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By Hand

Honorable Vernon A. Williams
Secretary, Surface Transportation Board
1025 K Street, NW.

Washington, D.C. 20423

Re 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, F.D. No. 33388 (Sub-No. 94)

Dear Mr. Secretary

We write to inform the Board that last Friday, April 23, 2004, our clients CSX
Transportation, Inc. (“CSXT") and Norfolk Southern Railway Company (“NSR™) each filed with
the Securities and Exchange Commission (“SEC”) Registration Statements on Form S-4 that
relate to the transaction approved by the Board in a Decision served on November 7, 2003 in the
above-referenced Finance Docket. Specifically, the SEC filings describe an offer to exchange
new unsecured debt securities of CSXT and NSR and cash for unsecured debt securities of
Conrail, which initiates the final stage in implementing the restructuring of Conrail’s unsecured
indebtedness as described in the parties’ “Petition for Supplemental Order”, filed with the Board
on June 4, 2003.

In connection with the offer to exchange, Conrail is soliciting consents from
holders of its unsecured debt securities in order to permit the restructuring. As described in the
Registration Statements, Conrail also intends to solicit the consents of certain holders of its
equipment trust certificates and pass through trust certificates. The solicitation of these
certificate holders is expecied to occur concurrently with the proposed exchange offer and
consent solicitation

The Registration Statements may be reviewed by the SEC and will not be
declared effective until any such review has been satisfactorily completed. If and when the
Registration Statements become effective, the completion of the exchange offer and consent
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solicitation are subject to a number of conditions, including Conrail’s successful solicitation of
consents from the holders of certain of its secured debt obligations
Please direct any questions about this matter to the undersigned
Sincerely,

G. Paul Moates
Paul A. Hemmersbaugh

David M. Konschnik, Director, Office of Proceedings

James A Squires,
Senior General Counsel, Norfolk Southern Corporation

Peter J. Shudtz,
Vice President-Regulatory Affairs & Washington Counsel, CSX Corporation
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Peter J. Shudtz

CSX Corporation

Suite 560

1331 Pennsylvania Ave., N.W.
Washington, D.C. 20004
(202) 783-8124

Counsel for CSX Corporation

Ellen M. Fitzsimmons
Paul R. Hitchcock

CSX Transportation, Inc.
500 Water Street
Jacksonville, Florida 32202
(904) 359-3100

Counsel for CSX Transportation, Inc.

Mary Gabrielle Sprague
Arnold & Porter

555 12th Street, N.W.
Washington, D.C. 20004
(202) 942-5000

Counsel for CSX Corporation
and CSX Transportation, Inc.

Dated: September 17, 2003

Henry D. Light

James A. Squires

George A. Aspatore

Norfolk Southern Corporation
Three Commercial Place
Norfolk. Virginia 23510-9241
(757) 629-2600

Counsel for Norfolk Southern Corporation
and Norfolk Southern Railway Company

Jonathan M. Broder
Consolidated Rail Corporation
Two Commerce Square

2001 Market Street

Philadelphia, Pennsylvania 19103
(215) 209-5020

Counsel for Conrail Inc. and
Consolidated Rail Corporation

G. Paul Moates

Paul A. Hemmersbaugh

Donald H. Smith

Sidley Austin Brown & Wood LLP
1501 K Street, N.W.

Washington, D.C. 20005

(202) 736-8000

Of Counsel
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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

PETITIONERS’ REPLY TO COMMENTS AND RESPONSE
TO MOTION FOR MODIFICATION OF PROCEDURAL SCHEDULE

Petitioners CSX Corporation (“CSXC™), CSX Transportation. Inc. (“CSXT"),
Norfolk Sou_hern Corporation (“*NSC"), Norfolk Southern Railway Company (“NSR™), Conrail
Inc. ("*CRR™), and Consolidated Rail Corporation (“C RC™)! (collectively, “Petitioners™),’

respectfully submit their Reply to comments and their opposition to the Motion of the New York

L CSXC. CSXT and other wholly owned affiliates of CSXC are collectively referred to herein as
“CSX.” NSC. NSR and other wholly owned affiliates of NSC are collectively referred to herein
as “NS.” CRR. CRC and other wholly owned aifiliates of CRR are collectively referred to
herein as “Conrail.”

> On June 4, 2003, Petitioners filed a Petition for Supplemental Order in STB Finance Docket
No. 33388 (Sub-No. 94), which seeks a supplemental order authorizing the consolidation of New
York Central Lines LLC (*NYC") with CSX and of Pennsylvama Lines LLC (“PRR™) with NS,
including certain intermediate and related transactions, in order to effectuate the acquisition of
full ownership and control of the assets and business of NYC by CSX and of PRR by NS. CSX
and NS are already authorized to control and manage NYC and PRR. respectively, and to operate
their respective assets, pursuant to Decision No. 89. See “Petition for Suppiemental Order,” 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, STB Finance Docket No. 33388 (Sub-No. 94) CSX/NS-1 (June
4,2003).




City Economic Development Corporation for a Modification of the Procedural Schedule (Aug.
28. 2003), in the above-referenced pmcceding.: As Petitioners explain below, the very few
comments and inquiries submitted Ly interested parties raisc no real objections to the transaction,
and the lack of objections or any other substantive opposition to the transactions curing the
comment period (which closed on August 28, 2003’ is powerful evidence that the Petition should
be granted. The NYCEDC provides no adequate or persuasive reason for the Board to change
the procedural schedule it set in Decision No. 1 (July 9, 2003), and the Board should deny
NYCEDC s motion to revise the schedule.
L. THE PETITION SHOULD BE APPROVED BECAUSE NO PARTY IN
INTEREST HAS OBJECTED TO THE PROPOSED TRANSACTIONS, AND THE

FEW COMMENTS FILED DEMONSTRATE THAT THE PROPOSED
TRANSACTIONS ARE APPROPRIATE AND IN THE PUBLIC INTEREST.

One of the most compelling arguments for approval of the Petition is the complete
absence of objections to the substance of the proposed transaction. Conspicuous by their
absence are comments from the overwhelming majority of the approximately one hundred (100)
interested parties who submitted comments objecting to the original Conrail transaction in
previous phases of this proceeding. Despite ample notice, not one shipper or association of
shippers has objected or filed a comment in this proceeding. Similarly, not one rail carrier or
other transportation service provider has submitted a comment or objection. No representative of
labor or employees has objected or even filed comments. No unit of government or government

agency or authority has filed any objection or request for modification, or stated that it opposes

* Movant and commenter New York City Economic Development Corporation is referred to
hereinafter as “NYCEDC.”
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the transaction.” Finally. even the single comment filed by certain Conrail debtholders expressed

no substantive opposition to the transaction. but rather sought only a procedural condition
(which. as explained below. would be both inappropriate and inconsistent with governing law
and long-established precedent). See Comments of the Conrail Ad Hoc Bondholders’
Committee at 2-4 (Aug. 28. 2003), STB Finance Docket No. 33388 (Sub-No. 94) (hereinafter,
“Bondholder Comments™).

The absence of opposition and objections to the proposed transactions is further.
and indeed compelling, evidence that the proposed transactions will not affect rail operations.
service or competition generally, and will have no adverse impact on shippers, other rail carriers,
or Petitioners’ employees. See Petition at 2, 11-12. The prc, «sed transactions simply will
permit CSX and NS to acquire direct ownership and exclusive control of Conrail properties that
they already own indirectly (through their joint ownership of Conrail), and that they are already
authorized to operate and manage separately as part of their respective rail systems. In practical
effect, the proposed transactions would make more effective the division of the Conrail
“Allocated Assets™ between CSX and NS that the Board previously approved (in Decision
No. 89). thereby allowing CSX and NS greater and more efficient management control and

independence over the assets of NYC and PRR, respecti\'ely.i In the following sections,

* The comments of NYCEDC pose a series of questions regarding the proposed restructuring, but
NYCEDC has expressly advised the Board that it has not taken a position regarding the proposed
transactions described in the Petition. See NYCEDC Comments at 1.

¥ As the Petition made clear, the proposed transactions will preserve the existing rail operating
structure in the Conrail “Shared Assets Areas™ in North Jersey. South Jersey/Philadelphia and
Detroit, and will preserve the balanced competitive rail service in the eastern United States that
resulted from the creation of the Shared Assets Areas and otherwise from the Conrail
Transaction. See Petition at 3-4.







