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Supplemental Sub.iiission bv the ( ommonncalth of Pennsylvania .-Vctinj; by and 
I hrouuh its Department of Community nnd Fconomic Development 

The Pennsylvania Depaitment of C ommunity and I-COIKMIUC Development ("IX'IiD"), by 

and ilirou^li the undersigned counsel, and t'lnther to its appearance at the hearing on May 2004 in 

this matter, is pleased to supplement the record ol this case with the IOIIDWUH; intomiation: 

I ( orrespondence heiween D( {{D and ( S.\ regarding eertain ofthe ciimmitments 

undertaken bv ( S\ in connection wilh the ( 'DIII.HI lransaetii)n, and 

2. I'urther int'oniKU'on relating to (a) the Hoard's queslion whether continued oveisight 

is neces.sarv and ibl the 1 S Deji.i '..ncnl oT I raiisportalioii's suggestion lhal Ihe Moarii conducl a 

pnvecding lo undcilake some Is pe ot "I'lnal resolution" of the lemaining i.ssues regarding the 

eommitmcnls of NS and ', S.\. 

I. Recent Correspond ence liet̂ veen ( .S\ anil the ( omiuontvealth ot Pennsvi>ania 

.\t the Ma\ .V -̂ 004 hearing, the undersigned w as approached by counsel tor ( SX. who 

suggested subiiiilting \o the Hoard Ihe aitached correspondence - a leller trom ( SX lo IK I D 

daled. We agree wilh C SX that Ihese letters will assisi the Hoard in understanding CSX's progress 

to dale in mecling lhe commitmenis it made lo Pennsylvania in the leller agreement dated Ocloher 

21. IW7 attached as 1 \hihit H lo its commenls suhmitted April 2(>. 2004. I hese December 22, 



200.^ and Mareh 10. 2004 letters are allached as l \ l i ib i ts .X a id B hereto respectively and 

ii.corporatcd by relerence liere n. 

As a Iurthcr Mipplenient to this correspondenee. and lo put this correspondence in eonlexl. 

we have prepared a table showing CSX's commitnients under its Ocliibei 21 . 1997 Iciter agreement 

and the progress to date in meeting lhem. Numerical he: '.ings correspond to those in the October 

21 , 1997 letter. 

CSX Commitments in 10/2/97 letter 

1A $10 mm investment in Kvaemer Philadelphia 

Shipyard 

IB^In cooperc:ion with DCED and Philadelphia, $5 

mil investment in land acquisition, tacility 

construction in Philadelphia and throughout 

Commonwealth over five years 

CSX Performance 

Completed 

As descnbed 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 Philadelphn Regional Port Authonty 

("PRPA") This agreement pr mdes toi 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 nol closed, due to breaches of the 

agreement by CSX Among other things, the 

agreement required CSX to deliver to PRPA an 

appraisal fcr Ihe properties in cuestion by .lanuary 

15. 2003, and further requi'od 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, f^ore fundamentally, 

Conrail has refused to act in accordance with the 

agreement in several respects and CSX, although 

equal partners with Norfolk S^ j thf m in the 

ownership and control of Conrail, has failed to 



demand that Conrail comply with the Agreement, 

In addif'jn, in 2001-02. CSX refused to fund its 

share of a Ŝ OO.OOO clearance upgrade !o Conrail's 

Bustieton Branch needed to serve a frozen food 

distributor and other occupants of the Willits Road 

industrial park. Philadelphia, PA, CSX has actually 

funded only $40,500 in costs under this par igraph 

1C In cooperation with DCED and Philadelphia, 

establish new economic development incentive 

program to encourage rail-onenleri economic 

developnient by assisting potential customers with 

land acquisition, facility construction, installation of 

sidings, etc; $2 mm per year for five years. 

Funded a total of $550,000 of such costs; 

refused to fund at least $2,2 mm of eligible 

costs after initially making verbal 

commitment to such funding Failed to 

respond on timely basis to other funding 

requests. 

ID Establish marketing agreement for 

Philadelphia between CSX and Philadelphia 

No formal agreement entered into, however, joint 

marketing efforts have gone forward 

1E Execute agreement for development ot 

intermodal facili.y at Greenwich, 

Completed: CSX developed intermodal facility at 

Greenwich 

2A Philadelphia will remain headquarters of Conrail; 

Conrail to have 350 jobs in shared assets area 

Conrail is currently seeking proposals from 

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 net; 167 jobs 

2C CSX anticipates establishing regional office in 

Philadelphia to include governmental relations, 

industrial development, sales and operations 

No such office established. 

3 Facilities investment: $15 million in intermodal; 

:$4 million in Eastwick track connection; 

$3 million at Belmont siding 

Obligations fully met. 



As noted at the hearing. CSX has made better progress than Norfolk Southem in nieeting 

the commitments in its October 1997 lettei agreenient. but substantial commitments reniain 

uncompleted 

II Further Information Re^ardiii^ the Need fo? Oversight 

As the undersigned explained to the Board al the hearing, the type of economic 

developmenl projects that are coordinated and supported by tiie DC1:D, and as to which NS and 

CSX pledged assistance, typically involve the need to assetnbie tinancing from a variety of sources 

in a limited time frame. I f financing cannot be assembled during that time, the project will not 

come to fruition. 

Repeatedlv oxer the p.i-.l live years. NS and or ( SX hav c been approached to provide such 

assistance during the window ol lime in which siicli riiiaiiciiig w ill make a difference to the project, 

in numerous cases. NS ami ( S.X have either lelused to prov ide llnancing in ainounts lhat vvould 

have any i nilerial effect on Ihc overall [irojecl. lailed lo respond lo IM I l)"s rci|iicsl Io prov iile a 

commitmonl w iihin Ihc neccss.irv' lime frame, oi mosl egr.-gioiisly. commilled \ erb.illy lo prov iile 

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

By vvay of illustration onlv . vve can cile the ftillowing examples: 

A. I'.S (;ypsum Reaver ('«»unty Project. IH 1 D, through the (iovemor's Action leam. 

reacheii a verbal .leicenicnt with ( SX to participate bul when Ihe final numbers were put 

togetiier the lailnnid greatly reduced their participation, which icquired the Commonwealth 

to as.sume the balanc .if funding for the rail portion ofthis piojecl in the amount of 

$2,200.20S to avoid losing this SlOO mil project. 

B. Willits Road Industrial Park/Conraii Bustieton Branch Project. Beginning in 2001. the 

Philadelphia Induslrial Developmenl Coqioration requested Norfolk .Southern and C.SX to 

share the cost ofa $900,000 clearance upgrade project to the ( onrail Bustieton Branch, 

within the shared assets area. ! his clearance upgrade vv as urgently needed to permit lood 



processing and distribution t -nants in the PIDC Will Is Road Industrial Park to receive 

modern cryogenically cooled oversi/c boxcars, ( i t ing the failure ofthe tenants to generate 

sufficient existing rail business, neither Norfolk Southem nor CS.X was willing to pav any 

portion ofthe cost ol the upgrade. 

The Board eould best provide assi.stancc by requiring, as .suggested in DECD's oral 

presentation at the May 3 hearing, that NS and CS.X prov ide quarterly reports conceming their 

progress in meeting the commitments contained in their October 1997 letter agreements vvith 

Pennsylvania. DCI D w iuld be pleased to submit repoits on the same schedule DCF.D believes 

that i f i l appeared that the Board were paying close attention, there would likely be significantly 

greater progress towards meeling the railroads' commitments. 

Wilh due respect to the undoubtedly well-intentioned suggestion of the I'S Depailmenl of 

Transportation that the Hoard could terminate its oversight after having an adjudication in the 

immediate f .lure lo detennine precisely iiow NS and ("S.X should meet their obligations going 

forward, wc do not believe ilial such an adjudication could substitute tbr further oversight bv the 

Hoard. 

Fconomic development projects arise intermittently and irregularly on schedules 

determined In ihc needs of llic underlying Inisinesses involved m lbc .e projects and entirelv 

beyond the conlrol of IH 1 D 1 or the laihoads" coiiuuitmenls lo bc ineaningliil. it is essential that 

that their general conimilmcnts be translated into approval of specific proiect expenditures during 

the limited period when IH I D is able to bring a specific project lo Iruilioii in Pennsvlvania. i he 

board has alreadv orileied the railroads to comply w ith their n-piesentations. which thev made in 

subslantial detail in their October 21, 1997 letters. 

Wc note that Norfolk .Southern's and CSX's commitments did nol contain any time 

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

in 2004 or 200.S or 2006 dollars rather than in 1997 dollars. Bul DCliD does fully expect that 

Norfolk Southem and CSX will eventually meel their commitments fuily. DCFD respectfully 



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

until the parties have resolved this issue through a negotiated settlement. 

Respectfully submitled this 20'*' day of May 2004 

DFPARI Ml NT OF COMMUNITY AND 
I'C ONOMk IT.OPMliNT 
OFFK H OF Cllli-F COUNSEL 
400 North Sireet. Fourth floor 
Harrisburg, PA 17120 
(717)783-8452 
FAX (717) 772-3103 

By: Isl JOHN M. WlllTl.OCK 
.lohn M. WhithKk 
Deputy Chief Counsel 
PA. Bar. I D. No. 35961 



EXHIBIT A 



RZAL PROPERTY 

U. Kevin Hurley 
Assistant Vice President 

December 22, 2003 

Mr. David Yeager 
Director (iovernor's Action Team 
100 Pino Street, Suite 100 
Harrisburji, PA 17101 

I N«r»i< Charles Street. 11"' Floor 
Balliniore, Maryland 21201 

(410) 613-6156 
F.AX: (410)613-6151 

Kevin Hurtey(a)CSX.com 

Dear .Mr 

This will respond lo your recent request for an update on commitments made by C.SX fo fhe .State 
of Pennsylvania and City of Philadelphia in correspondence dated October 21, 1997 from then 
Chairnian, John Snow. 

The IcUcr addressed sevtral area's and, for consistency sake, I will follow the same format. 

F.conomic Devclopmer.t 

A. CSX h.>s provided SIO million in investment to supplement the public effort to attract Kvaemer 
ASA to the Philadelphia Navy Yard. 

B. CSX hus committed to invest a minimum of Sl 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: 

P1D( : $40, 000 for upurade and maintenance of PIDC trackage in its Northeast Philadelphia 
Industrial Park. 

it is the balance ofthis fund that is requested be ajiplied as credit to certain railroad land 
purchases in .South Philadelphia by the Philadelphia Regional Port Anthority. l he credits vvould be 
applie<l only to land owned by CSX or ' ojirail and if these transactions aro consummated, the 
conunitted funds would be exhausted. 

C. CSX committed to establish a custoiner incentive program making $2 million available for each 
year for five ye us for lar I 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: 

V. S. (Jypsum: ,S349,2.S4 for the construction of fwo yard tracks in the C.SX Aliquippa 
Yard to support industry. 

V. S. (Jypsum: $200,538 for the installation of two sidetrack turnouts to serve the plant. 

The V. S. (Apsum expenditure was instrumental in l(»cating this industry in Western Pennsylvania 
with $140 million in ncw investment and 2.S0 ncw jobs. 



0. CSX and the City of Philadelphia through the Philadelphia Industrial Development Authority 
have developed a joint marketing plan, a copy ofwhich 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 (Jreenwich Yard. 

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

Jobs 

After the merger of Conrail into CF.X and Norfolk Southern Railway, the remaining Conrail 
operations remained headquartered in Philadelphia. CSX did establish a new region d office 
presence in Philadelphia with law department, corporate communications and facilities 
management personnel. 

Capital Expenditures 

lhe 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 vvith SEPTA to ensure on-time passenger and freight 
operations. The SEPTA Trackage Rights Agreement was exteniled on a renewable basis. 

Civic and Charitable (iiving 

All of Conrail's pre-merger philanthropic commitments were met and CSX and Conrail continue 
to be active members of the coinmunities in Pennsylvania in w hich they locate. 

1 enjoyed meeting you today and hope lhat this information gives you a better understanding of 
CSX's commitinent to Pennsylvania and the City of Philadelphia 



EXHIBIT B 



O r F K t O F S E C R t T A R Y 

COMMOMWEAI.IH O'" PRNNSYLVVNIA 

D E P A R T M E N T OF C O M M U N I T Y A N O E C O N O M I C D E V E L O P M E N T 

H A R B I S B U R G , P A i 7 i ^ O 

March 10, 2004 

Mr. D. Kevin Hurley 
Assistant Vice Piesidci.t 
C:SX Real Property 
Two North Charles Street 
11"' f loor 
Baltimore, M l ) 21201 

RE; I -eller Ai-reenicnt between the Commonwealth of Pennsylvania, City of 
I'hiladelphia and CSX Corporaiion d.iled Ociobcr 21, 1997 

Dear Mr. 1 hirley: 

I am writing in response to your request that the Coininonvvcalth of Pennsylvania, in 
parlncnsliip with CSX ('oqioration, accept the funding of the rcmaining balance of the lict>noniic 
Development Eund as described in lbc above referenced agreement. 

Accordingly, wc understand b.ised on your correspondence lo David Yeager dated October 
29, 2003 ami I )eceniber 22, 2003 that CSX would like to apply the remaining balance of funds in 
the .imount uf S4.9f)(),00() loward the acquisition of i.ind purchases in South Philadelphia by the 
Philadelphia Regional Port Authority, 'fliis aniount vvould bc applied only to land owned by CSX 
or Conrail and i f these transactions are consuiiiiuated. the coiiiiiiilled funds bv ('SX would be lully 
funded, l lierefore. i accepi llus expenditure under the Icriiis o| our letter a.ureeincnl. 

Sincerely, 

Dennis Yabloiisky 
Secretary 

Cc: David Yeager 
ferry Ncvvburgcr 
Brian Koss 
.lames f. McDemiott, .Ir. 
Brian Preski 
Roy Kienit/ 



BF.FORE T H F 
SI RFAC F. TRANSPORTATION BOARI) 

( SX ( O R P O R A T I O N AND ( SX 
TRANSPORTAnON, IN( .. NORFOLK 
SOI TIIFRN (ORPORATION AND 
NORFOLK s o n IIFRN RAII.NYAY 
( OMPANN ~ ( O N I ROI AND OPFRA riN(; 
LF.ASFS/A(iRFFMFNTS - ( O N R A I I . IN( . 
AND (ONSOI.ID. \TION RAII. ( O R P O R A I ION 

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

( F R T I F K A I F OF SFRN l( F 

Ihis is to certify thai on lhe 20lli day of May. 2004. the undersigned cau.sed the 
Supplemental Submission ofthe ( omnuuvvealth of Pennsylvania Acting by and Ihrough its 
Departnient of ( oniniunity and i eiuiomic Developnient lo be served on the parties in the 
above-caplioned pioceeding. by electronic mail on those parties lor whom a valid electronic 
mail addiess is listed in the serviee list for this matter, and by United States Mail, first class 
postage pre-paid, on the remaining parties: 

David Peter Alan 
PO Box 2S3 
Millbuin. N.1 07041 

Ri.hard A. Allen 
/uckert Scoutt Rasenberger I 
8S8 Seventeenth Street N W 
Suilc 700 
Washington. IH 20006-3309 
raallenoizsriaw com 

.American Short I ine and Regional 
Railroad .Assoc 
(ieneral Counsel 
.M) !•. Street. N VV. - Suite 7020 
Washington. DC 20004 

Bob Bailey 
Port Jersev Railmad Company 
203 Port .lersey Blvd. 
.lersey ( ity, NJ 07305 

Michael .1. Barron. .Ir. 
( N Railroad 
17641 S. Ashland .Avenue 
Homewood. II 60430 
michael.barroii;</cn.ca 

( .liuialhan Benner 
i niulman Sanders I I P 
401 9"' Streei. NW. Suite 1000 
Washington. DC 20004-2134 
joiiallian.bc\niicr;_</Jr(iutn 



Martin W. Bercov ici 
Keller and llecknian I I P 
1001 G St NW 
Suite 500 West 
W ashington, DC 20001 

.lonathan Broder 
( onsolidated Rail Corporation 
2001 Market Street 
Philadelphia. PA 19103-7044 

Jim Bruno 
Madi.son International Sales Conipany 
101 Merritt 7 
Norwalk, (^T 06X51 

fhomas .A Cdllard 
Southem Railroad ot New Jersey 
PO. Box 122 
Willingboro, NJ 0S046 

James Daley 
County of Union New Depaitment of 
I'.conoir.ic Development 
1 li/abethlown Pla/a 
l li/abelh. NJ 07207 

Nicholas J DiMichael 
I hv>mpson Hine I I I ' 
1920 N. Street. \ W'., Suite 800 
Washington, D( 20036 
Nick.diMichael </ thompsonhine.com 

Paul M. Donovan 
I aroc Winn Moerman i'v: Donovan 
4135 Parkglen Court NW 
Washington, DC 20007 
|i.iul.donovan2 <j vcri/on.net 

Christopher .A Dow 
Slover iS; I oflus 
1224 17"' Street N W 
Washingion. DC 20036-300^ 
kjd « sloveiandioltus.com 

Kelv in J Dowd 
AI P fexas Noilh ( ompanv 
1224 Seventeentii Siieel NW 
Washington, DC 20036-3003 
kid ffsloverandloftus.com 

Kenneth H I)ri\er 
Jones Dav Rcav is iVi; I'oguc 
51 i ouisiana Avenue NW 
Washington, DC 20001-21 13 
kbili IV Cl l / ionescfiy .>. om 

I dward Duffy 
2600 Centre Square West 
.500 Market Streei 
Philadelphia. PA 19102-2126 
info.<f pidc-pa.org 

fhomas E Erick^o'i. Jr. 
PO Hox 235 
Wallingford. PA 19086 
lom.erieksoiK/ railccnts.com 



(iordon R. Euller 
Morristown & Erie Railway Inc. Martin D. (ielfand 
49 Abbett Avenue 14400 Detroit Avenue 
Morristown, NJ 07960 Lakewood, OII 44107 
morristown.erie ti vvorldnet.att.net 

John D Heffner 
Michael P Harmonis John D. Heffner. Pl.I.C 
Department of Justice 1920 N Street, N.W., Suite 800 
325 Seventh Street, NW Washington, DC 20036 
Washington, DC 20530 jheffner i7 veri/on.nel 

iiric M Hocky 

I lumias W. Herlihy 
US Dept. of fransportation 
400 Seventh St. SW 
Washington, DC 20590 

Gollat/ ( ir iff in & Ewing P.C. 
Four Penn ( enter 
1600 John E. Kennedy Blvd Suite 200 
Philadelphia. PA l9103-28(,., 
emhockv'rt^ggelaw.com 

Richard E. Horvath 
( ity of Cleveland 
601 Lakeside Avenue Room 106 
Cleveland, OH 44114 

John Hummer 
North Jersey I ransportation 
Planning Authority 
{)ne Newark ("enter 1 7"' E loor 
Newark. NJ 07102 

I rit/ R Kahn 
Larry Jenkins l i l t / R. Kahn PC 
Lyondell Chemical Company 1920 N. Street NW 8"̂  E'loor 
1221 McKinney Slreel Suile 14-215 Washington. DC 20036 1601 
Ihniston, f X 77010 xiccgc j / vvorldncl.att.net 

Steven J. Kalish Michael II Klein 
McCarthy Sweeney & Harkaway P.C. Mars Industries Ine. 
2175 K. Street, N.W.. Suite 600 3100 l .onyo Av enue 
Washington, DC 20037 Detroit, MI 48209 



Rosalind A. Knapp 
U.S. Departnient of fransportation 
400 Sevenlh Street, S.W. 
Room 4102 C-.̂ O 
Washington, DC 20590 

Paul H. I amboley 
1701 Pennsylvania .Avenue, NW 
.Suite 300 
Washington, DC 20006 

Timothy C. Lapp 
16231 Wausau Avenue 
Soulh Holland, I I . 60473 

Jack Le 111 ere 
State of New Jersey 
Department of Transportation 
P.O. Box 601 
frenton, NJ 08625-0601 

fhomas J. Litwiler 
Fletcher & Sippel LLC 
29 North Wacker Drive. Suite 920 
Chicago, IL 60606-2875 
tlitvviler </ netcher-sippel.coin 

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

.Suite 410 

C. Michael Loftus 
Slover & Lol^us 
1224 .Seventeenth Street NW 
Washington, DC 20036-3003 
cmliV/slov erandloHus.com 

Bnino Maestri 
Norfolk Southern Coiporati(m 
1500 K Street NW Suite 375 
Washington, DC 20005 
bmaestrî </)n.scorp.coni 

John K. Maser III 
fluunpson Hine<!v: f lory I I P 
1920 N Street NW Ste SOO 
Washington. DC 20036-1601 

fheodore Mathews 
State (d New Jersey DO I 
P.O Box 600 
frenton, NJ 08625 

Michael E. McBride 
I eboeuf Lamb (ireene & MacRae 
1875 C onnecticut Avenue NW Ste 1200 
Washington, IX^ 20009-5728 
michael.mcbridc'it/lb'm.com 

I homas I Mcl arland 
208 South LaSalle St. 
Suite 1890 
C hicago. II 60604-1 112 
mc farland (/aol.com 



Craig S. Miller 
1300 Ea.st Ninth Street 
Suile 900 
Cleveland, OH 44114-1583 

Karl Morell 
Ball Janik LLP 
1455 E .Street NW .Suite 225 
Washington. DC 20005 
kmorell a dc.bjllp.com 

Jeffrey O. Moreno 
Thompson Hine LLP 
1920 N Stteet, NW. Suite 800 
Washington, DC 20036 
jcffmoreno.athompsonhine.com 

Kathleen M. Mulligan 
Com Products Intemational Inc. 
Five Westbrook Corporate Center 
Westchester, IL 60154 

William A. Mullins 
Baker & Miller PLLC 
240! Pennsylvania Ave. 
NW-Suite 300 
Washington. DC 20037 
vvmuIIinsiVj bakerandmillcr.com 

fheodore J. Narozaniek 
One Newark Center 
17"' f loor 
Newark, NJ 07102 

Keith G. O'Brien 
Rea Cross & Auchincloss 
1707 L .Street. N.W., Suite 570 
Washington, DC 20036 
relavvr(/!starpower.nct 

Peler S. Palmer 
()ne Newark ( enter 
1 7"' E loor 
Newark, NJ 07102 

1 homas M. Pastore 
(iuardian Industries Corp 
2300 Ilamion Road 
Aubum Hills, Ml 48326 

Kenneth R. Pramik 
840 Gcssner Suite 1400 
Houston, TX 77025 
kennethprami kf(/\emexusa.com 

J f Reeil 
United fransportation Union 
11363 San Jose Blvd Bldg #105 
Jacksonville, EL 32223 



David Reid Robert Roach Jr. 
Novolog Bucks Couniy Inc. International .Association of Machinists 
i Sinter Road and .Aerospace Workeis 
Eairless Hills. PA 19030 900 Machinists Place 
david.reid t/ novologusa.com Upper Marlboro, MD 207:^2-2687 

Robert D. Rosenberg 
lidward J Rodriquez Slover & Lotlus 
P O Box 687 1224 Seventeenth Street NW 
Old Lyme, C I 06371 Wa.shington. DC 20036-3003 

dmi 1/ sloverandloftus.coni 

Iiarold A. Ross Constance A Sadler 
(ieneral (Oun.sel Sidley Auslin Brovvn & Wood LLP 
Biotherhood of 1 ocomotive Engineers 1501 K Streei NW 
1370 Ontario Street. Suite 1548 Washingion, DC 20005 
Cleveland. OH 44113-1740 csadler<f sidlev.com 

D<mald S. Shanis 
DelaAare Valley Regional Planning ( omm. Arthur B Shenefelt 

I he Bourse Bldg ,Amlrak-l or-Profil 
I l l s Independence Mall East 1200 New Rodgers Road 
Philadelphia. PA 19106-2515 Bri> U)I, PA 19007 

Kev in M Sheys 
Kirkpatrick .lv 1 ockhart I I P Mark I I Sidman 
ISOO Massachusetls Avenue NW Weiner Brodskv Sidman i'v Kider P C 
2'"' f loor 1300 19"' Sireet NVV 
Washingum, DC 200^6-1800 5" f loor 
ksliej si^kfconi Washin-ton. DC 20036-!(>09 

( haries A. Spitulnik 
Richard G. Slattery Mcl eod Watkinson & Miller 
Amirak One Massachusetts Avenue NW Suite SOO 
60 Massaehu.selts Avenue N 1: Washington. DC 20001-1401 
Washington, DC 20002 cspitulnik (/ mwinlaw com 



Mary (iabrielle Sprague 
Amold & Porter 
555 1 welfth Streei NW - Ste 940 
Washington. DC 20004-1206 
Mars (iav Spratzue ti aporlcr.com 

Edw ard T. Sprock 
Daimler Chrxsler 
SOO ( hrysler Diive 
Auburn Hills. MI 48326 

.Adrian L. Steel, Jr. 
Mayer, Brown, Rowe & Maw. LLP 
1909 K Street. N.W. 
Washington, DC 20()t)6-l 101 
asteeli^/^maverbrownrowe.com 

Vincent P. Szeligo 
Wick Streiff Meyer O'Boyle & Szeligo PC 
1450 Two Chatham Center 
Pittsburgh, PA 15219-3427 
vszeligoftf'wsnioslavv.com 

Paul ( 1 hompson 
United I ransportation Union 
14600 Detroit .Avenue 
Cleveland. OII 44107-4250 

Myles L. lobin 
Eletchcr & Sippcl EEC 
29 North Wacker Drive, Suite 920 
Chicago, I I . 60606-2S75 
intohinfffjnetcher-sippcl.coin 

Christopher ful ly 
I ransportaliim ("ommunications 
International I Inion 
3 Research Place 
Rockville. MI) 208.50 

Kirk K. Van Tine 
(ieneral ("ounsel 
U S Dept. <d I ransportation 
400 Seventh Street. S.W. 
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RV HAND DELIVERY 

The Honorable Vemon A. Williams 
Seeretary 
Surfaee I ransportation Board - Case Control Unit 
1925 K Street, N.W. 
Washington, D. C 20423 

TELEPHONE: 
(808) . ' v i r - r i T o 

FAX: 
(see) .-MT-aeie 

W R I T E R ' S E - M A I L : 

cam'a sloverandloftufi.coin 

Re: 1-inanee Doeket No. 3.3.388 (Sub-No. *)1) 
CSX Corporation ancl CSX I ransportation. Ine., No folk Southem 
Corporation and Norfolk Southern Railw ay Company, et al. 
( ontrol and Operaling 1 eases/Ameements ( onrail Ine.. et a l .— 

Dear Sceretary Williams: 

Eneiosed for filing in the abo\e matter are len additional copies ofthe two 
handouts referenced by (iary, Indiana Mtiyor Scott King iluring his oral presentation on 
behalf of the l our City Con.sortium at this morning's Comail Oversight hearing. I hese 
handouts inelude: 

1. A letter from CSX dated Apiil 28. 2004, conceming CSX's continued 
cooperation with the I our City Con.sortium after the end oflhe formal 
Conrail oversight period; and 

2. A schematic showing the principal rail lines in the Four Cities arca, 
including the Four Cities' proposed Altemative Fieight Corridor 
between Willow Creek, IN ami State l ine l ower (Hammond) via 

I olleston, Ivanhoe and Ciibson, IN. 



Hon. Vemon L. Willianis 
May 2004 
Pauc 2 

Please date-stamp the enclosed extra copv of this letter and retum it to our 
messenger. I hank you for your attention to this matter. 

Chi^opher A. Mills 
Attomc) for the Four City Consortium 

CAMidmb 
Enclosures 

ce: Dennis ( I . 1 yons, Esq. 
Amold (fc Porter 
555 I welfth Street, N.W. 
Washington, D.C. 20004-1202 
(Counsel for CSX) 

Richard A. Allen, Esq. 
/.uckert, Scoutt & Rasenberger. I..1.1'. 
888 Seventeenth Street, N.W., Suite 000 
Washington, D.C. 20()()6-3')30 
(Coun.sel for NS) 
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Peter J. Shudtz 
-Jlro P'<i?K:ii?nT-P«?<b©iai !3ogu4cition a n d 

OORPOR/OTON — _ _ ,̂  Washington Counsel 
Suit© 560 National Place 

1331 Ps»nnsv^'anla Avenue, 
Washingron. OC 20004 
Phone (202)626-4929 

R K (202) 7B3-5PaP 
Cell (804)347.6492 

Peter_Sl-iudtz<g>csx, com 

April 28, 2004 

J. Justin Murphy, Chief of Staff 
Foui- City Consortium 
6949 Kennedy Avenue, Suite E 
Hammond, EN' 46323 

Rc; Sutface Transportation Board Conrail Proceeding 

Dear Mr. Murphy: 

I thank you for your Ictt-̂ r of April 21, 2004 conceming the scheduled termination 
ofthe Surface Transportation board's five-^year oversight period for the Conrail 
Traasaction. CSX believes that the Conrail Transaction has benefited the four citit. of 
East Chicago, Gary, Hammond and Whiting. Indiana, and we arc very pleased that you 
concur with mat assessment. 

In connection with the Conrail Transaction, C.SX made a substantial capital 
investment within the Chicago termmal area, including the Four Cities, to facilitate Ĵie 
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 
lanuar. 3. 2001 Settlement Agreements, CSX made additional investments in the Four 
Cities area to upgrade highway/rail at-grade crossing signal waming systems at specified 
importani crossings, committed funds for other safety improvements, cnntrihntfyl rn the 
Railroad Avcnv^ grade separation project, and implemented a number of operationai 
improvements that have further reduced grade crossing blockage and unproved safety in 
the Four Cities area. Moreover, CSX representatives have raet and consulted with 
representatives ofthe Four Cities on a regular basis regarding rail operations, real 
property and economic rlpvplnpment issues, and a proposed major infrastructure p»-oject 
(the reconstruction ofthe elevated IHB/Conrail Dunes Park Branch). 

We look forward to continuing our meetmgs and discussiotis. which have been 
pioductive for many yeurs vtithout the need for any intervention by tlic Board. With the 
pa.s.sagc 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 
v>ath the Four Cities to discus.s matters affecting our rail operations and facihties in vour 
area. Continuing cooperation will serve the interests of both CSX and the Four Cities. 
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Peter J . Shudtz 
Q Q g f Q g j ^ ^ f ^ ^ * President.Fec eral Regulation and 

— • . wcs.Tingron courvso. 

Sufte 560. Notional Place 
1331 Pennfytvono Avenue. NW 

Washington. DC TCnru 
Phor» (202) 626-4929 

tax 1202) 783-5929 
Cei (804) 347-6491 

Po'o'.SrKidtupcsK.oam 

next "̂"̂  ''"'"''̂  '° ^ ^̂ '̂̂  »°8-^«^ during the 

We appreciate your efforts over the last seven years as Chief of Staff and the 

£ S f t r d Z " S " ' " ' T " ^ r ^ ^̂ "̂  ^̂ ^̂  ^« ^^" 1̂ Transaction 
benefited the citizens of northwest Indiana while providing the basis for a sound rail 
transportation network in the eastern United States. 

With best regards. 

Sincerely, 

Peter J.Shudti 
Vice Prrsidcnt-Regulacory Affairs and 
Washington Counsel 
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ENTERED 
o- fice of Proceedings 

Michael J . Ward 
Chairman, President and C E O MAY 03 2004 

C S X Corporation Partof 
Public Rocord 

Testimony before the Surface Transportation Board 

Mav 3, 2004 

1 hank vou Mr. Ciiairman. 1 a."̂  delighted to bc here this moming to share w ith you the 

CSX view on the Conrail traiLsaction and the oversight period that is tiow dravsiiig to a 

close. 

My tcstimony this moming wont read like one ofthose old O. Henrv' short stones -

always in doubt, rigbt up to the surpri.sc ending. 1 will tell you right at the outset today 

the three pt>ints that make up my messiige: 

Wc believe .he Conrail tnm.saction to be a success...We believe the Board's ,S-ycar 

oversight period that followed the transaction ha.s achieved its objectives; and that wc ufc 

now at a time when additional oversight is unneeessarv' - and the ordinary authority o't 

the SIB is nwre than sutVtcient to ensure that the public good continues to bc served. 

Our success is a credit to the Board - both for your oversight role and for your role in the 

development ofthe Safety Integration Plan. And, ifs a credit to tny 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 lor all concerned, especially rail 

customers and the American consumer. 

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

l he challenge was to achieve something tliat had never been done before divide a Class 

1 railroad, integrate it effectively and create a competitively balanced eastem railroad 

system. 1 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 -- a.s well as our own long-term 

growth - imd 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 -vithin the Midwest, growing 

trafiic and replacing exclusivity with competition. 

• We set out to provide cu.,tomers with two balanced rail competitors in the Fa.st. 

• We set out to improve etTiciency. 

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



• W'e set out to shift tralTic from other modes to our raikoad, easing the burden on U.S. 

highways, with all the benefits that entails tbr the environment and transportation 

safety. 

By any one ofthose measures, the transaction was a positive - by all ofthose measures, 

taken together, a success that strengthens transportation in the I 'nited States. 

Without question, this I ran-saction has done what we s;iid it would do: It has brought 

balanced rail competition to the major markets of the Mid-Atlantic and Nt)rthcast -- arcas 

formerly served solely by Conrail. 

Mr. CThairman, CSX als<.) takes enormous pride that we executed this complex tran.s;iction 

safely - the most in.portant task faced by any railrcad. l hat wiis 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. Ciood 

operations are safe operations - period. 1 believe we set the pattem on Split Hate - a 

direct result ofmore than a year of inten.se planning and preparation. I managed the 

integration ctTort for CSX T, and it wiis a major challenge. We had trains on new routes, 

iind crews on new territories. We had to face ovemight changeovers in information 

systems with tremendous potenttal for error. All ofthis had to be accomplished in the 

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



speaks not just to the commitment ofour managers, but also to the dedication ofour 

crews, dispatchers, yardmasters. and indeed all ofthe 31.000 employees of CSX. And, it 

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

Mr. Chairman, you know me - I always lell it like it is. The fact is, afier 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, wc ha\c put renewed 

accountability on our managers to restore the .safety levels we have achieved before, and 

set our sights on taking home th: Harriman Award the rail industry's awiird for the 

nation's .safest railroad. 

What 1 want to do for the next few minutes is take a deeper look at the t'i\e objectives 1 

outlined and describe how the I ransaction has worked to vhe overall benefit ofall 

stakeholders. 

Opening New IVlMrkets 

hirst, Mr. Chairman is the goai of opening new markets. It was .strategically vital tbr 

CSX to extend its market reach into the Northeast. The largest con.sumer market in the 

country, and the largest port on the east coast, was just out of reach. We knew we had to 

be thete. The Conrail acquisition gave us the opportunity. 



Our ability to compete in northeastem markets - and our cnlianced capacity in the 

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

Increased modal conversions - moving ;raffic from tmcks and barges over to rail. 

Mr. Chairman, you've hcird a lot about iruck-to-rail conversions, but we're wining 

business from water carriers too. Here's a quick snapshot ofthe kinds of moves we've 

been able to make since the Conrail transaction: 

• W ith IISX in the first quarter, we moved more than 1,200 cars of coking coal 

froi.i Bessemer, P.\ to tiary. Indiana. Ihis movement displaced four 25.0()()-ton 

vessels. 

• Working with ("ieneral Mills, we are moving an anticipated 1500 carloads of 

wheat from two (ireat l ^ e s locations to ButTalo, displacing 20 barges a year. 

On the truck side of nnidal conversions, intennodal tralfic will continue to bc our biggest 

growth market tbr the ll>reseeable future. As more g<Kids are produced overseas and 

shipped to the United States in containers, CSX Intermodal is in an excellent position to 

move them. For CSX, intermodal tratTic is up 11% since the Transaction was completed. 

This is the resuh of strong increases in east-west trafiic 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 con.straints. 

In addition, to complement our B&O capacity project, which 1 will discuss later, ux-

constmcted the 59(h Street Intermodal Terminal in Chicago, to meet the market growth of 

the Conrail iransaction. 

In addition to growing our business through modal shitts, CSXT is reaching tiew markeis 

with new services. 

lake the new market we're making as we move municipal solid wa.ste - from the 

Northea-st. which is home to the greatest concentration of consumption in the countrv, to 

undemtilized landfills in the southern U.S. I his is a market that didn't exist for us four 

years ago. Now, building on the cxnmomies and etTiciency of rail - it's grown to $120 

million last year, a new record. 

I here s also 1 RANSI LO, our integrated provider of logi.stics nunagement, distnbution 

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

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

buyers who don't have rail sidings, TRANSFLO has enabled us to gmw our market 

pv>sition in the northeast. 

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

quickly across the country in temperature-controlled boxcars that preser\e 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 ofthis kind of innovation. .\nd vve recognize that the S FB's Conrail 

decision helped make its success possible. 

Balanced Rail Competition in the East 

The second objective ofthe Traiisaction that I mentioned, Mr. Chairman, was to bring 

balanced rail competition to the Ha.st. Fhis has yielded significant benefits, according to 

many who feel the impact every day - including port authorities such as the Port 

Authority ofNew 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 tt) 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 cliallenges. As you know, Mr. Chairman, we spent a great deal of time in I renton 

lasi 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 hovv successfrilly 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 I know he will be 

speaking about our success there. .\s you know, Conrail's former Monongalicta Railroad 

pioperties were conveyed to Nortolk Southem, but CSX paid to have full and equal 

access to the mines served on the line. Obviously, this presented challenging operatitinal 

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 anangement under which NS conducts all 

operations on the line, using CSX'F 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. Uhimately, this required trust in our competitor, the 

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

Increased Efficiency 

Mr. Chairman, we have pursued another ofour goals ~ increased elTiciency - in several 

wa>s. 



First and foremost, coasider 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 ofmore direct routes resulted in increased 

commercial opportunities tbr shippers. In addition, our expanded network and 

development ofmore direct routes have made CSX competitive with tmcks m the 

intermodal business, TRANSFLO, wa.ste 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 pcr cent - due to (Iateway Optimization, largely made possible 

by the Conrail I ransaction. I he increased v olumes help us move more "mn-through " 

trains, without interclianges that add an average 24-hour delay. We've also been able to 

expand our "pre-blocking" capability - where Mocks of cars can be handed otTbetween 

carriers as single units. Our customers liave benefited by reduced handling damage, 

improved transit times, and the introduction of new competitive products made ptissible 

by improved utilization of assets. 

infni.<itructure Investments 

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

We proposed abtiut 50 capital prt>jects in our Transaction Application - and we've 

completed almost all of thenu from the constmction 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 opptirtunitie . 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 c-ible 

track - which took 18 months to complete - added 101 miles of new second iiuin line, 

making it one ofthe most ambitious rail building projects undertaken anytime 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 infrastmcture and in the communities through which we operate in 

connection with the Bo,ird's environmental conditioas and our settlement agreements. In 

the Sliared Assets Areas in particular, CSX and NS have also invested $75 million from 

2000 tl rough 2003 to maintain, enhance and upgrade our shared infrastmcture. 

Mr. Chairman, we were together at the announcement ofthe CRliAI E project in Chicago 

last year - and 1 know the personal interest you take in this kind of collaborative, 

cooperative project, in which the federal govemment, cities, states, and railroads arc 

investing $ 1.5 billion in essential infrastmcture - eliminating commuter delays bt)th by 

rail and on the highway, and opening commercial developmert ot a key downtown 

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

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

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

10 



more Fastem railroad at the table, w ith one more pt>int of view, making it jusl that much 

moro ditTicuU to achieve the consensus essential to CREAT E. 

Reducing Truck Traffic 

Of course, the tme test ofthis or any Transaction is whether it improves competitiveness 

- and thereby serves the consum.er. That's the beauty ofour market system - and ifs the 

basis ofthe gains we see from the Conrail transaction. 

Strip away the complexities and CSX's goal is simple: Grow revenues profitably. But in 

doing st). 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 ptiilution emissioas. 

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

consumption significantly. 

As we forecast seven years ago in our original applieatioa the I ransaction has indeed 

converted traffic from the highways to our railroads. We've developed some innovative 

ways to achieve that. 

One example is our I oad Board initiative, which allows CSX Intermodal to provide 

capacity in the spot maiket for brokered freight. Here's how it works: First we i iventory 

II 



our excess train capacity, then we get online and bid to carry freight otherw ise destined 

for tmck transport. It's a dtwr-to-door solution. This was non-existent business for us 

two years ago and today we're moving 1,500 tmckloads per week ihrough 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 I described the hundreds of millions of dollars we have 

invested in capital infrastructure, improved etTiciency, and new products. I'he 

competitive market we're in guaraniees that the investments we re making won't stt)p 

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 forwjird: 

We've launched a management restmcturing and organizational effectiveness initiative to 

better focus on the highest value work, give our managers clear roles and increased 

resptiasibility. and - as a cfltafyst for superior performance - give additional emphasis to 

lhat 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 

12 



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 moming ~ our major network redesign. 

Al the heart ofour ONE Plan is the opportunity to make our routings and handlings more 

etTicient. And in doing sti. we'll reduce dwell time.. .creating new locomtitive capacity. 

We'll eliminate terminal handlings...and for every handling we eliminate, we take 

approximately 24 hours oft'delivery time. And we'll save on car-miles ttxi... 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 elTectively 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 of 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. 

13 



These are just a few oflhe ways were positioning ourselves for progress in the years 

ahead. 

We have invested in improved capacity - -locomotives, terminals, and line ot road. 

We have invested in the development of lntemet-bas« d cusiomer service tools, in keeping 

with our philosophy that CSX wanls to be easy to do business with. We have invested in 

new products that allow us to reat h beyond our track network - such as I R.VNSFLO and 

Intermodal. 

We have invested in the environment. That includes our developmen' of an innovative 

system that cuts down locomotive idling time, improving our fuel efticiency and reducing 

air ptiilution. With ftiel prices now over $1 per galloa this is also an increasingly 

significant aspect of cost controls. 

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

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

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

and operaling efiiciencies. The Conrail Transaciion has positioned CSX to reap the 

operating efficiencies of an expanded network. 
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CSX has afready had tremendous success in growing our revenue, including eight 

consecutive quarters of surface transptirtalion revenue growth, despite a soft economy. 

Last year CSX produced revenue growth lhat 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 lo 

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

...And we're going lo do that while conlinuing 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 wnth 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 pasl 

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

13 



and our partners in lhe process at Conrail and NS. I also want to thank you and the slatT 

al the Surtace Transportaiion Board for guiding this process toward the public good. As 

ciiizens. we sometimes hear about governnient etforts lhal go awry, fo the conlrary. this 

is one ofthe instances where government goals were mel. and where govemmeni 

oversight achieved hs objective. 

Mr. Chairman, the benefits ofthis transaction have been widespread. 

• Extending market reach into the Northeasi. 

• Providing two balanced competitors in the East. 

• Improving service and efticiency. 

• Making significant capital investments in infrastmcture. 

• T aking trucks oft" the highways 

...All in ways lhat promtite the competilion that benefits our custonwrs. who in lum serve 

the consumer. 

Mr. Chairmaa you have my word that that focus - serving the customers who serve the 

consumer - will remain the goal tliat guides CSX. T hank you. I look forward to y.iur 

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

views of Norfolk Southem on the Conrail transaction. 

We are at the end ofthe 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 tran.saction resulted in any major competitive issues. In its 

decisions at the end ofthe 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 ofthe 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 

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

of Ohio w ere 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 Conraifs 10,500-mile system between NS 

and CSX. 

A ver\ important and, indeed, unique aspect ofthe 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 

Jtirsey, South Jersey/Philadelphia and Detroit SAAs. 



NS and CSX both have the right to operate on those lines, but they 

serve most ofthe shippers in these areas through a physical interchange 

w ith 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 importar,i population and industrial 

centers in the Northeast that had not had such service for many years. 

1 'le transaction also gave CSX access to shippers on some 190 miles of 

line allocated to NS in what vve call the "Monongahela," or ''Mon," 

coalfields in Pennsylvania and West Virginia. 



In assessing whether the transaction has met the expectations ofthe 

Board, i refer to the Board's specific approval languaue 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 Eastem 

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 ofthe 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 betvveen all points on our 

former system and manv former Conrail points in Nevv .lersev, 

Maryland, West Virginia, Nevv York State and Pennsylvania. That 

provides better service. 



The transaction also brought nevv 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 eastem United 

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 vvas 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. 

Firsl, with respect to safety, the Board required NS and CSX lo 

prepare Safety Integration Plans and to work with the f ederal Railroad 

Administration to ensure that those plans were properly implemenied. 



We did lhat. 1 am ver> pleased to report that those efforts, 

representing the hard vvork and commilment ofa lot of people, have paid 

off 

In 2003, Norfolk Southem employees won their 14"̂  consecutive 

E.H. Harriman gold medal award for achieving the lowest employee 

injurv ratio among Class 1 railroads. CSX won the silver award. Conrail 

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

While we can never be satisfied when it comes to safety, vve have 

everv reason to believe the transaction has been successful from a .safety 

standpoint. The good results ofall three participants in the industrial 

benchmark competition illustrate that. 



Regarding customer service, the stor\ is also strong. After some 

initial challenges, vve are ver> pleased lhat the service metrics on 

Norfolk Soulhern 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 ihe best in the industr>. The average dwell time for cars 

in Norfolk Southem 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 againsl other 

modes of competition. In receni days increasing traffic volumes have 

been handled w ithout disruption to the sy.stem. 
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In addition, of course, the transaction has created vigorous new 

rail-to-rai! competition throughoul the fomier Conrail terriior). The 

prime beneficiaries of this nevv competition, but by no means the only 

ones, are shippers and communilies in the Shared Assets Areas, which 

were the focus ofthe 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 ofour system and the new rail-to-rail 

competition brought aboul by the transaction has allowed us lo achieve 

some noteworthy results in addition to the overall improvenients m our 

.service metrics that I've mentioned. The.se include: 

• An increase of 230,000 intermodal unils handled b> Norfolk 

Southem from 2000 to 2003; 



• An increase in rail trat fic in the Shared As.sets Areas of almost 

10 percent irom 2000 to 2003. 

• A steady increase in the number of carloads interchanged vvith 

our short line partners in the Shared As.sets Areas from 9,521 in 

2000 to 12,228 in 2003. 

• A record number of Norfolk Southem coal trains moved in the 

Mononuahela Vallev in Februarv and March 2004. 
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• An increase in our north-south intermodal traffic through 

Hagerstown, Maryland from just over 30,000 unils in 2000 to 

90,000 units in 2003, and wilh an additional 28,000 unils 

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

particularly gratify ing because it is traffic that, before the 

Transaciion, Conrail had little incentive to move on a joint-line 

basis. We are now better able to move it because ofthe single-

line service that the Transaciion created. 

• Another instance ofthis increased north-south traffic is the 

explosive growth of intermodal traffic inlo and out oflhe Ohio 

Valley. As just one example olThis, the number of intermodal 

units we moved between the Ohio Valley and Norfolk Virginia 

more than doubled from 2000 to 2003. 



11 

I think it's important lo understand that our business has changed 

in major respects since the transaction was approved. The econoniy 

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 lhat Norfolk Southem today has greaier flexibility to 

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

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

business in the years after 1998, vve have more than made up for il in 

other areas, such as automobile and intermodal. Our success in doing 

that is apparent by any measure I can apply. I note parenthetically that 

we have seen some upward trends in the export coal market, and I 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 subslantial capital investments in the former Conrail territorv. Our 

major projecls have included: 
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New intermodal facilities in Rutherford, PA, Maple Heights, Ohio, 

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

An expansion ofour yard in Croxton, New Jersey; 

Major improvemenls in coal lines and facililies 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 

greally improved the economics and opportunities for our coal and 

grain customers in the Peninsula. 
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• Major reconfiguration ofour track structure through Cleveland. 

• In partnership vvith Delaware, reconstructed the Shellpot Bridge, 

vvhich. when completed, will positively affect operations through 

Wilmington, DE. 

In addition, over the last four years, Norfolk Soulhem 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. 
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In olher words, the Conrail transaction has been a success. We 

haven't always made ever\ body happv. We have had to systematically 

improve service levels. That has, hovvever, occurred, and vve now have 

a stable, well-tuned system in the former Conrail areas. Not cvervthing 

is perfect. Some issues were raised in the first four years of oversight. 

The Board addressed them in ils p.-'̂ vious decisions, and other issues 

likely will be raised in these hearings. 

For the most part, hovvever, the issues raised have been the kinds 

of issues that arise routinely betvveen railroads and their cu.stomcrs. They 

are concerns about service or problems affecting a particular k>cality. 

They are importani lo the parties, but they are not really related to the 

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

Lake Erie w ill not be here to speak today. He asked me lo convey his 

regrets and to inform the Board that he is ver>' pleased lhat the Wheeling 

and Norfolk Southern have been able to reach a tentative resolulion of 

the various issues belween the two railroads. He asked me to convey his 

appreciation for the hard work that went into lhal resull. 

In summary, we think the Board's previous conclusions continue 

lo apply today. The conditions it established for the transaction have 

worked as intended. No major competitive - or other - problems related 

to the tran.saction have occurred. 

No party has demonstrated any transactional or other issues lhal 

warrant extending the formal oversight period beyond its five-year term. 

We Iherefore requesi lhat the Board not extend ils formal oversight and 

the periodic reporting requirements that go along with it. 
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Of course, the Board retains jurisdiclion, even in the absence of a 

formal oversight proceeding, to address any major problems related lo 

the transaction lhat might arise in the fulure. 

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

before you loday. I will be pleased to answer any queslions you mighl 

have. 
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The Conrail Transaction changed the landscape of railroading in the Eastem 

United States. Beginning with the filing of the initial application in 1997, and continuing 

Ihrough Decision No. 89 in 1998. the June 1999 "Split Date" and early implementation 

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

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

competilion, rate monitoring, fee and service prescnptions, shipfier contracts, and 

environmental and communily impacts. In coordination with ihe Board, the Federal 

Railroad Administration worked with CSX and Norlolk Southem (collectively, the 

Applicants) to ensure that all safety issues were addressed. 

Through the terms ofthe 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 reintroduction of rail service "East of the Hudson," and 

noise/polhition/congestion mitigation measures have all been put in place. Over the last 

five years the STB has monitored these and olher conditions to determme whether they 

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



33388 (Sub-No 9|) 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, 

a relatively large number of parties raised senous issues about the Applicants' 

compliance with various conditions. As time passed, the number of active participants 

and issues raised in the annual oversight proceedings declined. CT, e^. General 

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

Decision No. 11 (STB served January 16, 2004). The Board al o reduced th'i reporting 

burden imposed on Applicants. General Oversight Decision No. 10 (STB served 

November 11, 2002). 

Nonetheless, complaints about the Applicants' compliance with conditions have 

continued, albeit at a low level. Allegations have most often focused on non-compliance 

with one condition ir. particular: that the Applicants "must adhere to all ofthe 

representations they have made dunng the course of this prcxccding." CSX Cor î.. ct al. -

- Control - Conrail. Inc.. ct al.. 3 S.T.B. 196 at 387( 199",) (ordering paragraph 19). 

Most parties claiming noncompliance with this condition have not sought 

specific relief from the Boaid because of continuing discussions with the Applicants. See 

General Oversight Decision No. 10. and General Oversight Decision No. 11. both supra. 

The STB has pioperly taken no affinnative action in these circumstances. Id. No %, 

however, the scheduled end of the oversight period, the reduced number and volume of 

complaints, and the mterests of linahty suggest that the time has come to resolve all 

remaining issues and end formal oversight. 



Perhaps not surpnsingly in so massive a transaction, the .Applicants made a great 

many commitments to a great many parties in the course of this proceeding. By imposing 

adherence lo these commiimcnls as condition of approval, the Board relied upon those 

represenlations to a major extent in meeting the " public interest " slandard. The declining 

number of claims from individual parties indicates tnat 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 f ron writlen stalements submitted, however, that such issues 

remain. These encompass bolh representations made or conditions imposed for the 

benefii of individual parties as well as those of a more fundamental nature, such as 

whelher the structure, funding, and decisional processes of Conrail allow it to function as 

intended in the Shared Asset Areas. 

After five years it is lime lo resolve these lingenng questions. The record 

compiled to date suggests lhat the Board's condilions have worked overall. What 

remains is for the Board to bnng about an appropriaie conclusion of the pending issues. 

Specifically, complaining parties should identify the specific representatioifs made or 

other conditions imposed and allegedly unfulfilled, and present the evidence and 

arguments on w hich ihey rely lo support their claims. The Applicanis should be given an 

opportuniiy to preseni any rebuttal or other response. 

The procedures nov. in place -- these oral heanngs and the corresponding writlen 

stalemenls, as well as the opportunity for wntten comments scheduled for July - provide 

the proper framework. Afier thai this proceeding should lie closed. For any senous 

concems that may subsequently arise, the Boimi has repeatedly emphasized ils auihonty . 

lo litke appropnate aclion without icj;aid lo lhe existence of a formal oversight 



proceeding. See Fin. Dkt. No. 33.*i56 (Sub-No. 4), Decision No. 4 (served December 27, 

2CK)1). Existing mles on reconsideralion and reopening provide anolher safeguard for 

any subseî vient serious concems. 49 C.F.R. § 1115.4. . 
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.M\ n.inic IS I c tkn K. .Moxu' 1 ,im I ACCUIU c Ditvclor ot" tlu S l ' , l ) \ tXK". Jorit R iil \iithoritv 

("|R \") which IS .ifrili.itcJ with the .^l-.l) XC.uncil ol'(iovcrnimtits |RA is .in ti^Hl courtv 1VnnsvK .iiii.i 

niunicip.i! .luthontv created m l")K^ to .iceiuire r.ul lines .md preserve r.nl service on ( onr.iil Ijr.mch lines 

sl.iteJ tor .ih.ineionnient.' (jiniinencing with ice|uisition ot'two (Conr.iil lines in V)'A\, the |R \ now owns 

Ine oper.ittnL', r.ul lines tot.ilini; route nules th.it h.uuile .ippn)\im.itely (̂MHN> c.irlo.ids ol tr.ittk 

iininiiUy. lhe preserv .ition inJ re.idiK . i \ .ul.ible r.ul senice , n the JR A lines h.is heen instruinent.il in 

economic developnient .Ktivitv .md e\pMnsi<:n ol emplovment m (:entr.il I'eiinsvlv ani.i over the last twenty 

ve.irs. .Ml our Itnes .ire operated hv comp.inies owned .uid m.in.i,i;e'.i hy Mr. Richard I ) . Robey ("Robey") 

.uul his r.ul oper ltions .ire fin.mci.ilK sell supportini; 

l . M • ' M I M . V M i l \ RR 

S E D A C O G l ines in G R E E N 

N S l ines i n B L A C K 

C P l ines i n R E D 

O t t i e r S h o r t LincN in O R A N G E 

HAimitSUIIO 
(biMKhing* point for NS/CP 
Tlaml Olvltlent" agraoncnt) 

1 he counties which comprise .St;DA-C"(Kl JRA include C entre, ( l inion. Lycoming. M i f f l i n . Montour. 

Northumberliind. Columbia and I'nion Counties 



T I K IR \ IS mindt'ul that it h.is a rcsidii.il common carrier service oblii^ation. bor this .ind other 

import,mt re.isons \vf v .ilue .m (. t'l'ective workini : partiu r>liip> w ith \ o i tolk .Southern (.oqioration (" \S") 

,is .ill our former (.onr.ul lines now connect w ith \.s in addition w e cooaimau closelv w ith Mr. Rohev 

.iiiel his St.itt on (.conomic ,UK1 i!Klu:>tri.il (.lev(.•lopmetil pro)ects. 

Since economic v elojinie nl rei,ite J to rail int'r.istrudure h.is continue J to move t'orvv.ird 

despite e.uiy problems rel.ited to the split ot ' tamr.ul . Tlu first V(..ir .it'tt r the '"split (.i.iti"" w .is tmnt ; for .ill 

p.uties, but since then the (^ualitv of service we receive trom NS is generallv s.itisfactorv. l unher. the 

.iccess to the (!anadi.in I'acitic R.iilw.iv ("( !''") that has been ei i iovci since h.is .illowiel our re^non to 

compete eltectivelv lor new .mel exivuKleel industri.I'i (.levelopment-pn>\iJin^ for mere.ised ;r.ifl'ic .iiiel 

revenues tor our tivt.' short li ius uul bot i i (lis>< I r.ulm.Kls m the reiiioii The |R N's mission is turtln r.ince 

ol etonomic elevelo|-imenl through the retention, improvem(.nt .uiel esp.uiMon ol both r.ul infrastructure 

.md r.ul S(. rv ice. 

In prev ious ovirsii^ht pn ict t tlinus, tht |R \ t \pres-;ttl serious concerns rel.iti el to serv ice issues 

i lur in i ; the Ir.insition Irom (^oni ul .UKI m reiviid to unresolv ei.1 mlercli.mm 11 inimitir.i. nls that li.id bet n 

m.Kk' bv \.s in connection vvitl; i l i t ,R\|Uisition proceedins.'. \ l this )un t lu r i . the service ..^siies li.ive i K t i i 

tes( llv I. (.1 (ir tluv . in 1 a ini', m.m.ii^eil to the exl tnt th.it ih i v no 1< inyyv prt sent seru )us j in iblenis li ir | R \ . 

I l o w f v e r , nol .ill ot our prt v iouslv ( \presst\i toncenis rel.itini: to inituh.in<;i expett.Uions .irismi; 

out ot pre . i t i juisit ion tommitnienls bv \ ,s Ii.ive I H I I I r t so lv i J .it this pomt We hope on r,oing i l l oris 

will proi i i ic i loni", t t r m solutions .uul rtsults lli.it will prove lo be both s.ilislactorv .uul beiieliii.il to ,ill 

mle r t s l td p.irlies inclikii in ' |R \ uul tht r.iil ( i t j u i u i i i i t shippers in ilu ' rt r.ion we serve. 

I o tuilv UMvli rsl.uki our ( urt i nt is.sut s, how t \ ei . w (.• nuisl 1< H ik b.ick |o t iu br(. .ikup ol ( ,0111,111 .ind 

Its subsii|uent eveii'.s ,is thev . i l t n i i i l ( eiitr.il l'enn>v Iv .1111.1. 

Wl lh el K OIU .Il ' l iiK nl l i d i i i |R \ i ikl lis eoilsti l iunl slii|->pers, nul it l lu belltsl ol N.S, Rolnv 

supported N.S in its (.|uest to . i t \ |u i r i in.i)or j>oriions ol the ( .onr.ul svsiem iiuKklmi' , .1 direct connection 

with the R O I K V / I R . X r.ii! liius. l lu |R \ w.is supporttvt ot t lu \ S .u\|uisilion .is w i l l In r tni t ;ni t ion ol 

this siipp( irt, \ S commit 11 (.1 111 | i i i u 1 )l I ''',17 to i',r,uit ' r.ick.ii'.t ni ' j i ls to l.icilil.ile the C( miu ctK m (it lu ibev "s 

le.isi d Iiius .uul to ptrmit d in t t mt i rch.ini',t w ith t lu ( I ' ,il .suiiburv for tr . iffic origin.ilini; or tt rmin.it in^ 

.It loc.il poinis on ( 1' or ,11 points on c,irneis th,it connect onlv with ( I ' In ,1 leitet elaltd j i i iu Kl. I '^ 'H, 

N.^ .ilso sl.ite(.l lh.it ĉ  :nnt ctmi', tht liV (. Robev r ulro.kls .uul prov idini', ,icct ss to ( 1 ' wmilt l be initi.il steps 

to c,row busintss m tlu r igion. l lns letter w.is r e l t r e iuwl bv both Robtv .uul |RA in j inor submissions 

;uul st.itenunls to t lu Ho.ii\l. 



IR A, Its constituent shippi rs, .uul its connecting; short lines w ert ipprist d ot the NS commitments. 

|-ollowin,u the split <.f (^onr.ul m juiu i>f 1')'.''̂  NS encountered monument.il oper.itini; problems .md (M' 

.icct ss .It Sunburv , I'A w .is cruci il m keepmi; sonu' iiukistries .goini; in ( i nir.il I'ennsvK .ini.i. No i tlort vv .is 

m.ide to lorm.ili/'e ihe N.^ commitment tor m.mv months. In rtli.ince on this .irr.ini;emeiit. the shippers 

L;'-(.VV new business in luvv tr.it'fic I.uus. The result his been incre,ise(.l r.ul nMl'tlc for the iRA. CV. ,ind 

sigrut'icantlv, i lu N.s. .ill p.irties h.ive re.ili/ed .i ntt ^.iin m r.ul tr.itlic .uul reveiuK. l l u rei;ion h.is .ilso 

beiu liteel trom the cre.uion ot new )obs. 

()n .September I . 2nii|, NS .uui Robev enttred into .1 complt \ ir.ick.ige rights .igreement 

]iur|''orting to torm.ili/e the NS commitment, l lu NS/Robev agreenun' subst..nti.illy restricts .iccess to 

t.V .md providts s.mctioi.s .ig.iinst Robev tor tr.itlic li.melled in viol.itions ol tlu strictures. 

(!entr.il I'ennsv lv ,mi.i shippers .uul their suppliers ,ire not pnv v to tlu September 1, 2lllll 

.Igreement. .\s ,1 result ot continuing espect.uions b.ised on tlu |uiu \'>'C commitment vv e mult rsl.md 

lumurous inbound shipnunts receiveel v 1,1 inti. rcli.uige with t.V ov t r tlu p.ist three ve.fs ire now cl.iinud 

bv NS to h.ivi b t tn misroutiii in viol.iiioii iit tlu pnv.ite two p.irtv .igrttii i tni. .M.mv ol thtse shipments 

vviTt routed bv .Miilwest gr.un brokers who h.ui no knowledge ot routing rtstnctions imposiel b\ llu 

pnv .ite .igrttinent. Simplv |-iut, tb.e exisimg NS/Robev igrteiiit nt dillt rs Irom t x|itci,itions ol st rvice 

users ,IIKI IS dillicull l l ' .idminister uui whicii c.in .ictu.illv loster niisrouted c,irs rtsullmg 111 viol.iiions ol 

tlu existing .igrt ement .1 siiu.ilion !h,il none oi the ,itlectt(.l pirties w.mts to see. 

Ih l probkin h.is ist.il.iteil to stnous |M'oportions in ( ti i ir . i l I't nnsv lv ,11111 ,is ii tlirt,ittns strious 

imp,Ids on truisport.iiion servict .iccessibli to ngion.il shi|ipirs uul llu |R \ is wi l l is two priv.iti short 

luu s ov I r w Inch Robiv ilso O|H r,ili s: the Wisl .^hoie R.ulro.iii ("W ISI ") ,uitl I .t w isburg, i \ : Hui l.ilo ( ri i k 

R.uho.id (" I H( X"). 

l l u .illicteel sliippt rs ,inii |R \ siek lo .icliiivi live go.lis reLitiel to t xpn t.ition.^ hom prior N.S 

C( (mnuliik nts 

I'lu ,igrt emc --t w itli NS should fulfill the .icct ss to ( I ' pnnnised bv llu l')')7 NS letier to Robey. 

I lit .igrt i n i i t i i w ith NS should provtili th it ilu ir.ittic th.it cm be mtt it li.ing,t d dirn tiv with ( I ' .it 

Sunburv is l lu s.inii ,is the ;r,itfit th,ii cm in ink rcli.ing.td iiulirictlv with ( I ' vi.i I l.iirisburg (the 

fitter bl ing tht ir "lixt d iliv isions " .igrnnu nt w lurt bv N.'s prov ides li.iul.ige Irom I l.irrn burg to the 

Robiv mtercli.mgt ,it Noriluimbeiiuul, l ' . \ ) . 

Tlu .Igreement with NS should provide th.it ,ill existing tratfic sh<,ulil be meaningtiilly 

'"gr.Uklt.itlu reif . even it il eloes nol nu t i tlu iiivv ililinition ot covireil tr.itlic mult r tlu jnev.uling 

NS/Robev .igrccnu nt. 



• I'he agreement with NS should be penn.uunt. 

• the .Igreement with NS should .ipplv to the owners []\{ \ . W'lSI. , I.BCX) of the vanous r.ul lines, 

.uui to lhe Robey r.iilro.uis ,ind .uiy successor oper.itors ot tht lint s. An .igreement with a speci'lc 

opei Itor IS tempor.il; the agreemeni net ds to lie ,ible to bt tr.mst'erred to .1 dit'termt oper.i'or m the 

luture. 

lhe JR \ is optimistic th.u lurtlur liiscussioiis .md lugoliations with NS regarding these issues .md 

the regior .ll r.ul network will bt t'ruitt'ul. l l u JR \ recoi.n)i/es the imporl.incv of ct>ntin.uing t.) be a va'. ed 

partiur with NS ,uul will endeavor to do so. I'lu |R.\ is curnntl- eng.iged in d'scussnvns with NS which 

hoju lully will result m constructive resolution of the access issue .ir.d olher issues of nuitual interest .md 

concern. Since llns m.itter h.is been iJentilud .is .1 senous concern dunng the oversight pnicess w- believe 

that continu.ition ot oversight tor in .iddition,il ve.ir would be helpt'i I r i t'.icilitating a r.solution in tlie 

intirisis ot .ill concerneil. 

f o r lunher mtonn.ition: 

lelterv K. .Slover. I xtcutive l ) i r ic lor 
SI '.l) \ - ( ; ( K i joint R.ul \iilhontv 
2(11 l iirn.u e Roatl 
I-cwisburg, I'A I7H^7 
.S70 S24 44')l 
.S70-.S22 722^ (direct) 
S7(l .S24 '>!')(I (f.:x) 
islov er((/ sed.i c< )g.< u g 
WW w St ii.ic< tgr.iil < )tg 
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lion. Vemon A. Williams 
Surface 1 ransportation Board 
1925 K Street, N.W. 
Washington, D.C. 20423 

April 30. 2004 

EtvJTERED ̂ , 
Office of Proceedings 

APR 30 200V 
Pirtof ^ 

Public Ftooord 

Rc: Finance Docket No. 333X8 (Sub-No. 91); C.S'.V (3t>rp., el til. - - Control anti 
Opcrtilin^ U'ascs//\^reemcnts - - Conrail, Inc.. cl nl. /General Oversight j 

Dear Sir; 

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

In the main proceeding that led to the approval ofthe transactions, the implementation of 
which the Board is now "overseeing"' in llus proceeding, the Statc of Maryland executed and 
submitted tor the record letter agreements w ith hi>th CSX Corporation and Norfi>lk Southern 
Corporation, respectively (each dated September 24, 1997). These letters included conmnlmcnts 
from both companies as to the actions they would take to preserve and improve rail sen ice in the 
State following the implementation ofthese transactions. In its letter agreement, NS .stated its 
intention to 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 ihe State. 

In a filing in this Oversight Proceeding dated July 14, 2000, the State provided a 
ce>mprehensivc listing ofthe status ofthe two rail carriers' commitments. .See, Attachment 3 to 
Letter dated .luly 14, 2000, from Hon. John Porcari (then. Maryland's Secretary of 
Tian.spoitation) to Hon. Vemon Williams. The status at that time was less than heartening from 
the State's perspective. Since that time, we have appreciated, die Board's continuing oversight of 
the railroads' performance. 



M C L E O D , WATKINSON & M I L L E R 

Hon. Vemon A. Williams 
April 30, 2004 
Pat'e 2 

We are pleased to rcport that representatives of both companies continue to work with the 
State to implement the comtrntments they made in order to secure the State's support for the 
transaction. In a recent meeting with represcntativ es of Norfolk Southern, the State heard that 
the company recognizes that it has a continuing obligation to work on implenientation c f the 
Items described in the 1997 letter. Representatives of CSX. simi'arly, hav e continued to work 
vvith the Statc to monitor the quality of serv ice provided to commuters in the M.ARC service, and 
to find ways to improve the quality of rail and intennodal service available to shippers in the 
State. 

The story is not ovet because econ Miiic factors and other matters ha\ e prev ented the 
railroads from implementing all ofthe actions described in the 1997 letters within the time 
frames described. We will continue to work with our railroad pi'rtners to fulfill our mutual 
obligations under those letter agrcemciits. 

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

Respectfully submitted. 

Charles A. SpitiuJiil' 
Counsel for the Statc of Maryland 

cc: All Parties of Recoid 
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W I U J A M L . S L O V E H 

C. M I C i l A B L LOFTUS 

D O N A L D O. A V E H Y 

J O H N H . LE SEITH 

K K L V I N J . D O W D 

I f O B E H T D . R O S E N B E R O 

C H R I S T O P H E R A . M I L L S 

F R A N K . 1 . P E H O O U Z Z l 

A N D R E W B . K O L E S A R I I I 

P E T E R A . P F O H L 

DUVNIEL M . J A F F E 

K A R E N H A S S K L l . H F . K K E N 

K E N D R A A . E R I C S O N 

S L O V E R & L O F T U S 
ATTf>HNK.YS AT LAW 

S E V E N T E E N T H S T H E E T , N . W. 

W A S H I N U T O N . D . C . a o o ; i « - . ' l o o ; ) 

April 29, 2004 

VIA HAND D E L I V E R Y 
I ho Honorable \ crnon Williams 
Secretary 
Surface Transportation Board 
1925 K Street. N.W. 
Room 711 
Washington, DC 20423 

T E L E P H O N E -

(soe) :>4r- 7170 
F A X : 

( l i o e j 3 4 7 - 3 e i O 

I R I T E R ' S E - M A I L : 

•>l(i> e r a i i i l l u f t u s . c o i n 

Et̂ TERED 

Office of Proceedings 

APR 3 0 2004 
Partof 

Public Rocord 

Rc: Sl B l-inancc Docket No. 333SS (SidvNo. 91), 
CSX C orporation, ot al. -- Control and 
Operating l.eascs/Agroomonts -- Comail Inc. ot al. 
((icneial Oversight) 

Doar Sociotaiy W'illiams; 

1-Iicloseil for filing on tho rooord ofthe roforcnccd procooding plca.sc find 
an original :md ton copies ofthe Vorinod Staiomont of John T. (iuinan. Assistant 
Commissioner of tho Now N'ork Stato Dopartmcnt of Tiansportation. Mr. (iuinan vvill bo 
appearing ;it tho May 2004 oversight hoaring on behalf of tho Stato of Now N'ork and 
N^ SDO T. 

Tho unoxpoctod unavailability of koy Stato officials whoso participation and 
approval were nocossary for tho preparation and submission ofthe Statement preoludod 
its submission by August 26. 2004. as prov idcd by tho lioard's scheduling ordor. 
Accoptanoo of tho Statement should not pro|udico tho rights ofany pai1y, however, as 
copies of tho Statement are being sorv od this dato on ooiinsol for CSXT and Norfolk 
Southorn. and Mr. (iuinan vvill bc present at tho hoaring to rcsponse to any que.stions. 
Therofivro. Now York respectfully requests that Mr. Guinan's Statement bo accepted for 
inclusion in tho rocord ofthis proceeding. 



Mr. X'ornop Williams 
April 29. 2004 
Page 2 

Thank you for your consideration in this matter. 
Smcerelv. 

Kolv m J. Dowd 
An Attorncv for 
Tho Stato of Now York 

KJD;dmb 

Enclosure 
oo; Mr. Dav id Konschnik 

Richard A. .Mlon. Ksq. 
Dennis ( i . 1 yons, Hsq. 
Mr. John T. Guinan 



S I B Kinance Docket No. 33388 (Sub. No. 91) 

( S \ ( O R P O R A T I O N AND ( S \ TRANSPORT VFION, 
IN( N O R F O L K SOI T H F R N ( O R P O R VFION AND N O R F O L K 

S O L T H E R N RAII WAN ( O M P A N V 
-- ( O N F R O L AND OPERATIN(; I E A S E S / A ( , R E K M E N T S --

( O N R A I L , IN( . AND ( O N S O L I D VFED R A I L ( O R P . 
((General Oversight) 

V erified Statement 
()t 

John F. (juiiian 
.Assistant ( ommissioner 

New Vork State Department ol Transportation 

April 28, 2004 

My name is John T. (iuinan. and 1 am Assistant Commissioner of tho Now 

•̂ot•k Stato Dopailtnont of Tiansportation ( \ ^ SDO 1). 1 am subnntting (his Statement on 

behalf of the Stale t)f Now ^ oi k and SDO T. Now N oi k appreciates tho opportunity to 

oi>ntiiuio lis jiarlioipation in this |iti)oooiling. on behalf of its oiti/ons, oommunitios and 

rosiilont btisinossos. 

In lis pnnciptil Ct)mmonts on iho thon-pioposod acciuisition and div ision o\ 

Comail bv CSX 1 ami Norfolk Soulhorn in Ootobor. 19<)7. Now York outlined its historic 

ntuiiK ial, logislativ 0 and rcgulatorv support lot a sound atul offioiont fioighl rail system, 

and till, importance ofsuch a system to tho ooonomio health ofthe Stato. Particularly as 

regarded CSXT and Norfoik Southern's plans forConniil, Now York noted tho 

applicants' claims that approval of thoir proposal vvould load to expanded and enhanced 

freight soi v too al loduood oosts; oxpandod market oppiMtunitios for regional shippors; 



significant diversions of freight tniffic from ov orburdonod highw ays; and short and long-

torm svtioigios atul offioionov gams lhat wotild bonofil all affootod oonstituencios. 

Inasniuoh as ovor 90",, ofthe freight tonnage moving to and through in Now ^'ork vvas 

oonttollod bv ("(.mail. Now N'ork was numberod among those vvho tho applicants claimod 

would gam from tho transaction. 

Now \ ork supported the stated goals ofthe Conrail acquisition plan, and 

acknow lodged that many elements ofthe applicants' proposal as thov related to the 

( onrail linos vv ithin tho Stato did offor an impiovomonl ov er tho thon slaliis t/iifi. .\s New 

^'ork o\|ilainod. bowovor. on balanoo tho unoiMulitionoil appioval of iho CSX'TNorfolk 

Southern proposal vvould fail to moot tho goals sot bv tho applicants and servo tho public 

interest. Now N" >rk proposed seven (7) specific conditions vvhich, if adopted, vvould 

onabio Iho Stato atul tho S TH to oiMioludo that .!io applicants' ;',Ian vvas consistent vvith tho 

publto mioiost. Thoso ooiulitii>ns wore; 

1. All ordor iot|uiriiig CSX I to gt.iiil liaokago rights tt) No\v f ork's oarrior 
nominoo o\ci iho poilu>tis v̂ f tho lliidsiMi 1 mo ih.il would bo oontrollod by CSX T from 
tho Selkirk mtoiohango with CP Rail to tho oiul ol ( oniail s Tromonl Sooondarv, to 
pormit dual tail oarrior soiv ioo to pomts oast ol llio Ihulson Rivor. 

2. A diiootivo (hat CSX 1 atul NS tako stops lo opon the ButTalo area to rail 
competition atul to impimo tho tail mltastruotuio m iho region. 

3. 1 ho ostablishmont of an ov ersight period to monitor tho safe co-c\istcnc • 
ol ( SX I and NS fteight serv ice w ith oommutor and inlot-oitv passenger sorvico 
throughout Now York. 

4. Tho full assumption by CSX 1 and NS of Conrail's continuing obligations 
undor I 3 oinimoratod contracts vvith Now N'ork or ils agonoios. 
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5. .\ oommittnont by CSXT and NS to continue and expand Conrail's 
cooperation w ith and participation in tho Now York High Speed Passenger Rail Program 
to upgiado infrasti uotuio botwoon .\lbanv and Ruffalo and botwoon .\lbanv and Now 
York City, abov o and bo>ond passongoi-rolatod contract projeots. 

6. .'\ oommitmont by CSX 1 and NS to onhanoo and expand tho passongoi rail 
infrastructure in Now York, in conjunction w ith .Xmtrak. 

7. Tho imposition ot conditions lo protool tho inlorosts of Now \ ork's short 
lino railroads, inoluding tho Livonia, .Avon and I akov illo Railroad ("LAL"), which sought 
tho elimination ofa restriction on its access to Iho (ionossoc Junotion "Sard that limited 
LAL to a single Class I line-haul connection. 

While CSX T and Norfolk St>uthorn initiallv opposed tho conditions sought 

by Now York, eventually they agreed to assumo ami fulfill all contraots to whioh Conrail 

w ;is a partv Thov tilso agreed to w ork in good faith vv ith Now York and other states to 

address issues loganling passenger soiv ioo offioionov atul safety. Those eommitmcnls 

toprosontocl progress in two (2) of (ho koy issue areas raised by Now \'ork in its 

Commonts. 

In Its July, 199S Decision approv mg ( SX 1 and Norfolk Southern's 

acquisition and div ision of Conrail, tho S TH imposed tho follovving spocific conditions 

for tho bonotlt ot Now \'ot"k and ils oonslitiionts; 

1. An ordor directing CSX T U> nogotiato imiostrictod ttai. kago or haulage 
rights in favor of CP Rail over tho Hudson I ino ftom Selkirk to Tiosh Pond. 

2. A roquiromont that CSX 1 adhoro to its representations regarding intended 
invostnionts in now oonnootions and upgiadod facilities m (ho Buffalo aroa. These 
included; ( I ) upgrading Conrairs computer (oohiu>logy and fueling facilities; (ii) 
maintaining or increasing current Conrail employment levels; (iii) providing NS vv ith 
overhead trackage rights to Suspension Bridge; (iv) working with other carriers to 
schedule switching and through movomonts to loduoo congestion at points like CP Draw; 
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and (V) "investing substantial funds" in network improvomonts to reduce shipping timo 
and onhanoo sorv ioo reliability. 

3. .'\ diiootiv 0 that CSX T ooi>potalo w ith Now York and NY(TT)C to stud> 
the feasibility of upgrading tho Now \'oi k ( toss-Harbor oar tloat and tunnel facilities. 

4. A roquiromont that (^SXT establish a oommittoo w ith Now York City 
officials to dov olop wavs to promoto increased truck-rail traffio div orsions to and from 
Now N'oik C itv. and a oommittoo wtih BuffaU regional atul looal authorities to prt)moto 
rail traffic growth in that region. 

5. .\ directive to CSXT to nogotiato an agreement that vvould grant L.M. 
trackage rights over tho Gonosseo Junotion Yard sufficient to allow LAL to connect vvith 
tho Roohostor (K: Southorn Railroad ("RSR"). and to both carriers to ontor agreements as 
needed to limit tho soopo of "blocking" or othor lostriotiv o interchange provisions in 
leases and contraots botwoon Conrail and short linos generally. 

In addition, tho STI^ broadly maiuhitod that CSXT and Norfolk Southern 

must ailhoto to all of tho loprosontations that thov made to tho S TB and various panics 

during the oouiso of tho case. Among othor thmgs. tho effect ofthis general condition 

vvas to bind CSX 1 and Norfolk Southorn to ihoir commitments to assume Conrail's 

obligatums undor its various contracts vvith Now N oik. as well as to tho loprosontations 

mailo bv bolh CSX 1 and Norfolk Southorn in llioir lospootivo Safotv Integration Plans. 

Ov er tho ensuing years sinoo the S TB's Decision, Now York carefully 

monitored CS.X T and Norfolk Southern's implomontation t)f their Conrail plan, and thoir 

complianoe w ith tho conditions imposed by tho S TB on (ho transaction. Through 

NN SDO T. tho Stato legislature, and a luimbor ol localities, stato agonoios aiul political 

subdivisions. Now York continued its activ e engagement in tho promotion of freight rail 

sorv ioo and the cnhanocmont of tho freight mil infrastmcture, with a specific focus on 



w orking w ith CSXT and Norfolk Southorn to promoto tho stated goals and claimed 

benefits of thoir joint takeov er of Conrail. 

In many tospocts, CSX 1 and Norfolk Southem can claim technical 

complianco vv ith tho STB's Nevv York conditions. Tho State's contracts w ith Conrail 

vvoio assumed and havo boon performed; ( SX 1 and CP Rail entered into an agroomont 

for unrestricted trackage rights on tho Hudson Lino; and the Cross-TIarbor, Buffalo and 

Now York City study committees were formed and moot as specific issues arise. In tho 

key areas of infrastructure improvements, freight serv ice quality onhancomonts, 

expansion of marketing opportunities, and a general commitment to tho grovvth ofthe 

Now York freight tail transportation systein. htnvovcr. CSXT and Norfolk Southorn have 

failed to live up to tho expectations sot by then original application. Indood, Now \'ork's 

oxporionoo has shown tho oamors retreating IVom tho goals and benefits mat thoy touted 

in 1997, even as tho Stato has worked lo sii|iporl ihoir aohiovonuMit. Somo examples of 

this tlisturbing pattern follow . 

Buffalo Region 

Tollow ing the completion of CSX T's upgrades to ot>mputor ani.1 fueling 

facilities and Norfolk Southern's expansion of Bison Yim\, tho railroads effectiv ely 

suspended offoiis to enhance infrastructure and improv o freight service efficiency in the 

Buffalo area. C SX T eliminated a crow shift at its Tiontior Ytxrd. and closed its Seneca 

Yard soulh of Buffalo altogether. The latter yet mav iio resurrected as an intemuxlal 
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facility, duo to a S4 million capital infusion prov idod by the Stato. Otherwise, however, 

wo arc unaware of anv projects or specific plans for tho carriers themselves to invest in 

network improv ements to reduce shipping times and enhance service reliability, as ihcy 

rcprcsontod tliov w ould during the STB's consideration of thoir Conrail proposal. 

Additioiuillv, tho rail workforce appears to havo boon lodiicod in tho Buffalo aroa. 

(ieneral Rail Infrastructure 

From the inception of thoir takeover o*'Conrail, CSXT ai.d Norfolk 

Soulhorn both expressed concents that the propertv tax strucluro in Now York, as applied 

to lailroad as.sets. oroatod a disinconliv o to now infrastruoioio invosimonl. In response, 

tho Now York logislaturo onaotod—:ind (iovernor Pataki signed-the NN S Rai! 

Infraslrucluio Inv estment Act of 2002. This legislalion is ono of many slops by which 

Now York has materially suppoitoti tail infiastiucturo development since the Conrail 

tiansaotiou was compleled. Indood, since I9»),S Now York has oxpoiulod or progiainnuHi 

appioximately SIS5 million m Slate and fodcial lunds lo improve tho Slate's rail network. 

The 2002 Aot prov idod significant propertv tax relief for existing rail 

piopeilv as woll as for now railroad intiastruoltiio mvostmont. Tssonliallv, the law 

oroatod a IO-\oai proporty lax valuation oxolusu)n lor now iii\oslmonls in rail facilities 

and infrastructure improvements. The ptogram covers tho valuo ofthe now investment 

regardless oflhe source ofthe investod capital. Thus, tho railroads can claim tho 

exclusion ov on where the Statc provides part or all of tho fiinding for tho improvements. 
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Despite this extraordinary outreach bv Now York m ditoct response to the carriers' 

expressed oonoorns. neither CSX 1 nor Norfolk Southorn has submitted a project for 

qualification undor the program. 

Compounding their apparent laok of follow-through on tho commitment to 

impiovo aiul enhance tho freight rati intiasltiiotiito in Now York, both railroads have 

closed ooononno dov olopmonl offices in the Stale. Those moves adv ersely impact efforts 

to promoto and market expanded rail freight sorv ioo in Now York, one ofthe stated goals 

ofthe carriers' Conrail plan. 

The L A L Railroad 

As 1 nolod above. LAL was tho bonoficiarv ofa specific condition imposed 

by the S TB on its appioval ofthe (onrail acquisition. .Soon aftor the STB's Decision, 

CS.X T onlorod inlo an agroomont with 1,\1 granting the latter accoss over tho (ioncssec 

Junction N aid to olfool interohango w ith llio RSR. as loquiiod bv tho condition. 

According lo LAl . howovor, ( S.X I s oommilmonl to the purpo.se and intent ol the 

condition has not oxtondod v orv far bovoiul the signing of tho agroomont. 

1 ho (ioiios.soo N aril is used piinoipallv by l . \ l . and RSR. CS.X T's only uso 

of tho vard is lo sol off and pick up cars to and ftom I . \ 1 . Howovor, the l.AL-CS.X 1 

agroomont prov idcs thai CSX T would rehabilitate and maintain tho Yard to FR.A Class 1 

condition. LAL had sought to acquire the N aid in the ( onrail procooding, but CSX T 

argued (successfully) that divcstiti'io was unnooossai v in light of ils commitmonl to 
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rehabilitate and maintain the tracks. L AL and RSR thus must rely on CSXT lo facilitate 

smooth aiul offioioni mtoiohangos botwoon thom. 

In Juno. 2000, CS.X 1 performed a "safotv iio" roplaoomonl sufficient to 

reduce tho likelihood lhat the track would oomo apart undor a train. However, according 

lo 1..̂  L. lhis work did not bring tho track up to TR.A ( lass 1 standaids. and CSX 1 has yot 

to lohabiiitatc the Yard as promised during the Conrail ptoceeding and offoctivcly ordered 

by tho S TB. Sinoo 2000, track conditions hav e continued to deteriorate with very little 

attention from CSXT beyond emergencv-t>po .opaiis. The results havo been rail spreads, 

dorailmonis, and the closing of tracks in tlu. Y;ii\i iluo to unsafe conditions. Bolh I .AL 

and RSR have suffoiod losses because of CSX T's nogloot, including lost revenue duo lo 

sorv ioo interruptions and significant cleanup and ro railing costs follow ing derailments. 

Southern Tier Rail Lines 

As .1 losult of the Connil Irans.lolioii. \i)rfolk Soulhorn assumed ot)ntiol 

over Iwo tail linos in Now \'ork's Soulhorn I ior. I ho Sotilhoin Tier Mainline oxtoiids 

from Buffalo lo tho Northorn Now Jorsov jioil area. The Soulhorn Tier Lxtonsitin runs 

from ( ony, PA to llornoll, N \ ' , whote it comiools with tho Southein Tier Mainline. 

Norfolk Soulhorn is lo bo oommoiulod t'or ils oooporalton vvilh the Southorn 

Tier Rail .Aulhonlv, iho Suite and the \\ ostein Now York atul Per .isylvania Railroad to 

complele a sale-loaseback arrangement whioh resulted in the rc-eslablishmcnl of rail 

service to many local businesses, and a through rail route for the diversion of Norfolk 
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Southorn ooal iraii.s. However, Now York Ii.is oonoorns regarding the futuro ofthe 

Southorn Tier Vlainlino. 

Tho I'oilago Bridge over I jtoliwotth (ioigo between Buffalo and 

Fiinghamton w as identified b\ tho FR.A as a safety conceni during tho Conrail proceeding. 

This sogmoiit .ilso is used by CP Rail v ia trackage rights to connool freight movomonts 

from tho Canadian botdor to iis tail network .it Binghamton. While Norfolk Southern 

now has an allcrnato routo via tho Soulhorn Tier Fxtension. CP Rail must depend on its 

trackage rights over tho NS linos v ia Portage Brulgo. 

.Altliough tho TR.A roport found that the Poilago Bridge has a limited life 

vv itiunil oxionsiv 0 rohabilitalion, Norlolk Southern has nol aiMunmood anv plans l(̂  

addicss the Bridge s existing condition or opoialmg plans in the event that the bridge 

boooinos unusoiiblo. This is a matter of groat oonooi n lo Now York and tho interests of 

oxpandod tail freight sorv ico, as 'oss of the biulgo would diamalioally loiluoo CP Rail's 

offooliv ono.is as a oonipotilor in the wosiorn part of the Stale. 

In iddition, tho portion of (ho Si)u(horn Tier Mainline botw oon Binizhamton 

atul Poll Jorv is, P.A is sigmfioanllv uiuloriiliii/od. aiul has boon idonliflod by Norfolk 

St)uthoMi as a oaiulidalo tor salo or lease. So K>ng as Nortolk Soulhoin's intentions 

regarding tho Southern Tier Mainline aro not oloar. tho Slate's l>ansportation capital ami 

freight tail development plans rcmain inoompiolo. 



Grade Crossings 

Tinallv. but by no moans least, serious oonoorns have arisen ovor the 

prospect of CS.X T system downgrades contributing to incroased risks at grado crossings, 

especially in the Rochester, NY aroa. lnv ostigations aro underway by tho FR.A and others 

into tho spooitlo causes of accidenls atul gtado oiossing ptotoclivo dov too maltunclions, 

and tho stops lhat oould or should have boon taken to avoid thom. 

Reducing the number of highw ay grado crossings was among the piograms 

incoipoiated in ( SXT's Safety Implementation Plan, and ensuring lhat all railroads lhal 

oporato in Now York dedicate tho necessary human anil financial resources to properly 

maintain safety dov iocs and othor oquipmont al the crossings which musl remain is a Slate 

pnoril> . Now York vv ill continue to monilor tho situation and report furthor findings to 

tho S TB. the T R.A, and/or othor appropriate federal aulhorilies as thoy become available. 

* * * 

Now N ork remains willing and piopaiod lo work with CS.X 1 and Norfolk 

Southorn oarnosll v atul in good faith, to addi oss the mallet s doscribod abov e and 

o'horw iso Irv lo roali/o the promise of oxpandod rail freight serv ice and o.ihancod 

transportation onicicncy that was pan and parcol ol iho oarnois' Conrail plan. l:xpanding 

and improv ing rail Iransportalion is an important goal of Now York. The Statc has 

worked lo fulfill its lolo by increasmg its invosimonl in rail mfiaslruotuio and assisting iho 

carriers doing business in Now York thiough initiativ cs such as the 2002 property lax 
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legislation discussed above. We ask the STB to provide continued oversight to assure 

that oaiTiors fulfil! thoir oommilmonls to Now York. 



VERIFICATION 

cOL ^T^ OF ALBANV ) 
) SS: 

STATF OF NFW^ORK ) 

John F. Guinan, being duly svvorn. deposes and says that ho has road the 
forogoing Verified Siatcment, knows the contents thoroof. and that tho same aro truo as 
stated lo the host of his knowledge, informaiion and bolioL 

John T. Ciuinan 

Swom to and subscribed before mo 
this Dav of , 2004. 

Notary Public for tho Stale of Now Ycirk 

My Conunission T xpiros 



VERIFICATION 

COUNTY OF ALBANY ) 
) SS: 

STATE OF NEW YORK ) 

John F. Guinan, being duly svvorn, deposes and says lhat ho has road tho 
foregoing Verified Staiomont, knows iho conlenls thoroof, and thai the same are true as 
stated lo tho host of his knovvlodgo. information and beliel 

John F. Guinan 

Swoni lo and subscribed bofoto mo 
this "pay o{'/t>A 

J' 

(N'olaiy Publio for tho Stato of Now Yi.rk 

.y,^ ^- y ^ /x -ci c / 
My Commission FApircs 

YvmiDowDei 
Noi 4802123 
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April 29. 2004 

The Honorable Yernon .A \V illiana 
Secretary 
Surface Iransportafii.n Hoard 
I92.S K .Street. N.W. 
VVashipirton, D.C. 2()423-(H)()| 

Dear Secretarv W illi.uns: 

American 
Chemistry 

Council 

<»n .Apnl I , \ 2(j(W. I suhmitted to your OITKV ihc ont'inal .md 10 copies of tho Notu J ol InKiit I o Speak 
of the .ViTiorican ChciniMiy Council C NCC-). In m> iransiiiitlal letter. I aoicd that I uould suf)soi|uontlv infonn 
yuu who vMHild ropicscm ,ACC at the Surface I Kin-portatioii Board's hcarin.u in this nuittci (MI \1a\ 2004. 

I will speak on behalf of .M ( Becau.se I am submitting lhis Ietler hy means of Ihc Hoard's new c-filinLt 
piivess, 1 would approciato hav mg your oW'iec eonlirm icceipl i)\ a phone e;iii i'̂ O'i-"- } I ^ I -"2) or email 
<''2LiU^o.llL ĵiULammî  I hank you for your coopcr.itioii 

Silk eielv. 

I luiiiui^ I Schick 
Assistant (icneial Counsel 

CO. Julia M I ar,. I stj, 



other Submissions 

In order tc process your n l i ig , please fill out the foltowing Information. If you do not ':now the docket 
number, please leave it blank and we will fill it out for you. 

Please fill out the following information to help us complete your fi l ing: 

Docket # : FD -33388 -91 

Subject: * 
F-rst Name: * 
twiddle Name: 
Last Name: * 
Address: * 

Conrail General Oversight 
Thomas 
E. 
Schick 
1300 Wilson Blvd. 

City: * 
State: * 
Zip Code: * 
Email Address: * 
Group/Affiliation: 
Inessage: 

Arlington 
VA 
22209-2307 
tom._5chi':k@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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/A CGmEX 

Apnl 28. 2(KM 

The Honorable \ ernon .\ W illiams 
Seoictaiv 
Surfaoe 1 ranspoilalion Board 
V)2^ K Strool N W' 
V\ ashitii:to!i. D.C. 20423 

IX'ar .Soorolars Williams: 

3^/3'//C 
Kcnnelh fl Pramik 
Director Transportation 
Cemex Ir-c 
840 Gessner Suite 1400 
Houston "exas 77025 
(713)-722-6059 
kennet l rpramika cemexusa c o " 

ENTEt^ED 
Office of Procaedirtgs 

APR 2 [• 200V 
Part of . 

Public Record 

Rof STH l inancc Divkol No. 333S8 (Sub- No. Ml) 
And mv loiter dated March IS rotjuosting time to s|vak al Iho May 3 publio heating 

Please ovoiiso itio lor jiisi now sending m> \M illen lostiiiiony 'o the Board l lie inlotmation in 
tho Federal Nigislcr iiidioalod 'untloi) sialoiiioiils bv (Visons s[vaking iiiav bo stibiiiillod 
prior lo the heariiii.' but are not ivi|iiiivd " I spoke to Mr Riidolph S.iiiii Louis on Moiid.iv. 
who indieated 1 should siihinii a statoiuoiil in advance iMioloscd is my staiomont along with 
lon copies of IIIV intended remarks. 

Sineerelv. 

Kenneth K. Pramik 

luiolosuros: 10 copies 



Off ice ot proceeding. 

APR 20 200't 
Partof . 

Public Recora 

REMARKS OF KENNETH R. PRAMIK 
DIRECTOR TRANSPORTATION 

CEMEX, INC. 

Before the Surface Transportation Board 

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

Public He .T i . i n Wajhington, D.C. - May 3, 2004 

My name is Ken Pramik, and i am Director of Transportation at CEMEX. I 

appreciate the opportunity to appear before the Bo. d today to relate our experiences, 

particularly in regard with CSX, since the time oflhe STB's final approval ofthe Conrail 

Transaction. CEMEX is the largest cement manufacturer and shipper in North America. 

We .-̂ hip via ail major modes of transportation. We manage a private cement hopper car 

fleet numbering nearly 1,500. Personally, my career in transportation began pre-Staggers. 

I have heen directly involved in rail transportation as a shipper for the past thirty yeaI.̂ . 

CEMEX as well as my experiences with the CSX since the Conrail split have 

heen very dilTerent compared to the many years prior. \t is our opinion that the financial 

and operalional challenges CSX faced wilh the new properties caused significant changes 

in management practices which have adversely affected our husiness and ultimately has 

led to CSX's de-marketing of at least two ofour major traffic lanes. The service crisi.s we 

experienced just after the split was more pronounced on the Norfolk Southem, however 

they recovered after a few months. CSX service for us has deteriorated and most recently 

has become a major problem affecting our Florida markel, as well as driven up our costs, 

as we often must truck to our distribution terminals to avoid stock outs. 

During the tin.e when CSX and Norfolk Southem were bidding for the Conrail 

assets, we were assured by then CSX Chaimian Snow lhat existing shippers and husiness 

would not bear the cost ot itie Comail acquisition. The reasoning was that new r3'\ 



business generated by taking freight offthe highway system would be more than 

adequale 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 iiave experienced annual increases every year, including through the 

lime of recession after 9/11. These increases were above inflation demonstrating that the 

increases were not niarket based, and that CSX was taking advantage of their capti> c 

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 presenied wilh increases of 26% on two niajor moves, which has now resulted in a 

non-competitive situation for CEMEX in those two markets. Additionally CSX has 

reduced service lo our rail captive plant in Brooksville, Florida and made changes for 

operational conveniences on the roulings of our traffic, which have increased transit 

times, and negatively impacled our car costs, as well as the overall supply co.sts lo our 

temiinals. 

It is our posiiion 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 Arcas, as the issues and repercussions of CSX's overpayment 

and poor management ofthe Conrail assets conlinue to he 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 al.so 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 infonnation and delails available lo the Board. 
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W I L L I A M L . S L O V E H 

r . M I C H A E L U ) F T r S 

D O N A I J ) (1 . A V K H Y 

O O H N I I . U . S K l ' H 

K E L V I N . 1 . D O W D 

H O B E R T U . P O S E N B E H O 

C H R I . S T O P H r t H A . M I L L . S 

F H A N K .1 t ' F H < ; H ) I J Z Z l 

A N D H E W H . K O L E S A H I I I 

P E T E H A . r W l l L 

D A N I E L M . . l A K K E 

K A H E N H A S S E L L H K . H K K N 

K E N D R A A . E R I C S O N 

S L O V E R & L O F T U S 
A T T O R N E Y S AT L.\W 

I J J I S E V E N T E E N T H S T H E E T , 

W \ S H I N ( i T O N . D . C . _ ' o o : i « 

April 27, 2004 V 

T E L E P H O N E 

l i iOS) ; » - » 7 - 7 l 7 0 

F A X 
ISOS) - u n i o 

W R I T E R ' S E - M A I L : 

cam'V< >Io\ craiKlIoltus.oim 

HAND Dl-LIV ERV 

The Honoi iblo \ crnon i \ . Willianis 
Socrotar> 
Surface I ransportation Board - Caso Control Unit 
1025 K Stroot. \ \V. 
Washinmon. 1) ( . 20423 

Office of Proceedinos 

APR 27 2004 
„ Bart of 
f^blic Racortf 

Ro: l inancc Docket No. 333SS (Sub-No. 01) 
CSX Coiporation and CSX I ranspoilation. Inc.. Norfolk Southorn 
(•orporation and Norfolk Southorn Railw av Company, ot al. 
Control and Operating Leases .Agrocmonts Conrail Inc.. ol al. 

Doar Sooiolarv W illianis: 

L nolosoil for llliny ;iro the original and ton copies of the Written Staiomont 
bv liammotiil, Imliana Mayor Scoll I King on behalf ol the Citios ol l ast Chioago, (iary, 
Hammond ami W hitmg, Indiana (oollooliv cly iho " I our Citv Consortium"). Mr. King is 
.sohodiiloil lo spoak on behalfof the lour Cily Con.sorlium at the hoaring .scheduled for 
Ma> 2004. in Washington. 

Decision No. 12 in this procooding sorv i'il l ebruary 12. 2004, inilicatos that 
parties desiring to subniit written slate: KMIIS lor tho May hearing should do so bv .April 
2(), 2004. Duo lo diirioultios rocoiv ing irnolv approv als Iroiii all members oflhe lour 
City Consortium, this Staiomont is being .submitted ono day late. The hour Cities 
rospooffullv loquosl the Board to accept this Illing notwifhstanding that it is being 
siibmitted one day after the duo dato specified in Decision No. 12. 

l ilts lottor will oortify that on iho dato shown above tho undersigned sorvod 
copies of tiio onclosod slalement upon counsel for tho /vpolicants. as shown bclov\. 



Hon. Vemon L. Williams 
April 27. 2004 
Pago 2 

Ploaso date-stamp th enclosed extra copy of this letter and return it to our 
mcssonuor. 1 hank vou for vour attention to this matter. 

Sincercl 

Christopher A. Mills 
Attoinov for tho I our Cilv Consortium 

CAM:dmb 
Hnclosures 

cc: Dennis ( i . Lyons, Hsq. 
•Arnold & Porter 
.S55 Twelfth Stiect, N.W. 
Washingion, D.C. 20004-1202 
(Counsel for CSX) 

Richard A. Allen, lisq. 
/uckert. Scoutt & Rasonboigoi. L.L.P. 
SSS Sovcnloonlh Stroot, N.W.. Suito 000 
Washington, D C". 2()(K)()-.V)39 
(Counsel for NS) 



STB Finance Docket No. .13388 (Sub-No. 91) 

( SX CORPORATION AND ( S \ I RANSPORTATION, I 
NORFOLK SOI I HKRN (ORPOR VFION AND NORFOLK SOI 

RAII W A\ (OVIPAN^ ( O N I ROL AND OPKRATIN(, LEAS 
.\(iRKKKMKN I S (ONRAIL, IN( . AND (ONSOLID VLKD R A I L ( 

((ieneral Oversight) 

ENTERED ^, 
Office of Proceedings 

WRITTFN STA FKMKNT BY 
( ; A R Y , INDIANA MANOR SCOTT L. KING APR 27 2004 

ON BEHALF OF THE FOl R ( ITV CONSORTIUM ^^^^ 
/Vpril 27. 2(104 Publto Reconi 

1. INIRODUC H O N 

My name is Scott King. I am tho olootod Mayor of tho City of Gary, 

Indiana. 1 am tosli lying on behalf of tho Four City Consortium, also knovvn as tho "Tour 

( itics." w hich is an association of fho Cities of Last Chicago. Ciar>, Hammond and 

Whiting, Indiana. I ho l our City ( onsortiuni w as f ormed lor the purpose of analyzing 

the icgional impacls ol the Conrail conliol ttansaction and roootiimonding solutions lo the 

adverso impacts idoiitil'ioil. I ho 1 our Citios aro located in norllivvoslorn Indiana, direclly 

oast of Chioago w hich is tho nation's largest rail hub. 

1 appear on behalf of tho four ( ilios lor two icasons. Iho first is to provide 

tho Board with background on iho inipacts ofthe Conrail transaction on tho highway 

trans'- .rlalton mfiastruoluio in Northwest Indiana and Iho slops takon by CSX 1, NS and 

the l our ( itios lo minimi/.o tho adverse imp.iels. I ho second is lo toquosl tho Board's 

continued assistance in minimi/ing tho adverse impact of CS.X f's and NS's rail 

operations in tho l our Cities region on vehicular traffic (including police, school, fire and 

FMS v ehicles) that must usc tho manv tail highway grado crossings in tho region. In 



particular, wo toquosl tho Board to help facilitate tho dov olopmonl of an altemative. high-

V i>lumo. grado-soparalod rail corndor ihiough the region and to onooiirago tho railroads lo 

move as muoh of then rioight traffio a.̂  possible over iho corndor whon it comes to 

fruition. 

II BAC K(iR()l ND 

I ho Lour Cities participated acliv olv in the Conrail oontrol procooding. 

The> filed commonts on tho conlrol application and requests for conditions designed to 

ameliorate oxpootod adverse impacts of CSX l 's and NS's post-Conrail opeiations on tho 

highwav lianspoilalion infraslruoluto m the 1 our ( ilios region. I ho primary focus vvas 

on delavs at tho logion's numerous tail-highway grade crossings caused by increases in 

rail traffio.' 1 ho conditions loquoslod by iho f our ( ilios wore supported by our Indiana 

icprosonlaliv os iii Congress, Sonalots 1 ugor and Bavh and C ongrcssman Visclosky. 

The Board approvod tho Conrail oontrol transaction in Decision No. SO, 

issued 111 .lulv of I OOS. In thai decision tho Board locogm/od tho liansaclion's potential 

•' I ho problems f.iood bv rosidonts of the f our Cities region duo to grado crossing blockages 
wore undoisooted bv a l odoral Dislnct Coutt .ludge in his prolaoo lo a Maroh 2003 order 
in litigation in\ o\\ ing a oliallongo bv NS to a I lammond blocked-crossing ordinanoo: 

As the undersigned and anv otboi poison who togularly comes 
to tho federal building in downtown Hammond. Indiana, know well, 
ficighl Irains-somotimos slopped so thai thoy aro blocking a ciossing-
oflon mako travel ovor Hammond slioots difficult. 1 his can bo more 
than an inoonv onionco w hon il impacls lire and police vehicles, and a 
member oflhe undersigned's stafT mentioned that on one occasion while 
driv ing to vvork ho observed soliool-ohildion climb between stopped 
railroad oars in order to oontiiuto w alking to ihoir doslinalioii. 



ad\ CI SC impacls on publio health and safotv, tho prov ision of emergency services, and 

vehicular mov omonts in tho Four Cities region. Aooordmgly. the Board imposed some 

onv iionmental mitigating conditions in favor ofthe 1 out Citios. Thoso conditions 

required CSXT to undertake certain operational improv ements lo alleviate grado crossing 

dola> s an J saf otv concerns in the l our C itics region. 1 hey also rcquircd CSXT and NS 

to moot regularly vvith ropiosentativos of lln. . -ur ("itios to discuss issues of concern 

relating lo grado crossing delays and olhor tiialtois, and to provide periodic infonnation 

on train mov ements ov or certain high-density rail linos traversing tho Lour Cities region. 

Thoso linos include CSXT's "FKX" f" lino between Pino .Iunclion. IN and Calumet ("ity, 

IL, and NS's "Nickel IMalo" lino botwoon Hobart and Stale Lino l ower, IN. 

How over, the Board denied tho mosl importani condition requested by the 

Lour Ctlios: an Altoniativo Rouiing I'lan. I his Plan vvould have required CSX'f and NS 

to dovolop an altoniativo oasl-wosl freight tail corridor using a combination of the former 

("onrail I'ortoi Branch (now owned bv CSX I ) and an clovatod bul liltlo-usod Indiana 

Harbor Boll ("IHB") lino extending botwoon W illow ( rook, IN and Calumet City, IL. It 

vvould also havo roquirod the railroads to mov o as many frcighi trains as possible from 

the BOC 1 and Nickel Plato linos to tho grado-soparalod Allernalive hioighl C"on-idor. 

Lroight traffio across tho 1 our Citios region increased aftor consummation 

ofthe Conrail oontrol transaciion. As a rcsuli, dining tho first Conrail Oversight 

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



Altemativ 0 Freight Corridor plan as a non condition to its approval ofthe merger. This 

request was denied m (ionoral Ovoisiglit Decision No. issued in l ebruary of 2001. 

Since the C onrail transaciion w as iiiiploiiionlod, CSX f and NS have 

oooporalod w ith the Lour Cities in attompling to miniiiii/o train blockages of koy roads 

in the region. In late 1008, the Four Cities and CSXT entered a settlement agrccmoni 

iniplonionling and modifying, in certain tospocts, tho onv ironmental mitigating measures 

imposed by tho Board as conditions lo ils appiov al of the Comail conlrol transaction. In 

oarly 2001, CSX f and the Four Citios onlorod a second sottlomcnt agroomont providing 

for additional oooporalion botwoon tho railroad and looal oommunitios to mininii/o grade 

crossing blockages by holding stopped trams short of ci ilical crossings. In this agroomont 

CSX L also stated lhal it vvould cooperate with tho F-our Citios in developing the 

Altoniativo I rcight Coiridor involving the Porter Branch IHB linos, and would move 

some ti ains lo this oorridor if and when il is oomplotod. 

I Illil looontly, f'lo l our ( itios" iolatioiishi[> w ith N.S has nol boon as 

smooth. .Starling in lalo l'>00, as a ivsull ol inoroasiiig posl-moigoi |)iobloms vvilh Iraius 

blocking crossings on the Nickel Plato lino, the Cify of Hammond issued numerous 

cilations to NS for v iolating a municipal oi dinanco prohibiting the blockage of grade 

crossings by stopped Irains for moro lhan liv e minutes. In .lune of 2()()0, NS filed a 

lawsuit in federal dislricl court socking to hav e iho Hammond crossing ordinance (and a 

companion Indiana Statc statute which prohibited oiossing blockages by stopped trains 

for moro lhan lon minutos) invalided on grounds of federal prectnplion and conflict vvilh 



tho Indiana Homo Rule .Act. In the March. 2003 orcier nolod earlier, the District Court 

grantod partial summarv judgment to NS and issued preliminary injunction against 

enforoement ofthe Hammond crossing ordinanoo duo to preemption by tho Indiana Homo 

Rulo Act. Howov or, iho District Court refused to ontor summary judgment on the 

federal-preemption issues. 

In tho meantime. NS and Hammond had implemented an informal 

arrangomonl undor which NS undertook not lo slop trams on tho Nickel Plato lino whore 

thoy vvould block four critical (high-volume) highway grade crossings, in return for 

which llaiiipiond refrained from issuing any cilations for the resulting blockage of othor 

crossings. In Deoember of 201)3, tho parties onlorod inlo a sottlomcnt agreement in w hich 

NS agrood to vvitlidiavv its court complaint without projudico, Hammond agreed not to 

appeal on tho Homo Rulo Aot issue, and tho parties agrood lo supplement thoii nfoniial 

arrangomont so that \S would offoctivcly hold trains outside Hammond unlil thoy have a 

oloar signal lo jitiK ood through the cilv w ilhoul slopping. 1 ho NS lawsuit vvas formally 

dismissed in I ebruarv id this yoar, and oooporalion bolwocn the l our Cilios and NS has 

improv ed |-.ailioularly w ith rospool lo N.S's operations in Hammond and Hast Chicago. 

111. Ri:OUH?>THD BOARD ASSIS I ANC L 

Notw iihstanding tho cooperation bolvv con the Four Cities and the railroads 

in atloniptiiig to iiiininii/o tram blockages of key high grade crossings, rail freight traffic 

in the region has boon on the increase and al! indications aro lhat il vvill conlinue to 

increase in tho fulure. l or example, during the Conrail oonirol procooding CSXT 

5 



projected lhat it would handle an average of 32 trains por day ovor tho BOCT line 

thiough tho Lour Citios aftor tho Conrail split dato. In faot. CSXT is now operating more 

than 40 iranr; por da> ov er this lino. Similarly, during tho Conrail oontrol proceeding NS 

projected that the traffic mov ing ovor the Nickel Plato lino through the Four Critics vvould 

doclino f rom an av oi ago of 2() trains por dav to 11 trains por day (largely because of NS's 

acquisition of ConiaiLs l ake Front lino). In faot. NS is now oporating about 19 trains pcr 

day ov or this lino. 

1 ho onv ironmental mitigating conditions imposed by the Board i.i fav or ol 

the Lour Cilios hav e helped alleviate grado crossing problems by facib' iting ongoing 

communication bciwccn the Lour Cities and iho railroads as woll as informal 

arrangements to avoid blocking the most oritioal grado crossings, particularly in 

Hammond and l ast Chioago. 1 ho l our Cilios hope and expect thai iho recent level of 

communication and cooperation from the railroads vvill continue after the Comail 

oversight period ends on May 3 1. 2004. 

1 o this ond. the 1 out ( ilios ioooiill> asked bolh railroads lo oonlinuo ihoir 

comiiiitmonts to affond meetings w ilh tho l iMir ( itv ( onsortiuni. provide information on 

train traffic volumes, and oooporalo m minimi/ing tram blockages of highw ay grade 

crossings in the region for at least throe vears after tho foimal oversight poriod onds. On 

April 2(> N S rospoiulod v ery fav iii abi v lo this request, and iiulioaloi; its belief that "tho 

coopoialivo spirit that now characlcri/cs our relationship can continue lo provide 

important benefits to each of us in the coming yoars." \ copy of NS's response is 



attachod. The Four C itios have not vol rcceiv od a vv ritten response from CSXT. although 

C.S.X has mdicatod that its response w ill bo similar to NS's positive response. Ciiven 

NS s response and CSX 1 "s oxpootod response, tho l our Citios aro nol socking a formal 

extension of the fiv o-yoar ov ersight poriod. Howov or. tho Lour Cilios reserv e tho righl to 

return to the Board ifthe present cooperative spirit changes. 

Tho Four Cities also hope and expect lhat the railroads vvill cooperate vvith 

them in their oontinumg efforts to dov clop tho grado-sop.iratcd .Alternative Lroight 

Corridor ihrough tho region, fho l our Citios believe that the Board has an important role 

to play bv encouraging all inloroslod parties to vvork together to achieve this solution 

including Iho obiaining of necessary federal and othor public funding. 

Chairman Nobcr has indicated rooontly thai ho encourages private-sector 

solutions to problems such as that faced by the l our Cities, and that the Board can act 

behind the scones as a facilitator ofsuch solutions. Wo understand that the Board has 

jilavoil suoh a lolo in helping to faoililato iho Chioago Plan, which involves onhanoomoni 

of the I t oighl and passenger rail infrastructure in iiorlhcastom Illinois. On bolialf of the 

Lour Citios of Last ( "hicago, (iary. Hammond and Whiting. Indiana. I urge tho Board to 

boconio aciivoly engaged in facilitating iho l ourC ilics" .Mtornalivo I toighl Conidor 

project in tiorfhvvosforn Indiana. 

Ropiosentativ os of iho I our Cilv Consorliiini vvould bo pleased lo moot vvilh 

members of tho Board and its staff lo provide additional infonnation on the status oflhe 

Altornativ o Lroight C orridor project and w hat needs lo bo dono lo bring il to fruition. 



t̂ iotfolk Southern Corporation 
l-aw Departmpnf 
Three Commercial Plae- jo^n v «=dwartis 
Norfolk, Virginia 23510-9241 General Attorney 

Writer's Direct Dial Numbef 

(767) S33.4«72 (F«) 
ipDattiriTrteftnsc°:p c°.r" 

A iTil 26. 2004 
Via Facsimile - 219-844-3400 

and U.S. Mail 

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

Dear Mr. Murphy: 

I am responding to your letier of April 20, 2004, which inquL-es as to the future of Jic 
relationship between Norfolk Southem and the Four City Consortium after U.'e tennination of the 
foraial Conrail Transaction oversight. Before responding direcUy to that lette,, I want to thank 
you and the Four City ConsorLurm for the hard work, leadership and support that the Fo'ir City 
Consortium has provided over the past few years to help make the CA>nrail Transaaion ? success. 

The formal processes set forth by the Surface Transportation Board have worked in 
forging a relationship that will outlast formal ovrrsiglit. Both the railroad and the members of 
(lie Coiusuitiuiii liavc worked diligently ut that i«iatiom;hip, and the onct? mandated process of 
meeting and specific reporting ha.s 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 lepncsenl, and we know li»at it is of siynifictint value to the railroad. Based on 
your letter, I take it you would agree. 

Your letter asks wiiether Norfolk Southem is willing to continue to be engaged in this 
voluntary, informal and cooperative process, even after the end of formal oversight. Absolutely. 
With re^rd to blocked crossings, we have in place a settlement agreement reached in Dectanber 
2003, and we reiterate our Litention to comply with that agreement. (Of course, we do not mean 
for anythmg in this letter to bc constiued as modifying that agreement.) We lielieve it imponam 
to attend meetings with representatives of the Four City Consortium on matters of mutual 
concern, and to penodically provide infonnation that may be of usc in those discussions. We 
believe the cooperative spirit that now characterizes our relati unship can continue to provide 
important benefits for each of us in the coining years. 

John V. tdwards 
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Peter S Longstreth 
President 

Philadelphia Industrial Development Corporation 

tNTERED 
Office of Procoedings 

APR 2 6 2004 
Part of . 
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April 13, 2004 

Roger Nober, Esq. 
Chair 
Surface Transportation Board 
1925 K Street, N W 
Washington, DC 20423-0001 

RE: CS.TB Finance Docket No. 33388 (sub. 91) ro 
CSX-NS - Control & Operating Leases/Agreements - Conrail 
April 2, 2004 Trenton Hearing 

Dear Mr. Nober: 

I would like to take this opportunity to thank you for providing the Commonwealth 
of Pennsylvania, the City of Philadelphia, and Philadelphia Industnal 
Development Corporation (PIDC) with the opportunity to comment on our 
experiences with the Conrail merger over the period since October 1997. I had 
left copies of our testimony with the court recorder, and attach another copy if 
you have not received one. 

We reiterate our belief lhat an additional period of time and STB-moni'ored 
attainment metncs are necessary <or NS and CSX to fulfill thoir 1997 promises to 
the Commonwealth of Pennsylvania and the City of f^hiladelpliia. Open issues 
include. 

• Investment in rail-served economic development programs NS' SI5 
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 V\/ith 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 
215 496 8020 FAX 215,977 9618 r mail infoWpiclc-pa ory 



• Rail industry employment in Philadelphia- Thi'^ 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 ureas, 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 fol'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 
resolveci, 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, tf̂ .e Philadelphia Commerce Department, 
and our elected representatives will also be invited to participate. 

Sincerely, 

?<-l.' ^3 . ^ '^^-j/y 
EDWARD W. DUFFY 
Vico President 

EWD/js 

cc: Hon. Edward G. Rendell 
Hon. Arlen Specter 
Hon. John F. Street 
Stephanie Naidoff 
Peter Longstreth 
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PHII ADKI \ n U \ I N D I S FRIAI DFVKl OPMENT COKPORATION 

ON 

STB FINANC E DOC K E T NO. 33388 (suh. No. 91) 

C SX-NS - C Ĉ N I ROI. & OPERA riNC; I EASES A(;KEEMENTS CONRAII. 

APRII. 2, 2004 

1 '.le Coininoinvc.ilth of Pciins> Ivania (Coninion\\oallli>, City ot" Phikuiclnhia uhe City) 
and Philadelphia liuhi.stiial Development (.Virporalion (IMDC) Ihank you for this 
opportunity to comment on our experience m the fix e > ears since the Surfaee 
rransportation Board (SJB) approved, suhjeel lo \arious condilions. the aequisitiiMi of 
("onlml of C\Mirail by CSX and Norfolk Soulhem (NS) Coipoialions. 

.Al Ihe lime that the ('oiii.iil aequisition first surfaced, the City. PIDC. and the 
Commonwealili were concemed ahoul its impact on Regional econoniic de\ elopment. 
johs, railroad capital invesimeni and coiporate cili/enship, leanng severe employmei.l 
losses and ceonomic dislocatiiMi in Philadelphia and across the ffominonw e.illh. In oulei 
to alla\ Ihese ciMiceins. on Ocloher 21. I'^97, CSX and NS each sent letters to the 
(iovernor of Penns> 1\ .ima and the Mayor of Philadelphia scltiny forlh commitmenis lo 
address each ofthese issues, over a fi\e \ear period after SIB approval. 

1 he Conuuonwealth and lhe City suhmitted these two letter agreements for the STB 
recoid on !•• nruarv 2.'̂ . 1'>''S. w ilh liie understanding lhat the S 1 B might consider Ihem as 
consliUilipg represenlations that the .Applicants will coniply with t'leir respeclne tenns. 
Our understanding was confimied when the STB released its decision on .Uily 23. 1998, 
stating that "applieanls must adhere lo all lhe representations they made dunng the eourse 
ofthis proceeding, whether or not such representations are specifically referenced in this 
decision." 

The Commonwealth, the City and the railroads agreed that the Govemor's .Action Team 
w ouKI act as a cleanimhouse lo monitor tlie railroads" meeting their commitments. 



These letters, and a chart outlining both railroads' commitments, are attached, and their 
highlights arc summari/ed as: 

1. Investment in Kvaemer Shipyard, completed by botli corporations 
2. In\ estment in rail-sen ed economic de\ elopmenl programs I'jr land 

acquisilion. facility construction and rail infrastructure installation. CS.X 
committing $1 M year. 5 years, and NS S.3 .Vl year, 5 years, total $20 M. 

.̂v Private contracts to encourage shippers lo use rail, CSX committing S2 
M'year. 5 years, and NS S.'̂  M year. 5 years, total S35 M. 

4. Conrail to remain headquartered in Philadelphia, employing 350. CS.X to 
e-^ploy 1S5 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 Phiiadclphia. 
0. Corporate :itizenship, active participation in civic and cliantable affairs. 

Our experience in aciiieving compliance w ilh these commitments has been mixed. On 
the positive side, the Kvaemer investments ha\ e heen made. CSX has completed its 
proposed Philadelphia capital investments, am' Delaw are River Port .Authority has begun 
one of four development projects proposed here by NS. The Govemoi's Action Team 
has confmned ihat CSX has committed $550,000 in private shipper contracts to 
encourage rail, and NS has claimed, hut the Governor's .Action Team has been unable to 
confirm, lhat it has committed SI 5.7 M in private shipper contracts. 

On the other hand, the Govemor's .Action Team has identified only one project, for a 
total of SSI,000.(10 that was approved hy CSX arul NS out ofthe proposed $20 .\1 of rail-
served economic development programs, while a $900,000.00 clearance improvement 
project for Northeast Philadelphia w as rejected hy them. 

Recently, CSX negotiated .i land sale to our Port discounted hy the rcm.iinder of iheir 
economic development commitment, afler our Port claimed /oning jurisdiction o\er a 
railyari.1 ili.it CSX proposed to sell for commercial development While ^̂  •• sec ihis as a 
posiln e development, we remain concerned hy lhe pace ofthe transaction's progress, 
know ing that follow -through must i>ccur be>ond the S I B's onginal oversight period. 

Almost the entire $15 M ofthe NS commilir a to invest in rail-served economic 
developnient piograms remains unaccounted for. as well as S21.4 M N . commitment for 
the three Philadelphia de\ elopmeiU projects lhat they have not begun. These projects are 
a Triple Crown facility, an auto tenninal, and a track connection at Zoo interlocking. 

W'hiic we arc delighted w ilh the CSX and NS priv ate shipper contract commitments, they 
lotal far less than the $35 M promised, leaving S9.5M oflhe CSX pledge untouched, and 
59 M ofthe NS pledge unmet, ("or a total of almost $19 M uncommitted. 



Regarding rail industry commitinents. instead of growing emplovment in Philadelphia, 
CS.X and NS. and their nevv holding Conrail. have radically reduced emplovment in 
Philadelphia. .According to records compiled hy the Citv Department of Rev enue in 
N4arcn 2004, CSX employs 167, NS employs 6, and Conrail employs 33 in the City of 
Philadelphia, a shortfall of IS employees at CSX, 219 at NS, and 317 al Conrail, for a 
total rail industry shortfall of 554 employees. 

Regarding corporate citizenship, while the City has attempted to engage CSX in activ elv 
participatmg with the C"ity to increase puhlic access to nevv waterfront parklands that the 
City has been developing aiong their Schuylkill River nght-ot"-vvav, and sought their 
partnership in de\ ising 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 
vvill 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 Gov emor of the Commonwealth of Pennsylvania and the 
.Mayor oflhe Cilv ofPhiladelphia by CS.X and NS in 1997 remain only partially realized 
and not fully documented. The Commonwealth, City and PIDC respectfully request that 
the STB extend its oven ight period during vvhich these commitments must he fulfilled, 
and that Ihe S TB establish metr es to regularly monitor their progress toward full 
commitment, according to a schedule. 

l 'ndertaking Ihe clearance improvement project for Northeast Philadelphia, at Willcts 
Road on Conrail's Bustieton Bianch. vvill benellt an entire rail-served industnal park and 
p.irticularly an active r.ul shipper denied access to the new larger cryogenicallv 
refriger.ited bo.xcars by the clearance impediment. This project vvill make a positive first 
slep for the SIB to exercise oversight ofthe .Appiicuils adhering to their repiesciit.i;! ms. 

Monitonng achiev emenl of employment eommiiments tor Comail, (. 'S.X and NS in the 
("hy ofPhiladelphia vvould be another important metric, as would completion of capital 
inv estments m proposed Philadelphia projects. 

C"onsidcring the railroads' pace in adhering lo their represenlations dunng the initial tiv e 
v ear period, and the length of time necessary to plan and construct capital iinpun eiiii. nts, 
vve suggest to the Board that it extend its oversight of its Decision for an additional fiv e 
year period of time. We also understand lhat with the passage of lime, certain ofthe 
unmet commitments of October 1997 may not now be necessary, and so vve urge the 
Board to impose altemative conditions where relief from these commitnients may be 
advisable, in order to remediate the profound impacts ofthe Conrail loss. We offer lo 
assist the Board in identifying alternative special conditions for remediating this loss. 



NORFOLK 
S O U T H E R N 

Norfolk Southtrn Corporation 
Three Commercial Place 
NortoIK. Virginia 23510-2191 
804 529-2610 

David R. Goode 
Chilrmsn, PrrsidCni and 
Chirt Eieculive OKicar 

O:iobar21. 1997 

The Honorable Thomas Ridge 
Governor of Pennsylvania 
225 Main Capitol 
Hanisburg, PA. 17l?0 

E>ear Governor Ridge and Mayor Rendell: 

The Honorable Edward RcndcD 
Mayor ofPhiladelphia 
City HaJl 
Philadelphia. PA. 19107 

drmnnl^ri^ H u coopoarion you and your representatives have 
demon^^ d m ^ die past few months as we have worked toward a mumal und^ding of 
a« benefits and chaUenges for the Commonwealih and the City resulting from t h T ^ s ^ 
ComaU Acqxnsinon An agreement about the significant issues has been our objecS^ I believe 
lhe goai IS achievable and offer the foUowing proposals toward thai end: 

1- Reonomie nevclopnif.nr 

NorfoUc Sowhcm, the Commonwealth and the City will enter into an 
unprecedented public-privalc partnership to encourage rail-criented industry to locate in 
Philadelphia and across Pennsylvania. Our respective commitments include: 

A. NorfoUc Southem will provide $10 milUon in cash investments to supplement the 
pubhc effort lo attract Kvaemer ASA to the Philadelphia Navy Yard. Our 
payincnts. which will be direrted by the slate and city. wiU be made in five (5) 
equal, annua) mstaUments. with the initial instaUment xo be made on July 1.1998. 

NorfoUc Souihern, working with the Department of Community and Economic 
Deve opment. the Govemor's Action Team and the Philadelphia Industrial 
Deveiopincnt Corporation rPIDC"). wiU expend a minimum of S15 million in 
the five (5) years after STB approval ofthe Conrail Acquisilion for rail-served 
economic development programs in Philadelphia and across the Commonwealth, 
rh^e programs wiU assist in land acquisition, facility constniction and rail 
j n f i ^ ^ e mstaUation w,th a focus on lhe Philadelphia Naval Business Center 

To complement the prior efforts. NorfoUc Southem wil! pursue additional 
economic developineni incentive programs to encomage rail-cricntcd industry to 
locate m Philadelphia and across the slate. Woricing with the Department of 

B. 

Opcra,,n5 Sub„d.ar«s; Norfolk Southea, Company . Munh American v.n L.nes. Inc. 



The Honorable Tbomas Ridgc 
The Honorable Edward RcndeU 
October 21, 1997-Page 2 

Community and Economic Developmenl and the Governor's Action Team, 
Norfollc So'othem wiJl provide up &ont capital through these prtjgrams to assist 
potental rail customers in their costs ofland acquisition, facility constniction and 
ra:i inirastrjcTurc instaUation in exch?nge for contraaual obligations for 
acceptable levels of rail business. After STB approval, NorfoUc Soulhem will 
make available for such projects a maximum of S5 million annually and wiU 
con-jr,... this program for a minimum of five (5) years, thus making an additional 
$25 miUion available for rail-oriented economic development projects. 

D. The City OfPhiladelphia, through the PTDC. and NorfoUc Southern plan to execute 
a Development and Marketing Agreement thai is being developed for the PNBC. 

E The DcUwan: River Port Authority and NorfoUc Souihcm plan to execute an 
agreement that is being developed for the locanon and operation of Norfolk 
Southern's intermodal terminal, referenced io m.B.. at the AmeriPort Intermodal 
Terminal. 

F. The Commonwealth of Penns>'lvania wiU approve the exr-rndimrc of ISTEA 
ftmds for signaliẑ non and track improvement on the Chambersbuig line and 
such addiUonal Pennsylvania projects as may subsequenlly be authorized by 
Congress mvolving lines owned or operaled by NorfoUc Soulheni, including the 
Erie track relocation projeci. 

II- iohs 

Job creation is one of the principal goals of our combined economic developmenl 
enorts. AdditionaUy. Norfolk Southern's job creation efforts will include: 

A. A Mid-Atlantic Regional headquarters will bc located in Philadelphia. Initially 
there wiU be seventy-five (75) jobs, including a Regional Vice President, at this 
sile. 

B. One-hundred-filly (150) new r̂ "]-relatcd jobs will be created as a result of 
NorfoUc Southem commercial and operalional activities in the 1-hiladclphia arca 
durmg the three years afler STB approval oflhe Conrail Acquisiton. 

c. CSX and Norfolk Southem v,iU jointly ov-n Conrail Inc. Philadelphia wiU remain 
as the headquarters of Coarail Inc. for the 350 positions involved wiih the 
operation ofthe "Shared Assets Arcas" and other continuing Conrail activities 



The Honorable Thomas Ridge 
The Honorahle Edward RcndeU 
October 21, 199'' - Page 3 

A. Triple Crown fadlity ($4 million); 

B. IniErmodfJ &ciUiy ($ 10 million); 

C. Automobile fecility ($16 million); and 

D. Track connection at Zoo interlocking ($ 1.4 million). 

^ - Passenger Rî i] 

years. Norfolk Southern agrees subseoufnt m QTQ i v "̂̂ "̂ ""̂ ^ "ve 

Momsvillc such o.he, i«u« « may b^propn^^ '""'"'^ 

"V. £E!BQiaLe_Ciiizenshij2 

Ph..aderi?i^H^°>;^ "^n"" ^^"'̂  ̂ "^^^^^ "̂ ^̂ '̂̂  ^^^able affair, in 
ConS to fii,fi;?-^^."f ° u ̂ ^"^y^^^- "̂ d- ŵ ih CSX will encourage 
Connil to fiilfiu Its philanlhropic commitments as o:ihis date. 

Regulatory Revjgw 

STB. S ^ L T ̂ u X : ; ^ ' ^ " ' ' Of suppon for *e Coar.1 Ac<,uisidon wifl, ,hc 

pon Closing ofthe Conrai .".cqoisreon. Norfolk SomhOT-j commitrocnls 



The Honorable Thomas Ridgc 
The Honorable Edward RendcU 
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also are conditioned upon fiilfilhnent by Pennsylvania and Philadelphia of their rccinrocal 
eommiiments. reflected in this letter and in lhe agr«mcnts under devdô m^L ' 

^ n . r ^ T ^ ^ . ^ ^ ^ ^ ^ CSX arc in agn^em about the objectives and 
expect that you wUl memorialize your understandings with CSX in a similar f a ^ ^ r 

eommî t̂'̂ ; p ' l r ^ T ^ pubUc-private paiti,e«hip demonstrates NorfoUc Southem's 
comltment to Pennsylvania and Philadelphia and to their fimire economic prosped^ We are 
excited about the oppcrtunities that lie ahead «ul look forward to working clo^^"^ yo J 

Sincerely, 

David R. Goode 



csx 
eORl>OBATK3M 

Ong JamM C«nl»r 
Richmond, Virglrtla 23219 

John W. Snow 
Chairman. Prestder̂  
Chiti EuCLitiy« Ofticar 

October 21,1997 

Th« Hono.'ablc Thomas Ridgc 
Governor 
Coinmonweallh of Pennsylvania 
225 Main Capitol 
Harrisburg. PA 17120 

Dear Govemor Ridgc and Mayor Rendell: 

ThcHonoraoic Edward Rendell 
Mayor 
City of Philadelphia 
City Hall 
Phiiadclphia. PA 19107 

Wc have worked together in a cooperative leam over the last seven months, starting 
just aller the announcement ofthe acquisiuon of Conrail by CSX and Norfollc Southern. We 
believe Ihis historic transaction will provide competitive freight transportation to the Northeasi 
tliat will bcncGt all shippers by providing improved value for rail freight transportaiion. 
Specifically, wc have worked with representatives oflhe Commonwealth, the City of 
Philadelphia, SEPTA and the Port on economic development projects that can provide future 
bcnents for the citizens of Pennsylvania. This letter outlines proposals necessary lo advance 
developments ofthese projects consistent with, tha Commonwealth's and City's active support of 
the acquiEilion to the Surface Transportation Board. 

I Pcnnnmic ncvclopmcnt 

CSX, the Commonwealth and lhe City will enter Inlo a public private partnership 
in recognition ofthe changes thai will occur in the Philadelphia arca and :o encourage rail-
oricnted industry to locate ui Philadelphia and across Pennsylvania. This partnenhip also will 
benefit the Jones Act trades, in which Sea-Land, a CSX subsidiary, participates. Our respective 
eommiiments include: 

A. CSX will provide SIOM in cash investraenU to supplement the public 
effon to attract Kvaemer ASA to the Phiiadclphia Navy Yard. Our 
payments, which will be directed by tb - slate, will bc made in five (5) 
equal, annual installmcntj, with the initial installment to be made on 

^ July 1,1998. 

~ B. CSX will expend a minimum of $IM per year over the five (5) yean (a 
lotal of $5M) after merger approval for rail-served economic 
development programs in Philadelphia and a«'rcsa the Commonwealth. 
These pr jgrams wUl assist in land acquisition, facility construction and 
rail infrastrucnire hnprovements wilh a focus on Philadelphia. 

. pQtf Offiea ao» BSaaa, Rlcr\no«J. Vlf 9»nta 23Zafr-S629 • 
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C. To compliment ih<«c efforts, CSX will establish a ncw economic 
dcvclopr.-iril incentive program to encourage rail-oriented industry to 
locale in Philadelphia and across the Commonwealih. Working vinth 
lhe Department of Economic and Community Development and the 
Govemor's Action Team, CSX will provide capital through the«e 
proffoins to assisi potcntiai rail cuslomers In thetr costs of land 
acquisilion, facility construction, installation of rail sidings, etc., in 
exchange for contracmal obligations for certain levels of rail buainess. 
After STB approval, CSX will make available $2M per year over a 
five year period (a total of S IOM) foe this program. 

D. The City ofPhiladelphia, through lhe PIDC, and CSX will execute a 
Markeling Agreement for the City ofPhiladelphia. 

E. The Delaware River Port Authority and CSX will execute an 
agreement forihe development and operation of its inlermodal 
terminal at Greenwich Yard. 

F. The Commonwealth of Pennsylvania will seek, along with CSX, and 
approve the expenditure of federal funds for clearance improvements 
on the West Trenton line fiom Philadelphia to the New Jersey border 
and approve funding for any such additional Pennsylvania projects as 
may be subsequently authorised by Congress involving iineS owned or 
operated by CSX. 

G. The Commonwealth, the City ofPhiladelphia and CSX agree that it is 
in the Commonwealth's economic inierest to have a sUong. well-
maifltaincd and strategically located rail freight infrastructure. 

2. idu 

Job creation is the principal goal ofour combined economic developmenl 
eflorts. 

A. CSX and Norfolk Souihem willjointly own Conrail, Inc. PhUadelphu 
will remain aa the heaciquarters of Conrail, Inc. which, as detailed in 
our ipplicHiion to the STB. will have 350 positions involved with the 
operation ofthe "Shared Assets Areas' tnd other continuing Conratl 
activities. 



B. Thiity-fivc new rail-related jobs will be created in addition to 1 SO 
existing jobs, as a rcsult of CSX commercial and operational activities 
in the Philadelphia area during the three years afler STB approval of 
the acc]iiisition. 

C. CSX anticipates establishing a regional ofTie- ir Philadelphia lhat will. 
itKlude govemment relations, industrial development, sales and 
operations. 

3. Capital Fxpendinires 

The operating plan filed with the STB identifies more than S27M in 
capital improvement expenditurea by CSX in Peimsylvania with at leaat S22M in 
Philadelphia for three major projects: 

A Inlermodal faeility ($15M). (The Delaware River Port Authority has 
ofTeted to fund the construction ofthis faciliiy pursuanl to the 
agreement referred to in paragraph IE.) 

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

C. Belmont >iding ($3M). 

4. Eaascngcr Raii 

Fteight and passenger operations share track in more than half of SEPTA's 
service territory. Our CSX team haa begun to work closely with SEPTA, Conrail and the 
Norfolk Southern to enaure safe on-time passenger and freight operaiiDns. CSX will 
consent to Comail extending the SEPTA Trackage Rights Agreement for an addiuonal 
fivs yetn as long aa SEPTA provides unqualified liability coverage for CSX and the 
Conrail Shared Arca Operationa company (CSAO) backed by broad indemnification 
langu;ige and insurance. 

5. Ĉ vig ""̂^ Charitable Giving 

After STB approval, CSX along wilh Norfolk Southem and Conrail, Inc. 
will enstnc that ail of Conrail's philanthropic obligations as ofthe date of this letter are 
met. The three companies will be active members ofthe civic and charitable community 
in Philadelphia and throughoul the Commonwealth. 
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6. ReyulatoPî  R«;Yi':w 

On or before October 21,1997, the Coaunonwealih of Pennsylvama and 
the City ofPhiladelphia will file written statemenu of support for the Conrail acquisilion 
wich the STH. We anticipate that you will encourage other elected ofHciaU arui public 
agencies, including SEPTA and the DRPA, to file timely stalements of support and will 
otherwise continue to support the acquisition. 

CSX'a authoriiy to acquire Conrail and expand operations in Pennsylvania 
and, therefore, the terms ofour agreement, are expressly conditioned upon approval of 
the Conrail acquisition by the STB! Of coursî , CSX obligalions conlained in this letter 
are subject to f*:e Commonwealth and the Ciiy satisfying their obligations. 

Some ofthe issues I have addressed have common elements or mutual 
rcquirom«nn with Norfolk Southem. I believe that wc and Norfolk Southern are in 
agreemeni about the objective; and expeci that you will memorialize your uiuicrstandings 
with Norfolk Southem in a similar fashion. 

I look forwanl to working closely with you in the futurc. 

iiijccrely. 
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(202)457-6424 
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FebruarN' 23, 1998 

The Hon. Vemon A. Williams. Secretary 
Surface Transportation Board 
1925 K .Street.NW 
Suite 700 
Washington. DC 2042.3-0001 

Re: Finance Docket No. 33388. CSX and Norfolk Southem -
Control and Operating Lease/Agreements - Conrail 

Dear Secretarv- Williams: 

On behalf of the ("ommonwealth of Pennsylvania. Govemor Thomas J. Ridge and the 
Pennsylvania Department of Transportation (collectively. "Pennsylvania"). 1 write in part to 
restate Pennsylvania's support for .Applicants' proposed transaction. 

Pennsylvania is also pleased to suhmit for the record two letter agreements dated October 
21.1997: one with Norfolk Southem and the other with CSX. The Mayor of the Cily of 
I'hiladelphia is al.so a party 'o hoth letter agreements. 

Pennsylvania is fumishing the.se agreements to the Hoard because it would like the Board 
lo bc aware of their existence and terms. Pennsylvania understands that while the obligations 
stated in the agreements depend upon Board appro\ al of the proposed transaction, the 
agreements do not require the imposition ofany conditions hy the Board. Nonetheless, the 
agreements may he considered by the Board as constituting representations that the .Applicants 
will comply with their respective terms. SsiC Union Pacific/Southern Pacitic merger ca.se. 
1-inance Docket No. 32760. Decision No. 44 served Augu.st 12. 1996 at p. 12. n.M. Accordingly. 
Pennsylvania is pleased to submit these agreements for inclusion in the record in this proceeding. 

er < ^ John L. Oberdorf 

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



PIDC 
PHILADELPHIA INDUSTRIAL DEVELOPMENT CORPORATION 

WILLIAM P. HANKOWSKY February 23, 1998 
Preskient 

The Honcable Vemon 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 Trancportation, 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. 

Sincerely, 

Gj CRAIG SCHELTER 
Ejcecutive Vic^President 

GCS.jmw 

cc : All Par t ipg n f Porn r r t 

WILLIAM R. THOMPSON 
Chief Deputy City Solicitor 
City of Philadelphia Law Department 

2600 Centre Square West 1500 Market Street Philadelphia PA 19102-2126 215.496.8020 Fax 215 977.9618 
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BE-:FORE THE 
SURFACl^ TRANSPORTATION BOARD 

FINANCE DOCKET NO. 3.'<388 (Suh-No. 91) 

CSX CORPORATION AND CSX TRANSPORTATION, INC. 
NORFOLK SOI THERN CORPOR.ATION AND 
NORFOLK SOUTHERN RAILWAY' COMPANY ENTERED 

-CONTROL AND OPERATING LEASES/AGREEMENT- ^ Proceedings 
CONRAIL, INC. AND CONSOLIDATEO RAIL CORPORAUON / n o «> ^ r>«. 

[GENERAL OVERSIGh'Tj . 
'̂ ubJto Rocoiti 

WRITTEN STATEMENT OF R. ADM. RICHARD M. LARRABEE, USCG RET. 
ON BEHALF OF THE POR L AU 1 ilCiRl I Y OF NEW YORK AND NEW JERSEY 

My name is Richard M. Lairahcc, and 1 am Director ">f Port Commerce for the 

Port Authority ofNew York and New .lersey. In that eapacity, 1 am responsihie for the 

promotion, protection and developnient ofthe Port ofNew \'ork and New Jersey, and the 

initiation, development and operation ofthe facilities and programs thai support the 

region's economy. 

My responsihililies include management and diruxlion oflhe Port Authority's 

marine tenninals in Eli/aheth and Newark, New Jersey as well as in Brooklyn and Slalen 

Island. New ^ ork. I am responsihie for guiding policy implementation for the Port 

Commerce Department in such areas as dredging, new husiness development, long-range 

planning and financial mailers. Fhe Port Authority's relationships wilh rail carriers 

serving ils marine Icrminai and olher facililies are the responsihilily ofthe Port 

Commcr -e Department. 



The Port .^utho^ty suhmitted comments at the hearings in Trenton last month 

regarding the cooperation that has existed among the carriers and the Port Aulhority 

within the North Jersey Shared Assets Area, h: those comments it was pointed out that, 

due in large pan to Port Authority investments in terminal facilities and on-dock rail 

facilities, rail volumes moving through the New Yorlo'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. Ea.st year that numher had grown to 233,000 containers, and for 

the first quarter of 2004. the numher of aintainers has heen 28 percent higher than the 

same period in 2003. In Trenton, the Port Aulhority also noled that ils plans call fV the 

investment of S438 million between 2002 and 2009 to improve and expand rail capacily 

at facililies served hy Conrail, CSX and Norfolk Southem. 

By statute, the Port Authority is limited as lo the geographic area within which it 

may make capital investments. Fhe Port Authority may not invest in projects outside the 

Port District, which is roughly a 2.S radius around the Statue of Lihetly. Accordingly, 

while the Port Authority can seek to improve the infrastructure upon wliich clficient rail 

Iransportation depends wilhin the Port District, it is wholly dependent upon I le caniers, 

and others to maintain the efficiency ol the inland rail transportaiion network outside that 

District. We look lo the Board lo he vigilant in protecting our strategic investments for 

our porl and our nation and, we look to the Board to encourage the railroads to provide 

timely and reliahle scr\'ice to our region's consumers and businesses so that we may 

maximize the relum on the rail infrastructure investments made by the Port Aulhority and 

our regional partners. 



During the middle ofthe pre\ious century, the Port ofNew York/'Tsew Jerse\ was 

ser\ ed by as many as se\ en Class I rail carriers. Unfortunately, for a host of reasons, the 

service provided by those ultimately bankrupt carriers was al a level that the Port became 

almost entirely dependent upt)n motor carrier serv ice. Fhis, ot course, 'ed to ll'.e 

inevitable truck congestion that has cloggcxl 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 competilion wilh Conrail serving New 

York/'Ncw 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 lake innovative steps lhat allowed lor some growth in the Port's rail trafiic. it did nol 

provide similar geographic competition for the region generally. It was the consistent 

posili»)n oflhe Port Authority lhal the Port, as the largest port in the nation served by a 

single rail carrier lo any signiiicant degree, was al a senous disadviuilage versus 

competing ports. Simi'arly. the region, the largest in the nation served hy a single rail 

carrier, was also at a substantial disadvantage. 1 hus, the Port Aulhority consistently 

.sought a second major earner to serve the Port and the region. 

Fhe acquisilion of Conrail hy CSX and Norlolk Southem has provided for that 

long-awaited intramodal competition at the Port and in the region. While the Port 

Authoriiy did have .some reservations regarding the ahilily ofthe financially .strained 

acquiring carriers lo provide for the necessary infra.slructure improvemenls within the 

Shared Assets Arca, it ultimately supported the Conrail aequisition hefore this Board. I 

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



The head to head competition betvveen CSX and Norfolk Southern has resulted in 

significant innov ition and the growth in the Port's rail traffic to which I previously 

referred. CSX and Norfolk Southem are not, however, solely .responsible for the growth 

in traffic. 1 he entire rail network must operate smoothly and etTiciently if operations in 

any one region ofthe country are to prosper. While we at the i'ort ofNew YorLNew 

Jersey musl look to CSX and Norfolk Southem for efficient service, they, in tum, must 

look lo their connections for the same efficiencies. 

Recent press reports of trouble brewing on the Union Pacific are giving us pause. 

To the exteni that such operational problems spread to the East, as ihey did during the 

post Union Pacific/Southem Pacilic merger period, the welfare ol the Port's rail 

operations could be prejudiced. The Port Aulhority fully recognizes the difficulties that 

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

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

trust that you vvill conlinue active oversight ofthe rail network, not merely wilh respect tu 

lhe Cimrail acquisilion. hut w ith respect to the entire network. Fo the extent that further 

Bi>ard actions become necessary to prevent service disruptions lha« threaten lo slow 

traffic growth through the Port ot Ncw ̂ •ork/New Jersey, and to slow economic growth 

generally, we trust that the Board will be quick lo respond lo take such actions. 

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

April 26, 2004 

Honorable Vernon A, Williams 
Secretary 
Surface Transportation Boarr* 
1925 K Street, NW 
Washington, DC 20423-0001 

Dear Mr. Wiiliams: 

Office of Proceedings 

APR 2i) 2004 
Part of 

Public Roccrd 

RE: 

:>c/c^ ir:A / 

Barry D. Michaels 
nn'P I'.ui.'ic R.iilrcMil i.'omp.inv 

!'ri'^ul>'iil .\ni\ n o 
Joanne F Casey 

Finance Dockei No.JJ33?5 (Sub-No. 91) 
Conrail Transaction - General Oversight 

On behalf of the Intermodal Association of North America (IANA), I 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 5.')0+ inlermodal 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 operaling efficiencies Its 
members are vitally interested in public policy issues. 

Intermodal freight transportation is one of the fastest growing segments of our country's fransportation network. 
In a recent study, the U.S. Chamber of Commerce has projected that cargo volumes wiil 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 mtermodal networks has been a contnbutory factor in 
the growth of iniermodalism over the past five years. Specific IANA members have expressed satisfaction with 
the implementation of the Conraii transaction and many have benefited from it. 

From the Association's perspective, the Board's Oversight of the Conrail Transaction has been a success, i 
believe I can speal- with some confidence on this subject, because I was a member of the Conrail Transaciion 
Council and followed first hand the pre-Split planning and post-Split implementation. The Conrail Transaction 
Council, created by settlement agreements and imposed by the Board as a condition, provided an outstanding 
opportunity for shippers, trade associations, and other interests to come togeiher for monthly pre-Split briefings 
wilh opportunities »o ask, and get answers to, hard questions. I know that the Board followed those meetings 
as just one part of its extensive oversight of planning and implementation. The earners were open lo 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 watcSing the carriers even more closely. 

I 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 membr-jrs 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. 

7,S0 IC.rwn W.IV Center Dr., S-72(i « (irivnt>elt, \1I) 2(1770-670,̂  * Phone: •?0l .W2.:^4()0 « 1 .nx: 10I.W2.4KIS 
Fm.iil: lA.NAC'iintfrniod.il.or^ VVeb-sito: \v\vvv,internii)d.il,orf; 



Hon. V^emon A. Williams 
April 26. 2004 
Page 2 

The actual operational implementation of the Conrail Split was completed years ago, and while oversight has 
continued, lANA's members h nve 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 nonetheless 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, I 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, 

Joanne F. Casey 
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( O M M E N T S OF THF. 
( OMMONWF.AI.TH OF I'KNNSVl \ AMA DKPARrMFNT (>' ( O M M I M T V 

AM) K(ON(>MI( DI N Kl.OI'MFNT 

ON 

STB FINANCF I K K K K T NO. .3.3388 (sub. No. 

( S \ -NS - ( O N FROI. & OPKRA I INC. I . F : A S H S / A < ; R F K M F N T S - ( O N R A I I . 

MAN 3. 2004 

Ry Older issued July 20, I99S (the '.Approval Order"), the If.S. Surface fransportation 
Moard (the ' Hoanr") appnned with conditions a complex transaetion which ineluded the 
acquisition ofcontrol of Consolidated Rail Coiporation ("Conrail") bv (SX Corporation 
("CSX ") an.l Norfolk .Southern Corporation ("Norfolk .Southern') and (he division of 
( onrail's operating as.sels between ("SX ami Norfolk Southeni (the "("onrail 

I ransactioir"). 

By order dated February 12. 2004. the Board ^elicduled two hearings, on April ?, 2004 
and .M;'.y .C 2004, to offer interested parties an opportunity to express eoncems Ihey may 
hav e regarding the Conrail I ransaction l he Hoard's order stated that the May 3 hearing 
will ileal w ith all aspects nfthe ('oniail 1 ransaction other than shaied asset areas. 

1 he ( ommonwealth of Pennsylvania, acting by and through its Departmen' of 
('oniniunity and I conomic Development (Ihe "('onimonweallli"). thanks the Hoarti for 
llns opportunitv lo eonimenl on our experience with Ihe ( onrail 1 lansaelion. 

()iir commenls will be liniiled to one issue: the failure hy holh Norfolk Southein and 
CSX (such parties collectively. Ihe "Pureh.iseis") to comply fully wilh their 
representations set foith in .separate leller agieeiiienls. froni Noilolk Soulhern and from 
( S\ respectively, each dated ()ct»)her 21. l')<)7, addiessed to the i iovemor ofthe 
Commonwealth of Pennsylvania and Ihe Mayor of the City ofPhiladelphia (the "Citv") 
and suhscquciilly submitled lor the reconl. 

fhese letter agreements had heen negotiated between the Purchasers, on Ihe one hanil. 
and Ihe Commonwealih and Ihe ( ily. on Ihe other hand, lo aiidress and alleviate Ihe 
concerns ofthe Commonwealth and Ihe ( ily that the ( onrail Iransaclion could have a 
massive adverse effect on economic ilevelopment. jobs, railroad capital invesimeni and 
coiporate cili/enship in Philadelphia and across the Coninionweallh, In consideralion of 
these letter agreenients. the Comiiionvveallh and Ihe Cily supported the Conrail 

I ransaction hefore Ihe Hoard ,\s (iov emor Ridge and the Commonwealth .slated in P,\-
S (filed (ktober 2 1 . ' ')')7. the same dale as Ihe letter agieements): 



Representatives >f the Governor and the Pennsylvania Department 
of I ransportation have '..id numerous meetings vvith the Applicants 
regarding Ihe benefits ofthe transaction for Pennsylvania. During 
the course ofthese meetings and in their filing Applicants have 
made commitments regarding mv estments and other benefits to the 
Comnio ivvealth. These include contributions lo Pennsylvania's 
econi>mic dev elopment efforts . . . . We expect the Applicants to 
adhere to all commiimcnls made in the Control Application. . . . 

The Norfolk Southem and CSX letter agreements are attached as Exhibits A and B hereto 
respectively. .Attached as F.xhibit C hereto i.^ a letter from counsel to the Commonwealth 
of Pennsylvania adding the two letter agreements to the record in this malter. 

In the Approval Order, the Hoard directed Norfolk Southem and CSX to "adhere to all 
the represenlations they made during the course ofthis proceeding, whether or not such 
representations are specifically referenced in this decision." 

In its letter agreement, Nort"olk Southern stated as follows: 

I . Norfolk .Southern, Ihe ("ommonwealth and the City [ofPhiladelphia] 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 Deparlmcui of (."ommunity and Ixonomic 
Development, (iovemor's Action I earn and the Philadelphia Industrial 
Development Coqioration ("PIDC"), will e.xpenti n mininium t>l $15 million in 
llu- live (5) yt'dr.s after .Si'H appnivtil oftiie ('oiinul .-tciiiiisition for rnil .served 
eeoiioinie tlevelopmenl proi^nim.': in Pliiliitlelpliui tin.i tit r<is.\ the 
('oiiimoiiw enltli I hese programs vvill a.ssist in land acquisition, facility 
consiruction and rail infrastructure installation vvilh a focus on the 
Philadelphia Naval Husiness ( enter ("PNH( "). 

C I o ctMnplenienI Ihe prior efforts. Norlolk Southern vvill pursue additional 
economic ucvelopment incentive piograms to encourage r-.il-oiiented iiulustry 
to locate in Phiiadclphia and across the state Working with llic Department 
of Community and liconomic Development a ul the Ciovemor's Action l eam, 
Norfolk Southem will provide up front capital thrcmgh these programs to 
assist potenlial rail cu.stomcrs in their costs ofland acquisition, facility 
construction and rail infrastmcture in.stallation in exchange for contractual 
obligations for acceptable levels of rail business .i fler Slli approval. Norfolk 
.Soiilliern will make available for such projects a ma.ximum of $5 million 
annually antl will eonlinue this program for a minimum of five (5) years, ihus 



making an atltlilional $25 million availahle for raiforieiiteil eeovomie 
tlevelopmenl projecls. 

(emphasis added) These economic dev elopment commitments were separate from ami in 
addition to eapital expenditiin' commitments set forth in section III of Norfolk Southern's 
letier agreement 

Norfolk Southern has tieated ils obligalions under its letter agreement a; binding. For 
example, in a letter dated .April S, 2001, a copy of wluch is attached .is Exhibit ' ) . 
Norfolk Soulhern stated: 

While vve have not kept you infomied on a regular basis, I thought it vvould be 
useful lo provide you vvilh a current, comprehensive summary ofour investments, 
w ith a specific focus on those programs agreed upon and committed to by Norfolk 
Southem and the Commonwealth. 

Norfolk Southem has fa'led to carry out these commitments fully Its commitments arc 
expressly staled to be a partnership elfort ami>ng Ihe respective railroads. Ihe 
("ommonwealth and the ( ily ofPhiladelphia However, while Norfolk Southem has 
made substantial unrelated facility improvemenls, Norfolk Sinithem has failed to provide 
any significant funding lor rail-related economic developmenl projects hrougiit to it for 
fundirig by the ("onimonvveallh or the ( ily ()nly one project, Ibr a total of S4O,5O<).00, 
has been funded by Norlolk Southem out ofthe Sl .s Milliim for rail-served economic 
development programs to wliich it commilled in paragraph 1(H) ofi ls leiter agreement. 

Likewise, Norfolk Southern has not complied witb its commitment .set forth in paragraph 
1(C) of i ls letter, ll has completely failed to coordinate its projects vvith Ihe 
Coninionweallh or the ( ity's economic developnient efforts Moreovei, even the 
completely mdependent eu.stomer-development projects relerred to in ils letter attached 
as 1 xhibit 1) total al most Sl .'i 7 million, far less than Ihe S25 million lo vvlueli i l 
committed. See l xhibit 1), p. 2. 

Finally. Norlolk Southern has commenced only one oflhe four ca,iital impnivemenl 
projects lo which il eomniilled in Section III of its letier an inlermodal facility being 
coiisliucled for Norfolk Soulhern by the Delaware River Port Authority Norlolk 
Southern has yet to begin construction of i ls Triple Crown or auto facilities or ils track 
eonneciion .it the Philadelphia /oo mlclocking. a total of .̂ 21 4 m Ilion of capital 
investment commitments vvhich it has not yet commenced. 

CSX's commitnients were similar. In ils letter agreement. ( SX stated as follows; 

I . CSX, the Commcunvealth and Ihe City |of Philailelphiaj will enter into a public-
private partnership in recognition ofthe changes that vvill occur m the 
Philadelphia arca and lo encourage lail-onented industry to locale in Philadelphia 
and across Pennsylvania. . . . Our respective commitments include: 



(". To complement these efforts. ( SX vvill establish a nevv econoniic 
development incentive program to encourage rail-orienled industry to locate 
in Philadelpiiia and across the Comm:mvvcallh Working w ilh the nepartmcn' 
of lieonomic and Community Developmenl [sic] and the (iovernor s Aclion 
Team, CSX will provide capital thnmgh these programs to assist polential rail 
cuslomers in Iheir costs ofland acquisilion. facility constmction, insiallation 
of rail sidings, etc.. in exchange for contractual obligations for ceilain levels 
of rail business After STB approval, CSX will make available $2M per year 
over a five year period (a tolal of SIOM) for this program. 

(emphasis added) These economic development commitments were separate trom and ni 
addition to capital expenditure commitments set forth in section 111 of CSX's letter 
agreement. 

l ike Norfolk Southern, CSX has treated its obligations utider its leller agreemeni as 
binding. Tor example, in a leiter dated October 29, 200.C ( SX requested lhal Ihe 
('ommoiivveallli consider funds proposed to he used lo purchase properly as a qualifying 
expendilure under an ' i conomic nevelopnienl Tund to which CSX had eomniilled funds 
at Ihc lime lhal Conrail was purcha.sed." 

Although ( SX's record is better than Norfolk Southem's, ( SX has also failed lo carry 
out its coniniilnienis fully Its commiimcnls are al:;o slated lo be a pailnership effort 
aiiio.ig the lespective u.ilioads. Ihe ("o.r.nionvvealtl. and the ( i l y ofPhiladelphia. (S.X 
has funded only S550,O0O of its commilment undei section l(( ) of i l s letter agreement, 
leaving appniximately S'> ,s million. 

Holh carriers appear lo be taking the position that Ihe Hoard should consider rail 
iiifiasliuclure impnivenienls lolally unrelaled to iheii l')')7 coniiiiitnieiils .uul undeilakcii 
for Iheir own business reasons and w ilhoul any l onsullalioii or coopi-ralion with Ihe 
Coninionweallh oi the City lo count lowaid then commiimcnls. 

The Comiiionvveallh urges the Hoarti lo reiect this position, because il would .illovv 
Norfolk Soulhern and ( S.\ unilaierally lo aller oi abiogate then conimilmcnts to the 
Commonwealih and Ihe ( ity. with whieh the Hoard in ils Appioval Order directed them 
to comply, Neilher Norfolk Soulhern nor ( SX can claim poverty as .111 excuse ior not 
caii-v ing out ihese cor iilmeiits Norfoik Southern has just reported record quarterly 
revenues and profits', w hile ( SX had strong 200S re.sulis. including 'tremendous revenue 
grvivvlh" for the vear. and over S.M)0 million in free cash llow." 

' www, n.scorp com (news rck-.isc .April 2 1. .̂ OO.t) 

' see htlp: u u u csv.eiim sh.iri' es\ iiuesuir press releiise prcssrel4i|2(l(i' pilt (news release Jan 27, 
2004) 



The Commonwealth respectfully requests that the Surface Transportation Board extend 
its oversight period during vvhich these commitments must be fulfilled, and that the Hoard 
establish a .schedule for their full compliance vvith their coniniitments 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 tirre necessary to plan and construct capital improvements, 
wc suggest to the Fioard extend its oversight ofthe .\pproval Order for an additional five 
year period of lime. 
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E X f l T R l T A 
NORFOLK 
s o i r m E R N 

Nortolk Soutfiern CoTporatior. Da.Wd fl. Gkmde 
Three Comniereial PUre C»i«irTt.i»,[ Ptrmian and 
Norfor< VirgfOia 2351(}-2191 Ch«t Ensc-x^ OfTicw 

October 21.1997 

TTjc Honorable Thomas Ridgc The HoDorBMe Edward RcndeU 
Governor of Pennsy fvania Mayor ofPhiladelphia 
225 Main Capirol City Rail 
Haidsburg, PA. 17120 PhiLuJdpWt, PA. 191C7 

Dfar GorvcmoT Ridge and Mayor Rcadelk 

I apprcctae the cxunmitment and cooperation you snd your icptesanatives ĥ ve 
demonstrated during xhe past few mo.:ths as we have worked towarf » munial undexscandine of 
the benefits aqd chaUenges for the Commonwealih and vhe City rfsulbng fiom the proposed 
Conrail Acqirisirion. An agtecmfairaboift the significant kiues lias bem our objert I believe 
the goal is achievable and offer the following proposals towaid thai end: 

I- Fconnmie Dgvplopmenr 

Norfolk Sotshcrn, the ComiTwmvettlth and ihe City will cnta- into an 
unpreccdexitBd public-private portncrslup to encourafie rail-oriented industry lo locate «:* 
PhilAde)p}u4 and across Peimsyivania. Our respective conunitments include: 

A. Norfolk Southem will provide JtO million in cash inveitmcsits to supplemem rbt 
public cffoit lo alinict Kvaemer ASA lo tbe Phiiadclphia Navy Yard. Uiff 
payments, -wtiidi wiU directed by the stair and city, will be made in five (5) 
equal, annual Jnstallmeats, wilh the in'tial uistallment to be made on July 1.1998. 

3 Norfolk Southern, working with the Depanroem of Community and Etonomic 
Development, ibc Governor's Action Team ard the PhiWelphia Industiial 
Devdopnierrt CorpoiatiD - ("PIDC"), will expend a minimttro of XIS million in 
tbe five (S) yeare after STB approval of the Conrail Acquisilion fbr raiKjeived 
econonuc davelopment pro£raas in Philadelpiiia and across the Coznmonwealrb. 
These programs will assisi in land acquisition, facility construction and raii 
infrastructure installation with a focus on the Philadelphia N»va3 Buslnesa Cenier 
CTNBCT). 

C. To complement the prior efforts, Korfolk Soulhtm will pursue addiiional 
economic devdopraeat incentive progjams to encourage [ail-orienlBd industry to 
locate in Philadelphia and across the state. Working with the Department of 

Opcrainj Sobsjdiafos. Norfolk Southern Ra-Wjy Ccmpany / Nonn Air.p.icin van Ui i^ i , loc. 
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Coormunity and Ecoijoaiic Developmem and the C>ovcmor's Actian Team, 
Norfolk Scutoj wUl provide up Stmt capita! through thescr programs to assist 
p-̂ lsfltial rail customa^ in their cosis ofland acqr̂ iatioo, facility construction and 
rait infrastmcTUrc insallatian in cxcian^ for contraouaJ obligalions for 
acceptable levels of rail business. Afler STB appioval, Notfolk SoulLein will 
makr. available for such projects a trjaximum of SS milHon annually and will 
connnus this prograra tbr a minimuo of five (5) years, thus making an additional 
S25 millioo &\-aiUbIe for rail-oriemed ecor.oraic developmcut prtajects. 

The City ofPhiladelphia, thioiigh the PTDC, a.Td Norfclk Souchem plan to execua-
a Development and Markrung Agreement that is being deve'oped for the PNBC. 

Ilic Delaware River Port AuthoHty and Noriulk Sotrtbcn plan tt> execute an 
agreemeni thai is being developed for the location and operaiion of Norfolk 
Soulhern's intermodal tetminal. referenced in HLB., at the AmeriPon fmearnodaJ 
Temiinal. 

The Commonwealth of Peniisylvania will approve the expendhurr of I S T K A 
ftnds fot agnali2ation and nack improvements on the Chambersborg line and 
tuch. additioml Pmnsylvaxup projects as may subsequently hc authorizod by 
CoTigreis involving line?? owned oi operaied by Norfolk Southern, including Lhn 
Erie track relocation piDjcct. 

IL Jobs 

Jots creation is one ofthe principal goals of our comhi.ied eccnouiit: developineni 
tffoiTs. AddiliuiiJiUy. Noifblk Sruiheni'sjob creation efforcs wil i include: 

A- A Mid-Atlantic Rcgiunol hcadquiutcrs will bc located in PUi'bidclphia. Initiiilly, 
there wiU be severiy-Sve (75) jokf. incliiding a Regional Vice President, ar this 
Hie. 

B. Onc-huodrcd-fiHy (150) new r;ijl.relatcd jobs will he cxeuled as a resuk of 
Norfolk Southern conjtnerci.Tl and operan'onal activities in the PhiJadelpljia area 
dxirins the tlircc yean after STB approval ofthe Conrail Acquisiuon. 

C CSX and Noifbllc Sonthem ^iU jointly own Conrail Inc. Philadelphia will rroain 
as vbc headquarters of Coniyil Inc. for the 350 positions involved with the 
operation oflhe 'Shared Assets Artas'* and other cowinincg Coraafl activities. 



The Honorable Thonias Ridge 
The Honorabl". Edward Rendell 
October 1, 1997 - Page 3 

^ Caai&ljMSDsiidltarss 

mipxovoncnt cxp^d.mres by or or. behalf of Norfolk Southm, in Pennsylvania. T T S 
the largest expenditure by Norfelk Southem in any singlr state and inclodes an 
mvestment ofmore than $33 miilicn in Philadelphia for four major projects: 

A. Triple Crowa facilrty (J4 million); 

B. InicrmodaJ facility (Jl 0 million); 

C. Aotomobilc Euiliiy (Jl 6 million); and 

D. Tmck conneerion al Zoo imcfJodcing (S1.4 million), 

rv. Passenger RajJ 

Freighl and paMcngei rai! operatiom share track in auwe than halFof SEPTA's 
service ternto^Koriblfc Southern, the City and the CammonwealA will recommend lo 
ConraU and SEPTA that the existing Tn-̂ lage Rights Agreement he extended for five (5) 
yeats. Norfolk Southerr, agrees, -aa«iequent to STB approval ofthe Conrail Acqiiis.tion 
to negotyrte senously and in good failh the cxiension of SEPTA service on the Ilarnsbuir 
and Morr«vilIr line?, and snch other issues as may be appmpriate. 

V. Ci!BSHisCjiii«n!dliji 

T»u-t .4 Southem will bc an «,tivc penicipant in civic rtnd charind)le aflairs in 
PhUadclpina and throughom Pcna^lvania and, togrther wilh CSX will encomage 
Conrail TO lulfiU its philanlhropic commiimeiiis as ofthis date. 

VI. Rcgulattmr P'rasa 

.^pv, ? " " ^ r f i ^ ' ° ^ ^ ' - 1997. The Co^nonweaWiorPemByJvanii, and Ae City 
S T ^ of support for the Conrail Acquisition with Ac 
i,TB. Additionally, you have agreerl to encourage other elected ofBcials and public 
agencies, mcluditig StTVA and the DRPA. abo to file riiocly stalemcais of support, 

Noriblk Soinhcm's coimninncncs in thii letter an: exyiessly conditioned i ^ n STB 
^provaf of the Connul Acquisition snbstantiaily as it was filed on June 23. 1997, and therefort: 
wm ua;e cSed only upon closing oftbe Connd Aeqniiition. Norfolk Soulbcn's commitments* 
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aJao are =onditiancd upon fiilfiUmeat by Pennsylvania and Philadelphia of their tecipixal 
commiimmrs. reflected in ifaii letter and in the agrecmenTS uader developmenl. 

Some ofthe issues I have addressed have common elements or involve mutual 
requinanenls with CSX. I believe that we and CSX are in agreement about the objectives and 
expect that you will menoorializE your undeixtandings with CSX in a similar fashion. 

This unprecedented public-private partnership demonstnies Norfolk Southern s 
commitment to PennsyNania snd Ruladelphia and to tbeir firture economic prosperity. We are 
exdtcd about the oprportumn̂  lhat lie ahead and look fonvaid ra working closely with you. 

Sincpiely. 

David R. Goode 
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h'XH I H I -r B Ono J«mM C«nMr 
Hichmond, Virginia 233*9 

CGGtoajKnoM . ~ — — —^ 
Jalvi W. SnoM 

- I Oclobor 21,1997 

The Honorable Thomas Ridgc The Honorable Edward RsndsII 
Governor Mayor 
Commonwealih of Pennsylvania City ofPhiladelphia 
22S Main Capitol Gty Hall 
Hanisburg, PA 17120 Philadelphia, PA 19107 

Dear Governor Ridge and Mayor .Rendell: 

Wc have wotked logetiicr in a coopentive teara over the iKt scvtai raonths, starting 
just after the announcement of iKa acquisitioo of Conrail by CSX and Norfolk Southern. We 
believe this hiatoric tranaaction will provide compcutivc frvight trm-spoftarion to the Northeast 
flial will benci3t all shippers by providing improvctl value for rail freight ttansportation. 
Specifically, wc have •̂otked with rcpcescrtalivea of the (romnionwcalth, the City of 
Philadefpliia, SEPTA and the Port on economic development projecto lhat can provide tulure 
beneflts for the citizens of I'cnneylvanix This letier outlines proposals necessary to advance 
development* oflhese projert.? cfmsisicni with-tha Commonwealth'i tnd City's active support of 
the acquiMtion to the Sor&ce Transpcwtation 9oar± 

1. P.cunnmii: DcvcIoDJllcat 

CSX, the Cnmrt̂ nnwcalth and the City vvill enter into a public private partneisliip 
in rceognitioti of the rliangts that will ocn:r in the Philadelphia area wul to auroungc rail-
oriented indastry to locate in PJulidelphia snd across Pennsylvania. Thii partnership al«i wall 
b<-.nc<it lhe loucs Act trades, in which Sea-I.and. a CSX .ubsidiary. parttcipct«. Oor respecuve 
cnrnmitnienta include: 

A CSX will provide SIOM m caah investraenU to jupplcmeol the public 
' citbri to attract Kvaoacr ASA duj Philjdclphia Navy Yard. Our 

Myments. wlach will H« directed by the stole, will bc made in five (5) 
equal, annual installmenta. with the initial im tillmcnt to bo made on 
July 1,1998. 

— B CSXwlllctpendamiainnimofSlMpCTyearowihefiYc(5)ycMS(i 
total of $5M) aflcr merger appiwrnl for nil-acived econonuc 
developmenl piugrams in Philadalphi* and acron iho Commonwealth. 
These progtams will aaaUl in land acquidfirm, faeility camuyctwn and 
tail infrasmictun: improvomenU wllh a focus on Philadelphia. 



- 2 -

C. To complement theae ciTort*. CSX will ertabhah a ucw economic 
development tncortive program to eneourage rail-orientad industry to 
local* in Fhiladeiphia and acvota the Commonwealth. Working with 
the Departinent of (Economic and Community Development and the 
Governor's Action Teara, CSX witl provide capital through iheie 
ptoisrams to assist potential rail cvatomen (n thair com of land 
acqiuisttioti, Acility conftnxtion, inrtiliatioo of rati aidings, etc., in 
exchange for eontraemal oblisations for certain levds of rati business. 
After STB approval, CSX will make available S2M per year over a 
five year period (a total of S1 OM) for this pioBram. 

D. The City ofPhtUdelphia. through Ihc PIDC. and CSX will execute a 
Markeling Agreement for the Ctty of Philsdelphil. 

E. The Ddawtfe Rivcr Port Autharity and CSX will execute an 
B̂ r̂tement for the development and operation of ita inlermodal 
terminal at Grcctiwicl) Yard. 

p. The Cotnmonwesllh of Pennsylvania wilt seek, along with CSX, and 
approve the expenditure of federal funds for cleaiance improvements 
on the West Trenton line from fhtiadslphU to the Ncw Jctaey border 
and approve ftmding for any tuch additional Pennsylvania piojects *5 
maybe lubsequently authorized by Congress involving linej owned or 
operated by CSX. 

G. Tim Commonwealth, the City of Philadelphia and CSX tpoc that it is 
in the Commonwealth's economic intarast lo have a strong, well-
maifltzined and strategically located rail fĥ ghl infraacructure. 

2. Jfibi 

Job crearion is the principal goal of our combined ecotKHnic development 
eflbita. 

A. CSX and NorfoUc Souihcm will jointly own Conrail, Inc. Philid«Iphia 
will Tcmain aa the hsadquanen of Conrail, Inc wMch, as dctaiied in 
oor fcpplicaninn to the STB, wiH have 350 pocitkma involved with the 
opention of tho 'Shared Aseeu Areas' and other continumg Conr&tl 
activities. 



- 3 -

B. Thirty-Ave new rail-related jobs will be created in addition to 150 
existing jobs, as a result of CSX conunercial aod operational activities 
in (Ka Philadelphia area during the three years after STB apprtival of 
the acquisitioo. 

C. CSX anticipatea establishing a regional ofHce in Philadelpfcia that will . 
include government relaitena, industrial development, sales and 
operations. 

3. Capital EteendiDircs 

The operating plan filed wilh the STB ideniifies mote than $27M in 
capital impcovement axpenditurca by CSX in Pennsylvania with at least S22M ia 
PhiUdelphia for three major projects; ° 

A Intennodal faciUty (515M). (The Delaware Rivw Pon Aulhority has 
oiferid to fuxKl the constructiati of lUa facility punuani to the 
agrrement refetrcd to in paragraph IE.) 

B. Track connection at Eastwick interlockiag (S4M). 

C Belmont Siding (S3M). 

4. Pf<<ny<''̂  '̂ ^̂ ^ 

Freight and passenger operations share Irack in moro than half of SEPTA's 
sovice tetiitory. Our CSX team has begun to work closely with SEPTA, Conrwl and die 
Norfolk Southem to ensure «afe on-time passengei and frdght operations. CSX will 
consenl to Connil ejttcnding the SEPTA Tradage Righta Apeement for an additional 
fiv* yctn as long is SEPTA providea unqualified liability coverage fbr CSX and die 
Cor̂ aU Shared A«a Operationa company (CSAO) backed by braad indemnificatltm 
language and insuiance. 

s. CiMfiJtuL .̂̂ »rilâ tc fiiving 

Aftor STB approval, CSX along with Norfolk Soothcro and Conrail, Inc 
WiU ciwBit lhal all of ConraiFs phUanthropic obligalioM as ofthe date of this letter arc 
met Tlie three companies will ba active memben ofthe civic and charitable community 
in Philadelphia and throughout the Commonwealth. 
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6. Rnulatoty Review 

Ol or before October 21,1997, the Commonweailih of Pennsylvama and 
tha City ofPhiladelphia will file written statemenii of suppoft fcr the CooTUl acquisilion 
with the STB. We anticipate that you will encourage other elecied officials and public 
agencies, including SEPTA and Ihc DR?A, to (lia cim«]y jtaiemcnia of suppott and will 
atherwise eonbnUe to tupport the acquisition. 

CSXs authortty to acqtiire Conrail and expand opentions in Pennsylvania 
and, therefbre, the temu ofour agraemcnl, ara expressly coodhloned upon approval of 
the Conrail acquisition fay the STBi Of coune. CSX obligations contained in thia letter 
are subject to the Commonwealth and the City satisfying their obligalions. 

Some ofthe itsues I have addreiscd bave conunon .lerocnts or mutual 
rcquirvmenii with Norfolk Southern. 1 believe thstweand.Noiiblk Southeni are in 
agreemem about tha ob/eciivê  and expeci that yon wiH memortxiize your vndcustandings 
with Norfolk Southem in a similar fashion. 

I look forwanl to working closely with yau tn the future. 

SiiKcttly. 
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EX>llHl'r c 

P A T T O N B O G G S . L . L . P . 
2 5 5 0 M S T R E E T . N W 

V V A S H I N G T O N . O . C ? O O . T ? ( . "JDO 
i ao2 i A S 7 - e o o o 

f«rii«iiE iioei*57GJi5 w n n r p s D OCCI D IM. 

(202) 457-6424 
PA-10 

Febmary 23.1998 

The Hon. Vfrnon A. Williams, 55ecretary 
Surface Transportation Board 
1925 K Street.NW 
Suite 700 
Washington, DC 20423-0001 

Re: Finance Docket No. 33388, CSX and Norfolk Souihcm -
QjntlQljaiifipcrating Leasĉ AEKCIDenLs.:2jGQDaû  

Dear Secretary Williams: 

On behalf of lhe Commonwealth ofPennsylvaniB, Governor 'fhomas J. Ridge and the 
Pennsylvania Depaitment of Transpcrtation (collectively, "Pennsyl vania"), I write in part to 
restate Pciinsylvruiia'.s support for Apjilicants" proposed tiansaction. 

I'cniisylvania is also pleased to submit for tbe iecord two letter agreements dated October 
21, 1997 one with Norfolk Souihcm und the oth<-i wilh CSX. The Mayor of the City of 
Philailclphia is also a parly to both letter agrerments. 

Pcnn-sylvania is fiimishing these â jiecnicnts to the Board bccau.sc it would like the Board 
lo hc aware of llicii existence arul tcmis Pennsylvania understands Ifiat while tlic ohJigflhoas 
slated in the agrceiTieiits depend upon Boaid approval of tlic proposed tran-Sfittioii, the 
agrpcmcnts do not ipqiiirc the imposition ol aiiy condilions by the Board, Nonetheless, the 
agieements raay be con.sidercd by the Board as ooastituting ivpresentations that the Applicants 
wiil comply with their respective terms Sec Union P.icific/Soiithem Pacific merger case, 
Finance Docket No. 32760, Decision No 44 served Augusl 12, 19̂ 6 at p. 12, n.l4 Accordinply, 
Pennsylvania is pleased to submit these agreemcnis for inehi-siori in the r-cord in tins proceeding. 

Sincerely, 

'il 
John L. Oberdorfer 

cc: paities of iecord 
(aiiaehnicnt lo parties on oaTidcntia! service list i.vi\y) 
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F X H I B I T D 

N O R F O L K 
S O U T H F R N 

Nodatk SotThpin Consoration Dav d R. Coode 
Thmo Camf'iorbal Place C>M7na/> Pres aent a/xJ 
No'fulk Virginia ?JV510̂ 2191 c.wuuve oticsr 
TeiRphotic (/S/) B2'3 2S10 
FacStfTiite (-'S?) G29 2306 

April 5,2001 

The Honorable Tom Rid^ 
(Governor of Pennsylvania 
Maia Capitol BuiJdinB, Room 225 
Harrisburg, PennsylvaniA 17120 

Dear liovemor Ridge: 

I understand you and other ntcmbcnof your sdministralion have 
expressed concem about Norfolk Sotithern's investment ia the Co umonwt̂ alth iind; 
the Conrail acquisition. While we have not kept you informed on a re^niiar basis, I 
thonght it would he useful to provide you with a curreat, comprchenjivc suDnnnry of 
our investments, with a specific focus on those programs agreed upon and committed to 
by Norfolk 8outhcm and the CommonwealtiL 

- Sifi miiliou <rver five years for rail-served «coBOBiic development program* ia 
Philadelphia aoi! acroaa the atate. 

Norfollc .Southern, in partnerahip with Rethlehent Strel, has developed a 
.S12 nullion intermodal freiglit (crmmHl at Bethlehem. Thia modem intermodal facility 
«crvc<t as tfae at»rt of a corapreheiMive redevelopinent of lhe former milt site ia 
Dethlehcm, briafpn^ additional johi to the urea. In addition tn nerving indtutries in the 
AIlentown/Bethlcbem «uxa, tbis terminal bciayfi new economic activity tu th« area by 
also drawing freight from New Jersey pninLt. 

Kegardinj; onr agreement on Ihc Pliiladelpbia Naval Ru^ineu f enter 
<PNBC), 1 am happy to rqiorl that Norfolk Southem veiy do*c to an aj;reement with 
tbe Uelaware Rivcr Port Anthority fur coostrurtion of a SIS raillion iotcrmodai 
terminal at the wte, to be financed by Norfolk Southem luer fees. While negotiations 
for thb af̂ recment hwe taken longer tban nntKipmtctl, I believe all involved will nnl 
qnc»tion Norfolk Southern** continuous attention to tfae matter and dedication towards 
rcacbing an agreement. Thia teminal will be the cornerstone of the PNBC's rail-based 
C'cooomic growth. 

Norfolk Southem hak laken othk.r aetionn to advunn* thr ret1«ve1opment 
ofthe Naval Shipyard. Norfolk Southeru bas paid $6 million in rajh ro date toward the 
public effort to attract Kvaemer ASA to the Philadelphia Naval Shipyard. Norfolk 
Southeni »ho acquired additional (non-Conratl) trackaije from CSXT in South 

Operating Sjci»ra ary: Mo-foik Scutnei.T Rai'way Coi'.pany 
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Philadelphia fai order to improve NS'» ability to lerve the PNBC. NS anticipate! 
fmancing more than $1 miUion of improveraents to this trackage. 

. %2S miUien over five yeara at S5 milHon per year for rail-oriented ecopomic 
d^^a^^^ii^ projecta that indude contaNKtual obUgationt for accepttble leveis of 
rail bmintsa. 

Norfolk Southem has worked aggressively to fund track expansions and 
locations of new industries on onr Unci under thi« provision. Customers benefiting 
from NS's participation include R.R. Donnelly, Sun Oil, and Schmalbach Container. 
Approximately SO.S milhon has been eipcuded on these projects. 

I am happy to report Norfolk Southera has recently agreed in principle to 
reimburse tbe cost of a 5335,000 track expansion at Novalog, a steel importing firm 
working on the U.S. Stee! Fairless Woiks site. This track expansion will allow Novalog 
to accommodate increased boainess levels. As intended under onr agreement, this 
investment is directly tied to Novalog's shipping levels via Norfolk Southern. 

I am especially proud io rcport Norfolk Southera's involvement in three 
major rail-oriented economic development projects that are helping ta ensurc 
Pennsylvania's tn«rsy independenc.- and the continued prosprrily of Pennsylvania's 
coai producers. 

Norfolk Southem, m partnenhip with Tanoma Energy, recently opened a 
new $3 million coal nnloading fcciiity for Midwest Ceneratioa's Homer Cily power 
plant, located in Indiana County. Homer City, ooe of the largpst power planta in tfie 
CoomonweaUk, ean now receive rtul-ori{^ated coal for the lint amc. Thi.̂  ability to 
-ccess competitively-priced coal (most ofwhich is mined in Pennsylvania) is vital to die 
plant's future competitiveness. 

Norfolk Southem and CSX are jointly funding a $5.8 million batch-weigh 
loading system at Consol's Bailey Mine near Waynesburg. This new system at th* 
Commoawcafth's most productive coal mine enables the mine maximise the amount of 
coal the mine is able to load each day. Simihu- offers totaling $6.1 miUion arc 
outstanding at twn other area coal mines. 

Norfolk Southern abo is baildlng a S28 mUUon rail line hi serve Key-
Con's Keystone Power Ph nt in Shdoeta. Like Homer City, Keystone is one of the 
l a r ^ t power plants in Penasylvania, and this oew rad route will enable reliable and 
economical rad delivery of tttcrtased volumes of Pennsylvania coal by rail. I would be 
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remise if I did not express my Appreciation for the assistance oftbe Commonwealth ia 
thif project, especially the Department of Transportation whicb has helped greatly with 
this project 

In addition, Nortolk Sovthern has actively pursued several large rail-
served industrisi di./elopment projects that unfortunately went to other statea or 
located on other railroads. Offers of assistance were abo made to industries who either 
decided not to proceed with the project or were unwilling to costractnally commit 
acceptable levels of rail traflic to Norfelk Southern. 

1 understand there were several situations when ibe Commoawealth 
attempted to locate rail-served indn&try bnt did not feel thai it received cooperation 
from Norfolk Southern consistent with tbe term* of our agreement. Norfolk Southern 
will continue to work to fulfill not just the t»rms> but the spirit of the agreement 

- Addidoaal Investment 

OveiMlI, I am prond of Norfolk Southem's record of investment in 
PeniLtylvanfa. Norfolk Southem has already invested neat y S250 nullion in tbe 
Commonwealth, including many doUars aot envisioned iu our initial appUcation for 
Control of our portion of ConraiL 

In addition to the successful opemng last year of Norfolk Sotithern's $31 
million Rutherford Intermodal hub in Swatara Township, some nf our other major 
projects include: 

• 56.9 million to upgrade Conway yard near Pittsburgh 
- $6.8 million to improve signala and safety on our L'ne between Harriit-nrg and 

Philadelphia 
- W9 million to constmct and equip the NS Northern Region headqua ters building 

near Ifarrisburg 
- S4.2 milliun to build new track cspacity and sigaals in Uarrisburq 
- $2.2 million for new connections at Bethlehem 
• S U million to improve our fueling faeility in Hai risbvrg 

lliese investments are in addition to Norfolk Southern's invcitmtnt of more than $8 
million in shop iraprovemmta. 
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. Telecommunications Investment 

Pennsylvania should be particobur̂ y cicited by S52 million already 
invested in ttae Commonwealth by Tharougbbred Telecommunications and Technology 
(T-Cnbed), Norfolk Southern's wboiIy-«wped telecommunications subsidiary. This 
constmcdon of fiber-optic capacity from the Ohio border through Pittsburgh and 
Harrisburg to Waahington, DC is a major enhancement to the Pennsylvania's 
telecommunications infrastracture. 

Harrisburg, now a rail and road hub. Is sJatcd to become a 
teleconmnnications center as wclL Norfolk Southem's reute structure placed 
Harrisburg clearly astride the Chicagc - Washington fiber route, a corridor that wouM 
have otherwise bypassed Harrisburg tnd lU but a small portion of Pennsylvania, Si* 
fiber optic routes aro planned to radiate from Harrisburg, ofwhich two are already 
built. The addiiional routes - to Ailentown/ Bethlehem and New York Cily, to Reading 
ar. PhUndelpbia, lu WUliamspurt and Buffalo, and to Maryland - are contingeiit oa 
interest from telecommunicationf firms wiUhi^ to partner with T-Cubed on their 
Lonstructioa. 

This investment has even greater potential for the Commonwealth, 
becansc T-Cubed installed excess capacily for later inatallatlon of fiber-optic cable 
along tbe route. Conitmoiing now craales futuro capacity lhat can bc quickly put to 
use. 

- Norfolk Sonthera's Finaudal Challenge 

Please understand thai Norfolk Soulhem has made lh< ê substantial 
faavestracnts decpife the very serious financial challenges facing us. I am sure you have 
seen the economy weaken, which has forced NS to Uke undesiroble actions such as 
closing ofthe Uallidaysburg shop. While wc bave cut our quarterly dividend by 70% 
and reduced our management work force by nearly 25%, NS hax endeavored to meet 
itl investment commitments even in the face of the rocctut decline in rail traffic. 

Grvrn the concern over Norfolk Sonthem's iavcstmrnt leveb, and other 
recent developments, I wonld vety much like to meet with you at yonr earliest 
convenience. I am asking Rich Timmons, Norfolk Southera's Resident Vice President, 

>tjr-i (̂ Zl7<--̂ J" ../.r/.lR T ••i\Zc> e0K SV-; iiin.Tl 2P "> Hd h\ .'Jt W». SPt £**! 
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to cootact your offlc* to arrange such a roeetinfr Together 1 hope we can have a 
substantive discussion ofthe issuea facing Norfolk Southern and Pennsyh'ania. 

I very much look forward to meeting with you. 

Sincerely, 

R E C E I V E D 

APR 1 0 20O0 

HCL 

Davkl R. Goode 

ey: 

be: 

H. C. Lewis 
M. F. Timmons 

R. M. Bennett 
J . F. Corooran 
J . IL Friedmann 
J . A. Hixon 

BB'd Sin3T OltfeD ad 61:91 t-B. SB UkM 
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RF.: 42101 0071 

2 Nurtli Charles SIrrel, tl"Hoor 
BnUimorp, Maryland 21201 

(410) 61^6156 
F4X: (110)613-61^1 

R E A L F R O P E K T Y 1 - Kc\in Hurlcy(a5r.SX.C(>m 

U. KeviQ Hurley 
.\ssistani Vice I*rc%idciit 

October 29, 2001 

Mr. David Y'-agcr 
Director 
Governor's Action fcam 
100 Pinc Street, Suite 100 
Harrisburg, PA 17101 

DearMr. Yeager: 

1 his will follow up on our recent conversation regarding the desire of CSX lo have certain 
purchases «irrailri>ad property by the Phiiadclphia Regional Port Autfaority (PRPA) 
qualify as eligible under an Ernnomic Development Fund to which CSX had committed 
Tnnds at the time that Conran was purchased. 

As background, in 2002 CSX .sought la have a 44 acre parcel ofland that it owned in Soulh 
Phiiadclphia rezoned from industrial to commercial to permit the development of a ncw 
JKEA and other retaU cstublishmcnta to serve the Soulh PhiUdelphia community. The 
PRPA felt that (bis rezoninj; would rrir.ove from the Port Zone valuable indnsti iai land 
needed lo altow the Port to expand. In cuchanRc for the Port's support of tbe re/oning, 
CSX agreed to convey lo the I'ort a pier facility that it had acquired from Coin ail. It also 
agreed to support the Port in its efforts to acquire additioaal lands ami a second pier frtim 
i onrail. Because Ihe Port did not bave the resources to ac(|uire Ihese properties, CSX 
offered to npply to the (;ovmmr's Aclion l eam lo allow the Porl to usc the reinHioinR 
funds in the $f5 million CSX economic development coininiUncnt to be used as crc«lii.s 
agaiw..>t real estate purchased from CSX and Conraii. 

The PRPA has the primary rcsponsibility to support and f;row the port activity iu Itie Port 
Zone wliich includes J'hi adclphin, Rncks and Delaware counties. Ihc purehase nfthe CSX 
and Conrail parcels will allow the Port to cipand on several dilTerent fronts which will bc 
discosscd individually below, fhey arc particular crucial to the Port because these sites ;ire 
primarily located soulh ofthe Walt Whitman bridge whirh has superb rail acccM, is in 
close proximity to the Intermodal transfer facilities and there h no air draft restriclious HS 
it relates to ve-ssel's vertical clearance of Ihe bridge. All of Ihe pi operties arc shown on the 
aitached aerial map. 

Pier 122 nnd 124: 

These pi-rs, owned by Cooraii and CSX t espectively, are lhe only bulk handling piers in 
Philadelphia, one designed for import and one for export The export facility desigaed to 
handle coal has not been in nse for almost 20 years and the import pier is maiginally used 
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due tv» requisite improvements to the infrastructure. Both facilities are rail .served and arc 
contisdous. Acquisitioo of Ihcsc piris vvould also provide the Port the option to piiisue two 
opportunities, (1) maintaining and upgrade the eiisting pier structures and market them to 
the international hoik carĵ o market or (2) create a new facility by filling bciween the t>vo 
pier̂  and Ihe adjacent land nvtned by the Commonwealth lo create a marginal pier, a moie 
modem and efficient way of handling the deraamis of commercial shippers and the long 
term obUgations of a Strategic Military Porl. The plan attached illustrates this potential 
and is shos>Ti as Southport Development. 

Wilh regard to this later project the PRPA a currently assessing environmental, 
engineering and economic issues. They h:ive eô 'aged a niarine engineering tirm, a port 
planning consultant and an economic analysis consultant to evaluate several options, the 
largest ofwhich would creaie a new marine terminal wilh 89 acres and 2000 Unear feet ol 
marginal berth. 

Pier 122 is supported by an approximate 20 acres of land which is connected io the Pier hy 
a conveyor and has been fraditionally used to slocJcpilc imported bulk commodities. I his 
storage is essential lo any import operation of bulk materials lo facihtate the transfer from 
vessel to rail ur truck. 

Whiskey Yard: 

This 29 acrt- parceJ of Und owned by Conrail is currcntly vacant bnt was previoasly used 
lo support Ihe former PuMicker distillery. Across Delaw.ire Avenue from the Packer 
Avenue Marine Terminal, the Port's primary container fadlity, this land is essential for 
this facilify to grow. Recently designated as a Slrategic Military Porl, much of the existing 
laod currt:ntly used lor storage of containers will need to be ntilized fo support military 
movements. The Whiskey Yard offers the most convenient and practic»l to continue the 
container opcrHtions and support fhe military in the short term, fhe yard also offers Ihe 
nexibility of increasing the .irea for autnmol)ilr storage yard dne lo ils proximity to the Pier 

Annex. 

Savage Yard: 

This loo, is a vacant 12 acre parcel ofland which is adjacent lhe Port's Pier 98 Annex, its 
import automobile operations. The cnrrrnt fariliiy i« often considercd l.-ss competitive than 
fhe neighboring Port of Wilmington because it is not large enough lo handle current 
demands, fhe acquisition ofthis land would allow for lhe expansion ofthe facility and 
increase the Port's compefitive position. The combination of Whiskey and Savage Vards 
would also allow the Pier 98 Annex to expand to IOO acres, n miBimum thrckbuld 
requirement fur handling large infematioDal antomobile accounts. 

fbe acquisition ofthese parcels would allow the Port to expand in veveral different areas 
included breakbulk, bulk and containerized cargo for commercial and military customers. 

The CSX rommercial development is anticipated fo create over a tiiousand new jobs in 
South Philadelphia and add over a million dollars to the City's tax base. Tbe port 
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expansion has an even greater economic impact on the local community. The expansion 
would gcaeratc approximaiely S.6 million tons of addiiional port traffic creating almost 
4,000 direct, ncw jobs and over 2,300 induced and indirect jobs, ll would also spin off 
bcnents of increasing personal income by $325 million, business revenue by $443 million 
and creating additioaal $33,627,000 in additional State and Local taxes. 

Ifyou have further question.s about Ihis proposal, I would be happy to arrange for a 
meeting with fhe PRPA so tbat Ibis project could be discussed in greater detail. 

Sincerely, 

D. Kevin Hurley 

CC: Mr. Robert Blackburn 
Pennsylvania Regional Port Authorify 
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( E R T I F K A T E O F SERVTCE 

Ihi.s is to certify that on the 26th day of April, 2004, the undersigned caused the 
Cominents of the Commonwealth of Pennsylvania for the Hearing May ^. 2004 to be served on 
the parties in (he above-captioned proceeding, by electronic mail on those parties ("or whom a 
valid electronic mail address is listed in the service list (or this matter, and by United States 
Mail, first class postage pre-paid, on the remaining parties: 

David Peter Alan 
I 'O. Bo.x IH} 
Millhurn, NJ 07041 

Richard A Allen 
Zuckert .Scoutt & Rasenberger I.I.P 
SSS Seventeenth .̂ trcet N W 
Suilc 700 
Washington, DC 2(K)()6-.n()') 
raallentajzsrlaw com 

American Short I.ine and Regional 
Railroad .Assoc 
(ieneral Counsel 
50 1'. Street, N.W - Suite 7020 
Washingion, DC 2()()()4 

Mob Hailey 
I'ort Jersey Railroad Company 
2V,} I'ort Jersey Mivd 
Jersey City, NJ 07305 

Michael J. Hanon. Jr. 
C N Railroad 
17641 S. Ashland Avenue 
Homewood, I I . 604.30 
nikjiacl.harron(</!cn.ca 

( . Jonathan Henner 
Troutman Sanders LI P 
401 o"" Street, NW. Suite 1000 
Washington, DC 2()()()4-21 .VI 
jonatiian.henncr(<;/tr(>utmansanders.C(ini 



Vlartin W. Bercovici 
Keller and Heckman i l l ' 
1001 ( i St NW 
Suite 500 West 
Washington, DC 20001 

Jonathan M. Broder 
Consolidated Rail Corporation 
2001 .Market Street 
Philadelphia. PA 1<) 103-7044 

Jim Bruno 
Madison International Sales Company 
101 Merritt 7 
Norwalk. c r 06S.S1 

Thomas A Collard 
Southern Railroad ot New Jersey 
P.O. Box 122 
Willingboro, NJ 0K()46 

Jarnes Daley 
County of Union New Department of 
Ixonomic Development 
l li/abcthtovvn I'la/a 
IJi/abcth, NJ 07207 

Nicholas J. DiMichael 
I hompson Mine LLP 
1020 N. Streei, N.W., Suite SOO 
Washingtim, DC 20036 
Nick.diMichael((/'th()mpsonliinc.com 

Paul M. D(movan 
Laroe Winn Moerman DOHON an 
4135 Parkglen ( ourt NW 
Washington, DC 20007 
pau|.donovan2((<;Veri/on.nct 

Christopher A. Dow 
Slover & 1 ollus 
1224 17'\streel N W 
Washington, i •(" 20036-3003 
kjd(<f sloverandlortus.com 

Kelvin J 1 )owil 
Al l ' Texas North ( ompany 
1224 Seventeenth Street NW 
Wa.shington, DC 20036 3003 
kjdif/\sloverandlortus.ct)m 

Kcinu-lli H 1 )n\er 
Jones Day Reavis & Ptiguc 
51 I onisi.iiia .Avenue NW 
Washington, DC 20001-2113 
khdriver.</ ionesday.com 

I'd ward Duffy 
2600 Centre Square West 
1500 Markel Street 
Philadelphia, PA 1') 102-̂ 2126 
inlipiv/'pidc-pa.org 

Thomas T I'ricks<m. Jr. 
PO Box 235 
Wallingford. PA I')0S6 
tom.erickson'!/ railciMUs.com 



(iordon R. Puller 
Morristown & lirie Railway Inc. 
49 Abbett Avenue 
Morristown. NJ 07960 
morristown.criewvvorlJnct.att.net 

Martin D (ielfand 
14400 Detroit Avenue 
Lakewood, OII 44107 

Mich-iwl P. Harmonis 
Departmeni of Justiv.e 
325 Seventh Street, NW 
Washington, DC 20530 

John D. HclTncr 
John D. Heffner. PLLC 
1920 N Street, N W , Suite SOO 
Washmgton, DC 20036 
ihelTncrifj^verizon^net 

Thomas W. Herlihy 
US Dept. of Transportation 
400 Seventh St. SW 
Washington, I X ' 20590 

lirie M. HcKKy 
Gollatz ( i r i f f in & Lwing P C. 
Four Penn C enter 
1600 John I- Kennedy Blvd Suite 200 
Philadelphia, PA 19103-2808 
emhocky(f/)ggelaw.com 

Richard F. Horvath 
City of Cleveland 
601 l akeside Avenue 
Cleveland, OH 44114 

Room 106 

John Hummer 
North Jersey Tiansportation 
Planning Authority 
One Newark Center 
Newark, NJ 07102 

17'" Floor 

Larry Jenkins 
I.yondell Chemical Company 
1221 McKinney Stieet Suite 14-215 
Houston, TX 77010 

I rit/ R Kahn 
I rit/ R. Kahn PC 
1920 N Street NW x"'Floor 
Washingion. 1)(' 20036-1601 
xiccgcu/worldnet.att.net 

Steven J. Kalish 
Mc( arthy Sweeney & llarkawav P.C. 
2175 K. Street. N.W.. Suilc 600 
Washington. DC 20037 

Michael l l . Klein 
Mars Industries Inc. 
3IOO Lonyo Avenue 
Detnut, MI 48209 



Rosalind A. Knapp 
U.S. Department of Tran.sportalion 
400 Seventh Street, S.W. 
Room 4102 C-30 
Washingion. DC 20590 

Paul I I . Lamboley 
1701 Pennsylvania .\venue. NW 
Suile 300 
Washington, DC 20006 

Timothy C. Lapp 
16231 Wau.sau Avenue 
South Holland, IL 60473 

Jack Lctticre 
State o'"New Jersey 
Department of Transportation 
PO. Box 601 
Trenton, NJ 08625-0601 

Thomas J. Litwiler 
Fletcher & Sippel LLC 
29 North Wacker Drive, Suite 920 
Chicago, IL 60606-2875 
tlilwilcrff/'dctcher-sippel.com 

(iordon P. MacDougall 
1025 Connecticut Ave NW 
Washington, DC 20036 

Suite 410 

C. Michael Loftus 
Slover & Lothis 
1224 Seventeenth Street NW 
Wa.shington, DC 20036-3003 
cmUr/jsloverandlottus.com 

Bruno Maestri 
Norfolk Southem ( orporation 
1500 K Sireet NW Suite 375 
Washington. DC 20005 
hmaestri^/lnscorp.com 

.lohn K. Maser III 
Thomps(m lline A l lory I I P 
1920 N Street NW Ste SOO 
Washington, DC 20036-1601 

Theodore Mail wi. 
State of \ . i Jc'sey DOT 
P n Box 000 
Trenton, NJ 08625 

Michael F. McBride 
I eboeuf I amb (ireene & MacRae 
1875 Connecticut Avenue NW Ste 1200 
Washington, DC 20009-5728 
nii tJiacî ^nic brideff/jllgm.com 

Thomas V . Mcl arland 
208 South LaSalle St. 
Suite 1S90 
Chicago, IL 60604-1112 
mdiirjaiid </'aoJ.com 



Craig S. Miller 
1300 Kast Ninth Street 
Suite 900 
('leveland, OH 44114-1583 

Karl Morell 
Ball .lanik LLP 
1455 I- Street NW Suite 225 
Washington. D(' 20005 
kmorelTudc.billp.com 

JelTrey (). Moreno 
Thompson Hine LLP 
1920 N Street. NW. Suite 800 
Washington, DC 20036 
ieff".moreno</'thonu">sonhine.com 

Kathleen M Mulligan 
Com Products Intcniational Inc. 
Five Westbrook Corporate Cenier 
Westchester, IL 601.54 

William A. Mullins 
Baker & Miller PLLC 
2401 Pennsylvania Ave. 
NW-Suitc 300 
Washington, DC 20037 
wmullins«/bakeraridmillcr.com 

Theodore J. Narozaniek 
One Newark Cenier 
17'" L loor 
Newark, NJ 07102 

Bruce 11. Nelson 
One PP(J Place 
Pittsburgh, PA 15272 

Keith ( i . OTkien 
Rea Cross & Auchinclo.ss 
1707 1. .Street, N.W., .Suite 570 
Washington, DC 20036 
rclawj^'starpoweriiet 

Peter S. Palmer 
One Newark Center 
17"' f loor 
Newark, NJ 07102 

Thomas M. Pastore 
(iuardian Industries ( oip 
2300 Harmon Road 
Auhum llills. Ml 48326 

Kenneth R. Pramik 
840 (ie.s.sncr Suite 1400 
Houston, TX 77025 
kennejhpramikf<{!ceiriexusa.com 

J 1 Reed 
United Transportaiion Union 
I 1363 .San .lose Blvd Bldg #105 
Jacksonville, I I 32223 



David Rei l 
Novolog Bucks County Inc. 
1 Sinter Road 
Fairlcss Hills. PA 19030 
david.rcidit/novologusa.com 

Robert Roach Jr. 
International .Association of Machinists 
and Aerospace Workers 
900 Machinists Place 
Upper Marlboro, MD 20772-2687 

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

Robert I) iiosenberg 
Slover & Loftus 
1224 .Seventeenth Street NW 
Washington, DC 20036-3003 
dmj(6f'sloveranciin("tus.com 

Harold A. Ross 
(ieneral Coun.scl 
Brotherhood of Locomotive lingineers 
1370 Ontario Street. Suile 1548 
("leveland, OI I 44113-174(, 

Constance A. .Sadler 
Sidley Austin Brown & Wood LLP 
1501 K Street NW 
Washingtim, DC 20005 
csadler(</)sidlev.coin 

Donald S. Shanis 
Delaware Valley Regional Planning Comm. 
The Bourse Bldg 
I l l s . Independence Mall Fast 
Philadelphia, PA 19106-2515 

Arthur B. Shenefelt 
Amtrak-Tor-Prolll 
1200 Ncw Rodgers Road 
Bristol, PA 19007 

Kevin M. Sheys 
Kirkpatrick & l.ockhart LI P 
ISOO Massachusetls .\venue NW 
2"' I lo(u 
Wa.shington. I X ' 20036-1800 

Mark H Sidman 
Wjiner Brodskv Sidman & Kider P C 
1300 lO'VstreetNW 
5'" l loor 
Washington, DC 20036-1609 

Richard ( i . Slattery 
.Amtrak 
60 Massachusetts Avenue N l i 
Washington, D( 20002 

Charles A. Spitulnik 
McLeod Watkinson & Miller 
One Massaehu.selts Avenue NW Suite SOO 
Washington. DC 20001-1401 
cspitulnik',<j]niwmla\v.com 



Mary Gabrielle Sprague 
Arnold & Porter 
555 Twelfth Street NW - Sle 940 
Washingum, DC 20004-1206 
Marv Gav Sprague V/ aporler.com 

Edward T. Sprock 
Daimler Chrysler 
800 ( hrysler Drive 
Aubum Hills, Ml 48326 

Adrian L. Sleel, Jr. 
Mayer, Brown, Rowe & .Maw, LLP 
19(J9 K Street, N.W. 
W'ashinglon. DC 20006- UOl 
astce Ua^m ayerbrownrowexom 

.Scott N. Stone 
Patton Boggs 
2550 M Street NW 
Washington, DC 20037 

Vincent P. Szeligo 
Wick Streiff Meyer O'Boyle & Szeligo PC 
1450 Two Chatham Cenicr 
PilLsburgh. PA 15219-.M27 
vs/eligoto!wsmoslaw.com 

Paul C. Thompson 
United Transportation I Jnion 
14600 Detroit Avenue 
Cleveland, OH 44107-4250 

Myles L. Tobin 
Fletcher & Sippel LLC 
29 North Wacker Drive, Suite 920 
Chicago, IL 60606-2875 
mlobinwjnctclier-sippel.com 

Christopher Tully 
Transportation ('ommunications 
International Union 
3 Research I'lace 
Rockville, MD 208.SO 

Kirk K Van Tine 
(ieneral Coun.scl 
U.S. Dept. of Tran.sportation 
400 .Seventh Slreel, S VV. 
Washington, DC 20590 

Rose-Michele Weinryb 
Weiner Brodsky Sidman & Kider PC 
1300 19'" Street NW 5"' l loor 
Wa.shington, DC 20036-1609 

Hugh H. Welsh 
The Porl Authority oTNew York and 
New Jersey 
One Madison Avenue 7"' Moor 
New York, NY 10010 

Western Sugar Cooperative 
7555 liast Hampden Avenue 
Suite 600 
Denver, CO 80231 



William W Whiiehursl Jr. 
W.W. Whitehurst & Associates, Inc. 
12421 Happy Hollow Road 
Cockeysille, MD 21030-1711 

Frederic L. Wood 
Thompson Hine LLP 
1920 N Sireet N.W. - Suite 800 
Washington, D(^ 20036-1600 
rick.woo<v!thompsonhine.c()m 

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

Scolt M. Zimmemian 
Zuckert Scoutt & Rasenberger LLP 
888 Seventeenth Street NW Suite "700 
Washington. DC 20006-3309 
smzimmermanOizsrIaw com 

Walter F. Zullig Jr 
Metro-North (\immutcr Railroad Company 
347 Madi.son Ave 
Ncw York, NY 10017-3706 

Fdward Wyikind 
Executive Director 
Transportaiion Trades Department 
AFL-CIO 
888 16"̂  Street NW Suite 650 
Washingion, DC 20006 

David F. Zoll 
Chemical Manufacturers Association 
Commonwealth Tower 
1300 Wilson Blvd 
A.iington, VA 22209 

Donald W. Alexander 
Savage Industries Inc. 
5250 S Commerce Drive 
Suite 200 
.Salt Lake Citv, U T 84107 

liugcne R. Bailey 
I Hausel Road 
Wilmington, Dii I980I-5S52 

Jason .A. BlinkofI 
452 York Street 
Elizabeth. NJ 07201 

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

Peter A. Gilhertson 
Regional RRS of America 
122 ( S T N W , Ste. 850 
Washingion, DC 20001 



James McCalTrey 
1800 Washington Road 
Consol Plaza 
Pitt.sburgh. I'A 15241-1421 

Shaun M. .McCalTrey 
380! Old ( j -nvvood Road 
Fori Smith. .AR l y y 

Christopher A. Mills 
Slover & Loftus 
1224 Seventeenth Street, N.W 
Washington, DC 20036-3003 
cam/V/lsloverandIo ftus.com 

Michael B. .Scanlan 
PPL Coal Supply LLC 
Two Norlh Ninth Street CJENPL7 

Ailentown. PA 18101 

Thomas A. Schick 
American Chemistry ( ouncil 
1300 Wilson Boulevard 
Arlington, VA 22209 

John Schlosser 
Kinde. Morgan Liquids Temiinals LLC 
One Terminal Road 
( arterel, NJ 07008 

William Sippcl 
I letcher & Sippel 
29 North Wacker Drive, Ste 920 
Chicago, IL 60606-2875 
WMpj>d ({^11 e tdiei-f^ xorn 

Paul Samuel Smith 
U.S. Department of Transportation 
400 Seventh Street 
S.W. Room 4102 C-30 
Wa.shingt<m, DC 20590 

William A. Strawn, 11 
47849 Paper Mil l Road 
Co.shoclon, O i l 43812 

Date: April 26, 2004 /s,'John M. Whitlock 
John M. Whitlock, lisquire 
Altomey No 35961 
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A 
ANACOSTIA & PACIFIC 

COMPANY. INC. 

T H I M O N A O N O C K B U I L O I N C 
S3 W E S T J/kCKSON BOULEVAUD 
CHICAGO, IL 6 0 » 0 4 
TEL: (312) 3*2- l«t« 
FAX. (313) 3»2-l403 

SuiTt 335 
535 FirtH Avt 33HO FLOOH 

NIW YORK. NY 10017 
TEL: (2I2> 6*7-9S00 
FAX: (212) fc»7-9S0l 

ORIGINAL AND 10 COPIES 

April 16. 2004 

_ ENTERED 
•JmCO o f P r o c s e d i n g s 

The Honorable Vemon A. Williams y^pp p 2Q(]4 
Secretary 
Surface Transportation Board 
1025 K Street. NW 
Washington, DĈ  20423-0001 

„ P a r t o f 
P u h l i - ' 

Re: STB Finance Dockcl No. 33388 (Sub-No. 91) 
CSX Coiporation and CSX Transportation, Inc., 
Norfolk Southem Corporaiion and Norfolk Southem Railway Conipany 
- Conlrol and Operating Lcascs/Agrccmcnts 

Conrail Inc. and Consolidated Rail Corporation (General Oversight) 

Dear Secretary Willianis: 

Anacostia & Pacific Corporaiion, on behalf of its affiliated railroads, hereby 
notifies the Surface Transportation Board of its inlent to speak at the public hearing 
scheduled for May 3, 2004, in Washington, D.C. Peter A. Gilbertson will speak on 
behalfof Anacostia & Pacilic. We request a tolal often minutes to speak aboul the 
benefits to these short line railroads of the Conrail fransaction. Aiiacoslia &. Pacific does 
not plan to file a written statement prior to the hearing. 

Respectfully yours. 

anacostun om 
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the port of 
ILMINGTON 

Delaware 3A-' A i-
^0 

April 22. 2004 

VIA FEDERAL EXPRESS 

The Honorable Vernon A. Williams 
Secretary 
Surface Transportation Board 
1925 K Street, NW 
Washington. DC 20423-0001 

Office § f ^ fSe . . v , p . 

O. i . ^ ^ Of 

Re: STB Finance Docket No. 33388 (Sub-No. 91 / 
CSX Corporation and CSX Transportation, Inc., 
Norfolk Soutritjrn 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, I 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. W,io are the major customer groups 
that the Port service. 

• 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-rale 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, 

Eugene R. Bailey' 
Executive Dire-tor 

DIAMOND STATE PORT CORPORATION 
1 Hausel Rood • Wilmington, Delowore 19801-5852 « Phone: (302) 472-PORT (7678) • f-ax: (302) 472-7740 

PORT OF PER'SONAL SERVICE 
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(A 1^ 

BOARD OF COMMISSIONERS 

John G Milliken Chairman 
E Massie Valentine Jr Vice Clai'man 
Mark E Goodwin 
Wilham M G'ace 
Jonathan Johnny Johnson 
Ronalo W Massie 
Peter D Pruden III 
Michael J Quillen 
Ranjit K Sen 
Gustau H Stalling III 
Deborah K Stearns 
Jody M Wagner. Sfafe Treasure, 

COMMONWEALTH of VIRQINIA 
Virginia Port Authority 

600 World Trade Center 
Norfolk, Virginia 23510-1679 

Telephone (757) 683-8000 
Fax (757) 683-8500 

April 22. 2004 

J Robert Bray 
Enecutive Director 

The Honorable Vemon A. Williams 
Sceretary 
Surtace Transportation Board 
I92.S K Streei. NW 
Washington, DC 2()42.̂ -(MM)l 

ENTERED Offloe Of Proceedings 

ftPR 2 % 200̂  

Public Recorri 

RE: STB Finance DtKket No. .̂ .̂ .̂ 88 (Sub-No. 91) 
CSX Coiporation and CSX Transportation. Inc. 
Norfolk Southem CorfHiration and Norlolk Souihem Railway 
Company - Conlrol and Operating Ixase.s/Agreements -
(\mrail Inc. and CAMISOIidated Rail Corporation (General Oversi^!^hl) 

Dear Secretary Williams: 

On behaH ot lhc Virginia Port Authoniy (VPA). I wclc«)me lhis oppi>i1unily lo 
infonn the Surface Transportation lioaid that our port has b<:ncrilcd from the Conrail 
Tiansaction. The VPA supports the planned termination of the (\)nrail CJeneral 
Oversight Proceeding. 

The Port of Virginia is the third largest port on the U.S. East Coast. In the year 
200."̂ . the lour marine terminals operating within our port handled 1.646.279 TEUS. Our 
port primarily services the Mid-Atlantic markel, bul we also handle about 22'7r 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-dtK'k and near-dock rail facililies at all o four 
marine terminals. Through the rail services offered by the Norfolk Soulhem and CSX, 
our port is able to serve rail markets in cities such as Columbus. Cleveland. Chicago, 
Dclroil. Lt)uisville, St. Louis, and Kansas Cily. For this reason, I feel well qualified to 
speak out in supptirt of the planned terminaiion of the Conrail General Oversight 
PrtKeeding. 



April 22. 2(X>4 
Page 2 

Since the Conrail breakup in 1999. our rail volume has increased from 121.297 
ctintainers to 17.S.I45 containers, an increase of 44'7f. In addition, we have seen mtMe 
competition develt)p in our ptm with CSX nt>w serving nine Midwest ongins/destinalions 
conpared to jusl one in 1999. The Norfoik Stiuthcm has retained its dominant role in our 
port serving 22 t)ngin/destinatit)ns and continuing to handle the majority of rail voiumc 
thrt)ugh our pt)rt. This added ci>mpetition as well as the ct)mpelition that has been created 
by the two railit)ads competing in the New York markel. has resulted in better service and 
lower prices to those shippers moving their cargo t)n rail through our ports. 

The Port of Virginia has always had excellent relatitmships with Norltilk Sttuthern 
and CSX. The operating .scope and efficient services provided by Ntirfolk Southern and 
CSX have been a major ct)ntributor to our port's growth and success. We feel the 
Conrail acquisititin has been beneficial to ptirts, ihe shipper community, and ultimately 
the U.S. ctmsumer. It is the view of the VPA that there is nti need lo extend the oversight 
of the tran.saclion. The transactitm has been fully implemented. Should any future 
problems develtip, thti.se can bc broughl to the attention of your Btiard. 

Yours truly. 

J. Rtiliert Bray 
Executive Dneclor 
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flNRCDSTIP, RAIL HOLDING Fax:3124310828 flpr 16 2004 14:26 P. 02 

ANACOSTIA & PACIFIC 
COMPANY. INC. 

T M I MOPtADMOCK BulLOIMO 
SS WIST jACKtON 0OULKVARO • SUITI SSS 
CNICAOO. IL ftM04 
TCL: (sia) S ia - IMI 
PAX (sia) )*>-i4ea 

SSS PifTH Avt. SSno FLOOR 
NSW YOK. NY 10*17 
T E L (aia)MT-9S00 
FAX: (SIS) itT-«SOl 

Apnl 16,2004 

ORIGINAL AND 10 COPIES 

The Honorable Vemon A. Williams 
Secretary 
Surface Transportation Board 
1925 K Street, NW 
Washington. DC 20423-0001 

Rc: STB Finance Docket No 33388 (Sub-No 91) 
CSX Corporation and CSX Transportation. Inc., 
Norfolk Southem Corporation and Norfolk Southem Railway Coinpany 
- Control and Operating Leases/Agreements -
Conrail Inc. and Consolidated Rail Corporation (General Oversight̂  

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 pubhc heanng 
scheduled for May 3. 7.004, in Washington. D C. Peter A. Gilbertson will speak on 
behalf of Anacostia Sc Pacific. We rcquest a lotal of ten minutes to speak about the 
benefits to these short line railroads of lhe Conrail Transaction. Anacostia & Pacific does 
not plan to file a written statement prior lo the hearing. 

ENTERED 
Office of Proceedings 

APR 9 n 2004 

Part of 
Public Record 

Respectfiilly yours. 

wtnt .anaertnia torn 



PNflCOSTIfl Rfl^L HOLDING Fax:3124310828 flpr 16 2004 14:26 p. 01 

ANACOSTiA RAJL HGLDIN^S 

ACCOUNTING AND HUMAN BESCURCS DEPAPTME^TTZ 

Phone: 1-3" 2-34:-"i 026 

Fax: 1-3l2-t31-C82S 

Care.- f j i ^ / o Y 

r'sm: jAck SP>tSt 

Viesssce: 

I fanrai/tf n/orTuiToi f*af J eonfieutncl anti "toy b« jrmltf^d one tstmoi jrnm aue;onir» 
• a/itf^r' isopiiecbU lavs. If-Jv •taatr ix <iot 'Jm int*r<atd teioient sr ?>i« tmeleyt or s^nt 
r's^onnait for d«//v«n/iy ttax messefi :o M»HOM«1 -tciaupt. :ha rtea*r a Her»iry lenfiid 
I incs any liisstmuiation. tdsntunon or riovmf oi i/iu r;mmwnc^on -j :inc:iy ^rinieiun. if 
you -.£yti 

• serrrTv nl cjg'gJ oi :i<u iriBssiiif. 
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jtRJjbulkpak 

A p r i l 19, 2004 

ORIGINAL AND 10 COPIES 

The Honorable Vernon A. WilLiams 
.Secretary 
Surface Transportation Board 
192 5 K Street, NW 
Washington, DC 20423-0001 

APR <> 

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 
hea-iaq scheduled for May 3, 2004, i n Washington, Avi 
Ron/Jason B l i n k o f f w i l l speak on behalf of A & R Buik-Pak, 
Inc. A & R Bulk-Pak, Inc. requests a t o t a l of 5-10 minutes 
to speak about the b e n e f i t s created by the Conrail 
Transaction w i t h respect to the Shared Assets Areas in 
KH ::.ibeth, NJ. A & R Bulk-Pak, Inc. does not plan to f i l e 
a w r i t t e n statement before the hearing. 

Yours t r u l y . 

Avi Ron 
Pres ident 
A & R Bulk-Pak, Inc. 

Jason A. B l i n k o f f 
Director, Sales & Marketing 
A & R Bulk-Pak, Inc. 

452 york street • e l i /abeth, nj 07201 • tel. 908.558 7440 • fax. 908.558.7399 • ar.bulkpak®verizon.net 



STB FD-33388 (SUB 91) 04/20/04 D 210647 



Donald W. Alexander 

Operations 
Savage Ser.jices Corporation 

Chertiicai Re'̂ nery & Inausmai Strvices 
,566 Medical Dnve Suite 102 

Pottstcw.-n PA 19464 

l6-0\ 170-9144 
Fax (61C) 970-8910 

April 16. 2004 

The Honorable Vernon A. William.s 
Secrelary 
Surface Transportation Buard 
1925 K Street.NW 
Washington. DC 20423-0001 

Re: STB Finance Dockei No. 33388 (Sub-No. 91) 
Conruil Oversight Hearing 

Dear Secrelary Williams: 

Savage Services Corporaiion ("Savage') plans lo attend and requests the opportuniiy to 
participate al the publie hearing .scheduled for May 3, 2004. in Washingion. DC. 

Donald W. Alexander. Senior Vice Presideni Operalions of Savage's Chemieai, Refinery 
& Indu.slrial Services Unit will attend the hearing representing Savage and requests a few 
minutes lo address the speaker with regards lo the benefits of the Conrail 1 ransaction. 

Savage does not plan lo file a writlen slalemenl before the hearing 

Smcereiy. A -0 

Donald W. Alexander 
t^nic 

Creative Solutions for Materials Management anri Transportation Systems and Facilities 
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[fif^ CONSOL €N€RGY. 

10 
CONSOL Enerqy Inc. 

Consol Plaza 

1 800 Washington Road 

Pittsburgh, P.A 15241-1421 

www consolenergy com 

April 15. 2004 

The Honorable Vernon A. Williams 
Secretary 
Surface Transportation Board 
1925 K Street, NW 
Washington, C 20423-0001 

Re: STB Finance Docket No 33388 (Sub-No. 91) 
CSX Corporation and CSX Transportation, inc., 
Norfoik Soutfiern Corporation and Norfolk Soutfiern Raiiway 
Company - Control and Operating Leases/Agreements -
Conrail Inc. and Consolidated Rail Corporation (General Oversiqfit) 

Dear Secretary Williams; 

Tfiis is CONSOL Energy's notice to tfie Surface Transportaiion Board tfiat 
CONSOL Energy intends to appear and speak at tfie public fiearing scfieduled 
for May 3. 2004, in Washington. D C. Cfiristoptier T. Marsfi. General Manager -
Transportation, wili speak on befialf 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 tfie fiearing. 

n\\y.^ 

affrey 
ident - Transportation ° Marketing Services 

ENTERED 
Otfice ot Proceedings 

Psrtr>f 
Public Recorc 
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BEFORF THE 
SURFACF TRANSPORTATION BOARD 

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

&l^3_ 
CSX CORPORATION AND CSX TRANSPORTATION. INC. 

NORFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

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

[GENERAL OVERSIGHT] ENTERED 
o m c e o f Proceedinqs 

APP 1 4 2mk 
NOTICE OF INTENT OF THE PORT AUI ilORlT^' p„ f^«crt 

OF NEW YORK AND NEW JERSEY TO PARTICIPATE 
IN PUBLIC IIEARING 

As noted in the Port Authority's Noliee of Mareh 17. 2004. l he Port Authority .seeks to 

participate in the hearing to be held May 3. 2004. in Washmgton, DC. l he Port Authority's 

comments will bc presented by R. Adm. Richard Vl. Larrabee, U.S.C.G. Ret., Direclor 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 2000/ 
(202)298-8100 


