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Partot April 26, 2004 /-^^^ 

By Hand ^ fifp^ ^ 
Honorable Vernon A. Williams 
Secretar)', Surtace Transportation Board .- X 
102.S K Street, N W 
Wasihington. D C 20423 

Re r s x Corporation and CS.X Transportation. Inc , Nortblk Southern 
Corporation and Norlblk Si>uthern Railway Conipany -- Control ar.d 
Opeiating Leases/Agreenients — Conrail. Inc and Consolidated Rail 
Corporation, F D _Nô I3,3,88.cSub̂ ^̂ ^̂  

Dear Mr Secretary 

We write to inform the Hoard that last I'ridav. April 2.̂ . 2004. our clients CSX 
I ranspoilation, Inc ("( SX T ") and Norloik Southern Railway Conipanv ("NSR ) each filed with 
the Securities and Kxchange Commission ("SEC") Registration Statements on Form S-4 that 
relate to the transaction approved bv the Hoard in a Decision served on November 7, 200.̂  in tho 
above-referenced l inance Docket Specifically, tho SIX" filings describe an olVei to exchange 
now unsecured debt securities of CS.XT and NSR and cash for unsecured debt securities of 
Conrail. which initiates the final stage in implementing the restructuring of Conrails unsecured 
indebtedness as described in the parties' "Petition tbr Supplemental Order', filed with the Board 
on Juno 4. 2003. 

In connection with the offer to exchange. Conrail is soliciting consents from 
holders of its unsecured debt securities in order to permil the restructuring As described in tne 
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 
cenificate holders is expecied to occur concurrently with the proposed exchange ofTer and 
consent solicitation 

The Registration Statements may be reviewed by the SEC and will not be 
declared etTective until any such review has been satisfactorily completed If and when the 
Rouistration Statements become etTective, the completion ofthe exchange otYer and consent 
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solicitation are subjeci to a number ofcondiiions. including Conrail's successful solicitation of 
consents from the holders of certain of its secured debt obligations 

Please direci any quesiions about this matter to the undersigned 

Sincerely, 

c 
G Paul Moates 
Paul A Hemmersbaugh 

cc David M Konschnik, Director, OtTice of Proceedings 

James A Squires, 

Senior General Counsel, Norfolk Southern Corporation 

Peter J Shudtz, 
Vice Prosident-Romilalorv .AtTairs <t Washington Counsel, CS.X Corporation 
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Peter .1. Shudtz 
( S.V Corporation 
Suite 560 
1351 Pennsylvania Ave . N W. 
Washington, D C. 20004 
(202)783-8124 

C ounsel for CS.X Corporation 

Ellen M. Fitzsimmons 
Paul R. Hitchcock 
CSX Transportation, Inc. 
500 Water Street 
Jacksonville. Florida 32202 
(904)359-3100 

t ottitsel for C '.S'.V Transponatum. Inc 

Mary (labrielle Sprague 
.Arnold & Porter 
555 i:th Street. N.W. 
Washington. D C. 20004 
(202)942-5000 

Cl tinsel fiir ('S.X Corporation 
and CS.X Transportation. Inc. 

Henry D. Light 
.lames .A. Squires 
George A. Aspatore 
Norfolk Southem Corporation 
Three Commercial Place 
Norfolk. Virginia 23510-9241 
(757)629-2600 

Counsel for Norfotk Southern Corporatiun 
and Norfolk .Southern Railway Company 

Jonathan \ 1 . Broder 
Consoiidated Rail Corporation 
Tvvo Commerce Square 
2001 Market Street 
Philadelphia. Pennsylvania I9I03 
(215) 209-5020 

Counsel for Conrail lnc and 
Consolidated Rati i 'orporation 

G. Paul .Moates 
Paul .A. Hemmersbaugh 
Donald H. Smith 
Sidlev .Austin Bro.vn & Wood LLP 
1501 K Street. N.W. 
Washiniiton. D.C. 20005 
(202)736-8000 

()j Counsel 

Dated: Soptombor 17. 2003 
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BEFORE THE 
Sl 'RFACE TRANSPORTATION BOARD 

STB FINANCF DOCKFT NO. 33388 (SUB-NO. 04) 

CSX CORPORATION AND CSX TR.ANSPOR rATION. INC . 
NORFOI.K S(HJTHERN CORPORATION AND 
NORFOLK SOU fHFRN RAILWAY COMPANY 

- CONTROL .AND OPER/VFING LE.ASES/.AGREEMENTS -
CONR.AIL INC AND CONSOLIDATED RAIL CORPOR/\TION 

PETITIONERS' REPLY TO COMMENTS AND Rt:SPONSE 
TO MOTION FOR MODIFICATION QF PROCEDURAL SCHEDULE 

Petitioners CSX Corporation ("CSXC"). CSX Transportalion. Inc. ("CSXT"). 

Norfolk Sou liorn Corporation ("NSC"), Norfolk Southem Railway Company ("NSR"). Conrail 

Inc. ("CRR"). and Con.solidated Rail Corporation ("CRC")' (collectively, "Petitioners")," 

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

' CSXC. CSXT and other wholly owned aftlliates of CSXC are collectively referred to herein as 
"CSX." NSC. NSR and other wholly owned afflliates of NSC are collectively referred to herein 
as "NS." CRR. CRC and other wholly owned al filiales of CRR are collectively referred to 
herein as "Conrail." 

- On June 4, 2003, Petitioners filed a Petit in 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 Pennsylvania Linos LLC c PRR") wilh NS, 
including certain intermediate and related transactions, in order to effectuate the acquisition of 
full ownership and control ofthe asseis and business ofNYC by CSX and of PRR by NS. CSX 
and NS are already authori/ed to control and manage NYC and PRR. respectively, and to operate 
thoir respective assets, pursuant to Decision No. 89. See -Petition tbr Supplemental Order." C.S'.V 
( 'orporatitm and ( S.X Transportation. Inc.. Norfolk .Southern Corporation and Norfolk Southern 
Railw ay Company Control and Operaling Leases/.Agreements Conrail. Inc. and 
Consolidated Rail Corporatitm, STB Finance Docket No. 33388 (Sub-No. 94) CSX,^S-I (June 
4. 2003). 



Citv F~ccMioniic Do\elopmonl Corporation for a Moditlcation ofthe Procedural Schedule (.Aug. 

28. 2003). in the above-referenced proceeding." .As Petitioners explain bolow. the very fow 

commonts and inquiries submitted l y interested partios raise no real objections to the transaction, 

and the lack of objections or any othor substantive opposition to the transactions during the 

comment poriod (which clo.sed on .August 28. 2003 is powerful ovidoiico that the Potition should 

be granled. The NYCEDC provides no adequaie or persuasive reason for the Board to change 

the procedural schedule il set in Decision No. 1 (July 9. 2003). and the Board should deny 

NYCEDC's moiion to revise the schedule. 

I. THE PETITION SHOULD BE APPROV ED BECAUSE NO PARTY IN 
INTEREST H AS OBJECTED TO THE PROPOSED TR.ANSACTIONS, AND THE 
FEW COMMENTS FILED DEMONSTRATE THAT THE PROPOSED 
TRANSACTIONS ARE APPROPRI ATE AND IN THE PUBLIC INTEREST. 

One ofthe most compelling arguments for approval oflhe Petition is the complete 

absence of objeclions to the substance oflhe proposed transaction. Conspicuous by their 

absence are comments from the overwhelming majority oflhe approximaiely one hundred (100) 

interesled parties who submitted comments objecting lo the original Conrail transaction in 

previous phases of this proceeding. Despite ample notice, not one shipper or association of 

shippers has objected or tiled a commeni in this proceeding. Similarly, nol one rail carrier or 

othor transportation service prov ider has submitted a comment or objection. No representative of 

labor or employees has objected or even tiled comments. No unit of govemmeni or govemment 

agency or auihority has tiled any objection or request tor moditlcation. or stated that it opposes 

^ Movant and commenter New York City Economic Development Corporation is referred to 
hereinafier as "NYCEDC." 



the transaction."* Finally, oven the single comniont tiled b> cortain Conrail debtholders oxprossod 

no substantive opposition to the transaction, but rathor sought only a procedural condition 

(which, as explained below, would ho bolh inappropriate and inconsistent vvith governing lavv 

and long-ostablished precedent l. .S"ct' Comments ofthe Conrail Ad Hoc Bondholders' 

Committee ai 2-4 (Aug. 28. 2003). SIB Finance Dockot No. 33388 (Sub-No. 94) (hereinatter. 

" Bondholder Comments '). 

The absence of opposition and objections to the proposed iransactions is further, 

and indeed compelling, ev idence that the proposed tran.sactions will not affect rail operations, 

service or competilion generally, and will have no adverse impaci on shippers, olher rail carriers, 

or Petitioners' employees. See Pelilion al 2. 11-12. The pre, • ^ed transactions simply will 

permit CSX and NS to acquire direct ownership and exclusive control ofConrail properties that 

they already own indirectly (through their joint ownership ofConrail), and that they are already 

authorized lo operate and manage separately as part oftheir respective rail systems. In practical 

effect, the proposed transactions would make more effective the division ofthe Coivail 

-.Allocated Asseis" beiween CSX and NS that the Board previously approved (in Decision 

No. 89). therebv allowing CSX and NS greater and more efticient management control and 

independence over tho assets ofNYC and PRR. respectively.' In the following seclions. 

^ fho coniments of NYCEDC pose a series of quesiions regarding the proposed restructuring, but 
NYCEDC has expressly advised the Board that it has not taken a position regarding the proposed 
transactions described in tho Potition. See NYCF'DC Commonts at 1. 

^ .As tho Petition made clear, the proposed transactions will preserve the exisiing rail operating 
structure in the Conrail "Shared .Assets Areas" in North Jersey. South Jersey/Philadelphia and 
Detroit, and vvill preserve the balanced competitive rail sorvice in the eastern United Statos that 
resulted trom the creation ofthe Shared .Assets Areas and otherwise from the Conrail 
Transaciion. .See Petition al 3-4. 

1. -



Pelitioners address tho briof comnients of tour intorostod entities, which comprise tho entire 

universe of comments submitted in this proceeding. 

A. The Bondholders' Comments Simply Express a Procedural Preference for 
Negotiations Concerning Their Consent to Debt Restructuring, W hich is 
Precisely the Procedure the Petition Contemplates W ill Commence Upon 
Board .Appro\ al of the Transactions. 

On bohalf of itsolf and four olher unidentitled debtholders. Dodgo and Cox 

submitted commonts describing ils interest in the proposod transaction, and requesting that the 

Board "allow consent negotiations [beiween Conrail debtholders and Potitionersj to proceed in a 

neutral environment." Bondholder Commonts al 2, 4. Signitlcantly. the Bondholders do not 

oppose the proposed reorganizaiion and implementing transactions ihemselves. or claim that the 

proposed debt restructuring necessary to implemeni the reorganizaiion is unfair or unreasonable. 

.SVt' id. Moreover, the bondholders essentially endorse Petitioner's preferred process for 

achieving the debt restmcturing necessary to implement the proposed transactions - negotiations 

to obtain bondholder consenl. See Bondholder Comments at 3-4. Petiiioners reiterate lhat il is 

their intent, shortly after Board approval oflhe proposed transactions and issuance ofthe 

requested supplemental order, to commence negotiaiions with relevant debtholders aimed at 

obtaining those debtholders' consent lo the proposed debt restmcluring. Petitioners' strong 

preference would be to develop fair and reasonable terms for the necessary debt restructuring 

ihrough negotiations, rather than to invoke the auihority oflhe Board to make a binding and 

overriding faimess determination. 

The only area of apparent disagreement regarding the Pelilion arises in the last 

page ofthe comments submitled by the Bondholders. .S'ct' Bondholder Comments al 4. IV. In 

the concluding sentence oftheir comments, the Bondholders appear lo requesi lhal the Board 

condition its approval ofthe proposed transactions on "the compielion oflhe consenl solicitation 
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