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202.942.5858
202.942.5999 Fax

555 Twelfth Street, NW
Washington, DC 20004-1206

June 1. 2001
BY HAND

The Honorable Vernon A. Williams. Secretary
Surface Transportation Board

Office of the Secretary

1925 K Street, NW

Washington, DC 20423-0001

Re:  STB Finance Docket No. 33388 (Sub-No. 91)
CSX Corporation and CSX Transportatiom;inc.,
Norfolk Southern Corporation and Norfolk Southern Railway Company
Control and Operating [.eases/Agreements —
Conrail Inc. and Consolidated Rail Corporation (General Oversight)

Dear Secretary Williams:

Enclosed are an original and twenty five (25) copies of CSX-4, the “Second
Submission by Applicants CSX Corporation and CSX Transportation, Inc..” for filing
in the above-referenced docket.

Please note that a 3.5-inch diskette containing a WordPerfect 5.1 formatted copy
of this filing is also enclosed.

Kindly date-stamp the enclosed additional copy of this letter and the -.cond
Submission™ at the time of filing and return them to our messenger.

Thank you for your assistance in this matter. Please contact the undersigned at
(202) 942-5858 if you have any questions.

ENTERED
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e Secretarny Jennis G. Lyons

N 01 2001 Counsel for CSX Corporation and
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BEFORE THE
SURFACE TRANSPORTATION BOARD

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

CSX CORPORATION AND CSX TRANSPORTATION, INC., NORFOLK
SOUTHERN CORPORATION AND NORFOLK SOUTHERN RAILWAY
COMPANY — CONTROL AND OPERATING LEASES/AGREEMENTS —
CONRAIL iNC. AND CONSOLIDATED RAIL CORPORATION
(GENERAL OVERSIGHT)

SECOND SUBMISSION BY APPLICANTS
CSX CORPGRATION AND
CSX TRANSPORTATION, INC.

CSX Corporation (“CSXC”) and CSX Transportation, Inc. (“CSXT”)’

respectfully submit this report pursuant to the Board’s Decision No. 5 served
February 2, 2001, in the above-captioned matter,

This is CSX’s second annual submission in this General Oversight
proceeding. As CSX stated in last year’s submission, these annual filings are not,
however, in any sense the only submissions in conformance and ccoperation with

the Board’s overs.ght regarding the Conrail transaction (the “Transaction”). As the

' Occasionally collectively, “CSX.” We will generally refer to Norfolk

Southern Corporation as “NSC,” its subsidiary Norfolk Southern Railway
Company as “NSR,” and occasionally the two of them collectively as “NS.”




Board is well aware, this has been the most intensively and thoroughly monitored
rail combination’ in history.

In addition to the weekly and monthly progress reports, before and after
implementation, that the Board has required CSXT to submit under Decision
No. 89 in Finance Docket No. 33388 (served July 23,1993)," CSXT operating
management has continued to keep the Board thoroughly informed in conferences,
and through onsite inspections. This General Oversight proceeding is but one
additional step the Board is taking in its overall monitoring of the progress of the

~ » 4
I'ransaction.

We use the word “combination™ throughout this submission to apply to ali
railroad combinations within 49 U.S.C. § 11323. Any reference to “merger”

shoula be similarly construed.

* Bw pages 162-65. We refer to this Decision throughout as “Decision No. 89”

or sometimes as the “Decision.”
' The divided allocation of Conrail’s assets for operation by CSXT and NSR
was effected through Consolidated Rail Corporation’s (“CRC’s” or “Conrail’s”)
conveyance of all of its assets (other than the shared assets and certain of the
retained assets) to one of two limited liabiity companies (“LLCs”) wholly owned
by Conrail. The two LLCs were New York Central Lines LLC and Pennsylvania
Lines LLC (*NYC” and “PRR” respectively). In turn, the assets conveyed to NYC
are being operated by CSXT, and the assets conveyed to PRR are being operated
by NSR, under long-term Operating Agreements executed on the Split Date. To
simplify the descriptions in this submission, we will refer to Conrail’s assets as
being “allocated” to CSXT or NSR, to refer to the process just described. The
simplified descriptions do not purport to change the actual 1egal status of the

assets in question and the rights to them.
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1. INTRODUCTION

CSX’s submission of last year (CSX-1) reviewed the background and
implementation of the Conraii Transaction, which was effected on the “Split Date”
of June 1, 1999. It also discussed the implementation difficulties that were
experienced during the period following the first several relatively stable months
after Split Date. Following the receipt of comments from the public, submitted
through July 14, 2000, and CSX’s and NS’s replies thereto, submitted on August 3,
2000, the Board analyzed the record and, in Decision No. 5, served February 2,
2001, concluded that “CSX and NS have substantially resolved their transitional
operational and service problems and that the carriers are in the process of
successfully integrating from an operational perspective their respective portions
of Conrail.” Decision No. 5 at 10-11.

In another important development during the year, the United States Court
of Appeals for the Second Circuit rejected all court appeals of the Board’s action
authorizing the Conrail Transaction, in a decision rendered April 25, 2001. This
included rejecting all contentions that sought additional conditions on the
Transaction.

CSX has made significant progress in implementing the Conrail Transaction
and managing CSX’s expanded system in three main aspects, Operations,
Marketing and Financial Results.

Operations. -— The CSXT network is operating today at or near the highest
levels of performance it has ever achieved. In the year since its first annual

oversight report, CSXT has made even further improvements to its operations and




these steps are manifesting themselves in superior performance measurements.
System terminal dwell, at slightly above 24 hours, is the lowest reported number
since at least 1996, while line of road velocity (at more than 21 miles per hour) is
at its highest. Yard and terminal fluidity is excellent. Slow order mileage and train
delay due either to crew or locomotive unavailability are at historic lows, and are
well below plan.

Safety is paramount on CSXT and the report is good. FRA reportable
personal injuries are currently occurring at a rate of about 15 per week. It is an
improvement from the 17.9 per week experience encountered in 2000. Similarly,
FRA reportablz train accidents have improved to about 5.5 per week, significant
progress from the 8 per week that CSXT reported in 2000. CSXT is endeavoring
to improve its safety record and it is confident that its new social compact with
Labor will continue to provide the foundation for achieving this goal.

Marketing. — CSX’s strategic investment in Co.rail was based upon a
dedication to growing traffic. CSX did not acquire ts portion of Conrail’s routes
intending merely to acquire Conrail’s traffic base, but rather with the intent of
melding those new routes into its existing network, expanding the service
opportunities available to all customers and growing CSX’s rail business. Despite
an overall slowdown in the nation’s economy, CSX can report significant success
in achieving those goals.

Expanded single-system service has enabled coal producers in the
Monongahela coal field to market their products to new customers in the Southern

and Southeasiern states. The elimination of two carrier routing has enabled MGA
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