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Statement of Bob Bailey President New Jersey Short Line Railroad Association

Conrail oversight hearing April 2 2004 Trenton N.J.

Having worked with and observing the Conrail operation for the
past 5 years it is my opinion that the continuing dedication of the
Conrail employees vader the leadership of Ron Batory has made
Conrail an extremely weli operating ra.lroad in both north jersey
and south jersey. | here very few complaints of a continuing nature.
Normal glitches li'%e we all have. Through Conrail both shippers
and Short lines enjoy dual competitive access with no paper
barriers that I’'m aware of. This is what we asked for.

The concerns I have are how N.S. and C'SX handle marketing of
the shared area working with the short line community , and the
promise to take trucks off the highways. Combining the two
thoughts [ believe this is where they have stumbled in their
commitment . Both companies have enjoyed success working with
Short lines that have brought projects to them. I have not heard of
any the other way that doesn’t mean there have been none By
working with the short line or by using their own property to
develop rail business that gets as close to destination as possible
before changing modes,is what should occur . Example there is a
company in Kearny N.J. that receives approximately twelve truck
loads of material a week from the two class ones CSX brings the
cars to their terminal in Elizabeth N.J. transloads then trucks the
business the short distance to Kearny ,this is a good practice. N.S.
stops the cars in Pennsylvania and transloads then trucks across the
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antire state to the customer, not beneficial to the highv-ay system.
MY point being if one road can do this why not both This was their
stated objective prior to start up .In fairness of statement CSX does
some transloading out of the south Philadelphia area into south
jersey.

As far as oversight goes I don’t really understand what it does
other than allow us to air our concerns which is a good thing.

But going back to the value of the operating railroad called Conrail
.1 would like to restate that the short lines and shippers have
received the added value of the good service. Having said this |
must say there is still a perceived belief among some shippers and
possibly some railroads that it cost more to do business in shared . |
don’t believe this to be true and would like to see it addressed.

As for taking trucks off the high ways I would also like to see this
addressed . Keeping in mind sometimes we the short lines can be
part of the solution in this arca.

BOB BAILEY
Vice Presidut & CO 0O

PORT JERSEY RAILROAD CO.
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CSX-NS - CONTROL & OPERATING LEASES/AGREEMENTS - CONRAIL

APRIL 2, 2004

(he Commonwealth of Pennsylvania (Commonwealth), City of Philadelphia (the City)
ind Philadelphia Industrial Development Corporation (PIDC) thank you for this
portunity to comment on our experience mn the five years since the Surface
[ransportation Board (STB) approved, subject 1o various conditions, the acquisition of
Control of Conrail by CSX and Norfolk Scuthem (NS) Corporations
At the time that the Conrail acquisition first surtaced, the City, PIDC, and the
Commonwealth were concerned about its impact on Regional economic development,
job s, ratlroad capital investment and corporate citizenship, fearing severe employment
losses and economic dislocation in Philadelphia and across the Commonwealth. In order
to allay these concerns, on October 21, 1997, CSX and NS each sent letters to the
Governor of Pennsylvania and the Mayor of Philadelphia setting forth commitments to
address each of these issues, over a five year period after STB approval

I'he Commonwealth and the City submitted these two letter agreements for the STB
record on February 23, 1998, with the understanding that the STB might consider them as
constituting representations that the Applicants will comply with their respecti - terms
Our understanding was confirmed when the STB released its decision on July 23, 1998,
stating that “applicants must adhere to all the representations they made during the course

of this proceeding, whether or not such representations are specifically referenced in this

decision.”

I'he Comrnonwealth, the City and the railroads agreed that the Governor’s Action Team

would act as a clearinghouse to monitor the railroads’ mecting their commitments




[hese letters, and a chart outlining both raiiroads’ commitments, are attached, and their

highlights 2re summarized as

Investment in Kvaerner Shipyard, completed by both corporations
[nvestment 1n rail-served economic development programs for land
acquisition, facility construction and rail infrastructure installation, CSX
committing $1 M/year, 5 years, and NS $3 M/year, 5 years, total $20 M.
Private contracts to encourage shippers to use rail, CSX committing $2
M/year, 5 years, and NS $5 M/year, 5 years, total $35 M

Conrail to remain headq::artered in Philadelphia, employing 350; CSX to
empioy 185 in Philadelphia; NS to employ 75 in a Philadelphia Mid-Atlantic
Regional Headquarters, and to create 150 new rail-related jobs

Capital investment, various facilities constructed in Philadelphia
Corporate citizenship, active participation in civic and charitable affairs

Our experience in achieving compliance with these commitments has been mixed. On
the positive side, the Kvaerner investments have been made, CSX has completed its
proposed Philadelphia capital investments, and Delaware River Port Authority has begun

one of four development projects proposed here by NS. The Governor’s Action Team
has confirmed that CSX has committed $550,000 in private shipper contracts to

encourage rail, and NS has claimed, but the Governor’s Action Team has been unable to
confirm, that it has committed $15.7 M in private shipper contracts

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

Recently, CSX negotiated a land sale to our Port discoun' :d by the remainder of then
economic development commitment, after cur Port clar ed zoming jurisdiction over a
railvard that CSX proposed to sell for commercial development  While we see this as a
positive development, we remain concerned by the pace of the transaction’s progress

knowing that follow-through must occur beyond the STB’s original oversight penod

Almost the entire $15 M of the NS commitment to invest n rail-served economic
development programs remains unaccounted for, as well as $21.4 M NS commitment for
the three Philadelphia development projects that they have not begun. These projects are
a Triple Crown facility, an auto terminal, and a track connection at Z»o0 interlocking

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




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

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

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

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

Monitoring achievement of employment commitments for Conrail, CSX and NS n the

City of Philadelphia would be another important metric, as would completion of capital

imvestments in proposed Philadelphia projects

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




[f it 1s possible, we also ask that the Board address several railroad health and safety

issues that currently affect the City. Among them are

Repair of the 25™ Street Viaduct, from which chunks of concrete are falling onto

vehicles and pedestrians |, causing accidents and injuries

Deferred maintenance of rights-of-way and other property, accumulation of trash
and debris.

'rain damage to overhead street bridges and other structures around the City that
are not reported or repaired; and

Blocking City streets at grade crossings with trains parked for long periods of
time, in violation of state and local laws.

Finally, we must caution the Board to avoid accepting projects proposed as fulfilling the
representati~ns of October 1997 if they are not specificaliy noted in the aforementioned
October 21, 1997 correspondence, such as, for example, a Triple Crown facility
constructed in Rutherford or a regional headquarters established in Harrisburg being

, roffered as fulfilling a commitment to the Mayor of the City of Philadelphia

For our part, we look forward to continuing the relationships that we have developed
since 1997 with Conrail, CSX, and NS to promote mutually beneficial economic
development in the City and Region







