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August 6, 2001
BY HAND

Vernon A. Williams
Secretary

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

Re: CSX Corp.
al.. Finance Docke

Dear Secretary Williams:
Enclosed for filing in the above-referenced proceeding are the original and 25 copies of
NS-6. the “Reply of Norfolk Southern Corporation and Norfolk Southern Railway Company.”

Also enclosed is a 3.5-inch computer disk containing the text of NS-6 in WordPerfect 5.0 format.

Kindly date-stamp the enclosed additional 5 copies of NS-6 and return them to our

messenger.
~Singerely,
SR
Richard A. Allen
Enclosures

cc: All parties of record
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BEFORE THE
SURFACE TRANSPORTATION BOARD

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

CSX CORPORATION AND CSX TRANSPORTATION, INC.
NORFOLK SOUTHERN CORPORATION AND
NORFOLK SOUTHERN RAILWAY COMPANY
-- CONTROL AND OPERATING LEASES/AGREEMENTS --
CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION

(GENERAL OVERSIGHT)

REPLY OF NORFOLK SOUTHERN CORPORATION
AND NORFOLK SOUTHERN RAILWAY COMPANY

Pursuant to Decision No. 5 in Finance Docker No. 33388 (Sub-No. 91) (served February
2,2001) (“Decision No. 57), Norfolk Southern Corporation and Norfolk Southern Railway
Company (collectively, “NS”) hereby reply to the comments submitted by various parties in the
second annual round of the Conrail general oversight proceeding.

NS and CSX filed their second oversight reports on June 1, 2001. Only seven parties
have filed comments responding to those reports: The U.S. Department of Transportation
“DOT™); the State of Maryland; Indianapolis Power & Light Company (“IP&L”); the National

Railroad Passenger Corporation (“Amtrak™); the New York City Economic Development

Corporation (“NYCEDC™); Resources Warehousing & Consolidation Services, Inc. (“RWCSI”);

and the City of Cleveland.




United States Department of Transportation

DOT states that it intends to file a more substantive review on August 6, 2001, after
reviewing the submissions of others. With respect to safety, DOT reports that the Federal
Railroad Administration’s fourth and fir~l report on the implementation of the Safety Integration
Plans “will confirm that the operations of the Applicants have stabilized from a safety
perspective, and that they have successfully completed the safe integration of Conrail.” DOT-3
at 3.

The State of Maryland

The State of Marvland asserts that NS and CSX have not fulfilied all of the undertakings
set forth in letter agreements with each carrier dated September 24, 1997. Maryland does not
specify in which respects it believes NS and CSX have not fulfilled the agreements, but asks the
Board to require them “to explain the progress they are making on the initiatives to which they
agreed in the September 24, 1997 Letter Agreements with the State.”

NS believes it is generally in compliance with its agreement with Maryland. That

agreement covers four areas. First, it recites that NS* Operating Plan would include various

infrastructure investments and service improvements that will benefit the State of Maryland, to
be implemented “as soon as practicable within the three-year planning horizon of the Operating
Plan.” Second, it provides that NS will work with Maryland and the Port of Baltimore to keep
the Port competitive. Third, it provides that “NS will work to increase its business in Maryland
as the best assurance of providing rail employment in the State of Maryland.” Fourth, it provides

that NS “will work with Maryland commuter agencies to accommodate current services and




honor all operating agreements, including those with MTA, that NS will inherit after STB
approval.”

NS has worked with Maryland and the Port of Baltimore to keep the Port competitive.
When the Port was a leading candidate to become the hub port for Maersk/Sealand, NS agreed to
specific marketing and operating conditions designed to make the Port attractive. At the State’s
request, NS even agreed to grant CSX access to a key NS service area in order to improve the
Port’s chances. While the Port was ultimately not successful, NS worked hard to help the State
in its efforts.

The agreement specifically piovides that NS would “enter into discussions with the
Canton Railroad Company (CTN) and other Maryland short line railroads concerning proposals
that would enhance operations, improve customer service, be beneficial to the railroads involved,
and not be inconsistent with NS’ labor agreements or employee relations.” Soon after Split Date,
NS joined with Canton Railroad and several others to reconfigure track and operations in the
Canton area of Baltimore. That effort has resulted in substantial benefits to all involved, some
far in excess of that originally contemplated.

NS has also worked hard to increase its business in Maryland. For example, NS grew its
intermodal business in Maryland by over 14 percent on an annual basis between Split Date and
June 2001, partly as a result of introducing a new Baltimore-Detroit intermodal service and a
new Baltimore-West Coast run-through intermodal service with Burlington Northern Santa Fe
Railroad. This increase and new services represent a significant achievement.

NS has also worked with the State with regard to economic developments and preserving

rail infrastructure. Since Split Date, NS marketing, industrial development and strategic

planning personnel have met regularly with State and Port of Baltimore officials to discuss issues




related to expanded business opportunities in Maryland. When a dilapidated but critical branch
line on the Eastern Shore was threatened with abandonment, NS worked with the State and area
businesses to save the line from abandonment.

Certain infrastructure investments and service improvements discussed in the Operating
Plan that would benefit Maryland have not yet been implemented, namely: 1) improving
clearances on Amtrak’s Northeast Corridor (“NEC™) route to enable NS to provide 202" double
stack intermodal service between Baltimore and Harrisburg, PA: 2) rail infrastructure
improvements in the city of Baltimore (an expanded intermodal facility: :. new RoadRailer
facility; and a new automotive distribution faciiity); and 3) new services to and from those
facilities.

NS has discussed these projects on numerous occasions with Maryland officials and has
explained the problems associated with them. The two principal issues related to accomplishing
these projects aire the much higher than anticipated cost of clearing the NEC double-stack route
and the development of markets that would justify the required investment. Clearing the NEU
route for double-stack cars has proven substantially more difficult and expensive than projected
at the time of the Conrail proceeding. The project is conservatively estimated at ten times the
$8.5 cost million then contemplated in the Conrail control application.

The Operating Plan contemplated the stanaard 202" double stack clearances, but Amtrak
has informed NS that it will require 21'6" clear >aces, largely because of the proximity of
overhead electric wires needed to power passenger trains. Nearly 30 clearance projects would be
required between Baltimore and Perryville, MD alone under the 21'6" standard. Further,

clearance projects often can be most economically accomplished by lowe:ing the track under a

clearance obstacle. This is much more problematic in high-speed passenger territory, such as the







