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Pursuant to Decision No. 1 in Finance Docket No. 33388 (Sub-No. 91) (“Decision
No. 17), Norfolk Southern Corporation and Norfolk Southern Railway Company
(collectively, “NS7) hereby submit their first comprehensive report on implementation of
the Conrail control transaction (the “Transaction™) authorized by the Board in Decision
No. 89 in Finance Docket No. 33388 (served July 23, 1998) (*Decision No. 89™).
INTRODUCTION
In Decision No. 89, the Board approved, with conditions, acquisition ot control of

Conrail Inc. and Consolidated Rail Corporation (collectively, “Conrail °) by (a) NS and

division of the operation of a portion of the assets of Conrail by and between NS and

CSX. In approving the Transaction, the Board, among other things, retained general




oversight of the Transaction for five years to permit it to assess the progress of the
Transaction’s implementation and the effects of the various conditions the Board
imposed. NS and CSX consummated the division and began the separate operation of
those assets on June 1, 1999 (sometimes referred to here as “Day One™ or “Split Date™).
When it established the general oversight condition in Decision No. 89, the Board
set out a number of broad themes that it noted would be encompassed within its general
oversight of the Transaction, such as assessing the Transaction-relatea impacts within the
Chicago switching district, ensuring adherence to various representations made by the
Applicants, and monitoring of Board-imposed environmental conditions. See Decision
No. 89, slip op. at 160-161. In Decision No. 1 in this subdocket, the Board instit. " this
proceeding to implement the 5-year general oversight condition imposed in Decision No.
89. and directed NS and CSX to file by June 1. 2000 “progress reports respecting their
implementation of the Conrail transaction,” containing “in-depth analyses of
implementation of the transaction and of the workings of the various conditions™

established by the Board. Decision No. 1, slip op. at 3.

I'his report is divided into two main parts. The first part discusses a number of
broad issues pertaining to implementation of the Conrail Transaction. The second part
will consist of a point-by-point discussion of various specific conditions imposed on NS

(or both Applicants) or directly affecting NS.!

' Conditions that pertain solely to CSX and do not directly affect NS are not addressed

in this report. Certain conditions that impose obligations solely on CSX but directly
affect NS — for example, a condition requiring transfer of trackage rights by CSX to NS -
are discussed.




IMPLEMENTATION OVERVIEW

1. Reintroduction Of Competitive Two-Carrier Service

The Conrail Transaction was unique among railroad transactions. The
Transaction divided the operation of the assets of a major railroad into three parts,
changed the railroad map of the eastern United States and reintroduced rail-to-rail
competition into major markets in the Northeast for the first time in decades.

Because of the complexity of the Transaction, both NS and CSX initially
experienced implementation difficulties  The NS metrics did not bzgin to turn around
until October 1999. Accordingly. even though we are at the one-year anniversary of the
start-up of the Transaction, we are in reality only a few months into the Transaction as
proposed by the Applicants. At this point in time, it is too early to assess the full effects
of reintroducing two-carrier competition to major markets in the Northeast. Nonetheless,
we believe that accomplishments thus far give an indication of the benefits of the
Transaction and what the future holds for eastern railroading.

Operations in the Shared Assets Areas ("SAAs™) so far have been difficult, but
manageable. Intermodal traftic between Chicago and New York/New Jersey and coal
traffic oniginating in the Monongahela are two of the major competitive success stories.
Customers have benefited as NS and CSX have vigorously competed with one another
for business which previously had been able to be handled solely by Conrail. NS
customers will see even more benefits as our Rutherford intermodal facility (near
Harrisburg, PA) comes on line in June 2000. Rutherford will allow more efficient
handling of east-west intermodal traffic and can eliminatec a number of cross-town drays
in Chicago. Rutherford has the capacity and is situated to handle north-south traffic as

well as east-west flows. When our intermodal facility in Austell (near Atlanta, GA) is







