight traffic
in the region has been on the increase and all indications are that it will continue to

increase in the future. For example, during the Conrail control proceeding CSXT
-




projected that it would handle an average of 32 trains per day over the BOCT line
through the Four Cities after the Conrail split date. In fact, CSXT is now operating more
than 40 trains per day over this line. Similarly, during the Conrail control proceeding NS
projected that the traffic moving over the Nickel Plate line through the Four Cities would
decline from an average of 26 trains per day to 11 trains per day (largely because of NS’s
acquisition of Conrail’s Lake Front line). In fact, NS is now operating about 19 trains per
day over this line.

The environmental mitigating conditions imposed by the Board ia favor of
the Four Cities have helped alleviate grade crossing problems by facilitating ongoing
communication between the Four Cities and the railroads as well as informal
arrangements to avoid blocking the most critical grade crossings, particularly in
Hammond and East Chicago. The Four Cities hope and expect that the recent level of
communication and cooperation from the railroads will continue after the Conrail
oversight period ends on May 31, 2004,

To this end, the Four Cities recently asked both railroads to continue their
commitments to attend meetings with the Four City Consortium, provide information on
train traffic volumes, and cooperate in minimizing train blockages of highway grade
crossings in the region for at least three years after the formal oversight period ends. On
April 26 NS responded very favorably to this request, and indicated its belief that “the

cooperative spirit that now characterizes our relationship can continue to provide

important benefits to cach of us in the coming years.” A copy of NS’s response is




attached. The Four Cities have not yet received a written response from CSXT, although
(CSX has indicated that its response will be similar to NS’s positive response. Given
NS’s response and CSXT’s expected response, the Four Cities are not seeking a formal
extension of the five-year oversight period. However, the Four Cities reserve the right to
return to the Board if the present cooperative spirit changes.

The Four Cities also hope and expect that the railroads will cooperate with
them in their continuing efforts to develop the grade-separated Alternative Freight
Corridor through the region. The Four Cities believe that the Board has an important role
to play by encouraging all interested parties to work together to achieve this solution
including the obtaining of necessary federal and other public funding.

Chairman Nober has indicated recently that he encourages private-sector
solutions to problems such as that faced by the Four Cities, and that the Board can act
behind the scenes as a facilitator of such solutions. We understand that the Board has
played such a role in helping to facilitate the Chicago Plan, which involves enhancement
of the freight and passenger rail infrastructure in northeastern Ilinois. On behalf of the
Four Cities of East Chicago, Gary, Hammond and Whiting, Indiana, I urge the Board to
become actively engaged in facilitating the Four Cities” Alternative Freight Corridor
project in northwestern Indiana.

Representatives of the Four City Consortium would be pleased to meet with

members of the Board and its staff to provide additional information on the status of the

Alternative Freight Corridor project and what needs to be done to bring it to fruition.




Norfolk Southern Corporation
Law Department

Three Commercial Place
Norfolk, Virginia 23510-8241

John V. Edwards
General Attorney

Writer’'s Direct Dial Number

(757) 628-7338
(767) 5334872 (Fax)
co

A il 26, 2004
Via Fecsimile - 219-844-3400
and U.S. Mail

J. Justin Murphy, Chief of Staff
Four City Consortiutn
6949 Kennedy Avenue, Suite E
Hammond, IN 46323

Dear Mr. Murphy:

I arn responding to your letter of April 20, 2004, which inquires as to the future of lic
relationship between Norfolk Southern and the Four City Consortium after the termination of the
formal Conrail Transaction oversight. Before responding directly to that letter, I want to thank

you and the Four City Consortium for the hard wark, leadership and support that the Four City
Consortium has provided over the past few years to help make the Conrail Transaction 2 success.

The formal processes set forth by the Surface Transportation Board have worked in
forging a relationship that will outlast formal oversight. Both the railroad and the members of
the Consortiwun have worked diligently at that relationship, and the once mandated process of
meeting and specific reporting has now evolved into a voluntary, informal and cooperative
process. We believe that the process works well to minimize the adverse effects on the
communities you represent, and we know that jt is of significant value to the railroad. Based on
your letter, I take it you would agree.

Your letter asks whether Norfolk Southern is willing to continue to be engaged in this
voluntary, informal and cooperative process, even afier the end of formal oversight. Absolutely.
With regard to blocked crossings, we have in place a settlement agreement reached in December
2003, and we reiterate our intention to comply with that agreement. (Of course, we do not mean
for anything in this letter to be construed as modifying that agreement.) We believe it important
to attend meetings with representatives of the Four City Consortium on matters of mutual
concern, and to periodically provide information that may be of use in those discussions. We
believe the cooperative spirit that now characterizes our relationship can continue to provide
important benefits for each of us in the coming years.

John V. Edwards

Acvcarlam Cvibhaldlos. Madall, Ca, tiumem GQaihuav CAamnsany
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Philadelphia Industrial Development Corporation

PIDG)

Peter S. Longstreth
President

April 13, 2004 ENTERED
Yffice of Proceedings

APR 26 2004

Roger Nober, Esq.
Chair »’ub‘!ai?:ragcf:ord
Surface Transportation Board
1925 K Street, N.W.

Washington, DC 20423-0001
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RE: (STB Finance Docket No. 33388 (sub. 91)
CSX-NS — Control & Operating Leases/Agreements — Conrail
April 2, 2004 Trenton Hearing

Dear Mr. Nober:

| would like to take this opportunity to thank you for providing the Commonwealith
of Pennsylvania, the City of Philadelphia, and Philadelphia Industrial
Development Corporation (PIDC) with the opportunity to comment on our
experiences with the Conrail merger over the period since October 1997. | had
left copies of our testimony with the court recorder, and attach another copy if

you have not received one.

We reiterate our belief that an additional period of time and STB-monitored
attainment metrics are necessary for NS and CSX to fulfill their 1997 promises to
the Commonwealth of Pennsylvania and the City of Philadelphia. Open issues
include:

e Investment in rail-served ecoromic development programs — NS’ $15
million commitment remains substantially unmet and CSX's $5 million
commitment is midway in the process of being met, through a land write-

down transaction with our Port.

Private contracts to encourage shippers to use rail - $9 million of NS’
pledge and $9.5 million of CSX's pledge remains unmet.

Capital investment in Philadelphia rail projects - $21.4 million of required
NS development has not occurred.

2600 Centre Square West 1500 Market Street  Philadelphia PA  19102-2126
2154968020 FAX 2159779618 e-mail info@pidc-pa.org




Rail industry employment in Philadelphia— This area remains woefully
short of the commitments made, specifically Conrail employs only 33 of
the proposed 350 positions and NS employs only 6 of the proposed 225.

Corporate citizenship commitments — There are a number of significant
corporate citizenship issues which need to be addressed, including CSX's
permission to allow grade crossings for critical access to public waterfront
recreation areas, completion of land transfers in support of economic
development priorities, and general rail infrastructure issues.

In summary, the railroads’ ur et commitment total 536 jobs and $55.5 million,
including Norfolk Southern’s $46 million and CSX's $9.5 million.

We would like to fo!'ow up with a meeting with you in your office to discuss
appropriate next steps. In lieu of fulfilling certain of these promises, which the
passage of time may have made inadvisable, we are prepared to discuss other
open issues which the Commonwealth, the City and PIDC desire to have
resolved, and thus conclude the oversight process.

Please let me know times and dates that would be convenient with you.
Attendees from the Governor's Office, the Philadelphia Commerce Department,
and our elected representatives will also be invited to participate.

Sincerely,
{

<,,-
(\—zg'»»\l("/ /Jl/'\/
[

EDWARD W. DUFFY
Vice President

EWD/js

cc: Hon. Edward G. Rendell
Hon. Arlen Specter
Hon. John F. Street
Stephanie Naidoff
Peter Longstreth




COMMENTS OF THE

COMMONWEALTH OF PENNSYLVANIA

AND

CITY OF PHILADELPHIA

AND

PHILADELPHIA INDUSTRIAL DEVELOPMENT CORPORATION

ON

STB FINANCE DOCKET NO. 33388 (sub. No. 91)

CSX-NS — CONTROL & OPERATING LEASES/AGREEMENTS - CONRAIL

APRIL 2, 2004

Tue Commonwealth of Pennsylvania (Commonwealth), City of Philadelphia (the City)
and Philadelphia Industrial Development Corporation (PIDC) thank you for this

opportunity to comment on our experience in the five years since the Surface
Transportation Board (STB) approved, subject to various conditions, the acquisition of
Control of Conrail by CSX and Norfolk Southern (NS) Corporations.

At the time that the Conrail acquisition first surfaced, the City, PIDC, and the
Commonwealth were concerned about its impact on Regional economic development,
jobs, railroad capital investment and corporate citizenship, fearing severe employmer.t
losses and economic dislocation in Philadelphia and across the Commonwealth. In order
to allay these concerns, on October 21, 1997, CSX and NS each sent letters to the
Governor of Pennsylvania and the Mayor of Philadelphia setting forth commitments to
address each of these issues, over a five year period after STB approval.

The Commonwealth and the City submitted these two letter agreements for the STB
record on February 23, 1998, with the understanding that the STB might consider them as
constituting representations that the Applicants will comply with their respective terms.
Our understanding was confirmed v hen the STB released its decision on July 23, 1998,
stating that “applicants must adhere to all the representations they made during the course
of this proceeding, whether or not such representations are specifically referenced in this
decision.”

The Commonwealth, the City and the railroads agreed that the Governor’s Action Team
would act as a clearinghouse to monitor the railroads’ meeting their commitments.




These letters, and a chart outlining both railroads’ commitments, are attached, and their
highlights are summarized as:

Investment in Kvaerner Shipyard, completed by both corporations
Investment in rail-served economic development programs for land
acquisition, facility construction and rail infrastructure installation, CSX
committing $1 M/year, 5 years, and NS $3 M/year, 5 years, total $20 M.
Private contracts to encourage shippers to use rail, CSX committing $2
M/year, 5 years, and NS $5 M/year, 5 years, total $35 M.
Conrail to remain headquartered in Philadelphia, employing 350; CSX to
employ 185 in Philadelphia; NS to employ 75 in a Philadelphia Mid-Atlantic
Regional Headquarters, and to create 150 new rail-related jobs.

5. Capital investment, various facilities constructed in Philadelphia.

6. Corporate citizenship, active participation in civic and charitable affairs.

Our experience in achieving compliance with these commitments has been mixed. On
the positive side, the Kvaerner investments have been made, CSX has completed its
proposed Philadelphia capital investments, and Delaware River Port Authority has begun
one of four development projects proposed here by NS. The Governor’s Action Team
has confirmed that CSX has committed $550,000 in private shipper contracts to
encourage rail, and NS has claimed, but the Governor’s Action Team has been unable to
confirm, that it has committed $15.7 M in private shipper contracts.

On the other hand, the Governor’s Action Team has identified only one project, for a
total of $81,000.00 that was approved by CSX and NS out of the proposed $20 M of rail-
served economic development programs, while a $900,000.00 clearance improvement
project for Northeast Philadelphia was rejected by them.

Recently, CSX negotiated a land sale to our Port discounted by the remainder of their
econemic development commitment, after our Port claimed zoning jurisdiction over a
railyard that CSX proposed to sell for commercial development While we see this as a
positive development, we remain concerned by the pace of the transaction’s progress,
knowing that follow-through must occur beyond the STB’s original oversight period.

Almost the entire $15 M of the NS commitir it to invest in rail-served economic
development programs remains unaccounted for, as well as $21.4 M N, commitment for
the three Philadelphia development projects that they have not begun. These projects are
a Triple Crown facility, an auto terminal, and a track connection at Zoo interlocking.

While we are delighted with the CSX and NS private shipper contract commitments, they
total far less than the $35 M promised, leaving $9.5M of the CSX pledge untouched, and
$9 M of the NS pledge unmet, for a total of almost $19 M uncommitted.




Regarding rail industry commitments, instead of growing employment in Philadelphia,
CSX and NS, and their new holding Conrail, have radically reduced employment in
Philadelphia. According to records compiled by the City Department of Revenue in
Marci 2004, CSX employs 167, NS employs 6, and Conrail employs 33 in the City of
Philadelphia, a shortfall of 18 employees at CSX, 219 at NS, and 317 at Conrail, for a
total rail industry shortfall of 554 employees.

Regarding corporate citizenship, while the City has attempted to engage CSX in actively
participating with the City to increase public access to new waterfront parklands that the
City has been developing along their Schuylkill River right-of-way, and sought their
partnership in devising reasonable safety measures such as state-of-the-art pedestrian
grade crossings to implement the City’s objectives, it remains to be seen whether CSX
will cooperate to make the Park a reality.

To conclude, while thousands of rail industry jobs in Philadelphia and across the
Commonwealth have already been lost through the acquisition of Conrail, the
commitments made to the Governor of the Commonwealth of Pennsylvania and the
Mayor of the City of Philadelphia by CSX and NS in 1997 remain only partially realized
and not fully documented. The Commonwealth, City and PIDC respectfully request that
the STB extend its overcight period during which these commitments must be fulfilled,
and that the STB establish metr cs to regularly monitor their progress toward full
commitment, according to a schedule.

Undertaking the clearance improvement project for Northeast Philadelphia, at Willets
Road on Conrail’s Bustleton Branch, will benefit an entire rail-served industrial park and
particularly an active rail shipper denied access to the new larger cryogenically
refrigerated boxcars by the clearance impediment. This project will make a positive first
step for the STB to exercise oversight of the Applicants adhering to their representaiins.

Monitoring achievement of employment commitments for Conrail, CSX and NS in the
City of Philadelphia would be another important metric, as would completion of capital
investments in proposed Philadelphia projects.

Considering the railroads’ pace in adhering to their representations during the nitial five
year period, and the length of time necessary to plan and construct capital improvements,
we suggest to the Board that it extend its oversight of its Decision for an additional five
year period of time. We also understand that with the passage of time, certain of the
unmet commitments of October 1997 may not now be necessary, and so we urge the
Board to impose alternative conditions where relief from these commitments may be
advisable, in order to remediate the profound impacts of the Conrail loss. We offer to
assist the Board in identifying alternative special conditions for remediating this loss.




NORFOLK
SOUTHERN

Norfolk Southern Corporation g:\,.-d R. E,”.
Three Commercial Place arman, Fresident and
Norlolk, Virginia 23510-2191 Chiet Executive Officer
804 629-2610

October 21, 1997

The Honorable Thomas Ridge The Honorable Edward Rendel)
Governor of Pennsylvania Mayor of Philadelphia

225 Main Capitol City Hall

Harrisburg, PA. 17120 Philadelphia, PA. 19107

Dear Governor Ridge and Mayor Rendell:

T appreciat: the commitment and cooperation you and your representatives have
we have worked toward a murual understanding of
and the City resulting from the proposed
greement about the significant issues has been our objective. ] believe
the goal is achievable and offer the following proposals toward that end:

L Economic Development

Norfolk Southern, the Commonwealth and the City will enter into an
unpreccdented public-private partcrship to encourage rail-oriented industury to locate in
Philadelphia and across Peansylvania. Our respective commitments include:

A.  Norfolk Southern will provide $10 million in cash investments to supplement the
public effort 10 attract Kvaerner ASA 10 the Philadelphia Navy Yard. Our
payments, which will be directed by the state and city, will be made in five (5)
equal, annual installments, with the initial installment to be madc on July 1, 1998.

Norfolk Southern, working with the Department of Community and Economic
Development, the Governor’s Action Team and the Philadelphia Industrial
Development Corporation (“PIDC"), will expend a minimum of $15 million in
the five (5) years after STB approval of the Conrail Acquisition for rail-served
economic development programs in Philadelphia and across thc Commonwealth
These programs will assist in land acquisition, facility construction and rail
infrastructure installation with a focus on the Philadelphia Naval Business Center
(“PNBC™.

To complement the prior efforts, Norfolk Southern will pursue additiona]
economic development incentive programs to encourage rail-criented industry to
locate in Philadelphia and across the state. Working with the Department of

Operatng Subsidizrios: Norfolk Southern Raiway Company / Nuth American Van Lines, Inc,




The Honorable Thomas Ridge
The Honorable Edward Rendell
October 21, 1997 - Page 2

Community and Economic Development and the Governor's Action Team,
Norfolk Southern will provide up front capital through these programs to assist
potential rail customers in their costs of land acquisition, facility construction and
rai! infrastructure installation in exchange for contractual obligations for
acceptable levels of rail business. After STR approval, Narfolk Southern will
make available for such projects a maximum of $5 million annually and will
con‘ine this program for a2 minimum of five (5) years, thus making an additional
$25 million available for rail-oriented economic development projects.

The City of Philadclphia, through the PIDC, and Norfolk Southern plan to execure
a Development and Marketing Agreement that is being developed for the PNBC.

The Delaware River Port Authority and Norfolk Southern plan to execute an
agreement that is being developed for the Jocarion and operation of Norfelk
Southem’s intermodal terminal, referenced in [I1.B., at the AmeriPort Intermodal
Terminal.

The Commonwealth of Pennsylvania will approve the exrenditure of ISTEA
funds for signalizztion and track improvements on the Chambersburg line and

such additional Pennsylvania projects as may subsequently be autharized by

Congress involving lines owned or operated by Norfolk Southemn, including the
Erie track relocation project.

Job creation is one of the principal goals of our combined economic development
Additionally, Norfolk Southern's job creation efforts will include:

A Mid-Atantic Regional headquarters will be located in Philadelphia. Initally,

there will be seventy-five (75) jobs, including a Regional Vice President, at this
site.

One-hundred-fifly (150) new rail-related Jjobs will be created as a result of
Norfolk Southern commercial and operational activities in the Fhiladelphia area
during the three years after STB approval of the Conrai] Acquisit'on.

CSX and Norfolk Southern will Jointly own Conrail Ine. Philadelphia will remain
as the headquarters of Conrail Inc. for the 350 positions involved with the
operation of the “Shared Assets Arcas” and other continuing Conrail activities.




The Honorable Thomas Ridge
The Honorable Edward Rendell
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Capital E i
The operating plan filed with the STB identifies more than $235 million in capital

Improvement expenditures by or on behalf of Norfolk Southern in Pennsylvania. This is

the largest expenditure by Norfolk Southern in any single state and includes an

investment of more than $30 million in Philadelphia for four INajor projects:

A Triple Crown facility ($4 million);

B. Intermodal facility ($10 million);

Automobile facility ($16 million); and

Track connection at Zoo interlocking ($1.4 million).

Passenger Rajl

years. Norfolk Southern agrees, subsequent to
T0 negotiate seriously and in good faith the extension of SEPTA service on the Harrisburg
and Morrisville lines, and such other issues as may be appropriate.

Norfolk Southern will be an active participant in civic and charitable affairs in

Philadelphia and throughout Pennsylvania and, together with CSX, wil) encourage
Cornail to fulfill its philanthropic commitments as o. this date.




The Honorable Thomas Ridge

The Honorable Edward Rendell
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also are conditioned upon fulfillment by Pennsylvania and Philadelphia of their reciprocal
commitments, reflected in this letter and in the agresments under developrent.

requirements with CSX. | believe that we and CSX are in agreement about the objectives and
expeathnyouﬁnmemmializeyowmﬂumdingsﬁth CSX in a similar fashion.

This unprecedented public-private partnership demonstrates Norfolk Southern's
commitment to Pennsylvania and Philadelphia and 1o their future economic prosperity. We are
excited about the opportunities that Jie ahead and look forward 1o working closely with you.

Sincerely,




i Onep James Cenler
Richmand, Virginla 23219
(804) 7821434

John W. Snow
Chairman. President
Chief Exacutive Officer

October 21, 1997
: A -
NS (4 NRmosAL

The Honorable Thomas Ridge The Honorabic Edward Rendell
Governor ‘ " Mayor
Commonwealth of Peansylvania City of Philadelph:a
225 Main Capitol Ciry Hall
Harrisburg, PA 17120 ~ Philadelphia, PA 19107

Dear Governor Ridge and Mayor Rendell:

We have worked together in a cooperative team over the last seven months, starting
just after the announcement of the acquisition of Conrail by CSX and Norfolk Seuthern. We
believe this historie transaction will provide competitive freight transportation to the Northeast
that will benefit all shippers by providing improved value for rail freight transportation.
Specifically, we have worked with represcntatives of the Commonwealth, the City of
Philadelphia, SEPTA and the Port on cconomic development projects that can provide future
benefits for the citizens of Pennsylvania. This letter outlines proposals neccssary to advance
developments of these projccts consistent with. the Commonwealth’s and City's active support of
the acquisition to the Surface Transportation Board.

|. Economic Dcyelopment

CSX, the Commonwealth and the City will enter into a public-private partnership
in recognition of the changes that will occur in the Philadclphia arca and to encourage rail-
oriented industry to locate in Philadelphia and across Pennsylvania. This partnership also will

benefit the Jones Act trades, in which Sea-Land, a CSX subsidiary, patticipates. Our respective
commitments include: ;

A. CSX will provide $10M in cash investments to supplement the public
effort 1o attract Kvaerner ASA to the Philadelphia Navy Yard. Our
payments, which will be directed by the state, will be made in five (5)
equal, annual installments, with the initial installment to be made on

~  Julyl,1998. :

—-  B. CSX will cxpend a minimum of $1M per yesr over the five (5) years (3
total of $SM) after merger approval for rail-served economic
development programs in Philadelphia and acrcss the Commonwealth.
These pragrams will assist in land acquisition, facility construction and
rail infrastrueture improvements with a focus on Philadclphia.

. Post Office Bex 85829, RICond, Virginia 232858629 *
* FAX (804) 7826734 *
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. To complement these efforts, CSX will establish a new economic

developrnent incentive program to encourage rail-oriented industry to
locate in Philadelphia and across the Commonwealth. Working with
the Department of Economic and Community Development and the
Goveror's Action Team, CSX will provide capital through these
programs to assist potential rail customers in their costs of land
acquisition, facility construction, installation of rail sidings, ctc., in
exchange for contractuzl obligations for certain levels of rail business.
After STB approval, CSX will make available $2M per year over a
five year period (a total of $10M) for this program.

. The City of Philadelphia, through the PIDC, and CSX will execute a

Marketing Agreement for the City of Philadelphia.

. The Delaware River Port Authority and CSX will execute an

agreoment for the development and operation of its intermodal
terminal at Greenwich Yard,

. The Commonwealth of Pennsylvania will seek, along with CSX, and

approve the expenditure of federal funds for clearance improvements
on the West Trenton line from Philadelphia to the New Jersey border
and approve funding for any such additional Pennsylvania projects as
may be subsequently authorized by Congress involving lines owned or
operatcd by CSX. o

. The Commonwealth, the City of Philadelphia and CSX agree that it is

in the Commonwealth's economic interest to have a strong, well-
maintained and strategically localed rail freight infrastructure.

Iobs

Job creation is the principal goal of our combined economic development
cfforts.

_A

CSX and Norfolk Southemn will jointly own Conrail, Inc. Philadelphia
will remain as the headquarters of Conrail, Inc. which, as detailed in
our application to the STB, will havo 350 positions involved with the
operation of the “Shared Assets Areas” and other continuing Conrail
activities. :




B. Thinty-five new rail-related jobs will be created in addition to 150
existing jobs, as a result of CSX commercial and operational activitics

in the Philadelphia area during the three years after STB approval of
the acquisition.

. CSX anticipates establishing a regional offic= ir Philadelphia that will .
include government relations, industrial development, sales and
operations.

3. Capital Expenditures
The operating plan filed with the STB identifies more than 527M in

" capital |m|;mvunen! expenditures by CSX in Pennsylvania with at least 322M in
Philadelphia for three major projects: -

A Intermodal facility ($15SM). (The Delaware River Port Authérity has
offered to fund the construction of this facility pummm to the
agreement referred to in paragraph 1E.)

B. Track connection at Bastwick interlocking ($4M).

C. Belmont liding ($3M).

4. [Bassenger Rail

Freight and passenger operations share track in more than half of SEPTA's
service territory. Our CSX team has begun to work closely with SEPTA, Conrail and the
Norfolk Southem to ensure safc on-time passenger and freight operations. CSX will
consent to Conrail extending the SEPTA Trackage Rights Agreement for an additional
five years as Jong as SEPTA provides unqualified liability coverage for CSX and the
Conrail Shared Area Operations company (CSAO) backed by b:md indemnification
language and insurance.

S cim_nnd_ChamAhh.Gx!mx

After STB approval, CSX along with Norfolk Souther and Conrail, Inc.
will ensure that all of Conrail's philanthropic obligations as of the date of this letter are
met. The three companies will be active members of the civie and charitable community
in Philadelphia and throughout the Commonwealth.




6. Regulatory Review

On or before October 21, 1997, the Commonwealth of Pennsylvania and
the City of Philadelphia will file written statements of support for the Conrail acquisition
with the STH. We anticipste that you will encourage other elected officials and public
ageacies, including SEPTA and the DRPA, to file timely statements of support and will
atherwisc continue to support the acquisition.

CSX's authority te acquire Conrail and expand operations in Pennsylvania
and, therefore, the terms of our agreemcnt, are expressly conditioned upon approval of
the Conrail acquisition by the STB. Of course, CSX obligations contained in this letter
arc subject to r*:e Commonwecalth and the Cily satisfying their obligations.

Some of the issues [ have addresscd have common elements or mutual
requirements with Norfolk Southem. | believe that we and Norfolk Southem are in
agreement about the objectives and expect that you will memorialize your understandings
with Norfolk Southem in a similar fashion.

I look forward to working closely with you in the future.

ly,




PATTON BOGGS, L.L.P.
2550 M STREET. N.W.
WASHINGTON. D.C. 20037-1350
(202) 457-6000

FacsimiLe (2021 457-6315 WRITER'S DIRECT DIAL

(202) 457-6424
PA-10

February 23, 1998

The Hon. Vernon A. Williams, Secretary
Surface Transportation Board :
1925 K street, NW

Suite 700

Washington, DC 20423-0001

Re: Finance Docket No. 33388, CSX and Norfolk Southern --

Control and Operating Lease/Agreements -- Conrail
Dear Secretary Williams:

On behalf of the Commonwealth of Pennsylvania, Governor Thomas J. Ridge and the
Pennsylvania Department of Transportation (collectively, "Pennsylvania™), I write in part to
restate Pennsylvania's support for Applicants' proposed transaction.

Pennsylvania is also pleased to submit for the record two letter agreements dated October
21, 1997: one with Norfolk Southern and the other with CSX. The Mayor of the City of
Philadelphia is also a party to both letter agreements.

Pennsylvania is furnishing these agreements to the Board because it would like the Board
to be aware of their existence and terms. Pennsylvania understands that while the obligations
stated in the agreements depend upon Board approval of the proposed transaction, the
agreements do not require the imposition of any conditions by the Board. Nonetheless, the
agreements may be considered by the Board as constituting representations that the Applicants
will comply with their respective terms. See Union Pacific/Southern Pacific merger case,
Finance Docket No. 32760, Decision No. 44 served August 12, 1996 at p. 12, n.14. Accordingly,
Pennsylvania is pleased to submit these agreements for inclusion in the record in this proceeding.

Sincerely,

™ il

/{T\‘H‘- A,

John L. Oberdorfer

parties of record
(attachment to parties on confidential service list only)




PHILADELPHIA INDUSTRIAL DEVELOPMENT CORPORATION

WILLIAM P. HANKOWSKY February 23, 1998
President

The Honcrable 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 and
CSX Transportation, Inc. et al. -- Control and Operating
Leases/Agreements -- Conrail, Inc. and Consolidated Rail Corporation

Dear Secretary Williams:

We represent the Philadelphia Industrial Development Corporation ("PIDC") and the
City of Philadelphia ("City"). We filed joint comments supporting Applicants' proposed
transaction on October 21, 1997. We reiterate that support.

We also write to join in the letter request of this date filed by the Commonwealth of
Pennsylvania, Governor Thomas J. ridge, and the Pennsylvania Department of
Transportation (collectively, "Pennsylvania”) to make a part of the record in these
proceedings the two letter agreements dated October 21, 1997 which are referenced in
Pennsylvania's letter request. The City, through its Mayor, is a party to one of those
agreements with CSX; it is a party to the other agreement with Norfolk Southern. In
addition to joining in Pennsylvania's request to make both of those agreements, which
are enclosed with Pennsylvania's letter request a part of the record, the City also joining
in the comments set forth in paragraph three of Pennsylvania's letter request.

ﬁ(ﬁ <ﬁ4uwr:

Executive Vice/President

(\,fz[é;alm )é ///‘/""6756\"/5 A/_Q
WILLIAM R. THOMPSON

Chief Deputy City Solicitor
City of Philadelphia Law Department

GCS:jmw

2600 Centre Square West 1500 Market Street Philadelphia PA 19102-2126 215.496.8020 Fax 215.977.9618




CONRAILICSX/NORFOLK SOUTHERN
ECONOMIC DEVELOPMENT COMMITMENTS

Commitment

1
Kvaerner investment - $ .. millon

Whhﬂm\dﬂhﬂmﬂ!ymﬂc&mhmww
Commwonwealth.
CSX - $5 milion over 5 years
NS - $15 milllon over 5 years

Emmmmmnmmwum
mwmwwmwuumwmun

CSX - $10 milion over 5 years

NS - $25 milion over 5 years

mm-dmmmmoc.
o«wawwm
Jdobs
Philadelphia HQ for Convail and Shared
Assels - 350 Jobs
CSX Philadelphia empoymeril lo 185
NS: Philadeiphia regional HQ with 75 empluyees inlially.
150 new rail-related jobs within 3
years of STB approvas.

Capital Expenuiivies

NS: $4 miion for Triple Crown laciity
$10 milion for Inlermodat
$16 millon sulc ‘acility
$1.4 milion for Zoe Wack connection

CSX: $15 millon in intermodat
$4 milllon In Eastwick track connection
$3 millon et Beknont siding

Passengaer Ball
5 year exiension of SEPTA operaling ayreement.

Enswe all of Cunvail's obigations mel.

CSXConvrall and NS all 10 be aclive
in Philadelphia and PA civic end
charitable cormmunity.
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BEFORE THE
SURFACE TRANSPORTATION BOARD

FINANCE DOCKET NO. 33388 (Sub-No. 91)

CSX CORPORATION AND CSX TRANSPORTATION. INC.
NORFOLK SOUTHERN CORPORATION AND
NORFOLK SOUTHERN RAILWAY COMPANY Office ENTERED
-CONTROL AND OPERATING LEASES/AGREEMENT- ce of Proceedings
CONRAIL, INC. AND CONSOLIDATED RAIL CORPORATION APR 26 2004

[GEINERAL OVERSIGHT] rn

Publle Botord

WRITTEN STATEMENT OF R. ADM. RICHARD M. LARRABEE, USCG RET.
ON BEHALF OF THF PORT AUTHORITY OF NEW YORK AND NEW JERSEY

My name 1s Richard M. Larrabee, and I am Director ~f Port Commerce for the
Port Authority of New York and New Jersey. In that capacity, | am responsible for the
promotion, protection and development of the Port of New York and New Jersey, and the
initiation, development and operation of the facilities and programs that support the
region’s economy.

My responsibilities include management and direction of the Port Authority’s
marine terminals in Elizabeth and Newark, New Jersey as well as in Brooklyn and Staten
Island, New York. Iam responsible for gumding policy implementation for the Port
Commerce Department in such areas as dredging, new business development, long-range
planning and financial matters. The Port Authority’s relationships with rail carriers
serving its marine terminal and other facilities are the responsibility of the Port

Commerce Department.




The Port Authority submitted comments at the hearings in Trenton last month
regarding the cooperation that has existed among the carriers and the Port Authority
within the North Jersey Shared Assets Area. In those comments it was pointed out that,
due in large part to Port Authority investments in terminal facilities and on-dock rail
facilities, rail volumes moving through the New York/New Jersey Port have dramatically

increased over the last ten years. In 1993, the Port handled some 50,000 rail containers

of export/import freight. Last year that number had grown to 233,000 containers, and for

the first quarter of 2004, the number of containers has been 28 percent higher than the
same period in 2003. In Trenton, the Port Authority also noted that its plans call fc - the
investment of $438 million between 2002 and 2009 to improve and expand rail capacity
at facilities served by Conrail, CSX and Norfolk Southern.

By statute, the Port Authority is limited as to the geographic area within which it
may make capital investments. The Port Authority may not invest in projects outside the
Port District, which is roughly a 25 radius around the Statue of Liberty. Accordingly,
while the Port Authority can seek to improve the infrastructure upon which efficient rail
transportation depends within the Port District, it is wholly dependent upon the carriers,
and others to maintain the efficiency of the inland rail transportation network outside that
District. We look to the Board to be vigilant in protecting our strategic investments for
our port and our nation and, we look to the Board to encourage the railroads to provide
timely and reliable service to our region’s consumers and businesses so that we may
maximize the return on the rail infrastructure investments made by the Port Authority and

our regional partaers.




During the middle of the previous century, the Port of New York/New Jersey was
served by as many as seven Class | rail carriers. Unfortunately, for a host of reasons, the
service provided by those ultimately bankrupt carriers was at a level that the Port became
almost entirely dependent upon motor carrier service. This, of course. 'ed to the
inevitable truck congestion that has clogged the highways of the Northeast to this day. In
1975, with the formation of Conrail the Port lost intramodal rail competition as only
Conrail served the Port in any meaningful way. The Port did, however, obtain some
competitive relief in the form of geographic competition with Conrail serving New
York/New Jersey as its main port while other carriers served competing North and South
Atlantic ports. While this geographic competition did prod Conrail to improve service
and take innovative steps that allowed for some growth in the Port’s rail traffic, it did not
provide similar geographic competition for the region generally. It was the consistent
position of the Port Authority that the Port, as the largest port in the nation served by a
single rail carrier to any significant degree, was at a serious disadvantage versus
competing ports. Similarly, the region, the largest in the nation served by a single rail
carrier, was also at a substantial disadvantage. Thus, the Port Authority consistently
sought a second major carrier to serve the Port and the region.

The acquisition of Conrail by CSX and Norfolk Southern has provided for that
long-awaited intramodal competition at the Port and in the region. While the Port
Authority did have some reservations regarding the ability of the financially strained
acquiring carriers to provide for the necessary infrastructure improvements within the

Shared Assets Area, it ultimately supported the Conrail acquisition before this Board. 1

am pleased to report to you that that has proven to have been a wise decision.




The head to head competition between CSX and Norfolk Southern has resulted in
significant innovation and the growth in the Port’s rail traffic to which I previously
referred. CSX and Norfolk Southern are not, however, solely responsible for the growth
in traffic. The entire rail network must operate smoothly and efficiently if operations in
any one region of the country are to prosper. While we at the Port of New York/New
Jersey must look to CSX and Norfolk Southern for efficient service, they, in turn, must
look to their connections for the same efficiencies.

Recent press reports of trouble brewing on the Union Pacific are giving us pause.
To the extent that such operational problems spread to the East, as they did during the
post Union Pacific/Southern Pacific merger period, the welfare of the Port’s rail
operations could be prejudiced. The Port Authority fully recognizes the difficulties that

you, Mr. Chairman have faced in being the sole Board member during the recent past,

and we hope that assistance is on the way. With a full compliment of Board members we

trust that you will continue active oversight of the rail network, not merely with respect to
the Conrail acquisition, but with respect to the entire network. To the extent that further
Board actions become necessary to prevent service disruptions that threaten to slow
traffic growth through the Port of New York/New Jersey, and to slow economic growth
generally, we trust that the Board will be quick to respond to take such acticns.

Thank you Mr. Chairman for the opportunity to present these remarks.
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INTERMODAL ASSOCIATION OF NORTH AMERICA

~ ENTERED
Dffice of Proceedings

April 26, 2004 APR 2 6 2004

Honorable Vernon A. Williams
Part of
Secretary Public Record
Surface Transportation Board EERI P
1925 K Street, NW 3}.96 X
Washington, DC 20423-0001 RE:  Finance Docket No._.33323 (Sub-No. 91)
Conrail Transaction — General Oversight

Dear Mr. Williams:

On behalf of the Intermodal Association of North America (IANA), | would like to encourage the Surface
Transportation Board to conclude its formal oversight of the Conrail Transaction in which CSX and Norfolk
Southern were authorized to jointly acquire and divide the routes of Conraii, retaining with Conrail only limited
operations in the “Shared Assets Areas.”

IANA represents the combined interests of 500+ intermodal freight transportation companies, including
railroads, intermodal drayage and highway motor carriers, intermodal marketing companies, ocean carriers
and industry equipment and service suppliers. IANA promotes the benefits of intermodal freight transportation
and encourages growth of the industry through innovation, improved service and operating efficiencies Its
members are vitally interested in public policy issues.

Intermodal freight transportation is one of the fastest growing segments of our country’s transportation network.
In a recent study, the U.S. Chamber of Commerce has projected that cargo volumes will increase by 67% by
the year 2020. A similar forecast was released by the Federal Highway Administration of the U.S. Department
of Transportation. The division of Conraii's routes -- especially those into the Northeast -- and the integration
of Conrail’s traffic base into the respective CSX and NS intermodal networks has been a contributory factor in
the growth of intermodalism over the past five years. Specific IANA members have expressed satisfaction with
the implementation of the Conrail transaction and many have benefited from it.

From the Association's perspective, the Board's Oversight of the Conrail Transaction has been a success. |
believe | can speal« with some confidence on this subject, because | was a member of the Conrail Transaction
Council and followed first hand the pre-Split planning and post-Split implementation. The Conrail Transaction
Council, created by settliement agreements and imposed by the Board as a condition, provided an outstanding
opportunity for shippers, trade associations, and other interests to come together for monthly pre-Split briefings
with opportunities to ask, and get answers to, hard questions. | know that the Board followed those meetings
as just one part of its extensive oversight of planning and implementation. The carriers were open to comments
and suggestions, and were very responsive to our questions. The satisfaction of the Council members with the
process was underscored by our knowledge that the Board was watct.ng the carriers even more closely.

| believe that the trade association members of the Council, like IANA, played a small, but important role in the
success of the Conrail Split, by widely disseminating important information to their members related to
processes and procedures that would be affected by the Split. After Split date, the carriers reported that they
had received virtually no misbilled shipments and gave much of the credit to the Council members for their
work.

7501 Greenway Center Dr., S-720 ® Greenbelt, MD 20770-6705 % Phone: 301.982.3400 # Fax: 301.982.4815
Email: IANA@intermodal.org ® Web-site: www.intermodal.org




Hon. Vermon A. Williams
April 26, 2004
Page 2

The actual operational implementation of the Conrail Split was completed years ago, and while oversight has
continued, IANA's members have not raised any transaction-related issues subsequent to the Split.

While the burden on CSX, NS, and Conrai! from continued oversight may seem insignificant given their size
and resources, it does nonettieless require the expenditure of resources that are diverted from other matters.
This same theory of resource allocation could be applicable to the Board. From my work on the Conrail
Transaction Council, | saw first hand how seriously the carriers have taken the Oversight process and how
much management time and energy was devoted to making it the success that it was. Consequently, now that
the Board's Oversight period is coming to an end, IANA sees no reason to continue regulatory monitoring of
this Transaction and respectfully submits that there is no need to extend the five-year Oversight period.

Sincerely,

w2 o~ [ >
~ - ‘,‘
> /’/?

P/

Joanne F. Casey
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COMMENTS OF THE
COMMONWEALTH OF PENNSYLVANIA DEPARTMENT O COMMUNITY
AND ECONOMIC DEVELOPMENT

ON

STB FINANCE DOCKET NO. 33388 (sub. No. 91)

CSX-NS - CONTROL & OPERATING LEASES/AGREEMENTS — CONRAIL

MAY 3, 2004

By order issued July 20, 1998 (the “Approval Order™), the U.S. Surface Transportation
Board (the “Board™) approved with conditions a complex transaction which included the
acquisition of control of Consolidated Rail Corporation (“Conrail™) bv CSX Corporation
(*CSX™) and Norfolk Southern Corporation (“Norfolk Southern™) and the division of
Conrail’s operating assets between CSX and Nortolk Southern (the “Conrail
Transaction™).

By order dated February 12, 2004, the Board scheduled two hearings, on April 2, 2004
and May 3, 2004, to offer interested parties an opportunity to express concerns they may
have regarding the Conrail Transaction. The Board's order stated that the May 3 hearing
will deal with all aspects of the Conrail Transaction other than shared asset areas.

The Commonwealth of Pennsylvania, acting by and through its Department of
Community and Economic Development (the “Commonwealth™), thanks the Board for
this opportunity to comment on our experience with the Conrail Transaction.

Our comments will be limited to one issue: the failure by both Norfolk Southern and
CSX (such parties collectively, the “Purchasers™) to comply fully with their
representations set forth in separate letter agreements, from Norfolk Southern and from
CSX respectively, each dated October 21, 1997, addressed to the Governor of the
Commonwealth of Pennsylvania and the Mayor of the City of Philadelphia (the “City™)
and subsequently submitted for the record.

These letter agreements had been negotiated between the Purchasers, on the one hand,
and the Commonwealth and the City, on the other hand, to address and alleviate the
concerns of the Commonwealth and the City that the Conrail Transaction could have a
massive adverse effect on economic development, jobs, railroad capital investment and
corporate citizenship in Philadelphia and across the Commonwealth. In consideration of
these letter agreements, the Commonwealth and the City supported the Conrail
I'ransaction before the Board. As Governor Ridge and the Commonwealth stated in PA-
8 (filed October 21, 1997, the same date as the letter agreements):




Representatives >f the Governor and the Pennsylvania Department
of Transportation have '.ud numerous meetings with the Applicants
regarding the benefits of the transaction for Pennsylvania. During
the course of these meetings and in their filing Applicants have
made commitments regarding investments and other benefits to the
Comnioiwealth. These include contributions to Pennsylvania’s
economic development efforts . . .. We expect the Applicants to
adhere to all commitments made in the Control Application. . . .

The Norfolk Southern and CSX letter agreements are attached as Exhibits A and B hereto
respectively. Attached as Exhibit C hereto is a letter from counsel to the Commonwealth
of Pennsylvania adding the two letter agreements to the record in this matter.

In the Approval Order, the Board directed Norfolk Southern and CSX to “adhere to all
the representations they made during the course of this proceeding, whether or not such
representations are specifically referenced in this decision.”

In its letter agreement, Norfolk Southern stated as follows:

. Norfolk Southern, the Commonwealth and the City [of Philadelphia] will enter
into an unprecedented public-private partnership to encourage rail-oriented
industry to locate in Philadelphia and across Pennsylvania. Our respective
commitments include:

B. Norfolk Southern, working with the Departmeiit of Community and Economic
Development, Governor’s Action Team and the Philadelphia Industrial
Development Corporation (“PIDC™), will expend a minimum of $15 million in
the five (5) years after STB approval of the Conrail Acquisition for rail-served
economic development programs in Philadelphia and across the
Commonwealth. These programs will assist in land acquisition, facility
construction and rail infrastructure installation with a focus on the
Philadelphia Naval Business Center (“PNBC").

". To complement the prior efforts, Norfolk Southern will pursue additional
economic ucvelopment incentive programs to encourage rail-oriented industry
to locate in Philadelphia and across the state  Working with the Department
of Community and Economic Development a1d the Governor’s Action Team,
Norfolk Southern will provide up front capitai through these programs to
assist potential rail customers in their costs of land acquisition, facility
construction and rail infrastructure installation in exchange for contractual
obligations for acceptable levels of rail business. After STB approval, Norfolk
Southern will make available for such projects a maximum of $5 million
annually and will continue this program for a minimum of five (5) years, thus




making an additional $25 million available for rail-oriented economic
development projects.

(emphasis added) These economic development commitments were separate from and in
addition to capital expenditure commitments set forth in section 111 of Norfolk Southern’s
letter agreement.

Norfolk Southern has treated its obligations under its letter agreement ac binding. For
example, in a letter dated April 5, 2001, a copy of which 1s attached as Exhibit D,
Norfolk Southern stated:

While we have not kept you informed on a regular basis, I thought it would be
useful to provide you with a current, comprehensive summary of our investments,
with a specific focus on those programs agreed upon and committed to by Norfolk
Southern and the Commonwealth.

Norfolk Southern has failed to carry out these commitments fully. Its commitments are
expressly stated to be a partnership effort among the respective railroads, the
Commonwealth and the City of Philadelphia. However, while Norfolk Southern has
made substantial unrelated facility improvements, Norfolk Southern has failed to provide
any significant funding for rail-related economic development projects brougit to it for
funding by the Commonwealth or the City. Only one project, for a total of $40,500.00,
has been funded by Norfolk Southern out of the $15 Million for rail-served economic
development programs to which it committed in paragraph I(B) of its letter agrcement.

Likewise, Norfolk Southern has not complied with its commitment set forth in paragraph
I(C) of its letter. It has completely failed to coordinate its projects with the
Commonwealth or the City’s economic development efforts. Moreover, even the
completely independent customer-development projects referred to in its letter attached
as Exhibit D total at most $15.7 million, far less than the $25 million to which it
committed. See Exhibit D, p. 2.

Finally, Norfolk Southern has commenced only one of the four capital improvement
projects to which it committed in Section I of its letter: an intermodal facility being
constructed for Norfolk Southern by the Delaware River Port Authority. Norfolk
Southern has yet to begin construction of its Triple Crown or auto facilities or its track
connection at the Philadelphia Zoo interlocking, a total of $21.4 million of capital
investment commitments which it has not yet commenced.

CSX’s commitments were similar. In its letter agreement, CSX stated as follows:

. CSX, the Commonwealth and the City [of Philadelphia] will enter into a public-
private partnership in recognition of the changes that will occur in the
Philadelphia area and to encourage rail-oriented industry to locate in Philadelphia
and across Pennsylvania. . . . Our respective commitments include:




To complement these efforts, CSX will establish a new economic
development incentive program to encourage rail-oriented industry to locate
in Philadelphia and across the Commonwealth. Working with the Departmen
of Economic and Community Development [sic] and the Governor’s Action
Team, CSX will provide capital through these programs to assist potential rail
customers in their costs of land acquisition, facility construction, installation
of rail sidings, etc., in exchange for contractual obligations for certain levels
of rail business. After STB approval, CSX will make available $2M per year
over a five year period (a total of $10M) for this program.

(emphasis added) These economic development commitments were separate from and in
addition to capital expenditure commitments set forth in section I11 of CSX'’s letter
agreement.

Like Norfolk Southern, CSX has treated its obligations under its letter agreement as
binding. For example, in a letter dated October 29, 2003, CSX requested that the
Commonwealth consider funds proposed to be used to purchase property as a qualifying
expenditure under an “Economic Development Fund to which CSX had committed funds
at the time that Conrail was purchased.”

Although CSX’s record is better than Norfolk Southern’s, CSX has also failed to carry
out its commitments fully. Its commitments are also stated to be a partnership effort

among the respective ailroads, the Commonwealtk and the City of Phiiadelphia. CSX
has funded only $550,000 of its commitment under section [(C) of its letter agreement,
leaving approximately $9.5 million.

Both carriers appear to be taking the position that the Board should consider rail
infrastructure improvements totally unrelated to their 1997 commitments and undertaken
for their own business reasons and without any consultation or cooperation with the
Commonwealth or the City to count toward their commitments.

The Commonwealth urges the Board to reject this position, because it would allow
Norfolk Southern and CSX unilaterally to alter or abrogate their commitments to the
Commonwealth and the City, with which the Board in its Approval Order directed them
to comply. Neither Norfolk Southern nor CSX can claim poverty as an excuse for not
carrying out these cor aitments. Norfolk Southern has just reported record quarterly
revenues and profits', while CSX had strong 2005 resulis, including "tremendous revenue
growth" for the year, and over $300 million in free cash flow.”

www. nscorp.com (news release Apnl 21, 2004)

see http://www csx.com/share/csx/investor/press_release/pressrel4q2003 pdf (news release Jan 27,
2004)




The Commonwealth respectfully requests that the Surface Transportation Board extend
its oversight period during which these commitments must be fulfilled, and that the Board
establish a schedule for their full compliance with their commitments and establish a
means to monitor their progress.

Considering the railroads’ pace in adhering to their representations during the initial five
year period, and the length of time necessary to plan and construct capital improvements,
we suggest to the Board extend its oversight of the Approval Order for an additional five
year period of time.




LEXHIBIT A

LEXHIBIT B

EXHIBIT C

EXITIRIT >

EXINRITI:

Leter to The Honorable Thonas Ridpe, Governor of Pennsylvania und
The Honorabie FEdward Rendel). Mayor of Philadelphia from David R.
Goode, CRO. Norfolk Southern, dated October 21, 1997,

Leter 1o The Honorable Thomas Ridge. Governor and i he Honorable
Fdward Rendell, Mayor of Philadclphia from John W. Snow. CFQ). C'SX
Corporation, dated October 21, 1997,

letter to The Hon. Vernon A. Williams, Scenctary, Surlace Transportation
Roard from John L. Oberdorfer, Patton Bi,, ™ .1.P.. dated February 23.
1998.

Letter to The ilonorable Tomn Ridge, Governor (rom David R. Goode.
Norfolk Southern. daied April 5, 2001.

Letter 10 David Ycager. Dircetor, Governor’s Action Team from U, Kevin
Turley. Assistant Vice President, CSX Real Property. dated October 29,

2003.
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EXHIBIT

NORFOILK
SOUTHERN

Norfolk Southern Carperation ?:\vid A. ,Goodo
Three Coammercial Place Arman, Presidem and
Norfoik, Virginia 23510-2191 Chiet Execunve Officer
904 B29-2610

Octlober 21, 1997

The Ronorable Thomas Ridge The Hoporable Edward Rendel(}
Govercor of Pemsylvania Mayor of Philadelphia

225 Main Capitol City Hall

Harrisburg, PA. 17120 Philadelphia, FA. 19107

Dear Governor Ridge and Mayor Rendell:

1 appreciate the commitment and cooperation you and your representativcs have
demonstrated during the past few movths as we have worked toward a nrurual undersranding of
the benefits and challenpes for the Commonwealth and the City resulting from the proposed
Conreil Acquisition. An agreement about the significant issues has beea our objective. 1 believe
the goal is achievable and offer the following proposals toward thet end:

L Econgmic Development

Norfolk Southem, the Commonweelth and the City will enter inw an
unprecedented public-private partncrship to encourage rail-oriented industry w jocate i,
Philadelphia and across Pennsylvanin. Owr respective commitments include:

A.  Norfolk Southem will provide $10 million in cash investments to supplement the
public cffort 10 attract Kvaermer ASA o the Philadelphia Navy Yard Our
payments, which will be directed by the state and city, will be made in five (5)
equal, annual installmenrs, with the initial installment to be made on July 1, 1998.

B.  Norfolk Southern, working with the Department of Community and Ecanomic
Development, the Governor’s Activon Team and the Philsdelphia Industrial
Development Corporatio (“PIDC"), will expend a minimum of $15 million in
e five (5) years afier STB approval of the Conrail Acquisition for rail-served
economic developmeat programs in Philadelphia and across the Cammenwealth.
These programs will assist in land acquisition, facility construction and rail
infrastructure installstion with a focus an the Philadelphia Nava) Business Center
(‘PNBC).

To complement the prior 2fforts, Norfolk Southern will pursue additional
economic development incentive programs to encourage rail-orienied industry to
locate iu Philadalphia and across the state. Warking with the Department of

Operatng Subsidiaros; Norfolk Southern Ralway Cempany ! Nonh Amreiiczn Van Lines, lne.




The Henorable Thomas Ridge
The Henorable Edward Rendell
October 21, 1937 - Page 2

1L

Jobg
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Community and Economic Development aad the Governey's Action Team,
Norfolk Seuthern will provide np font capital through these programs to assist
potantial rail customers in their costs of land acquisition, facility construction and
rail infrastmctmre insalfation in exchange for contractual obligations for
acceptable levels of rail business. ARer STB approval, Nadfolk Soutbern will
make available for such projects a maximum of SS million annually apd will
centinue this program for 2 minimum of five (5) years, thus making an additional
$25 million available for rail-orientad econamic development projects.

The City of Philsdciphia, through the PIDC, and Norfolk Sauthern plan to execure
a Development and Marketing Agreement that is being developed for the PNBC.

The Delaware River Port Authority and Nosfalk Southess plan to execute an
agreement that is being deveioped for the Jocation and operation of Norfolk
Southern’s intermodal tevminal, referenced in 7ILB., at the AmeriPort fatermndal

Texminal.

The Corvmorwralth of Pennsylvania will approve the expendinure of ISTEA
fands for signalization and track improvements on the Chambersbarg line and
such additional Pennsylivani» projects as may subsequenty be autharized by
Congress involving lines owned or operared by Norfolk Southem, including the
Erie track relocstion pruject.

Tob creation is one of the prineipal goals of our combined economic development
efforts. Additionally, Norfolk Southern's job creation efforts will include:

A Mid-Adantic Reginnal headquarters will be Jocated in Philade]phia. Lnitially,
there will be seventy-five (75) jobs, including a Regional Vice President, ar this
e,

One-huadred-fifly (150) aew rajl-related jobs will be created as a result of
Norfolk Scuthern carumnercial and operarional activities in the Philadelphia area
during the three years after STB approval of the Conrail Acquisition.

CSX and Noxfolk Southern will jointly own Conrail Inc. Philadelphia will recnain
as \be headquarters of Connail Inc, for the 350 positions involved with the
operation of the “Shared Assets Arcas™ and other contimting Conrail activities.




The Honorable Thomas Ridge
The Hanorab~, Edward Rendell
October 21, 1997 - Page 3

UL Caital Expenditares
The operating plan filed with the STB identifies mare than $235 million in cap'tal
improvement expenditures by or pn behalf of Norfolk Southrm in Pennsylvapia. This is

the largest expenditure by Norfolk Southen in any single sute and inclodes an
investment of piore than $30 miltion in Philadelphia for four major projects:

A Triple Crown facility (34 million);

latermodal facility ($10 million);

B
oA Automobile facility ($16 million); and
D

Track cannection at Zoo imerlocking (S1.4 million).

Bassenper Rai]

Freight and passenger rail operations share track in more thag haif of SEPTA's
service temitory. Norfolk Southern, the City and the Cammonwealth will recommend 1o
Conrail and SEPTA that the existing Trackage
years. Norfolk Southern agrees, subsequent w STB approval of the Caoraif Acquis.tion,
T negotinte saciously and in good faith the extension of SEPTA service on the Harrisburg
and Morrisville lines, and such other issues as may be appropriate. '

Ci i

Norfolk Southern will be an active participant in civic and charitable affairs in
Philadelpkia and throughout Pennsylvania and, together with CSX, will encowrage
Conrail to fulfill its philanthropic commitments as of this datc. -

Regulatory Review
On or before October 21, 1997, The Commonwealth of Permsylvania apd the City
of Philadelphia will file writtep statements of support for the Conrail Acquisition with the

STR. Additionally, you have 2greed 10 encourage other elecred officials and public
agencics, including SEPTA acd the DRPA, also 1o file timely statemenns of support.

Notfolk Southern’s commitments in this letter are expressly conditioned upon STB
approval of the Canrail Acquisition substamtially es it was filed on Juge 23, 1997, and therefore,
will take effect only upon closing of the Conrail Acguisidon. Norfolk Southern’s commitreats




The Honorable Thomas Ridge
The Honorable Edward Rendcll
October 21, 1997 - Page 4

also are conditioned upon fulfillment by Pennsylvania and Philadeiphia of their reciprocal
commitments, reflected in this letter and in the egreemrents under development.

Some of the issues I have addressed have cammen elemeants or involve mutual
requirernents with CSX I believe that we and CSX arz in agreement about the objectives and
expect that you will memorialize your understandings with CSX in a similer fashion.

This unprecedented public-private partership demonstrazes Narfolk Southern's
commitment to Pennsylvania and Philadelpivia and to their future economic prosperity. We gre
excited abour the opportuniti=s that lie ahead and Jook forward 1o working closely with you.

Sincerely,

Dawvid R. Goode
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BEXRIR(T B One James Center
Richmond, Virginia 23219
(804) TR2 1434

John W. Snow
Chairman. Preaxdant
Chied Exacunve Officar

OctoB_er 21,1997

The Honorahle Thamas Ridge : The Honorable Edward Rendell
Gavernor : " ‘Mayor

_ Commonwealth of Peansylvania City of Philadelphia
225 Main Capitol : Ciry Hall .
Harrisburg, PA - 17120 : Philadelphia, PA 19107

Dear Governor Ridge and Mayer Rendcll:

- We have wotked together in a coopenative team over the Jast seven months, starting
just aftee the announcement of the acquisition of Conrail by CSX and Norfolk Southem. We
believe this historlc transaction will provide competitive freight transportation to the Northeast
that will benefit all shippers by providing impraved vatuc for rail freight transpartation.
Specifically, we have worked with represcentatives of the (Commonwealth, the City of
Philadélphia, SEPTA and the Port on cconamic development projects that can provide future
benefits for the citizens of Pennsylvania. This letter outlines proposals neccssary (o advance
developments of these projocts consisient with the Commonwealth’s and City’s active suppott of
the acyuisition to the Surface Transportation Soard. ;

(. Economic Development i
CSX, the Cnmmmwcahh.md the City will enter into 2 public-private partoership
in recognition of the changes that will eccur in the Philadclphia arca e to encourage rail-
oricnted industry 10 locate in Philadelphia and across Pennsylvania. This partucrship also will

beactit the Jones Act tradcs, in which Sca-Land, a CSX subsidiary, participates. Our respective
commitnients include: . :

A. CSX wilf provide S10M in eashinvestments to supplement the public
effort to attract Kvactuer ASA 1o the Philadelphia Navy Yard. Our
peyments, which will he directed by the state, will be made in five (5)
eqnal, anrual installments, with the inltial instaliment 10 be made on

== Julyl, 1998.

—- B. CSX will cxpend a rininmum of $1M per year over the five (5) yeus (2
total of $5M) sfter merger approval for rail-served economic
rograms in Philadelphiz and across the Commonwealth.
These programs will assist in land acquisition, facility construction and
rail infrastruchire improvements with a focus on Philadelphia.

- Prag Ofbca Oom G562, Hichmond, VINgInia 227855829 ©
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C. To complement these ciforts, CSX will extablith 2 uew cconomic
development incentive program lo encourage nail-orientad industy to
locata in Philade!phiz and acvoes the Commonwealth. Working with
the Depariment of Ezonomic and Cammunity Develepment and the
Governor's Action Team, CSX will provide capital through these
programs to assist potentisi rail customers in their costs of land
acquisition, facility canstruction, installation of rail aidings, ¢, in
exchange for contractuzl obligations for certain levels of vail business.
Aftcr STB approval, CSX will make svailable $2M per year over 2
five year period (2 total of $10M) for this program.

. The City of Philade!phia, through the PIDC, and CSX will execute a
Marketing Agreement for the City of Phitadelphia.

. The Delaware River Port Autharity and CSX will execule an
agreement for the devclopment and operation of its intexmodal
terminal at Greenwich Yard.

. The Commonwealth of Peansylvania will seek, along with CSX, and
spprove the expenditure of federal funds for clearance improvements
oun the West Trenwon line from Phitadelphia to the New Jorsey barder
and approve funding for any such additional Pennsylvanis projects as
may be subsequently avthorized by Cangress involving lin=¢ awned or
openated by CSX. =

. The Commonwealth, the City of Philadelphia and CSX agree that it is
in the Commonweaith’s cconomic interest to have a strong, well-
maintzined and strategically lacated rail freight infrastructure.

~ Iobs '
. Job creation is the principal goal of our combined economic development
efforts. ;

. A, CSX snd Norfalk Southern will juintly own Counail, Inc. Philadelphia

"™ willvemain as the haadquarters of Conrail, Inc. which, as detiled in
our xpplication to the STB, will have 350 positions involved with the
npemhnofw‘Shuodmm'MoM‘eenumhgmmm
activities. a




B. Thirty-five new rail-celated jobe will be created in addition o 150
existing jobs, a3 a result of CSX comumercial and operational activities
in the Philadelphia arca during the three years after STB spproval of
the acquisition.

. CSX anticipates establishing a regions| office in Philadelphia that will |
inelude govermment relaticas, industrial development, sales and
operations.

3. Capital Expendinires

‘ - The operating plan filed with the STB identifics mote then $27M in
copital impravement axpenditures by CSX in Pennsylvania with at least 522M in
Philadelphia for three major projects: ° :

A Intermodal facitity (1SM). (The Defaware River Port Authscity has
offercd to fund the construction of this facilily pursuant to the
agreement referred to in paragraph 1E-)

B. Track connection at Pastwick interlacking (§4M).

C. Belmont Siding ($3M).

4. Eassenger Rail

Fredght and passenger cperations sharo track in moro than half of SEPTA's
sexvice territory. Our CSX team has begun to work closely with SEPTA, Conrail and the
Norfolk Southem to ensure safc on-time passenger and Sreight operations. CSX will
consent to Conmil extending the SEPTA Trackage Rights Agreement for an additional
five years as Jong as SEPTA provides unqualificd liahility coverage for CSX and the

_Conrail Shared Ares Operations company (CSAOQ) backed by broad indsmnification
language and insurance. ;

5. Givic and Chasitable (oving

Aftet STB approval, CSX aloag with Norfolk Southemn and Corrail, Inc.
will ensurc that all of Conrail's philenthropic obligations as of the date of this letier arc
met. The thres companies will b active members of the ¢ivie and charitable community
in Philadelphia and throughout the Commonwealth.




6. Regulatory Review

On or before Ocober 21, 1997, the Comunonwealih of Pennsylvania and
the City of Philadelphia will §le written statements of support for the Connail acquisition
with tho STB. We anticipate that you will encourage other elected officials and public
sgeacics, including SEPTA and the DRPA, to flle timely statemonts of support and will
athexwite contintie 10 support the acquisition. :

CSXs authorily to acquire Canrail and expand operations in Pennsylvania
and, therefore, the terms of our agreemcnt, are expressly conditioned upon apptroval of
the Conrail acquisition by the STB. Of course, CSX obligations contained in this letter
are subjcct to the Commonwcealth and the Cily satisfying their obligations.

Some of the issues [ have addresscd have common .iements or mutual
requirements with Norfolk Sauthern. 1 believe that we and Notfolk Southem are in
sgreement sbout the obiectives and expect that you will memorialize your understandings
with Notfolk Southem {n 2 similar fashion.

I look forward to working closely with you in the future.

incerely,
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PATTON BOGGS, L.L.P.
2550 M STREET, N.W.
WASHINGTON, D.C. 20037-1350
1202) 457- 6000

FassusiLE 2021 457 6015 WRITFP S DIRECT DiAL

(202) 457-6424
PA-10

February 23, 1998

The Hon. Vemon A. Willtams, Secretary
Surface Transportation Board :
1925 K Street, NW

Suite 700

Washington, DC 20423-0001

Re: Finance Docket No. 53388, CSX and Norfolk Southern --

Dcar Secretary Williams:

On behalf of the Commonwealth of Fennsylvanie, Governor Thomas J. Ridge and the
Pennsylvania Department of Transportation (collectively, "Pennsylvania), I write in part to
restate Pennsylvama's support for Apphcants' proposed transaction.

Pennsylvania is also pleased to submit for the record two letter agrecments dated October
21, 1997: one with Norfolk Southern and the other with CSX. The Mayor of the City of
Philadelphia is also a party 1o both letter agreements.

Pennsylvania 1s fumishing these agreements to the Board because it would hke the Board
10 be aware of thew existence and terms. Pennsylvania understands that while the obligations
stated in the agreements depend upon Board approval of the proposed transaction, the
agreements do not require the imposition of any conditions by the Board. Nonetheless, the
agreements may be considered by the Board as constituting representations that the Applicants
wiil comply with their respective terms. See Union Pacific/Southem Pacific merger casc,
Finance Docket No. 32760, Decision No. 44 scrved August 12, 1996 at p. 12, n.14. Accordingly,
Pennsylvania is plcased to submit these agreements for inclusion in the record in this proceeding.

Sincerely,

/{{ .o

John L. Oberdorfer

parties of record
(attachment to parties on confidential service list only)
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Narfolk Southem Carperation David R. Goode
Three Commoercal Place Chairman, President and
Norfolk, Virginla 23510-2191 Chief Execuive OHicer
Telephone (757) 629-2610

Facsimile (757) 629-2306

April 5, 2001

The Haonorable Tom Ridge
Governor of Pennsylvania

Main Capitol Building, Room 225
Harrishurg, Pennsylvania 17120

Dear Gavernor Ridge:

1 understand you and other members of your sdministration have
expressed concern about Norfolk Southern’s investment ia the Commonwealth since
the Conrail acquisition. While we have not kept you informed on a recular basis, 1
thought it would be useful to provide you with a current, comprechensive summary of
our investments, with a apecific focus on those programs agreed upon and committed to
by Norfolk Southern and the Commonwealth.

~  $15 milliou gver five years for rail-served economic development programs in

Philadelphia and across the state.

Norfolk Southern, in partnership with Bethlehem Steel, has developed a
$12 million intermodal freight terminal at Bethiehem. This medern intermodal facility
scrves as the start of a comprehensive redevelopment of the former mill site in
Bethlchem, briaging additional jobs to the area. In addition te serving industries in the
Alientown/Bethlehem arca, this terminal brings new economic activity to the area by
also drawing freight from New Jersey points.

Regarding our agrecmeat on the Philadelphis Naval Business Center
(PNBC), 1 am bappy to report that Norfolk Southern is very closc to an agreement with
the Delaware River Port Authority for construction of a $15 million intcrmodal
terminal at the site, to be financed by Norfolk Southern user fees. While negotiations
for this agreement have taken longer than anticipated, I belicve all involved will not
question Norfolk Southern’s continuous attention to the matter and dedication towards
reaching an agreement. This terminal will be the cornerstone of the PNBC’s rail-based
economic growth.

Norfolk Southern has taken oth.r actions to advance the redevelopment
of the Naval Shipyard. Norfolk Southery has paid $6 million in cash to date toward the
public effort to attract Kvaerner ASA to the Philadelphia Naval Shipyard. Norfolk
Southern also acquired additional (non-Conrail) trackage frem CSXT in South

Operating Subsidiary: Morfolk Scutnern Railway Company
v y
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The Haonorable Tom Ridge
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Philadelphia in order to improve NS’s ability to serve the PNBC. NS anticipates
financing more than $) million of improvemcats to this trackage-

- $2S million over five years at $S miltion per year for rail-oriented economic

development projects that include contractual ebligations for acceptable levels of
rail business.

Norfolk Southern has worked aggressively to fund track expansions and
locations of new industries on our lines under this provision. Customers benefiting
from NS’s participation include R.R. Donaelly, Sun Oil, and Schmalbach Container.
Approximatetly $0.S million bas been expended on these projects.

I am huppy to report Norfolk Southern has recently agreed in principle to
reimburse the cost of a $335,000 track expansion at Novalog, a steel importing firm
working on the U.S. Steel Fairless Works site. This track expansion will allow Nevalug
to accommodate increased business levels. As intended wvuder our agreement, this
investment is directly tied to Novalog’s shipping levels via Norfolk Southern.

1 am especially proud to report Norfolk Southera’s involvement in threc
’ major rajl-orienter economic development projects that are helping to ensure
Pennsylvania’s energy independence and the continued prosperity of Pennsylvania®s
coal producers.

Nowfolk Southern, in partnership with Tanoma Energy, recently opened a
pew $3 million coal nnloading faciiity for Midwest Generation’s Homer City power
plant, located in Indiana County. Homer City, one of the largest power plants in the
Commonwealth, can now receive rzil-originated coal for the first time. This ability to
~ceess competitively-priced coal (most of which is mined in Pennsylvania) is vital to the
plant’s future competitiveness.

Noifolk Southern and CSX are jointly funding a $5.8 million batch-weigh

londing system st Consol’s Bailey Mine near Waynesburg. This new system at the
Commonwealth’s most productive coal mine enablcs the mine maximize the amouat of
coal the mine is able to load each day. Similar offers totaling $6.1 million are
outstanding at two other area coal mines.

Norfolk Southern also is building a $28 million rail line to serve Key-
Con’s Keystone Pawer Plant in Shelocta. Like Homer City, Keystone is one of the
largest power plants in Pennsylvania, and this new rail route will enable reliable and
economical rail delivery of incressed volumes of Pennsylvania coal by rail. I would be
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remis s if I did not express my appreciation for the assistance of the Commonwealth in
this project, especially the Department of Transportation which has helped greatly with
this project.

In addition, Norfolk Southern has actively pursued seversl large rail-
served industris] duvelopment projects that unfortunately went to other states or
locaied on other raitroads. Offers of assistance were also made to industries who cither
decided not fo proceed with the project or were unwilling to coztractually commit
acceptable levels of rail traffic to Norfolk Southern.

1 understand there were several situations when the Commouawealth
attempted to locate rail-served industry bat did not feel that it reccived cooperation
from Norfolk Southern consistent with the terms of our agreement. Norfolk Southera
will continue to work to fulfill not just the terms, but the spirit of the agreement

- Additional Investment

Oveiall, I am prond of Norfolk Southern’s record of investment in
Penusylvania. Norfolk Southern has aiready invested nea: Yy $250 million in the
Commonwealth, including many dollars not envisioned iu our initial application for
control of our portion of Conrail

In additioun to the successful opening last year of Norfoik Southan’s $31
million Rutberford Intermodal hub in Swatsra Township, some of our other major
projects include:

- $6.9 million to upgrade Conway yard near Pittsburgh

- $6.8 willion to improve signals and safety ou our Lue between Harristarg and
Philadelphis
$4.9 million to construct and equip the NS Northern Region headqua ~ters building
near Harrisburg

- $4.2 million to build new track capacity and sigaals in Harrisburg

- $2.2 million for new connections at Bethichem

- $1.2 million te improve our fueling facility in Herrisburg

These investments are in addition to Norfolk Southern’s inveitment of more than $8
million in shop impravements.
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« Telecommunications Iuvestment

Pennsylvania should be particularly excited by $52 million already
jnvested in the Commonwealth by Thoroughbred Telecommunications and Technology
(T-Cubed), Norfolk Southern’s whally-owned telecommunications subsidiary. This
construction of fiber-optic capacity from the Ohio border thraugh Pittsburgh and
Harrisburg to Washington, DC is a msjor enhancement to the Pennsylvania’s
telecommunications infrastructure.

Harrisburg, now a i-til and road hab, is slated 10 become a
telecommunications ceater as well. Norfolk Southesrn’s route structure placed
Harvisbarg clearly astride the Chicagc - Washington fiber route, a corridor that would
have otherwise bypassed Harrisburg and sii but a small portion of Pennsylvania. Six
fiber optic routes arc planned to radiste from Hs rrisburg, of which two are already
built. The additional routes — to Allentown/ Bethlehem and New York City, to Reading
ar. Philadelphia, (v Williamsgert and Buffalo, and to Maryland -- are contingeut ou
interest from telecomnmunications firms willing to partner with T-Cubed on their
construction.

This investment has even greater potential for thc Commouwealth,
because T-Cubed installed excess capacity for later inatallation of fiber-optic cable
along the route. Construciing now creates future capacity that can be quickly put 1o
use.

- Norfolk Southern’s Finaucial Challenge

Please undcrstand thas Norfolk Southern has made these substantial
imvestroents despite the very serious financial challenges facing us. [ am sure you have
seen the economy weaken, which has forced NS (o take undesirable actions sach as
closing of the Hollidaysburg shop. While wc bave cut our quarterly dividend by 70%
and reduced our management work force by nearly 25%, NS has endeavored to mect
its investment commitments even in the face of the recent decline in rail traffie.

Given the concern over Norfolk Southern's investment levels, and other
recent developivents, [ would very much like to meet with you at your carliest
convenlence. I am asking Rich Timmons, Norfolk Southern’s Resident Vice President,
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to contact your office to arrange such a meeting, Together 1 hope we can have a HeL
substantive discassion of the issues facing Norfolk Southcrn and Penusylvaaia.

I very much laok forward to meeting with you.

Sincerely,

David R. Goode

H. C. Lewis~~
R. F. Timmeons

R. M. Bennett
J. F. Corcoran
J. H. Friedmann
J. A. Hixon
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2 North Charles Steeet, 1™ ['foar

Bultimore, Maryland 2128}
(410) 633-6156
: FAX: (410) 613-6151

REAL PROPERTY X Kevin_Horley@CSX.com

D, Kevia Hurley

Assistant Viee President
RE: 42101-0071

October 29, 2003

Mr. David Yeager
Dircctor

Governor's Action Tcam
100 Pinc Strect, Suite 100
Harrisburg, PA 17101

Dear Mr. Yeager:

This will follow up on our recent conversation regarding the desire of CSX to have certain
purchases of railroad property by the Philadclphia Regional Port Authority (PRPA)
qualify as cligible under an Economic Development Fund to which CSX had committed
funds at the time that Conran was purchased.

As hackground, in 2002 CSX sought to have a 44 acre parcel of land that it owned in South
Philadclphia rezoned from industrial to commercial to permit the development of a new
IKEA apd other retail estublishments to serve the South Philadeiphia community. The
PRPA felt that this rezoning would remove from the Port Zone valuablce industrial land
nccded to altow the Port to expand. In exchange for the Port’s support of the rezoning,
CSX ngreed to convcy to the Port a pier facility that it tad acquircd from Conrail. It also
agreed to support the Port in its cfforts to acquire additiopal lands and a second pier from
Conrail. Recausc the Port did not bave the resources to acquire these propertics, CSX
offered to apply to the Governor’s Action Tcam to allow the Port to usc the remaining
funds in the $5 miltion CSX economic development commitment to be uscd as credits
agai.st real cstate purchased from CSX and Conrail.

The PRPA has the primary responsibility to support and grow the port activity in the Port
Zoue which includes Phi'adelphin, Bucks and Delaware counties. The purchasc of the CSX
and Conrail parcels will allow the Port to cxpand on several differcnt fronts which will be
discussed individually below. They are particular crucial to the Port becausc these sites are
primarily located south of the Walt Whitman bridge which has saperb rail acccess, is in
close proximity to the Intermodal transfer facilities and therc is no air draft restrictions a8
it rclates to vessel’s vertical clearance of the bridge. All of the properties are shown on the
attached aerianl map.

Pier 122 and 124:;
These pisrs, owned by Conrail and CSX respectively, are the only bulk handling piers in

Philadelphia, onc designed for import and one for cxport. The export facility desigoed to
handle coal has not been in nse for almost 20 years and the import picr is marginally used




Page 2

due tv requisite improvements to the infrastructurc. Both facilities are rail served and arc
contiguous. Acquisition of these piers would also provide the Port the option to pursue two
opportunities, (1) maintaining and upgradc the existing pier structures and markct them to
the international bulk cargo market or (2) create a new facility by filling between the two
piers and the adjacent land owned by the Commonwecalth to crcate a marginal pier, a more
moderu and efficicnt way of handling the demanis of commercial shippers and the long
term obligations of a Strategic Military Port. Thc plan attached illustrates this potential
and is shown as Southport Devclopment.

With rcgard to this later project the PRPA is currently assessing environmental,
cpgineering and cconomic issues. They have envaged a marine engineering firm, a port
planning consultant and an cconomic analysis consultant to evaluatc scveral options, the
largest of which would create a new marinc terminal with 89 acres and 2000 linear feet of

marginal berth.

Pier 122 is supported by un approximate 20 acres of Jand which is connccted to the Pier by
a convcyor and bas been traditionally used to stockpile imported hulk commadities. This
storage is essential to any import opceration of bulk materials to facilitate the transfer from

vessel to rail or truck.
Whiskey Yard:

This 29 acre parcel of land owned by Conrail is currently vacant but was previously used
10 support the former Publicker distillery. Across Delaware Avcnue from the Packer
Avenuc Marine Terminal, the Port’s primary container facility, this land is essential for
this facility to grow. Reccntly designated as a Strategic Military Port, much of the existing
land currently uscd for storage of containers will need to be utilizcd to support military
movements. The Whiskey Yard offers the most convenient and practical to continue the
container opcrations and support the military in the short tcrm. The yard also offcrs the
flexibility of increasing the area for automobile storage yard due to its proximity to the Pier

98 Annex.
Savage Yard:

This 100, is a vacant 12 acre parcel of land which is adjacent the Port’s Pier 98 Annex, its
import automobile operations. The curreut facility is often considered less competitive than
the ncighboring Port of Wilmington because it is not large cnough to handle current
demands. The acquisition of this land would allow for the expansion of the facility und
increase the Port’s competitive position. The combination of Whiskey and Savage Yurds
would also allow the Pier 98 Annex to expand to 100 acres, a minimum thresbhold
requirement for handling large internatiopal antomobile accounts.

‘I'be acquisition of these parcels would allow the Port to expand in several different areas
included breakbulk, bulk and containcrized cargo for commercial and military customers.

The CSX commercial dc\i‘elupmcnt is anticipated to create over a thousand new jobs in
South Philudelphia and add over a million dollars to the City’s tax base. The port
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cxpaasion has an even greatcr economic impact on the local community. The expansion
would generate approximately 5.6 million tons of additional port traffic creating almost
4,000 dircct, new jobs and over 2,300 induced and indirect jobs. Tt would also spin off
benefits of increasing personal income by $325 million, business revenuc by $443 million
and creating additional $33,627,000 in additional State and Local taxes.

If you have further questions about this proposal, I would be happy to arrange for a
meeting with the PRPA so that this project could be discassed in greater detail.

Sincerely,

ity

vin Hurley

CC: Mr. Robert Blackburn
Pcnnsylvania Regional Port Authority
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BEFORE THE
SURFACE TRANSPORTATION BOARD

CSX CORPORATION AND CSX
TRANSPORTATION, INC., NORFOLK
SOUTHERN CORPORATION AND
NORFOLK SOUTHERN RAILWAY ) Finance No. 33388 (Sub- No. 91)
COMPANY -- CONTROL AND OPERATING ) (General Oversight)
LEASES/AGREEMENTS -- CONRAIL INC. )

AND CONSOLIDATION RAIL CORPORATION

)
)
)

CERTIFICATE OF SERVICE

This is to certify that on the 26th day of April, 2004, the undersigned caused the
Comments of the Commonwealth of Pennsylvania for the Hearing May 3, 2004 to be served on
the parties in the above-captioned proceeding, by electronic mail on those parties for whom a
valid electronic mail address is listed in the service list for this matter, and by United States
Mail, first class postage pre-paid, on the remaining parties:

Richard A. Allen

Zuckert Scoutt & Rasenberger LLP
888 Seventeenth Street N W

Suite 700

Washington, DC 20006-3309
raallen@zsrlaw.com

David Peter Alan
P.O. Box 283
Millburn, NJ 07041

American Short Line and Regional

Railroad Assoc. Bob Bailey

Port Jersey Railroad Company

General Counsel
i S 203 Port Jersey Blvd.
50 F. Street, N.W. - Suite 7020 Jersey City, NJ 07305

Washington, DC 20004

C. Jonathan Benner

Troutman Sanders LLP

401 9" Street, NW, Suite 1000
Washington, DC 20004-2134
jonathan.benner@troutmansanders.com

Michael J. Barron, Jr.

CN Railroad

17641 S. Ashland Avenue
Homewood, I1. 60430
michael.barron@cn.ca




Martin W. Bercovici
Keller and Heckman LLP
1001 G StNW

Suite 500 West
Washington, DC 20001

Jim Bruno

Madison International Sales Company
101 Merritt 7

Norwalk, CT 06851

James Daley

County of Union New Department of
Economic Development
Elizabethtown Plaza

Elizabeth, NJ 07207

Paul M. Donovan
L.aroe Winn Moerman & Donovan

4135 Parkglen Court NW
Washington, DC 20007
paul.donovan2@verizon.net

Kelvin J. Dowd

AEP Texas North Company
1224 Seventeenth Street NW
Washington, DC 20036-3003
kid@sloverandloftus.com

Edward Duffy

2600 Centre Square West
1500 Market Street
Philadelphia, PA 19102-2126
info@pidc-pa.org

Jonathan M. Broder
Consolidated Rail Corporation
2001 Market Street
Philadelphia, PA 19103-7044

Thomas A. Collard

Southern Railroad of New Jersey
P.O. Box 122

Willingboro, NJ 08046

Nicholas J. DiMichael
Thompson Hine LLP

1920 N. Street, N.W., Suite 800
Washington, DC 20036

Christopher A. Dow

Slover & Loftus

1224 17" Street N W
Washington, i 'C 20036-3003
kjd@sloverandloftus.com

Kenneth B. Driver

Jones Day Reavis & Pogue
51 Louisiana Avenue NW
Washington, DC 20001-2113
kbdriver@jonesday.com

Thomas F. Erickson, Jr.
P.O. Box 235

Wallingford, PA 19086
tom.crickson{@railcents.com




Gordon R. Fuller

Morristown & Erie Railway Inc.
49 Abbett Avenue

Morristown, NJ 07960
morristown.erie@worldnet.att.net

Michaci P. Harmonis
Department of Justice
325 Seventh Street, NW
Washington, DC 20530

Thomas W. Herlihy

US Dept. of Transportation
400 Seventh St. SW
Washington, DC 20590

Richard F. Horvath

City of Cleveland

601 Lakeside Avenue — Room 106
Cleveland, OH 44114

Larry Jenkins

Lyondell Chemical Company

1221 McKinney Street — Suite 14-215
Houston, TX 77010

Steven J. Kalish

McCarthy Sweeney & Harkaway P.C.

2175 K. Street, N.W., Suite 600
Washington, DC 20037

Martin D. Gelfand
14400 Detroit Avenue
Lakewood, OH 44107

John D. Heffner

John D. Heffner, PLLC

1920 N Street, N.W., Suite 800
Washington, DC 20036
1heffner@verizon.net

Eric M. Hocky

Gollatz Griffin & Ewing P.C.

Four Penn Center

1600 John F. Kennedy Blvd — Suite 200
Philadelphia, PA 19103-2808

emhocky@ggelaw.com

John Hummer

North Jersey Transportation
Planning Authority

One Newark Center - 17" Floor
Newark, NJ 07102

Fritz R. Kahn

Fritz R. Kahn PC

1920 N. Street N'W - 8™ Floor
Washington, DC 20036-1601
xiccge@worldnet.att.net

Michael H. Klein
Mars Industries Inc.
3100 Lonyo Avenue
Detroit, Ml 48209




Rosalind A. Knapp

U.S. Department of Transportation
400 Seventh Street, S.W.

Room 4102 C-30

Washington, DC 20590

Timothy C. Lapp
16231 Wausau Avenue
South Holland, IL. 60473

Thomas J. Litwiler

Fletcher & Sippel LLC

29 North Wacker Drive, Suite 920
Chicago, IL 60606-2875
titwiler@fletcher-sippel.com

Gordon P. MacDougall
1025 Connecticut Ave NW — Suite 410
Washington, DC 20036

John K. Maser 111

Thompson Hine & Flory LLP
1920 N Street NW Ste 800
Washington, DC 20036-1601

Michael F. McBride

Leboeuf Lamb Greene & MacRae

1875 Connecticut Avenue NW Ste 1200
Washington, DC 20009-5728
michael.mcbride@]llgm.com

Paul H. Lamboley

1701 Pennsylvania Avenue, NW
Suite 300

Washington, DC 20006

Jack Lettiere

State o New Jersey
Department of Transportation
P.O. Box 601

Trenton, NJ 08625-0601

C. Michael Loftus

Slover & Loftus

1224 Seventeenth Street NW
Washington, DC 20036-3003
cml@sloverandloftus.com

Bruno Maestri

Norfolk Southern Corporation
1500 K Street NW - Suite 375
Washington, DC 20005
bmaestri@nscorp.com

Theodore Maii -ws

State of Now Jersey DOT
P O. Box 600

Trenton, NJ 08625

Thomas F. McFarland
208 South LaSalle St.
Suite 1890

Chicago, IL 60604-1112
mcfarland@aol.com




Craig S. Miller

1300 East Ninth Street
Suite 900

Cleveland, OH 44114-1583

Jeffrey O. Moreno

Thompson Hine LLP

1920 N Street, NW., Suite 800
Washington, DC 20036

jeff. moreno@thompsonhine.com

William A. Mullins

Baker & Miller PLLC

2401 Pennsylvania Ave.
NW-Suite 300

Washington, DC 20037
wmullins@bakerandmiller.com

Bruce H. Nelson
One PPG Place
Pittsburgh, PA 15272

Peter S. Paimer
One Newark Center
17" Floor

Newark, NJ 07102

Kenneth R. Pramik

840 Gessner Suite 1400
Houston, TX 77025
kennethpramik@cemexusa.com

Karl Morell

Ball Janik LLLP

1455 F Street NW Suite 225
Washington, DC 20003
kmorell@dc.bjllp.com

Kathleen M. Mulligan

Corn Products International Inc.
Five Westbrook Corporate Center
West Chester, IL. 60154

Theodore J. Narozanick
One Newark Center
17™ Floor

Newark, NJ 07102

Keith G. O’Brien

Rea Cross & Auchincloss
1707 L Street, N.W._, Suite 570
Washington, DC 20036
rclaw(@starpower.net

Thomas M. Pastore
Guardian Industries Corp
2200 Harmon Road
Auburn Hills, MI 48326

J T Reed

United Transportation Union
11363 San Jose Blvd Bldg #105
Jacksonville, FI. 32223




David Reid

Novolog Bucks County Inc.
1 Sinter Road

Fairless Hills, PA 19030
david.reid@novologusa.com

Edward J. Rodriquez
P O Box 687
Old Lyme, CT 06371

Harold A. Ross

General Counsel

Brotherhood of Locomotive Engineers
1370 Ontario Street, Suite 1548
Cleveland, OH 44113-174C

Donald S. Shanis

Delaware Valley Regional Planning Comm.

The Bourse Bldg
111 8. Independence Mall East
Philadelphia, PA 19106-2515

Kevin M. Sheys

Kirkpatrick & Lockhart LLP
1800 Massachusetts Avenue NW
2" Floor

Washington, DC 20036-1800
ksheys@kl.com

Richard G. Slattery

Amtrak

60 Massachusetts Avenue N E
Washington, DC 20002

Robert Roach Jr.

International Association of Machinists
and Aerospace Workers

900 Machinists Place

Upper Marlboro, MD 20772-2687

Robert D. Rosenberg

Slover & Loftus

1224 Seventeenth Street NW
Washington, DC 20036-3003

dmj@sloverandioftus.com

Constance A. Sadler

Sidley Austin Brown & Wood LLP
1501 K Street NW

Washington, DC 20005
csadler@sidley.com

Arthur B. Shenefelt
Amtrak-For-Profit

1200 New Rodgers Road
Bristol, PA 19007

Mark H. Sidman

Weiner Brodsky Sidman & Kider P C
1300 19" Street NW

5" Floor

Washington, DC 20036-1609

Charles A. Spitulnik

McLeod Watkinson & Miller

One Massachuseits Avenue NW Suite 800
Washington, DC 20001-1401
cspitulnik@mwmlaw.com




Mary Gabrielle Sprague

Arnold & Porter

555 Twelfth Street NW - Ste 940
Washington, DC 20004-1206
Mary_Gay_Sprague@aporter.com

Adnan L. Steel, Jr.

Mayer, Brown, Rowe & Maw, LLP
1909 K Street, N.W.

Washington, DC 20006-1101
asteel@mayerbrownrowe.com

Vincent P. Szeligo
Wick Streiff Meyer O’Boyle & Szeligo PC
1450 Two Chatham Center
Pittsburgh, PA 15219-3427

vszeligo@wsmoslaw.com

Myles L. Tobin

Fletcher & Sippel LLC

29 North Wacker Drive, Suite 920
Chicago, IL. 60606-2875
mtobin@fletcher-sippel.com

Kirk K. Van Tine

General Counsel

U.S. Dept. of Transportation
400 Seventh Street, S.W.
Washington, DC 20590

Hugh H. Welsh

The Port Authority of New York and
New Jersey

One Madison Avenue 7" Floor

New York, NY 10010

Edward T. Sprock
Daimler Chrysler

800 Chrysler Drive
Auburn Hills, MI 48326

Scott N. Stone

Patton Boggs

2550 M Street NW
Washington, DC 20037

Paul C. Thompson

United Transportation Union
14600 Detroit Avenue
Cleveland, OH 44107-4250

Christopher Tully
Transportation Communications
International Union

3 Research Place

Rockville, MD 20850

Rose-Michele Weinryb

\Weiner Brodsky Sidman & Kider PC
1300 19™ Street NW 5" Floor
Washington, DC 20036-1609

Western Sugar Cooperative
7555 East Hampden Avenue
Suite 600

Denver, CO 80231




William W. Whitehurst Jr.

W.W. Whitehurst & Associates, Inc.
12421 Happy Hollow Road
Cockeysille, MD 21030-1711

William R. Wright
34 Beech Street
Cranford, NJ 07016-1747

Scott M. Zimmerman

Zuckert Scoutt & Rasenberger LLP
888 Seventeenth Street NW Suite 700
Washington, DC 20006-3309
smzimmerman@zsriaw.com

Walter E. Zullig Jr.

Metro-North Commuter Railroad Company

347 Madison Ave
New York, NY 10017-3706

Eugene R. Bailey
| Hausel Road
Wilmington, DE 19801-5852

J. Robert Bray
600 World Trade Center
Norfolk, VA 23510-1679

Frederic L. Wood

Thompson Hine LLP

1920 N Street N.W. - Suite 800
Washington, DC 20036-1600
rick.woo@thompsonhine.com

Edward Wytkind

Executive Director

Transportation Trades Department
AFL-CIO

888 16™ Street NW Suite 650
Washington, DC 20006

David F. Zoll

Chemical Manufacturers Association
Commonwealth Tower

1300 Wilson Blvd

Aulington, VA 22209

Donald W. Alexander
Savage Industries Inc.
5250 S Commerce Drive
Suite 200

Salt Lake City, UT 84107

Jason A. Blinkoff
452 York Street
Elizabeth, NJ 07201

Peter A. Gilbertson
Regional RRS of America
122 C ST NW, Ste. 850
Washington, DC 20001




James McCaffrey

1800 Washington Road
Consol Plaza

Pittsburgh, PA 15241-142]

Christopher A. Mills

Slover & Loftus

1224 Seventeenth Street, N.W.
Washington, DC 20036-3003

cam@sloverandloftus.com

Thomas A. Schick

American Chemistry Council
1300 Wilson Boulevard
Arlington, VA 22209

William Sippel

Fletcher & Sippel

29 North Wacker Drive, Ste. 920
Chicago, IL. 60606-2875
wsippel@fletcher-sippel.com

William A. Strawn, 11
47849 Paper Mill Road
Coshocton, OH 43812

Date: April 26, 2004

Shaun M. McCaffrey
3801 Old G: ~nwood Road
Fort Smith, AR /.27

Michael B. Scanlan

PPL Coal Supply LLC

Two North Ninth Street GENPL7
Allentown, PA 18101

John Schlosser

Kindei Morgan Liquids Terminals LLC
One Terminal Road

Carteret, NJ 07008

Paul Samuel Smith

U.S. Department of Transportation
400 Seventh Street

S.W. Room 4102 C-30
Washington, DC 20590

/s/John M. Whitlock
John M. Whitlock, Esquire
Attorney No. 35961
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ANACOSTIA & PACIFIC

COMPANY, INC.

THE MONADNOCK BUILDING 535 FteTH Ave. 3I3r0 FLOOR
$3 WEST JACKSON BOULEVARD - SUITE 335 NEw YORK. NY 10017

CHICAGO. IL 60604 TEL: (212) 687-9500
TEL: (312) 362-1888 FAX: (212) 687-9501
FAX: (312) 362-1402

April 16, 2004

ORIGINAL AND 10 COPIES oﬂ;l‘;gggg)edmgs
The Honorable Vernon A. Williams APR 28 2004
Secretary :

Surface Transportation Board oy Lart of

1925 K Street, NW .
Washington, DC 20423-0001

Re:  STB Finance Docket No. 33388 (Sub-No. 91)
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 (General Oversight)

Dear Secretary Williams:

Anacostia & Pacific Corporation, on behalf of its affiliated railroads, hereby
notifies the Surface Transportation Board of its intent to speak at the public hearing
scheduled for May 3, 2004, in Washington, D.C. Peter A. Gilbertson will speak on
behalf of Anacostia & Pacific. We request a total of ten minutes to speak about the
benefits to these short line railroads of the Conrail Transaction. Anacostia & Pacific does
not plan to file a written statement prior to the hearing.

Respectfully yours,

l//)«:'fél v*‘/{ (“ (/“ﬁ'\

o

www.gnacostia.com




~ STB FD-33388  (SUB 91) 04/23/04 D 210670




the port of
ILMINGTON L7 0

Delaware 4/0

April 22, 2004

VIA FEDERAL EXPRESS

The Honorable Vernon A. Williams ENTERED
Se?:retar;) able » Office of Proceeding.
Surface Transportation Board APR 2 3 o,
1925 K Street, NW

Washington, DC 20423-0001 Publie Botor.

Re: STB Finance Docket No. 33388 (Sub-No. 91}
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 (General Oversight)

Dear Secretary Williams:

On behalf of the Port of Wilmington, DE, | welcome this opportunity to inform the
Surface Transportation Board that the Port has benefited from the Conrail Transaction.
The Port supports the planned termination of the Conrai! General Oversight Proceeding.

Who the Port is. What services the Port provides. Wao are the major customer yrcups
that the Port service.

e The Port is better off because of the Conrail Transaction. The reach of single line
service from the Port is far more extensive than was the case prior to the transaction
and service has improved.

Generally, the Port’s customers receive first-rate service.

The Port's relationships with NS and CSX are strong, and communication is
effective.

There is no need further to extend oversight of the transaction. The transaction is
fully implemented. If any future problems develop, those can be brought to the
Board'’s attention.

Sincerely yours,

A

Euggne R. Bailey
Executive Director

‘DIAMOND STATE PORT CORPORATION
1 Hausel Rood * Wilmington, Delaware 19801-5852 ¢ Phone: (302) 472-PORT (7678) « Fax: (302) 472-7740
PORT OF PERSONAL SERVICE
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COMMONWEALTH of VIRGINIA

BOARD OF COMMISSIONERS Virginia Port Authority J. Robert Bray
John G Milliken, Chairman 600 World Trade Center Executive Director
;an:a;s|§;/:;en:ne Jr . Vice Chairman NOffO'k, Vlrg"“a 23510-1679

SR Telephone (757) 683-8000

Jonathan Johnny Johnson Fax (757) 683-8500

Ronald W Massie

Peter D Pruden Il .
Michael J Quillen April 22, 2004

Ranjt K Sen

Gustav H Staling. Il

Deborah K Stearns

Jody M Wagner, State Treasurer

;‘hc‘: Hf)norable Vermnon A. Williams mmlngs
ecretary

Surface Transportation Board APR 23 2004
1925 K Street, NW -
Washington, DC 20423-0001 Pube Record

RE: STB Finance Docket No. 33388 (Sub-No. 91)
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 (General Oversight)

Dear Secretary Williams:

On behalf of the Virginia Port Authority (VPA), I welcome this opportunity to
inform the Surface Transportation Board that our port has benefited from the Conrail
Transaction. The VPA supports the planned termination of the Conrail General
Oversight Proceeding.

The Port of Virginia is the third largest port on the U.S. East Coast. In the year
2003, the four marine terminals operating within our port handled 1,646,279 TEUS. Our
port primarily services the Mid-Atlantic market, but we also handle about 22% of our
business that moves via rail to/from the Midwest. Rail service is an integral part of day-
to-day operations at our port with on-dock and near-dock rail facilities at all of our
marine terminals. Through the rail services offered by the Norfolk Southern and CSX,
our port is able to serve rail markets in cities such as Columbus, Cleveland, Chicago,
Detroit, Louisville, St. Louis, and Kansas City. For this reason, I feel well qualified to
speak out in support of the planned termination of the Conrail General Oversight
Proceeding.




April 22, 2004
Page 2

Since the Conrail breakup in 1999, our rail volume has increased from 121,297
containers to 175,145 containers, an increase of 44%. In addition, we have seen more
competition develop in our port with CSX now serving nine Midwest origins/destinations
compared to just one in 1999. The Norfoik Southern has retained its dominant role in our
port serving 22 origii/destinations and continuing to handle the majority of rail volume
through our port. This added competition as well as the competition that has been created
by the two railroads competing in the New York market, has resulted in better service and
lower prices to those shippers imoving their cargo on rail through our ports.

The Port of Virginia has always had excellent relationships with Norfolk Southern
and CSX. The operating scope and efficient services provided by Norfolk Southern and
CSX have been a major contributor to our port’s growth and success. We feei the
Conrail acquisition has been beneficial to ports, the shipper community, and ultimately
the U.S. consumer. It is the view of the VPA that there is no need to extend the oversight
of the transaction. The transaction has been fully implemented. Should any future
problems develop, those can be brought to the attention of your Board.

Yours truly,

%Lw o $¥

J. Robert Bray
Executive Director
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ANACOSTIA RAIL HOLDING Fax:3124310828 Apr 16 2004 14:26 P.02
216644
ANACOSTIA & PACIFIC

COMPANY. INC.

THe MONADNOCK BUILDING $3S FisTH Ave. 33rD FLOOR
$3 WEST JACKSON BOULEVARD - SuiTE 335 NEw Yorx, NY (0017
CHicaco. IL 60604 TEL: (212) 687-9300
TEL: (312) 362-1808 FAX: (312) 687-9%01
FAX: (312) 362-1402

April 16, 2004

QRIGINAL AND 10 COPIES

The Honorable Vernon A. Williams

Secretary
Surface Transportation Board

1925 K Street, NW
Washington, DC 20423-0001

Re: STB Finance Docket No. 33388 (Sub-No. 91)
CSX Corporation and CSX Transportation, Inc.,
Norfolk Southern Corporation and Norfolk Southern Railway Company
- Control and Operating Leases/Agreements -

1L, d

Dear Secretary Williams:

Anacostia & Pacific Corporation, on behalf of its affiliated railroads, hereby
notifies the Surface Transportation Board of its intent to speak at the public hearing
scheduled for May 3, 2004, in Washington, D.C. Peter A. Gilbertson will speak on
behalf of Anacostia & Pacific. We request a total of ten minutes to speak about the
benefits to these short line railroads of the Conrail Transaction. Anacostia & Pacific does
not plan to file a written statement prior to the hearing.

Respectfully yours,
Vete, A G Uhutsen

ENTERED ‘7 f J

Qffice of Proceedings
APR 9 2004

Part of
Public Record




ANACOSTIA RATL HOLDING Fax:3124310828

ANACOSTIA RAIL HOLDINGS

ACCOUNTING AND HUMAN RESOURCE DEPARTMENTS

Phone: 1-312-341-102%
Fax: 1-312-131-0828

WWwW. 2nacosna.com

NS ON 21

Date: /'e/of’

To: Homgreble Vernon A, w;!l»q:..,,
Fax Numéer: 292 SbS - 7003
From:  Tack Sonst

Message:

YOU S~OULD AE-ZVE X ~AGE:S!, INCLUCING TrmiS COVES SFE2T IF
YOU DQ NQT AESZVE ALL THE AGES 3LEASE CALL SENCES A7 J7 2-34:-1028.

This message s vusnded /or the 43e 5f the \ndiviaual or RQly 10 'wAiCH it & aaaressed ana
| cantaing nformanon chat g conyidennal and may oe oroviieged and azampc from disciosure
|under aoplicebla laws. [f the reader & noc e intended rec:orent. or the emplcves or cgent
responsible for dalivering this message :0 (he \nienasd ~ec:Dient. :ha reeder s Aeregy nonfied
\(nes 2wy dissemunanoa. disprbubion or S30VIAE Of (RIS CIMIMUNICSRON IS TTEsly JPOALOUEG if
you 2ave reczrved thug camumunicznon n arrdr. aleass noafy us immedicteiv 2y telepnone and
\zeserav all cootes of s massags.
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APR" 20 2004

RECEIVED

ST

ORIGINAL AND 10 COPIES oﬁkegygﬂﬁgé

dinge

The Honorable Vernon A. Williams APR O ¢
Secretary

Surface Transportation Board b a0

1925 K Street, NW ’
Washington, DC 20423-0001

200

Re: STB Finance Docket No. 33388 (Sub-No. 91)
Conrail Oversight Hearing

Dear Secretary Williams:

A & R Bulk-Pak, Inc. intends to speak at the public
hearing scheduled for May 3, 2004, in Washington. Avi
Ron/Jason Blinkoff will speak on behalf of A & R Bulk-Pak,
Inc. A & R Bulk-Pak, Inc. requests a total of 5-10 minutes
to speak about the benefits created by the Conrail
Transaction with respect to the Shared Assets Areas in
Elizabeth, NJ. A & R Bulk-Pak, Inc. does not plan to file
a written statement before the hearing.

Yours truly,
[ éﬁ
Avi Ron Jason A. Blinkoff

President Director, Sales & Marketing
A & R Bulk~-Pak, Inc. A & R Bulk~Pak, Inc.

452 york street « elizabeth, nj 07201 « tel, 908.558.7440 « fax. 908.558.7399 « ar.bulkpak@verizon.net
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2 10GLT
Donald W. Alexander &mGE

Senior V.ce President

] Savage Services Corporation
)perations

Chemical. Refinery & Industnal Services
566 Medical Drive, Suite 102
Pottstown. PA 19464

970-9144

Fax (610) 970-8910

A

RECEIVED

’/
Surface Transportation Board \\\Z
1925 K Street, NW
Washington, DC 20423-0001

April 16, 2004

The Honorable Vernon A. Williams é}

Re:  STB Finance Docket No. 33388 (Sub-No. 91)
Conrzil Oversight Hearing

Dear Secretary Williams:

Savage Services Corporation (“Savage”) plans to attend and requests the opportunity to
participate at the public hearing scheduled for May 3, 2004, in Washington, DC.

Donald W. Alexander, Senior Vice President Operations of Savage’s Chemical, Refinery
& Industrial Services Unit will attend the hearing representing Savage and requests a few
minutes to address the speaker with regards to the benefits of the Conrail Transaction.
Savage does not plan to file a written statement before the hearing

Sincerely,

/
I\ )

Donald W. Alexander

Creative Solutions for Materials Management and Transportation Systems and Facihties
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{é CONSCLENERGY. CONSOL Energy Inc.

Consel Plaza
1800 Washington Rcad
Pittsburgh, PA 15241-142]

web: wWwWw consolenergy.com

April 15, 2004

The Honorable Vernon A. Williams
Secretary

Surface Transportation Board
1925 K Street, NW

Washington, [5C 20423-0001

Re: STB Finance Docket No. 33388 (Sub-No. 91)
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 (General Oversight)

Dear Secretary Williams:

This is CONSOL Energy's notice to the Surface Transportaiion Board that
CONSOL Energy intends to appear and speak at the public hearing scheduled
for May 3, 2004, in Washington, D.C. Christopher T. Marsh, General Manager -
Transportation, will speak on behalf of CONSOL Energy. CONSOL Energy
requests a total of five minutes to speak. CONSOL Energy does not plan to file a
written statement prior to the hearing.

cQaffrey
sident — Transportation # Marketing Services

R

NS oy " e
Oifice of Proceedings

APR 19

Part ~F
. Yoarmre!
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BEFORE THE
SURFACE TRANSPORTATION BOARD

FINANCE DOCKET NO. 33388 (Sub-No.91)

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

-CONTROL AND OPERATING LEASES/AGREEMENT-
CONRALIL, INC. AND CONSOLIDATED RAIL CORPORATION

[GENERAL OVERSIGHT] ENTERED
Office of Proceedings

APR 14 2004

NOTICE OF INTENT OF THE PORT AUTHORITY P IPanm
OF NEW YORK AND NEW JERSEY TO PARTICIPATE Record
IN PUBLIC HEARING

As noted in the Port Authority’s Notice of March 17, 2004. The Port Authority seeks to
participate in the hearing to be held May 3, 2004, in Washington, DC. The Port Authority’s
comments will be presented by R. Adm. Richard M. Larrabee, U.S.C.G. Ret., Director of Port

Commerce. The Port Authority requests 15 minutes to present its comments.

Paul M. Donovan

LAROE, WINN. MOERMAN &
DONOVAN

4135 Parkglen Court, N.W.
Washington, DC 20007

(202) 298-8100




