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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket .No. 33388 

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 

RAILROAD CONTROL APPLICATION 

SECTION 1180.6 

INTRODUCTION 

CSX Corporation ("CSXC"). CSX Transportation, Inc. ("CSXT"), Norfolk Southem 

Corporation ( NSC'), Norfolk Southem Railway Company ("NSR"). Conrail Inc. ("CRR") and 

Consolidated Rail Corporation ("CRC"). collectively "Applicants." hereb file this joint Railroad 

Control Application (the "Application") pursuant to 49 U.S.C. §§ 111-21-25 and the Surface 

Transportation Board's (the "Board's") Railroad Consolidation Procedures. 49C.F.R. Part 1180. 

for authorization of the acquisition of control by CSX and NSC of Conrail, and for the division 

of the use and operation of Conrail's assets between them.' 

' CSXC and CSXT are refen-ed to collectively as "CSX." NSC and NSR as "NS" and CRR 
and CRC as "Conrail.' A table of abbreviations used in this Application follows the Master 
Table of Contents at the beginning of this volume. Unless otherwise indicated, references to a 
company include its wholly-owned subsidiaries. All section references are to Title 49 of the 
Code of Federal Regulations, unless otherwise indicated. 



Applicants are also seeking authorization for operating agreements, the construction of new-

connections, limited abandonments, trackage rights and other related matters. 

This Application presents a unique, pro-competiiive proposal to reconfigure the 

railroad industry in the eastem United States. If approved, the integration of Conrail's rail lines 

into the existing CSX and NS networks and the operation of those lines by CSX and NS will 

yield enormous public benefits, the greatest of these being increased competition, single-ime 

efficiency, and fresh opportunities for improved transportation options and resulting economic 

growth. The quantifiable public benefits alone will total neady Si billion per year. 

CSX and NS currently operate strong rail networks that serve important 

commercial areas throughout the Southeast and Midwest To a large extent, both CSX and .NS 

must depend on Conrail to reach commercially important mid-Atlantic and northeastem 

communities. In recent years, while Conrail has achieved financial stability, it has not 

experienced the competitive discipline of another major railroad throughout its service territory. 

This transaction will era.se the commercial boundary line separating Conrail's service territory 

from the rest of the rail system It will create two strong rail networks of broad geographic 

scope that will reach virtually all major ports, gateways and commercial areas in the eastem 

United States. 

The long-term trend toward the creation of rail networks with broad geographic 

coverage and substantial traffic densities is no accident. Well-managed rail networks configured 

in response to market forces yield substantial efficiencies and corresponding benefits to the 

shipping public. The public will benefit when lailroads spread their fixed costs over a broader 

traffic base because the per unit costs of shipping freight decline. The public will benefit when 



the elimination of a rail interchange allows goods to reach their destination hours or days faster, 

because the shipper can then reduce its inventory carrying costs. The public will benefit when 

rail cars and locomotives are used more efficiently, because scarce capital can then be made 

available for other investment opportunities. 

These are precisely the sorts of efficiency gains that CSX and NS will achieve if 

this transaction is approved. As part of the Application, both carriers are submitting detailed 

operating plans that demonstrate how their respective rail service will be improved through the 

operation of specified Conrail li.nes and the ability to serve the Shared Assets Areas of South 

Jersey/Philadelphia. North Jersey and Detroit. Numerous new single-line routes will be created 

between the Northeast and the Southeast and the Northeast and the Midwest. As a result, transit 

times will be reduced, and the reliability of on-time delivery will be improved. Both carriers 

will improve their route strucmres to permit the more direct movement of freight throughout 

their own systems and through the mid-continent gateways. The combination of single-line 

routes and improved transit times will bring intermodal as well as enhanced intramodal 

comjjetition to th" Ni-nheast. This will be particularly evident for traffic currently moving by 

truck on the 1-85 and 1-95 conidors. 

The benefits of extended single-line routes are noi limited to improved service. 

New single-line routes mean new commercial opportunities for the customers of CSX and NS. 

Over 1.850 shippers have submitted letters or statements supporting the Application, and many 

of them emphasize the new business opportunities that will be afforded by the expanded CSX 

and .NS rail networks. 



While more efficient networks will mean better service and new business 

opportunities for customers of CSX and NS, they will also mean lower costs for the caniers. 

More direct routes mean fewer train miles. The elimination of interchanges reduces switching 

costs. More efficient equipment utilization means lower *,ar ownership costs. Substantially 

more rail service will be produced with fewer management personnel, which translates into 

savings in general and administrative costs. All of these cost savings are unambiguous public 

benefits because fewer resources will be consumed in providing freight transportation service. 

Reduced costs will allow CSX and NS to continue the vigorous competition 

between them and extend it from the Southeast and Midwest into Conrail's service territory. 

The transaction is unique ii its competitive dimensions - not only does it entail virmally no 

reduction in rail competition, it will create new rail competition, most notably, in the large New 

YorL'New Jersey area. 

CSX and NS have agreed to allocaie the operation of Conrail's lines and facilities 

so as to avoid, wherever possible, situations where shippers will see their rail options decline 

from tv.0 carriers to one. This was readily accomplished because the existing CSX and NS 

systems are largely end-to-end with Conrail. with very little overlap. In virmally all of the fe>v 

remaining circumstances where the transaction would otherwise result in a reduction to one 

carrier. CS.X and NS have agreed to provide one another with trackage and/or haulage rights that 

w ill permit the continuation of two rail carrier service. Adverse competitive effects from the 

transaction are essentially non-existent. 

CSX and NS have agreed that certain areas will be served by both of them, 

including the three "Shared .Assets Areas" of South Jersey/Philadelphia. North Jersey and 



Detroit, as well as the coal fields served by the former Monongahela Railroad and the Ashtabula, 

Ohio dock facility. Numerous shippers in these areas will have access to dual rail service for 

the first time since the creation of Conrail. CSX and NS will compete aggressively for 

automotive traffic moving from Detroit to Baltimore. Philadelphia and New York, for coal 

moving off the former Monongahela Railroad and for coal moving to the Ashtabula Dock facility 

for subsequent lake movement 

Intensified competition between railroads is only one dimension of this 

procompetitive transaction. More important. CSX and NS will emerge from this transaction as 

truly formidable alternatives to trucks. Trucks are the dominant mode of freight transportation 

in the East. Their flexibility, relatively low capival costs and access to government-subsidized 

highways give them certain competitive advantages over rail. But rail has advantages of its own 

that will be unleashed by this transaction and the creation of new single-line routes on the CSX 

and NS Systems. 

The potency of CSX and NS as competitive forces in e?stem freight movements 

i.s evidenced by their tn.ific diversion estimates. The combined estimates of CSX's and NS's 

diversions from trucks to rail carload and intermodal service is approximately one million 

tmckloads per year. This represents projected re'.enue growth for CSX of approximately $200 

million annualK by the third year after the transaction and approximately $269 million in annual 

revenue growth for NS. The diversion of traffic from truck to rail also represents public 

benefits in the form of safer highways, reduced fuel consumption and reduced highway damage. 

The long-temi potential for the growth of the eastem rail sector far exceeds CSX's 

and NS's conservativ( estimates of traffic growth. Competition and growth will spur industrial 



development and job creation in the East. The new CSX and NS rail networks will be strong 

engines of continued American prosperity. 

* * * * * * * 

While this is a joint Application, the descriptions and other materials in it conceming the 

operation by CSX and NS of their respective systems, including the present Conrail routes and 

other assets to be operated by them in this transaction, have been independently developed, 

unless otherwise noted. While Conrail is a signatory to and joins in the Application, by doing 

so it does not necessarily represent that it subscribes to. or agrees with, all of the language or 

the other materials prepare^ by or for the other Applicants. 

SECTION 1180.6(a)(l)(i) 

SU.MMARY OF TRANSACTION 

The proposed transaction involves the joint acquisition by CSX and NS of control of 

Conrail. the division between them of the use and operation of Conrai.'s assets, and the creation 

of two efficient rail networks that will compete with one another throughout the eastem United 

States. 

Initially. CSX and Conrail entered into an agreement on October 14, 1996 that provided 

for the acquisition of control of Coru-ail by CSX alone through a tender offer and subsequent 

merger. Following a competing tender offer by NS and discussions among the three companies. 

CSX and NS entered into an agreement on April 8. 1997 that provided for the joint acquisition 

by CSX and NS of all of CRR's remaining outstanding stock. 



'1 
On June 2, 1997, CSX and NS completed that acquisition. As indicated in the folio-ving 

chart. CRR is now an indirect wholly-owned subsidiary of CSX and NS Ihrough a series of 

agreements, CSX and NS each holds a 50% voting interest in CRR. CSX holdr, a 42% equity 

interest, and NS holdi a 58% equity interest. All of the CRR common stock is held indirectly 

for the benefit of CSX and NS and has been placed in a voting trust (the "CSX/NS Voting 

Trust") to avoid unauthorized control pending Board review of this Application. 

CSX, NS and Conrail entered into a further agreement dated as of June 10. 1997 (the 

"Transaction Agreement**), which governs the division of the operation and use of Conrail's 

assets. To effect that division, CRC will form two new wholly-owned subsidiaries. New Yoik 

Central Lines LLC ("NYC") and Pe msylvania Lines LLC ("PRR"). Following Board 

authorization of the proposed transaction, CRC will contribute and transfer to its NYC and PRR 

subsidiaries certain CRC assets, including lines currently operated by CRC. The contribution 

of assets to NYC and PRR will result in the division of Conrail's principal routes - which form 

ail "X" that crosses in Ohio - enabling both CSX and NS to offer singie-line service to the 

Northeast. Among the assets that will be transferred to NYC is part of Conrail's "Water Level 

Route" (part of the former New York Central), which mns from St. Louis through Buffalo and 

Albany to New Jersey New York, and Conrail's Albany to Boston line. The assets to be 

transferred to PRR will include Conrail's route that runs from Chicago through Cleveland and 

Pittsburgh to Philadelphia and into the New York'New Jersey area. 

CSXT and NYC will enter into an operating agreement pursuant to which CSXT will 

operate the assets allocated to NYC. Similariy. .NSR and PRR will enter into an operating 

agreement under which NSR will operate the assets allocated to PRR. 



CRC will retain certain assets that CRR. CRC or their subsidiaries (other than NYC and 

PRR) will operate for the benefit of their ow ners. Those assets will be available to both CSXT 

and NSR in "Shared Assets Areas" in Detroit. North Jersey and South Jersey/Philadelphia. 

Certain other areas will also be subject to special treatments allowing use by both carriers, 

including the former Monongahela Railroad and Ashtabula Harbor. 

The chart on the following page (the "Post-Transaction Chan") provides an overview of 

the new corporate structure. Deuils regarding the corporate strucmre and terms of tlie proposed 

transaction are provided in § 1180.6(a)(7Hi). "Nature and Terms of Proposed Transaction."-

- Throughout this Application. Applicants have endeavored to describe the various 
components clearly, succinctly, and. above all. readably However, the underlying agreements 
that are included in Volume 8 of this Application contain the definitive description of the legal 
arrangement, and are the ultimate, goveming reference source. 
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Post-Transaction Chart 

CSX Corporation 
("CSXC") 

Norfolk Southern 
Corporation 

("NSC") 

50% Voting Interest 
42% Equity Interest 

50% Voting Interest 
58% Equity Interest 

CRR Holdings LLC 
(-CRR Holdings') 

100% 

100% 
I 

Green Acquisition 
Corp. 

("Tender Sub") 

100% 

100% 

— L . 

Conrail Inc. 
("CRR") 

100% 

CSX 
T r a n s p o r t a t i o n , 

Inc . 
("CSXT") 

Allocated Assets 
Operating Agreement 

Consolidated Rail 
Corporation 

("CRC") 

100% 
\ 

100% 

New York 
Central Lines LLC 

(•NYC) 

S".are<3 Asseis 
Operaiing Agreements 

Allocated Assets 
Operating Agreement 

£ 
Pennsylvania 

Lines LLC 
(•PRR") 



The names, business addresses, and telephone numbers of Applicants are: 

CSX Corporation 
One James Center 
901 East Cary Street 
Richmond. VA 23219 
(804) 782-1400 

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

Norfolk Southem Corpo.ation 
Three Commercial Plac; 
Norfolk, VA 23510-9241 
(757) 629-2600 

Norfolk Southem Railway Company 
Three Commercial Place 
Norfolk, V A 23510-9241 
(757) 629-2600 

Conrail Inc. 
Two Commerce Square 
2001 Market Street 
Philadelphia. PA 19101 
(215) 209-4000 

Consol'daied Rail Corporation 
Two Commeice Square 
2001 Market Street 
Philadelphia. PA 19101 
(215) 209-4000 

The names and addresses of counsel to whom questions regarding this Application may 

be addressed are shown on the cover of the Application. 
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SECTION 1180.6(a)(l)(ii) 

PROPOSED TIME SCHEDULE 

As described above, CSX and NS now hold indirectly 100% of CRR's common stock 

after a series of tender offers, followed by a second-step merger consummated on June 2, 1997, 

in which CRR was the surviving corporation. All of the CRR conunon stock acquired by CSX 

and NS in the tender offers and the merger has been placed in the CSX/NS Voting Tmst to 

avoid any unauthorized control pending Board action. 

CSX and NS will exercise joint control over Conrail from the effective date of a Board 

order approving this Application and authorizing control (the "Control Date"). The Transaction 

Agreement provides that the transfer of assets to NYC and to PRR by CRC to effect the division 

of the operation and use of Conrail's assets will occur on the "Closing Date"- the third business 

day following satisfaction of certain conditions precedent, including the effectiveness of a final 

Board order and. where necessary, sufficient labor implementing agreements. 

The Transaction Agreement contemplates that certain CRC facilities currently used for 

the benefit of the entire Conrail system will, during a transition period following the Closing 

Date, be operated for the joint benefit of CSX and NS. Conrail's Philadelphia headquarters 

(operated by CSX), information technology center in Philadelphia (operated by CSX), car shop 

at Hollidaysburg. PA (operated by NS) and Juniata locomotive shop at Altoona, PA (operated 
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by NS) will initially be operated for tlie joint benefit of CSX and NS for a specified period.' 

Certain system support operations, such as Conrail's customer service center in Pittsburgh. PA. 

crew management facility in Dearborn. ML and system maintenance-of-way equipment center 

in Canton. OH, among others, will be retained by Conrail and will be operated for the joint 

benefit of CSX and NS for a short period. 

SECTION 1180.6(a)(l)(iii) 

PURPOSE 

The purpose of the proposed transaction is to cre?te two strong rail networks of broad 

and comparable scope that vill compete vigorously to provide efficient service throughout the 

eastem United States. 

Better Service: By integrating certain Conrail routes and facilities into their 

existing rail networks. CSX and NS will be able to provide better service to their existing 

customers. They will also use their improved service to attract new customers. The creation 

of new single-ime routes and the coordination of Conrail assets with existing C. SX and NS assets 

will allow both rail systems to provide faster and more responsive serv ice. Equipment utilization 

will improve Loss and damage claims will decline. Customers will incur reduced costs. 

' This transition period is not to exceed 24 months following the Closing Date in all cases 
except with regard to the infonnation technology center, for which the period is not to exceed 
six months (or. at the option ot .NS. 12 months) following the Closing Date, and the 
Hollidaysburg and Juniata shops, which CSX will use for locomotive repair and other work for 
at least chree years. After the transition per'od. these facilities will serve the party to whom they 
have been allocated. 
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Operating Savings and Other Cost Reductions: CSX and NS expect to realize 

operating cost savings b\ providing more efficient rail transportation. Operating costs will 

decline as a result of shorter transit times, more direct routes, improved equipment utilization 

and increased traffic densities. In addition. CSX and NS will realize cost savings by eliminating 

substantial portions of the general and administrative costs currently incurred by Conrail. Both 

c?tegories of cost savings will benefit CSX and NS. These savings will also benefit the public 

because CSX and NS will consume fewer resources on a per unit basis to produce transportation 

services than they currently do. 

Near-Term and Long-Term Growth: CSX and NS both project that the creation 

of new single-line routes will enhance their competitive positions, enabling them to divert traffic 

from other rail carriers, including one another. Moreover, by creating mot- efficient rail 

networks. CSX and NS will position themselves to win new traffic from tmcks. both in the near 

term and on a long-term basis. The transaction will allow CSX and NS to become truly 

effective competitors for trucks, which handle the vast majority of freight in the East, thereby 

reducing the number of trucks on crowded eastern highways. The bright prospects for long-term 

traffic growth by these efficient eastem railroads portend significant benefits not only for CSX 

and NS but for the consuming public as well. 

SECTION 1180 6(a)(l)(iv) 

NATURE AND AMOUNT OF ANY NEW 
SECURITIES OR OTHER FINANCIAL ARRANGEMENTS 

The acquisition b; CSX and NS of 100% of the CRR common stock is detailed below 

in Section 1180.6(a)(7)(i). "Namre and Terms of Proposed Transaction." CSX and NS acquired 

13 

13 



the CRR common stock for cash and did not issue any securities in exchange for any CRR 

common stock. 

In CSX's tender offer commenced October 16. 1996 (the "CSX Offer"). CSX acquired 

approximately 19.9% of the outstanding CRR voting stock, for Si 10 per share. The aggregate 

consideration paid by CSX in the CSX Offer was approximately $2 billion (including related fees 

and expenses). At the time of the CSX Offer. CSX an-anged a five-\ear S4.8 billion bank credit 

facility to finance the acquisition of Conrail and to meet general working capital needs. CSX 

issued approximately $2 billion in commeicial paper supported by the Credit Agreement to 

finance the CSX Offer. 

In NS's tender offer consummated on Febrtiary 4. 1997 (the "NS Offer"), NS acquired 

approxunately 9.9% of the outstanding CRR common stock on a fully diluted basis, for SI 15 

per share. The aggregate consideration paid by NS in the NS Offer was approximately 

$1 billion (including related fees and expenses), / . i the time of the NS Offer, NS arranged a 

credit facility with certain lenders providing an aggregate principal amount not to exceed 

$13 billion. To finance the purchase of shares pursuant to the NS Offer, NS issued and sold on 

February 10. 1997 Sl.O billion in commercial paper notes involving the private placement of 

unsecured notes with vary ing maturities that did not exceed 270 days. 

On May 23. 1997 and June 2, 1997. respectively, CSX and NS acquired the remaining 

outstanding shares of CRR common stock in a joint tender offer (the "Joint Offer") and in the 

subsequent Merger for $115 per share, for an aggregate of approximately $6.9 billion (excluding 

related fees and expeases). approximateh 32.2 billion of which was contributed by CSX and 

approximately 54 7 billion of which was contributed by NS. 
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On May 1, 1997, CSXC issued $2.5 billion of bonds in a private placement to finance 

its share of Conrail acquisition costs The bonds have registration rights and CSXC expects to 

complete an exchange offer this year. On May 14, 1997, NSC issued $4.3 billion of notes, the 

proceeds of which were used to finance NS's share of the acquisition. On May 22. 1997, NSC 

also issued and sold $700 million of commercial paper notes with varying maturities that did not 

exceed 270 days. 

As discussed in the Joint Verified Statement of William H. Sparrow and William J. 

Romig in this Volume 1. CS.X and NS will, in connection with the arrangements for their use 

of Conrail's assets provide sufficient funds to CRR and CRC to satisfy obligations associated 

with any debt securities or similar securities or similar obligations of Conrail. The Conrail 

obligations are listed in Exhibit 19 m Appendix K to this Volume 1. 

Fairness Determination. The terms under which CSX and NS have acquired all of CRR's 

common stock are fair to the stockholders of CSXC. NSC. and CRR, and Applicants ask the 

Board to so find. See ScLwaPaclie*- v. United States. 3.34 U.S. 192 (1948). The fairness of 

those terms to shareholders is demonstrated in the Verified Statement of Bruce P. Nolop of 

Wasserstein Perella & Co.. Inc. (as to CSXC shareholders;, in the separate Verified Statements 

of James L. Hamilton and Jack Levy (as to NSC shareholders), and in the Joint Verified 

Statement of Paul R. Goodwin and Henry C. Wolf (as to CRR shareholders) in this Volume I . 
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SECTION 1180.6(a)(2) 

PUBLIC INTEREST JUSTIFICATIONS 

The proposed transaction is endorsed by over 2.100 parties, including over 1.850 

shippeis. over 60 other railroads and over 230 public officials, one of the strongest showings 

of support ever presented in a rail control application reviewed by the Board or its predecessor. 

As described in the Verified Statements of William E. Ingram (Volume 1) and Joseph P. Kalt 

(Volume 2A). quantified public benefits are expected to be nearly $1 billion per year. 

Unqualified benefits will also be substantial. This transaction is clearly in the public interest. 

The creation of new single-line service, the efficiencies of expanded networks, and the 

development of more direct routes will generate additioiial benefits for the general public. New 

single-line serv ice will enable CSX and NS to compete more effectively with trucks in lanes now 

dominated by motor carriers, such as the 1-95 corridor. The efficiencies of the expanded 

networks and the increased traffic volumes they will handle will allow the new networks to 

redutc per unit costs. More direct routes made possible by combining the existing CSX and NS 

systems w ith those portions of Conraii that mey w ill operate will result in reduced car miles, 

better equipment utilization, reduced fuel consumption, and faster service for their customers. 

But the public interest benefits of the transaction do not stop there. As CSX and NS rail 

transportation improves, the two carriers will capmre substantial business from trucks. Growing 

rail volumes will allow more frequent, more specialized train service, further improving the 

competitive position of rail relative to trucks Other public benefits that flow from increased rail 
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services are greater public safety, reduced highway congestion and damage, and less fuel 

consumption. 

Finally, one of the principal public benefits of the transaction is the substantial increase 

in intramodal and intermodal competition it will bring to shippers in the eastem United States, 

as described more fully in the following section. 

.SECTION 1180.6(aU2)(i) 

FFFFCTS ON COMPETITION 

The proposed transaction will result in intensified competition, both between rail 

can-iers and trucks and other modes as well as among rail carriers. The pro-competitive 

dimensioas of this transaction - and the corresponding benefits to the public - far exceed those 

of any other rail control proceeding in recent memory. 

Rail to Rail Competition: Currently. CSX and NS compete vigorously throughout 

the Southeast and Midwest. Conrail. on the other hand, faces only limited rail competition in 

some parts of its service territory The transaction will eliminate this anomaly, allowing CSX 

and NS to expand the scope of their competitive effons into important mw commerciw! areas. 

These include the Shared Assets Areas of South Jersey/Philadelphia. North Jersey and Detroit, 

as well as the coal fields served by the fomier Monongahela Railroad, and Conrail's Ashtabula, 

Ohio dock faculty Numerous shippers in these areas will have access to dual rail service ic-

the first time since Conrail's creation. Rail competition for general merchandise and intermodal 

traffic moving between New York and Chicago and New York and St. Louis will be intense, 

as w ill rail competition for finished automobiles moving out of Detroit and auto parts coming 
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into Detroit. According to one estimate, over $700 million in rail business will gain two-carrier 

competition. See Verified Statement of Barry C. Harris. Volume 2B. 

While promising intensified rail competition for many rail customers, the 

transaction will result in virtually no reduction in rail competit'jn. CSX and NS have agreed 

to allocate the operation of Conrail's lines and facilities so as to avoid wherever pcT'^le 

situations where shippers will see their rail options decline from two carrieis lO one. In 

essenually all of the circumstances where the transaction would otherwise result in such a 

reduction to one ctrrier. CSX and NS have agreed to provide one another with trackage and/or 

haulage rights that will permit the continuation of two-carrier service. 

Competition with Truclcs: T.he transaction will result in intensified rail 

competition with trucks because the expanded rail networks will offer improved service and 

extended single-line hauls that will present attractive commercial options to many current truck 

customers. Trucks are presently the dominant mode of freight transportation in the eastem 

United States, inierline rail service is much less effective than single-line service in competing 

with tmck movements because of the delays and high**- costs resulting from the need to 

interchange traffic between rail carriers. The transaction w M create efficient new single-line 

CSX and NS routes in major North-South and East-West la es thut will allow them to capture 

significant volumes of both carload and intermodal traffic. 

The long-term prospects for effective competition between railroads and trucks is 

one of the clearest benefits of the proposed transaction. Eastem interstate highways that have 

been built with taxpayer dollars are congested with truck traffic. The propr̂ sed CSX and .NS 

rail networks, funded with private capital, will have the capacity to handle suostantial additional 
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volumes of traffic. By enabling CSX and NS to compete more effectively with trucks, the 

transaction will promote a more efficient use of the nation's transportation infrastructure. 

SECTION 1180.6(a,(2)(ii) 

FINANCIAL CONSIDERATION. OPERATING 
ECONOMIES: INCREASE IN TRAFFIC. REVENUES. AND EARNINGS 

Financial Consideration. See Section 1180.6(a)(l>(iv), "Nature and Amount of Any New 

Securities or Other Financial Arrangements." above. 

Increase in Traffic. Revenues, and Earnings Available for Fixed Charges. As shown in 

the CSX Summary of Benefits Exhibit in Appendix A to this Volume 1 CSX expects to realize 

annual benefits in a normal year of $435.8 million. Of that total. S145.9 million is expected to 

result from net revenue gains and $289.9 million is expected to result from recurting operating 

expense and capital savings. NS expects annual net operating benefits in a normal year of $553 

million. $299 million of which is expected to result from net revenue gains, and S254 million 

of which is expected to result from net operating expense reductions. 

CSX estimates gross revenues resulting from increased traffic m a normal year of $347.3 

milFon On CSX's Summary of Benefits Exhibit, this amount is adjusted upward by $66.4 

million to reflect the fact that the base case traffic split performed for CSX and NS by ALK 

Associates allocated 43.8% of Conrail's 1995 revenues to CSX. whereas the agreed-upon CSX 

share of 1995 Conrail revenue for purposes of base year pro forma financial statements is 42%, 

which comports with the terms of the agreement between CSX and NS. NS e-tima' s gross 

revenues resulting from increased traffic in a normal year of $494 million. 
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CSX and NS both project that additional traffic w,ll be attracted as a result of improved 

reliability, faster and more direct routes, new train sen ices, expanded single line service, and 

lower costs. Howard A Rosen of ALK Associates ("ALK") conducted a traffic smdy on behalf 

of CSX that estimated traf fic t,dins for the CSX systen from rail general merchandise traffic and 

certain rail movements of coal. coke, and iron ore. Joseph G.B. Bryan of Reebie Associates 

analyzed the traffic gains from truck to rail in'.ermodal service for CSX. Their Verified 

Statements appear in Volume 2A. In addition. CSX conducted its own traffic studies to 

determine the changes in finished vihicle traffic and coal traffic resulting from this transaction. 

The results of those studies are set forth in the Verified Statements of Dale R. Hawk and 

Raymond L. Sharp. CSX also studied general merchandise traffic that is expected to be diverted 

from highways and barges to rail carload. The results of this study are found in the Verified 

Statement of Christopher P. Jenkins. These Verified Statements are also provided in Volume 

2A. For NS. John H. Williams analyzed the expected traffic gains to NS diverted from rail; 

Patrick J. Krick conducted a study of the truck traffic expected to be diverted to NS; and John 

William Fox, Jr. analyzed the expected traffic gains relating to coal movements. Their Verified 

Statements are found in Volume 2B. 

Economies to be Effected in Operations. As indicated above, the proposed transaction 

will result in substantial annual operating income gains from efficiencies and cost reductions. 

These savings will be achieved over the three-year period preseiited in the pro forma financial 

statements filed as part of this Application, The steps that will bt taken to consolidate and 

coordinate the operations of Applicant carriers and produce these cost savings are set forth in 

detail in the CSX and the NS Operating Plans (E.xhibit 1? in Volumes 3A and 3B. respecti /ely). 
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and discussed in the Verified Stuem"nts of John W. Orrison (for CSX) and D. Michael Mohan 

(for .\S) in those Volumes. 

SECTION n80.6(a)(2)(iii) 

EFFECT OF INCREASE IN TOTAL FIXED CHARGES 

Debt financings effected in connection with the acquisition by CSX and NS of CRR's 

common stock will add to theii fixed charges. However, as reflected in the consolidated pro 

forma financial statements of CSX and of NS (Exhibits 16. 17. and 18 in Appendices C, D, and 

E. with respect to CSX. and Appendices G. H and L with respect to NS). CSXC and NSC will 

have no difficulty absorbing these additional fixed charges. 

In addition, w uhin three years of the integration. CSX and NS expect to make substantial 

capital investmerts to implement the integration over and above the capital investment they and 

Conrail would othenvise expect to make. The increase in revenues and the efficiencies that will 

be realized by the expanded CSX and NS systems will offset the costs of these invesunents. 

Neither CSX nor NS will have difficulty in financing these capital expenditures, as demonstrated 

in the pro forma financial statements provided in Exhibits 16. 17. and 18 (Appendices C. D and 

E. with respect to CS.X. and Appendices G. H and I . with respect fo NS) in this Volume 1. 
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SECTION 1180.6(^)(2)(i>) 

EFFECT ON ADEQU.ACY OF TRANSPORTATION 

The proposed transaction will improve the quality of rail transportation service to the 

public. It will unite the entire Southeast and Midwest with the Northeast to create two rail 

systems that each provide seamless, efficient, single-line rail service where interchanges 

currently add delays and additional costs. The transaction will provide more frequent and 

reliable service, extend customers' market reach, and enhance their competitive positions at 

home and abroad. It makes the most efficient use of the existing transportation infrastructure, 

thereby lowering the total cost of transporting American products. 

A prime objective of the CSX and the NS Operating Plans (Exhibit 13 in Volumes 3A 

and 3B. respectively) is to rationalize routes, facilities, equipment, and work forces, thereby 

permitting the expanded railroads to provide better, more efficient, and more reliable services 

to their customers The two Operating Plans call for: 

More Single-Line Service. The Conrail routes to be operated by CSX and NS are largely 

end-to-end to the existing CSX and NS systems. Both the CSX and .N'S systems will be able to 

offer extensive new single-iii,^ service - the most timely, reliable, and cct-effective form of 

rail service Today. CSX and NS each interchange hundreds of thousands of cars with Conrail 

annually. This creates costs, delays, the risk of damage to freight, and scheduling and 

coordination difficulties. The expanded CSX and NS systems will create many new single-line 

routes between major Northeastem and Southeastem and Midwestern points. Such single-line 

service will provide a major competitive alternative for traffic now moving by truck on highways 

such as 1-95. 1-85. and 1-81. 
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New and Improved Routes. CSX and NS will create new, more direct routes by 

combining their existing networks with the Conrail lines they will operate and will replace 

interchanges with Coru'ail with new single-line novements, result'iig in faster, more rel.able 

service. Both will upgrade lines to increase service quality. Traffi." will be rerouted to the 

preferred route - generally the shortest and most direct - reducing car miles, costs, and transit 

times. 

More Reliable Service. The expanded CSX and NS will offer more reliable service than 

either system is able to provide today With the elimination of many joint-line movements, CSX 

and NS will be better able to design new scheduled service to meet customer needs. Moreover, 

shippers v/ill have only one point of accountability for billing, tracking ano freight claims. 

Improved Equipment Utilization and Availability Improved equipmv-nl utilization will 

reduce operating costs. The transaction will eliminate hundreds of millions of car-miles from 

the expanded CSX and NS transportation activities. The expanded CSX and NS systems will 

be able to extend the useful lives of their equipment, thereby permitting capital to be allocated 

to other needs. 

Reduced Terminal Delav. The increased traffic to CSX and NS resulting from tlie 

transaction will improve operations and reduce delays at terminals. With the increased traffic 

volumes, each will be able to build larger blocks, enabling them to bypass congested terminals. 

This will reduce intermediate handling in classification yards, relieving congestion and speeding 

deliveries. The Verified Statements of John W. Orrison and D. Michael Mohan in Volumes 3A 

and 3B describe how new blocking strategies will accomplish this. 
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Savings from Facility Consolidations and Lower Overheads. The integration of Conrail 

opentions into the CSX and NS systems will result in significant savings from the consolidation 

of yards, terminals and other facilities and from the consolidation of general and aQi;:inistrative 

functions and other overhead costs. The Operating Plans of CSX and NS (Exhibit 13, Volumes 

3A and 3B) describe the efficiencies and cost savings that each anticipates. See also Verified 

Statement of John C Klick. Volume 2A. 

Increased Capital Investments. With expanded .-ailroad •^j^ievrij, both CSX -̂ .nd NS will 

increase capital investments. Both of the exoanded carriers will hav,, greater incentives to 

maximize service and competitive benefits. CSX and NS will invest $488 million and S729 

million, respectively, in new rail property and equipment. These amounts do not .'•eflect any 

offsets from capital savings. 

SECTION 1180 6(a)(2Kv) 

EFFECT ON E.MPLOYEES 

In the short term, the proposed transaction will result in the creation of 1.152 positions, 

the transfer of 2.306 positions, and the abolition of 3.807 positions on both the CSX and NS 

expanded systems. The Labor Impact Exhibit, which projects the specific labor impacts of the 

joint acquisition, is provided in Volumes 3A (CSX) and 3B (NSi of this Application. As noted 

above, in the long term the Applicants believe this transaction will provide- opportunities for rail 

transportation growth, and therefore, new jobs. By expanding their market reach and by 

becoming more competitive with trucks. CSX and .NS will increase tlieir earnings, which will 

create the capital r.ceded or future growth and increased jobs. 
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For purposes of evaluating the financial effects of the proposed transaction. Applicants 

anticipate that the Board will impose its standard labor protective conditions: the New York 

Dock conditionŝ  on all aspects of the Primary Application, except that the Norfolk and Western 

conditions, as modified by .Mendocino Coast.'' will be imposed on related authorizations of 

trackage rights, the Oregon Short Line conditions" on related abandonment authorizations, the 

Mendocino Coast condition on the operation by CSXT and NSR of track leases w ith other rail 

carriers to which Coitrail is party, and no protective conditions will be imposed on the related 

coastruction of certain new connections and other rail lines by CSXT or NSR. 

Applicants also anticipate that, because the implementation of the transaction requires the 

allocation of the CRC v orkforce to comparable positions on CSX. .NS and CRC (for the Shared 

Assets Areas), they will serve a joint notice under the applicable protective conditions where 

necessary to reach a joint implementing agreement with each craft or class of employees on all 

three rail systems, which will satisfy all applicable labor protective conditions. 

As of the dale of this Application, no employee protection agreements have been reached 

with an\ applicable labor organization. 

V New York Dock Railway - Control Brooklyn Eastem District Terminal. 360I.C.C. 60 
(1979). 

y Norfolk .And Western Railwav Companv - Trackage Rights - Burlington Northem, Inc.. 
354 I.C.C. 605 (1978). as modified bv. Mendocino Coast Railway. Inc. - Lease and Operate -
California Western Railwav. 360 I.C.C. 653 (1980). 

y Oregon Short Line Railroad .Abandonment - Goshen. 360 I.C.C. 91 (1979). 

.Mendocino Coast Railway. Inc. - Lease and Operate - California Western Railway. 360 
LC.C 653 (1980). 
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SECTION 1180.6(a)(2)(vi) 

FFFF.CT OF INCLUSION OF OTHER RAILROADS 

The inclusion of other railroads in the joint control and operational division of Conrail 

by CSX and NS is not contemplated and would not be in the public interest. Applicants do not 

currently anticipate that the effect of this transaction on any other carrier would result in a loss 

of essential rail services. See Section 1180.7 (Exhibit 12). 

SECTION 1180.6(a)(3) 

OTHER SUPPORTING STATEMENTS 

Other supporting statements include the statements of (ai shippers, (b) public officials, 

(c) other railroads, (d) various officers of .Applicants and (e) expert witnesses. Over 2.100 

parties have submitted statements supporting the proposed transaction. Statements by over 1.850 

supporting shippers, over 230 public officials and over 60 other railroads appear in Volume 4 

of this Application. Statements of Applicants' officers and expert witnesses appear in this 

Volume and in Volumes 2 and 3. 

SECTION 1180.6(a)(4> 

OPINIONS OF COUNSEL 

In accordance with Decision No. 7. the opinions of Applicants' counsel that the 

transactions described in this Application satisfy the requirements of law and will be legally 

authorized and valid if approved b> the Board appear at the end of the narrative in this Volume 

of the .Applica ion. after the Prayer for Relief. 
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SECTION 1180.6(a)(5) 

LISTS OF STATES 

Listed below are the states in which the real property of each Applicant carrier is situated 

and in which it conducts railroad operations: 

CSX Conrail 

A'abama Alabama Connecticut 
Delaware Florida Delaware 
District of Columbia Georgia District of Columbia 
Florida Illinois Illinois 
Georgia Indiana Indiana 
Illinois Iowa Maryland 
Indiana Kenmcky Massachusetts 
Kentucky Louisiana Michigan 
Louisiana Maryland New Jersey 
Maryland Michigan New York 
Michigan Mississippi Ohio 
Mississippi New York Permsylvania 
New York North Carolina Virginia 
North Carolina Ohio West Virginia 
Ohio Pennsylvania 
Permsylvania South Carolina 
South Carolina Tennessee 
Tennessee Virginia 
Virginia West Virginia 
West Virginia 
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SECTION 1180.6(a)(6) 

MAP - EXHIBIT 1 

Exhibit 1 includes two maps. The first. Map A. is a "Pre-Transaction" map that shows 

railroads in the continental United States, with the existing CSX. NS. and Conrail systems 

indicated in separate colors. The second, .Map B, is a "Post-Transaction" map showing 

continental U.S. railroads and indicating the CSX and NS segments following the transactions 

for which approval is sought in this Application; or. Map B. the portions of Conrail 's system to 

be operated by CSX and NS are separately indicated, as are the Conrail assets that will be used 

by both CSX and NS. 

SECTION 1180.6(a)(7)(i) 

NATURE AND TERMS OF PROPOSED TRANSACTION 

The proposed transaction involves the joint acquisition of control by CSX and NS of CRR 

and its subsidiaries (the "Control Traasaction"). and the division between CSX and NS of the 

operation and use of Conrail's assets (the "Division"). The Control Transaction and the Division 

are governed principally by the Transaction .Agreement dated as of June 10. 1997, by and among 

CSXC. CSXT. NSC. NSR. CRR. CRC. and CRR Holdings LLC (the "Transaction 

Agreement' ). and. to the extent it is not superseded by the Transaction Agreement or the CRR 

Holdings .Agreement (as defined below), by a letter agreement dated as of April 8, 1997 between 

CSXC and .NSC (the "CSX/NS Letter Agreement"). The Transaction Agreement, the CRR 

Holdings Agreement, the CSX/.NS Letter Agreement and the other agreements governing the 

Control i i msaction and the Division are included in Volume 8 of this Application. 
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A. Acquisition of Control of Conrail 

1. Joint Acquisition of Control of CRR and Merger 

CSX and NS have acquired indirectly 100% of the common :tock of CRR (the "CRR 

Common Stock") in a series of transactions that included two separate tender offers that were 

consummated by CSX on November 20. 1996 and by NS on February 4, 1997, a joint CSX/NS 

tender offer that was consiimmated on May 23, 1997. and a subsequent merger (the "Merger") 

that was consummated on June 2. 1997. 

The joint acquisition of control of Conrail by CSX and NS was effected as follows: In 

accordance with the CSX/NS Letter Agreement, a joint tender offer was commenced on 

April 10, 1997. On May 21. 1997. CSX. CSX Rail Holding Corporation and NS fonned a new 

Delaware limited liability company. CRR Holdings LLC ("CRR Holdings"). Concurrently with 

the formation of CRR Holdings. CSX contributed to CRR Holdings all of the capital stock of 

Green Acquisition Corp. ("Tender Sub"), which was a wholly-owned subsidiary of CSXC that 

held voting trust certificates in respect of the 17.775.124 shares of CRR Common Stock 

acquired by CSX in .̂ e CSX Offer and held in a voting trust (the "CSX Voting Tmst") pending 

Board approval of the proposed transaction. On the same day, NS caused its wholly-owned 

subsidiary. Atlantic Acquisition Corp. ("AAC"). to contribute to CRR Holdings its voting trust 

certificate in respect of the 8.200.000 shares of CRR common stock that AAC had acquired 

pursuant to the February 4. 1997 NS Offer and which were being held in a separate voting trust 

(the "NS Voting Trust'). 

CSXC. Tender Sub. CRR Holdings. NSC and Deposit Guaranty National Bank (the 

"Voting Tmstee') entered into an Amended and Restated Voting T-̂ ist Agreement, dated as of 
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April 8, 1997 (the "CSX/NS Voting Tmst Agreement"), which essentially provided for the 

conversion of the CSX Voting Tmst to a consolidated CS.X/NS Voting Tmst.* A copy of the 

CSX/NS Voting Trust Agreement is provided in Volume 8 of this Application.' 

In exchange for their respective contributions to CRR Holdings, CSX received a 42% 

equity interest in CRR Holdings and NS received a 58% equity interest. Those percentages (the 

"Percentages") of the equity interests in CRR Holdings (and hence in CRC) and of sharing of 

certain other matters, which is provided for in the Transaction Agreement, were determined as 

a result of arm's length bargaining between the parties. 

As indicated in the Post-Transaction Chart appearing in Section 1180.6(a)(l)(i), as a 

result of these transactions. Tender Sub became a wholly-owned subsidiary of CRR Holdings, 

and CRR Holdings became jointly held by CSXC and NSC. 

Pursuant to the Agreement and Plan of Merger dated as of October 14, 1996, by and 

among CSXC, Tender Sub. and CRR. as amended, and the Agreement and Plan of Merger dated 

as of June 2, 1997, by and among CRR. Tender Sub. and Green Merger Corp. ("Merger Sub"), 

(collectively, the "Merger Agreement"), in the Merger. Merger Sub, a wholly-owned subsidiary 

of Tender Sub. was merged with and into CRR. Copies of the documents comprising the 

f/ The CSX Voting Tmst was govemed by the Voting Tmst Agreement dated as of October 
15. 1996 by and among CSXC, Tender Sub and the Voting Tmstee. The NS Voting Tmsi was 
govemed b> the Voting Tmst Agreement dated as of Febmary 10. 1997, as amended and 
restated Febmary 18, 1997, by and among NSC, A.AC and First American National Bank, as 
the voting tmstee. 

y CSX and NS received informal advice from the STB Staff on May 8, 1997 that the use of 
the CSX/NS Voting Tmst Agreement would effectively insulate CSX, NS .and their respective 
affiliates from a violation of the governing stanite and STB policy that would result from an 
unauthorized acquisition by CSX or NS of a sufficient interest to result in control of Conrail. 
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Merger Agreement are provided in Volume 8 of this Application. In the Merger, each 

remaining outstanding share of CRR common stock not held by CSX, NS or their affiliates was 

converted into the right to receive Si 15 in cash, without interest. Shares of CRR Conunon 

Stock owned by CSX. NS or their affiliates were canceled and retired with no payment being 

made. Shares of Merger Sub. all of which were then owned by Tender Sub, were converted 

into 100 newly issued shares of CRR pursuant to the Merger. .All of these shares are held in 

the CSX/NS Voting Tmst. CRR is the surviving corporation in the Merger and, as indicated 

in the Post-Transaction Chart, is a wholly-owned indirect subsidiary of CRR Holdings. The 

surviving corporation currently remains named "Conrail Inc." 

2. Govemance of CRR Holdings 

CRR Holdings is govemed by the Limited Liability Company Agreement of CRR 

Holdings LLC (the "CRR Holdings Agreement"), a copy of w hich is provided in Volume 8 of 

this Application. CSX and NS each has a 50% voting interest in CRR Holdings, while NS has 

a 58% equity interest and CSX a 42% equity interest in CRR Holdings. 

Interests in CRR Holdings are represented by one Class A Interest, one Class B Interest 

and nonvoting Clafs C Interests. CSX holds the one Class A Interest and NSC holds the one 

Class B Interest, "̂ he Class A and Class B Interests each have identical rights and collectively 

have all management and votiiig rights in CRR Holdings. 

The Class C Interests collectively have all rights to any allocation of profits or losses and 

to any distributions as provided in the CRR Holdings Agreement. CRR Holdings issued the 

Class C Interests to CSXC and NSC in proport.lon to the relative aggregate capital contribution 

made by each of them. CSXC owns 42% and NSC 58% of the Class C Interests. Pursuant to 
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the CRR Holdings Agreement, CSXC must make 42% and NSC must make 58% of any 

additional contributions required to fund the operating and other expenses of CRR Holdings on 

an ongoing basis. 

The business and affairs of CRR Holdings are managed under the direction of the CRR 

Holdings board, which consists of six directors, divided into two classes, each with three 

directors CSXC has the right to designate three directors (the "CSX Directors'). each of whom 

mus' be a director, officer or employee of CSXC or its subsidiaries. Likewise. NSC has the 

ritht to designate three directors (the "NS Directors"), each of whom must be a director, officer 

or employee of NSC or its subsidiaries. Only CSXC may remove a CSX Director, and only 

NSC may remove a NS Director The CRR Holdings Board may not act without the approval 

of a majority of the CSX Directors and a majority of the NS Directors. 

Pursuant to the CRR Holdings .Agreement, all matters to be decided by the members, 

other than the election of directors, must be decided by the unanimous vote of CSXC. as the 

holder of the Class A Interest, and NSC. as tl;e holder of the Class B interest. CSXC and NSC 

must vote together on all matters up. .i which a vote is held. 

The Officers of CRR Holdings include two Co-Chairmen of the Board and two Co-Chief 

Executive Officers. The CSX Co-Chairman and CSX Co-Chief Executive Officer are elected 

b\ the CSX Directors, and the NS Co-Chainnan and NS Co-Chief Executi\ e Officer are elected 

by the NS Directors. The CSX directors of CRR Holdings are John W Snow, Paul R. 

Goodwin, and .Mark G. Aroii; the NS directors of CRR Holdings are David R. Goode, Henry 

C Wolf, and Stephen C Tobias. Mr. Snow and Mr. Goode are Co-Chairmen and Co-Chief 

Executive Officers. 
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CRR Holdings may not admit any new members and may not issue any additional 

Class A or Class B Interests. No member may directly or indirectly sell, assign, transfer or 

encumber its Interests to any entity not a wholly-owned subsidiary of CSXC, in the case of the 

Class A Interest, or a wholly-owned subsidiary of NSC. in the case of the Class B Interest. 

3. Govemance of CRR and CRC 

At the present time, the business and affairs of CRR and CRC are under the control of 

their independent boards of directors. Following the effective date of the Board's approval of 

the proposed transaction (the "Control Date"), the Transaction Agreement provides that CRC 

w ill be managed by a separate board of directors consisting of six directors, divided into two 

classes, each with three directors. CSXC will have the right to designate three directors (the 

"CRC-CSX Directors"), and NSC will have the right to designate three directors (the "CRC-NS 

Directors"). Only CSXC will be able to remove a CRC-CSX Director, and only NS will be able 

to remo\e a CRC-NS Director. Approval of the CRC Board is required for certain designated 

decisions. Actions of the CRC Board will require approval by a majority of CRC-CSX 

Directors and a majority of CRC-NS Directors. The CRC-CSX Directors will be entitled to 

appoint by majority vote one Co-Chairman and the CRC-NS Directors will similarly be entitled 

to appoint by majority vote one Co-Chairman. In addition to the two Co-Chairmen of the 

Board, the officers of CRC may include a chief executive officer, one or more vi-re presidents, 

a treasurer and a secretary, all of whom will be elected by the CRC Boards. Tlie board of 

directors and management of CRR will have the same stmcture. 
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B. Division of Coru'ail 

The Division will be effected as soon as practical after the Control Date following a 

Board order approving the transaction. Applicants will cany out several steps to effect the 

division between CSX and NS of operation of the assets of Conrail as described below: 

1. Formation of NYC and PRR 

Pursuant to the Transaction Agreement, CRC will fonn two wholly-owned subsidia^e^ 

New York Central Lines LLC ("NYC") and Pennsylvania Lines LLC ( PRR"). (collectively, 

the "Subsidiaries").'" CRC will be the sole meinber of each of NYC and PRR. 

From and after the Control Date. CSXC will have exclusive authority to appoint the 

officers and directors of NYC. who will i i turn manage and direct Uie operations of NYC. 

Similarly. NSC will have exclusive authority to appoint the officers and directors of PRR. who 

will in mni manage and direct the operauons of PRR. In addition, the Transaction Agreement 

provides that CRC. as the sole membe- of NYC and PRR. will ^with certain exception?) follow 

CSXC s and xNSC s respective directions with respect to the management and operation of NYC 

and PRR. respectively 

2. Allocation of Conrail Assets and Liabilities 

Under the Transaction Agreement, following authorization from the Board, or the date 

of Division. CRC will assign 'o each of NYC and PRR certain of CRC's assets. NYC will be 

assignt d certain CRC assets designated to be operated as part of CSX's rail system (the "NYC-

Allocated Assets '), and PRR will be assigned CRC assets designated to be operated as part of 

^/ These two entities were refened to. respectively, as "Sub A' and "Sub B" in the 
Applicants' Petition for Waiver or Clarification (CSX/NS-10), and are refen-ed to as NYC and 
PRR in the Transaction Agreement. 
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NS s rail system (the "PRR-Allocated Assets"). Among other things, these assets will include 

the lines and facilities cunently operated by CRC. whether owned by CRC or operated under 

trackage rights. Certain assets will continue to be .held by CRR and CRC (or their subsidiaries) 

and will be operated by them for the benefit of CSX and NS (the "Retained Assets"). As part 

of the Division of the Conrail asseis, NYC and PRR will acquire, and CSX and NS will operate, 

Conrail's trackage rights on lines of other carriers and w ill jointly use cert̂ Jn Conrail lines and 

facilities 

In addition, on the date of Division the former Conrail liiiC now owned by NS that mns 

from Fort Wayne. IN. to Chicago. IL. will be transferred to CRC in a like-kind exchange for 

CRC's Chicago South/Illinois Lines (the "Streatcr Line") CRC will in turn on the date of 

Division assign the former NS Fort Wayne to Chicago line to .NYC. to be operated together with 

the other Conrail lines to be assigned to NYC and used by CSX as part of CSX s rail system. 

Because the current .\S line between Fort Wayne, IN. and the Chicago area that is to be 

exchanged for the Streator Line, and allocafwd in tht Division of CRC to CSX. will not be 

transferted to CRC until the time of the Division of Conrail it will never be operated as a 

component of the operations of an undivided CRC. 

a. Allocated Assets 

As described in the General Introduction to the CSX Operating Plan, the NYC-Allocated 

Assets will include the following primary routes and extensions or trackage rights ("TR") 

curtenth 1 eld by Conrail among other assets: 

- - NY/NJ Area to Cleveland - New York Central Railroad route and extensions. 
including line segments from North .NJ Terminal to Albany (.Selkirk): Albany to 
Poughkeepsie. NY; Poughkeepsie to NYC (TR). .NYC to White Plains (TR): Albany 
to Cleveland via Syracuse. Buffalo and Ashtabula. OH; Boston to Albany; Syracuse 

35 

35 



to Adirondack Jet.. PQ; Adirondack to Montreal (TR); Woodard, NY to Oswego, 
NY; Syracuse to Hawk, NY: Hawk to Port of Oswego (TR); Buffalo Terminal to 
Niagara Falls/Lockoort: Lockport to West Somerset (TR) Syracuse to NYSW/FL 
connections. NY; .•Mhany/Boston Line to MA branch lines; Albany/Boston Line to 
MA branch lines (TR); .NYC to CT brai.ch lines fTR). CT branch lines (TR); CT 
Branch lines; Churchville SY to Wayneport. NY; Mortimer. NY to Avon. NY; 
Rochester Branch, NY. 

— Crestline, OH to Chicago - Pennsylvania Railroad route and extensions, including 
Crestline to Dunkirk. OH; DurJcirk to Ft Wayne. IN; Ft. Wayne to Warsaw, IN; 
Warsaw to Chicago Terminal (Clarke Jet ). IN; Adams, IN to Decatur, IN. 

— Berea to E. St Louis route and extensions, including Cleveland Terminal to 
Crestline Crestline to E St. Louis via Gallon. OH. Ridgeway, OH, Indianapolis. 
IN. Terre Haute. Effingham. IL. and St Elmo; Anderson. IN to Emporia, IN; 
Columbus to Gaiion, Terir Hauic lu Dair.ilic. IL. Dai.vill^ ,\ i OVm. L>, InJiaiiapuiis 
t:: Rock Island. IN; Indianapolis to Crawfordsville; Itid.-.'̂ apolis to Shelbyville. IN; 
HN Cabin. IL to Valley Jet., IL: Si. Elmo to Salem, IL (TR): Muncie (Walnut 
Street). IN to New Castle RT. IN (TR); New Castle RT. IN. 

— Columbus to Toledo route and extensions, including, Columbus to Toledo via 
Ridgeway; Toledo Terminal to Woodville; Toledo Terminal to Stonyridge. OH. 

— Bowie to Woodzell. .MD. including Bowie to Morgantown; Brandywine to Chalk 
Point. 

— NY^NJ to Philadelphia (West Trenton Line), including Philadelphia to North NJ 
Terminal. 

— Washington. D C to Landover. MD. 

— Ouakertown Branch, line segment from Philadelphia Terminal to Quakertown, PA 
(TR) 

" Chicago Area, line segment from Porter. IN to the westernmost point of Conrail 
ownership in IN. 

Along with these lines. CS.XT will operate certain yards and shops, as well as the Conrail 

Philadelphia Headquarters and Philadelphia area information teclmology facilities. The linei 

comprising the NYC-Allocated Assets are reflected in Exhibit 1, Map B. 
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As described m the General Introduction to the NS Operating Plan, the PRR-Allocated 

Assets will include the following primary routes and extensions or trackage rights ("TR") 

cunently held by Conrail: 

- NJ Temiinal to Crestline - Pennsylvania Railroad route and extensions, including 
North NJ Tenninal to Ailentown. PA via Somerville. NJ, Little Falls. .NJ to Dover. 
NJ (TR); Orange. NJ to Denvilie. NJ (TR); Dover to Rockport {TR), R-xrkport to 
E. Stroudsburg via Phillipsburg. NJ: Ailentown Terminal; Orang: to NJ Terminal 
(TR); NJ Tenninal to Little Falls (TR): Boi;nd Brook to Ludlow. NJ (TR): 
AH'Jiitown. PA to Harrisburg via Reading; Flamsburg Terminal; Hamsburg to 
Pittsburgh; Conema' gh Line via Saltsburg. PA: Pittsburgh to W Brownsville. PA; 
Central City, PA to South Fork. PA; Pittsburgh Terminal: Monongahela. PA to 
Maiianna, PA; Pittsburgh Temiinal: Pittsburgh to .Alliance. OH via Salem; Braver 
Falls. PA to 'NVampum, P.A; Alliance to Cleveland Terminal: Manma.OH to 
Cleveland Tenninal; Alliance to Crestline; Alliap;.e to Omal. OH; Rochester. PA 
to Yellow Creek. OH; E. Stei'benville. WV to Weirton. WV; Steubenville Branches 
Bridge, OH; Pittsburgh Branches: Ashtabul." to Youngstov n. OH; Ashtabula Harbor 
to Ashtabula; Niles. OH to Latime;. OF; Alliance. OH to Youngstown; Youngslown 
to Rochester Ailentown to Hazelton. PA: CP Hams, PA to Cloe. PA (TR); Cloe 
to Shelocta, PA. Tyrone. PA to Lock Haven, PA (TR); Creekside. PA to Homer 
City. PA; Monongahela Railroad; Portion of Kinsman Connection in Cleveland; 
Portion of 44 Ind. Track including Dock 20 Lead: Gem Ind. Track - Lordstown, 
OH 

- Cleveland to Ch-dso - New- York Central Railroad route, including Cleveland 
Terminal to Toledo Terminal; Elyria. OH to Lorain. OH; Toledo Terminal to 
Sylvania. OH; Toledo Term.ina' to Goshen. IN: Elkhart, IN to Goshen: Elkhan to 
Porter, IN. 

" Philadelphia to W âshington (.NEC) route and extensions, including Philadelphia 
j'rrminal t i Perryville. MD (TR); Wilmington T ênminal. DE; Perryville to 
Baltimore (TR); Baltimore Terminal; Baltimore Bay View to Landover. .MD (TR); 
Baltiniore to Cockeysville. .MD: Pocomoke. MD to New Castle Jet., DE; 
Harrington. DE to Frankford/Indian River. DE; Newark. DE to Poncr, DE; 
Claremoni R T ; Loneys Lane Lead; Grays Yaid (TR). 

-- Michigan Operations (excluding the Detroit Shared Assets Area), including Toledo 
Terminal to Detroit Terminal; Detroit Terminal to Jackson. MI; Jackson to 
Kalamazoo. MI; Kalamazoo to Elki ta. IS J?ckson to Lansing. MI; Kalamazoo to 
Grand Rapids: Kalamazoo to Porter. IN (TR); Kalamazoo Ind. Track: Comstock 
Ind. Track. 
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Eastern P.̂  lines and extensions, including Philadelphia Terminal to Reading: 
Reading Terminal; Tĥ .̂-nda'.-, P.A to Wocdbourne. PA; Leola/Chesterbrook PA 
lines; Philadelphia Tenninal to Lanca;,ter. PA (TR); Lancaster to Royaiton, PA 
(TRi, Uncasterto Lintz Columbia. PA; Portion of Stoney Creek Branch: West Falls 
Yard; Venice Ird Track. 

-- Indiana lines and extensions.including Anderson to Goshen via Warsaw ; Marion ' 
Red Key, IN: Lafayette Ind, Track. 

" Buffalo to NY/NJ Terminal route and extensions, including NJ/NY Jet. to Suffem. 
NY (TR): Suffem to Pon Jervis. .NY; Port Jervis to Binghamton; Binghamton to 
Waverly; NJ'.NY Jet. to Spring Valley. .NY (FR). Paterson Jet . .NJ to Ridgewood. 
NJ (TR); Waverly to Buffalo, Waverly to .Vleht>opany. PA: Sayre. PA to 
Ludlowville. NY: Lyons. NY to Himrods Jet . NY; Coming. NY to Himrods Jet.. 
NY. North Jersey Terminal to Paterson Jet , NJ (TR), Paterson Jet to North 
Newark, NJ. NJ'iViY Jet. to .North Jersev Terminal (TRi 

-- Buffalo to Hartisburg and South, including Perryville, MD to Harrisburg. PA; 
Carlisle. PA to Harrisburg; W'ago. PA to York (area). PA; Harrisburg to Shocks. 
PA; WiUiamsport. MD to Buffalo via Hamsburg. PA; Watsontown, P.A to 
Strawberry Ridge. PA: Ebenezer Jet.. NY to Lackawanna. NY: Homell, NY to 
Cony. PA; Cony to Erie. PA (TR). Youngstown to Oil City. PA. 

- Cincinnati to Columbus to Charleston. WV. including Columbus to Cincinnati: 
Cincinnati Terminal; Columbuv Temiinal to Tmro, OH; Tmro to Charleston. WV; 
Charleston to Cornelia, WV; Charleston to Moms Fork. WV. 

-- Chica';o SouthTllinois Operations, including Osbome IN to Chicago Heights. IL via 
Hansoale; Hansdale to Schneider, IN. Schneider to Hennepin. I I ; Keensburg. IL 
to Carol. IL; Schneider to Wheatfield, LN. 

- Chicago Market, including Western Ave. Operations/Loop to Cicero/Elsdon, IL 
Chicago to Porter. IN. Clarke Jet , IN to CP 501. IN; CP 509 to Calumet Park, IL 
Westw-m Ave. Ind Track: Old Westem Ave Ind. Track: North Joinr Tracks 
'̂ 'evator Lead & Tri-River Dock. CR&l Br?nch, 49th Street Ind. Track; 75th Street 
M 51st Street (TRi. Port of Indiana. IN; CP 502. IN to Osbome. IN. 

These lines comprising the PRR-Allocated Ar.sets are reflected in Exhibit 1. Map B. In addition. 

the abandoned Conrail line segment from Danville to Schneider, IL will be a PRR-.Allocated 

Asset. 
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Certain equipment will be included in the NYC-Allocated Assets and the PRR-Allocated 

Assets and vill be made available to CSXT and NSR pursuant to the CSXT Equipment 

Agreement and the NSR Equipment Agreement, respectively. Much of the locomotive 

equipment and rolling stock equipment will be included in the Retained Assets, and will be 

leased by CRC or its affiliates to NYC or PRR pursuant to equipment agreements to be 

negotiated by the parties. 

CRC currently holds certain trackage rights over CSXT and NSR. Under Exhibit PP to 

the Transaction Agreement. CRC will assign ihe trackage rights over CSXT which it holds to 

PRR. to be operated by NSR. and will assign the trackage rights it has over NSR to NYC to be 

operated by CSXT, m each case under the tenns of the pertinent Alloca ed Assets Operating 

Agreement; except that the CRC trackage rights on CSXT between Carleton, MI. and Alexis. 

OH. and on NSR be ween Carol. IL. and Keensburg, IL. and between Mill, OH. and 

Crescentville, OH. are excluded from tfie Agreement just mentioned: ovher arrangements as to 

these three lines are provided elsewhere in the Transaction Agreement and the Ancillary 

Ag .cements. 

The shares currently owned by Conrail in TTX Company ("TTX") will be allocated to 

NYC and PRR. Applicants' cun-ent ownership interest in TTX is CRC- 21.807%. CSX: 

9.345% and NS: 7.788%. After STB approval, the ownership of TTX by Applicants ar.d their 

subsidiaries will be as follows: CSX: 9.345%, NS: 7.788%. NYC 10.125% and PRR: 

11.682%. TTX provides equipment to the nation's railroads on a per diem basis pursuant to car 
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contracts and pooling agreements which have been the subject of prior STB proceedings." In 

accordance with the terms of the Transaction Agreement, Conrail's 50% interest in Triple 

Crown Services Company \. ill be allocated to PRR. 

Certain additional special treatments aie provided in particular areas within the allocated 

assets. A description of the areas m which special arrangements are made is set forth below 

under the caption "Other Areas with Special Tn;atments." 

Applicants have taken steps to ensure that all of the existing contractual commitments of 

Conrail to its shippers will be fulfilled The Transaction Agreement provides that all 

transportation contracts of CRC in effect as of the Closing Date ("Existing Transportation 

Contracts"), will remain in effect through their resf>ective stated terms, and will be allocated as 

NYC-Allocated Assets and PRR-Allocated Assets, and that the obligations under them shall be 

caiTied out after the Closing Date by CSXT. utilizing NYC-Allocated Assets, and by NSR. using 

PRR-Allocated Assets, or pursuant to the Shared Assets Areas Agreements, as the case may be. 

The Transaction Agreement provides that CS.XT and NSR will allocate the responsibilities 

to serve customers under these Existing Transportation Contracts pursuant to detailed provisions 

set forth in the Transaction Agreement. Generally speaking, revenues and costs will follow die 

allocation of responsibility for pcrformaace, but in certain circumstances, to be agreed upon 

between CSXT and NSR. m order to promote the use of efficient routes, and provide a high 

quality of service and consistency of service to customers, the responsibility for performance 

ma\ be allocated to one of the carr.ers but the revenues and costs shared under the provisions 

i! ' ' TT.X Companv. et ai. - Application for Approval of the Fooling of Car Service With 
Respect to Flat Cars, Service Date: August 31. 1994. Finance Docket No. 27590 (Sub-No.2), 
19Q4 WL 467250 (ICC). 
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set forth in the Transaction Agreement. The Transaction Agreement reflects a presumption 

against dividing between the two cartiers a contract between a single destination and a single 

origin. The agreement also provides that the two carriers shall cooperate as necessary to assure 

shippers under the Existing Transportation Contracts all benefits, such as volume pricing, 

volume refunds and the like, to vvhich they are contractually entitled, notwithstanding any 

division of responsibility in performing the service between the two carriers, 

b. Retained Assets 

The Reuined Asseis will include assets contained within three Shared Assets Areas: 

(1) the Detroit Shared Assets Area; (2) the North Jersey Shared Assets Area; and (3) the South 

Jersey/Philadelphia Shared Assets Area. For a further description of the Shared Assets Areas, 

see "Shared Assets Areas and Operating Agreements" below. 

Retained Assets also include Conrail's System Support Operations facilities (including 

equipment and other assets associated with such facilities) currently u.sed by Conrail to provide 

support functions benefitting its system as a whole, including Conrail's: (1) customer service 

center in Pittsburgh. PA; (2) crew management facility in Dearbom. MI; (3) system 

maintenance-of-way equipment centjr in Canton. OH: (4) signal repair center in Columbus, OH; 

(5) system freight claims facility in Buffalo. NY; (6) system non-revenue billing facility at 

Bethlehem. P.A; {'.) system rail welding plant at Lucknow (Harrisburg), PA; (8) system road 

foreman'engineer training center at Philadelphia and Conway. PA; 9̂) police operations center 

at .Ml l.aurel NJ; (10) the Philadelphia Division headquarters building and offices located at 

Mount Laurel. NJ and (11) such other facilities providing syste.Ti-wide support functions 

identified by CSX and NS prior to the Closing Date (each, an "SSO Facility"). Each SSO 
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Facility, as defined in the Transaction Agreement, will be operated by Conrail for the benefit 

of CSXT and NYC and of NSR and PRR. and the costs of operating each SSO Facility will be 

retained by Conrail as "Corporate Level Liabilities." and will be shared between CSX and 

NS.'-

c. Liabilities 

In general, NYC will assume all liabilities that arise on or after the Closing Date that 

relate predominantly to the NYC-Allocated Asseis, and PRR will assume all such liabilities that 

relate predominantly to the PRR-Allocated Assets. The Transaction Agreement provides that 

CRC will be responsible for certain other liabilities, including, among others, certain liabilities 

related to any suit, action or claim arising prior to the Closing Date, and liabilities related to any 

suit, action or claim arising on or after the Closing Date that do not relate predominantly to the 

NYC- or PRR-Allocated Assets 

All Separation Costs (as defined in the Transaction Agreement) incurred following the 

Control Date in connection with Coru-ail agreement employees now working jobs at or in resp>ect 

of NYC-Allocated Assets will be the sole responsibility of CSX, while Separation Costs incurred 

in connection with Conrail agreement employees now working jobs at or in respect of PRR-

Allocated Assets will be the sole responsibility of NS. Separation Costs incurred in connection 

with agreenien' employees working jobs at or in respect of Retained Assets will be si ared by 

CSX and NS. Separation Costs incurred following the Control Date for Conrail agreement 

employees at Conrail's .Altoona and Hollidaysburg shops will be the responsibility of NS, and 

^/ In the event that either CSX or NS provides written notice to the other that it no longer 
requires the services of any SSO Facility, the costs of such SSO Facility will be alliDcated 
entirely to that partv who continues to use the services of that SSO Facility. 
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all Separation Costs incurred following the Control Date in connection with agreement 

employees at Conrail's Philadelphia headquarters and technology center and Conrail's Pittsburgh 

customer service center (notwithstanding the customer service center s joint use by CSX and NS 

as an SSO Facility) will be the responsibility of CSX. Separation C-jSts for eligible Coa'ail non-

agreement employees will be shared bv CSX and NS. 

After the Closing Date, compensation and other expenses (excluding Separation Costs) 

for agreement eniployees (oUier than certain Conrail employees performing general and 

administrative functions) working jobs at or in respect of NYC-Allocated Assets will be the sole 

responsibility of CSX, while such expenses for such agreen:.?nt employees working jobs at or 

in respect of PRR-Allocated Assets will be the sole responsibility of NS. 

3. Operation of Assets 

Pursuant to the Transaction Agreement. CSXT and NYC will enter into the CSXT 

Operating Agreement (Exhibit A-1 to the Transaction Agreement, provided in Volume 8 of this 

Application), which provides for CSXT's use and operation of the .NYC-Allocated Assets. 

Similarly. .NSR and PRR will enter into the NSR Operating Agreement (Exhibit .\-2 to the 

Transaction Agreement, provided m Volume 8 of this Application), which provides for the 

NSR's use and operation of certain of the PRR-Allocated Assets. Finally. CRC. NYC. PRR, 

CSXT and/or NSR w ill enter uito Shared Assets Areas Agreements (Exhibits G through I to the 

Transaction .Agreement, provided in Volume 8 of this .Application), which provide for the 

operation of certain Shared .\ssci.s Areas for the benefit of both CSXT and NSR. 
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a CSXT and NSR Operating Agreements 

The CSXT Operating Agreement and the NSR Operating Agreement (collectively, the 

"Allocated Assets Operating Agreements") provide that CSXT and NSR will each have the 

license, right, and obligation for an initia' term of 25 years, to use and operate, as part of their 

respective rail systems, the NYC-Allocated Assets and the PRR-.Allocated Assets Those 

agreements will require CSXT and NSR eâ n to bear the responsibility or and cost of operating 

and maintaining their respective Allocated Assets. CSXT and NSR w ill each receive for its own 

benefit and in its own name all revenues and profits arising from or associated with the operation 

of its Allocated Assets. 

CSXT will pay NYC an operating fee based on the fair market rental value of the NYC-

Allocated Assets NSR will similarly pay PRR an operating fee based on the fair market rental 

value of the PRR-Allocated Assets. 

CSXT and NSR will each have the right to receive the benefits of NYC or PRR, 

respectively, under any contract or agreement included in the NYC assets or the PRR assets, 

and. with the . onsent of NYC and PRR. respectively, to modify or amend any such contract or 

agreement on behalf of NYC or PRR. CSXT and NSR will also each have the light to assign, 

transfer or sublease the right to use any Allocated Assets or its interest therein, with the prior 

written consent of NYC or PRR. Neither NYC nor PRR may transfer or assign any pan of the 

Allocated Assets without the prior written consent of CSXT or NSR. respectively. 

CSXT and NSR will each have the right to renew its .Allocated Asseis Operaiing 

Agreement for two additional terms of ten years each. The Allocated Assets Operating 

Agreements contemplate that, upon termination of the agreements CSXT and NSR will be 
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deemed to have remmed their Allocated Assets to NYC or PRR, subject to any regulatory 

requirements. 

CSXT and NSR may make modifications to their respective A.llocaied Asseis at their own 

expense. Title to such modifications will vest in NYC and PRR. respectively, in the event the 

modification is required by law or the terms of the Allocated Assets Operating Agreement or is 

no? readily severable from the modified Allocated Assets. Title to all other modifications will 

vest in CSXT and NSR. 

b. Shared Assets Areas and Operating Agreements 

As noted above, there will be three Shared Assets Areas: North Jersey, South 

Jersey/Philadelphia, and Detroit. Both CSXT and NSR will be permitted to serve shipper 

facilities located within the Shared Assets Areas, and they tlius are a pro-competitive measure. 

They provide a method whereby the two railroads may serve the same areas, and compete one 

agaiast the other Other carriers that previously had access to points within the Shared Assets 

Areas will continue *o have the .same access as before. 

CSXT and NSR will enter into a Shared Assets Area Operating Agreement with CRC in 

connection '̂  ith each of the Shared Assets Areas. Those agreements will provide that the Board 

of Directors of CRC will be responsible for the oversight of each of the Shared Assets Areas, 

which will be owned, operated and maintained by CRC for the exclusive benefit of NS and 

CS.X CRC will no longer provide rail service to the public and will only provide service to 

CSX and NS. 

CRC will grant :o CSXT and NSR the right to operate their respective trains, with their 

own crews and equipment and at tlieir own expense, over any tracks included in the Shared 
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Assets Areas CSXT and NSR will each have exclusive and independent authority to establish 

all rates, charges, service terms, routes and divisions, and to collect all freight revenues, relating 

to freight traffic transported for its account within the Shared Assets Areas and CRC will not 

establish, participate or appear i'l any such rates, routes, or divisions. CRC will perform most 

routine track and facility maintenance in connection with, and will control the dispatching and 

movement of most trains over, the Shaied Assets Areas No one other than CRC, CSXT and 

NSR. except to the extent that other carriers presentlv nave switching or trackage rights, may 

be permitted to use or operate in any of the Shared Assets Areas without the prior approval of 

all three parties. All services perfomied by CRC for either CS.XT or NSR shall be for the 

acco . of CSXT or NSR. and all traffic and cars shall remain in the waybill, car hire and 

revenue accounts of either CSXT or NSR. 

The Shared As.sets Area Operating Agreements contain other provisions, including those 

for the sharing of costs, the making of capital improvements, the charges to be made by CRC 

to CSXT and .NSR. the parties" responsibility for liabilities and losses, and other matters. For 

these matters and a fuller and goveming treatment of the matters summaiized above, refer to the 

text of the Shared Assets Area Operating Agreements, provided in Volume 8 of this Application. 

Sorth Jersey Shared Assets Area - The North Jersey Shared .Assets Area is defir>ed 

w iih greater particularity m Section l(ss) of the Shared Assets Area Operaiing Agreement for 

North Jerse> included as Exhibit G to the Transaction Agreemeni Subject to that definition, 

the North Jersex Shared Assets Area mav be described as encompassing all northern New Jersey 

trackage east of, and including the NEC. plus the line segments described on the map as shared 

north cf the NEC as it turns East to enter the tunnel under the Hudson River, plus the CRC 
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Lehigh line West to Port Reading Junction; the rights of CRC on the New Jersey Transit Raritan 

line, the CRC Port Reading Secondaiy line west to Bound Brook, and the CRC Perth Amboy 

Secondary line west to South Piainfield. This Shared Assets Area includes the NEC local 

service south to the Trenton area. There are 20 yards within the North Jersey Shared Assas 

Area. Trackage includes approximately 189 route miles of track. 

The facilities in the Port Newark/Elizabeth Marine Terminal area will be accessible to 

both cartiers. including Pon Newark, Dockside (Express Rail) and Portside (Triple Crown 

facilitv). Also accessible to both carriers will be the Oak Island Yard and the auto terminals at 

Doremus Avenue. Greenville, and Ridgefield Heights. 

CSX will operate CRC's Keamey Yard (including the APL leased portion, which will 

also oe served by NSR) and its North Bergen intemiodal temiinal and, as well as the property 

encompassing the present CRC Eiizabethport Yard (Tmmball Street Yard), within which NSR 

will be afforded use of two tracks to support its E-Rail intermodal facility. NSR will operate 

CRC's Croxton and E-Rail intermodal facilities and the CRC developable properties adjacent to 

the E-Rail intermodal facility (east of CRC s Chemical Coast Secondary). Train movements 

within the North Jersey Shared Assets Area will be controlled by a Shared Assets Area 

dispatcher Yard functions and operations within the North Jersey Shared Assets Area are 

described in Section 4.5.1.1 of the CSX Operating Plan (Exhibit 13, Pan A) and in Section 4.1 

of the NS Operating Plan (Exhibit 13. Part B). 

South Jersey/Philadelphia Shared Assets Area - The South Jersey/Philadelphia Shared 

Assets Area is defined with more particularity in Section l(ss) of the Shared />ssets Area 

Operating Agreements for South Jersey'Philadelphia included as Exhibit H to the Transaction 

47 

47 



Agreement. Subject to that definition, the South Jersey/Philadelphia Shared Assets Area may 

be described as encompassing all CRC "Philadelphia" stations and stations within the 

Philadelphia City limits, industries located on the CRC Chester Industrial and Chester Secondary 

tracks, all CRC trackage in Southem New Jersey, and CRC's rights on the NEC north from Zoo 

Tower in Philadelphia to Trenton, NJ. The South Jersey/Philadelphia Shared Assets Area 

includes approximately 240 route miles Conrail currently operates 16 yards within this area. 

The Morrisville intemiodal facility will be operated by .NSR To obtain a continuous 

route through Philadelphia un the NEC. .NSR will have the option to reconstmct. own and 

coiiirol an additional track where practical between Belmont and CP Field. NS also will operate 

the West Falls Yard. 

CSX will operate a route through Philadelphia from a connection at Eastwick to be 

constmcied by CSXT. via CP Field and portions of CRC's Harrisburg and Trenton lines to CP 

River and points .North, and will operate trackage from CP Field to Pier 122 (Greenwich Yara 

area) CS.X also will operate the Greenwich Yard property, with the exception of tracks used 

to support iocal freight services and the ore pier, which will be shared assets. NS will have the 

use of sufficient tracks in Greenwich Yard to handle merchandise and port-related traffic (other 

than intermodal) NS road trains will be permitted to operate to and from Greenwich Yard. 

CSXT will also operate the Woodboume yard. 

The Ameriport intermodal tenninal and any replacement built substantially through public 

funding w ill be a part of this Shared Assets Area. 

Beth carriers will have the right to operate their own trains over any part of this Shared 

Assets Area, subject to local movement guidelines. Except for those yards soecifically operated 
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by CSX or NS. Shared Assets Area facilities will include all Conrail yards in the South 

Jersey/Philadelphia Shared Assets Area, and will be accessible to both CSXT and NSR. Train 

movement within the Shared Assets Area will be controlled by a Shared Assets Area dispatcher. 

Detroit Shared Assets Area - The Detroit Shared Assets Area is depicted in Map B, 

Exhibit 1 to this Volume, and is defined w ith greater particularity in Section Hss) of the Shared 

Assets Area Operating Agreement for Detroit included as Exhibit I to the Transaction 

Agreement Subject to that defin^iion, the Detroit Shared Assets Area encompasses all CRC 

trackage and access rights east of the CP-Townline (Michigan Line milepost 7.4) i;nd South to 

and including Trenton (Detroit Line milepost 20). NSR will have operating control (dispatching) 

of the CRC routes from the South (from Toledo, via Ecorse Junction), and West (from 

Ka'amazoo via CRC"!> Junction Yard Branch) into NSR's Oakwood Yard: this dispatching 

allocation is not intended to c hange the boundaries of the Shared Assets Areas. The undeveloped 

property in the vicinitv of Lincoln Yard will be operated by NSR. The Detroit Shared Assets 

Area is comprised of 85 route miles of track. Train movements within the Detroit Shared Assets 

Area will be controlled by a Shared Assets .\rea dispatcher. Both CSXT and NSR will be 

entitled to mn then own trains over the trackage in the Shared Assets Area, 

c. Ot.ier Areas w ith Special Treatments 

A number of areas are not "Shared Assets Areas." but are subject to special artangements 

which provide for a sharing of routes or facilities to a specific extent. These and other 

arrangements between CSX and NS are implemented by trackage rights agreements, haulage 

agreementr. oi other agreements between CSX and NS. which are summarized in Schedule 4 

to the Transaction Agreement Each of the agreements is included as an exhibit to the 
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Tiansaction Agreement and the descriptions of those agreements that follow are qualified by 

reference thereto. 

Trackage rights agreements geneially will be consistent with one of the Fonns of 

Trackage Rights Agreements included as Exhibit C to the Transaction Agreement. The operator 

under these agreements will pay the owner 29 cents per car mile and will bear its own train, fuel 

and crew costs. 

Haulage rights agreements generally will be consistent with one of the Fonns of Haulage 

Agieemems included as Exhibit D to the Transaction Agreement The holder of rights under 

these haulage agreeĥ ents will pay the owner/operator 29 cents per car mile plus the acmal cost 

of the crew inclusive of rustomary crew overhead charges. 

Set forth below are descriptions of certam areas with special treatments. 

Monongahela - Tne Monongahela Area is depicted on E.xhibit A to the Monongahela 

Usage Agreement (the "MUA"). Exhibit G to the Transaction Agreement in Vo'ume 8. and is 

defined with greater particularity m Section 2 of the MUA. The CRC lines fonnerly a part of 

the Monongahela Railway will be operated by NSR. but CSXT will have equal access for 25 

years, subject to renewal, to all cun-ent and future facilities located on or accessed from the 

fonner Monongahela Railway, including the Waynesburg Southem. CSXT will bear all costs 

directl.v associated with operation of its trains and crews operating in the area. All other 

ope iting and maintenance expenses of the Area will be shared on a usage basis. Maintenance, 

repair and renewal of tfe infrastmcture of the Area will be the responsibility of NS. 

Chicago - i he CRC routes in the Chicago area that will be operated by CSXT ana NSR 

are depicted in Attachment II to Schedule I cf the Transaction Agreement. Both CSXT and NSR 

50 

50 



will have access to CRC s right;, conceming access to and use of BNSF's Willow Springs Yard, 

ihe Applicants will eMer into an agreement conceming their respective nghts as successors to 

Conrail and as pan.ies controlling the controlling shareholder in the Indiana Harbor Belt Railway 

("IHB"), provK..ng for the terms of their voting of the IHB stock owned by CRC and. as among 

themselves, their respective r ^ / • w i t h respect to the use of the IHB and its facilities, 

dispatching, and other maners. The IHB is a 51 % owned subsidiary of CRC. The stock of IHB 

will be a CRC-ietained asset See Agreement Relating to the Contractual Rights and Ownership 

Interest of Co.-solidated Rail Corporation with Respect to the Indiana Harbor Belt Railroad 

Company ("IHB Agreement"), Exhibit FF to the Transaction Agreement, in Volume 8. 

Certain trackage rights of CRC over the IHB will be assets assigned or made available 

to PRR to be operated by NSR, or assigned or made available to NYC to be operated by CSXT. 

For additional details, see the Verified Statement of John W. Orrison, presented in Volume 2A 

of this Application and the IHB Agreement, presented in Volume 8 of the Application. Mr. 

Ortison's statement describes the investments to be made by CSXT in the IHB and the benefits 

that will accme to all owners and users of the IHB as a result of the investment and plans of 

CS.X I with respect to it 

CSXT will operate CRC's 59th Street (Panhandle) Yard site. During the period of 

CS.XT's use of interim haulage between Chicago and Berea. CSXT will operate CRC s Park 

Manor (63rd Street) inteimodal facility. 

NSR and CSXT have agreed that should CSXT at some fumre date enter into a 

transaction under which it and BNSF are under common control. CSX may. at its option, 

purchase the Streator Line from Osbome. IN to Streator. IL. including dispatching control, for 
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it.; fair market value as agreed to by the parties or determined in arbitration. See Schedule 3 

to the Transaction Agreement, Volume 8 (the "Chicago Area Agreement") and the Verified 

Statement of William .M. Han in Volume 2A. 

CSXT and NSR have funhe." agreed to enter into an agreement to permit each of them 

to maintain current access and trackage rights enjoyed by them over terminal railroads in the 

Chicago Area, primarily by providing an option to the other if one of them acquires additional 

stock in any of these terminal railroads. See id. 

Ashtabula Harbor - In the Ashtabula Harbor area. NSR will have the right to operate 

and control CRC's Ashtabula Harbor facilities, with CSXT receiving use and access, up to a 

proportion of the total ground storage, throughput and tonnage capacity of 42%. CSXT will 

operate the interlocking at the crossing of the CRC Youngstown Line and Chicago Line 

Buffalo - Attachment II to Schedule 1 of the Transaction Agreement depicts the 

allocation of the routes in the Buffalo area. CSXT will operate Seneca Yard, and NSR will 

receive access to yard tracks in that yard sufficient for the origination and termination of trains, 

for the purpose of improved interchange with the South Buffalo Railroad. 

Cleveland. - Attachment II to Schedule 1 of the Transaction Agreement depicts the 

allv -aiion of routes in the Cleveland .Area. CRC's switching vard at Collinwood will be 

operated b> CSX and its Rockpon Yard will be operated by NSR. NSR will liave rights to 

constmct a connection in Eastem Cleveland to make direct moves between its present line to 

buffalo and the CRC Chicago line operated by it. using rights over CRC's Cleveland Short Line 

which is to be operated by CS.X. 
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Columbus. OH. -- Attachment II to Schedule 1 of the Transaction Agreement depicts the 

allocation of routes in the Columbus Area .NSR will operate CRC's Buckeye Hump Yard and 

CSXT will operate the former "Local Yard" and intennodal terminal at Buckeye. 

Erie, PA. — Norfolk and Western Railway Company ("NW "̂) will have a permanent 

easement and the right to build a track on the easement along the CRC right of way thiough 

Erie, P.A to be operated by CSXT NW will have trackage rights in Erie to connect its route 

from Corry to its existing Buffalo-Cleveland line if such corn ;ction can be achieved without 

using the CRC Buffalo-Cleveland line to be operated by CSXT. 

Fort Wayne, L\\ — CSX will operate the line between Fort Wayne and Chicago, 

currently owned by NSR. CSXT and NSR will divide CRC's space in iis Piqua Yard, part of 

which is already owned by NS and used by Triple Crow Terminal Operation; Triple Crown 

will retain its current space. 

Indianapolis, IN. -- Attachment II to Schedule 1 of the Transaction Agreement depicts 

the allocation of routes in the Indianapolis area. NSR will operate su.Ticient tracks in Hawthome 

Yard for the arrival, depam're and makeup of trains. NSR will have overhead trackage rights 

from Lafayette and Muncie to Hawthome Yard at Indianapolis to serve, via CSXT switch, 

shippers that presently receive service from two railroads. 

Toledo, OH. - CRC s Stanley Yard w ill be operated by CSXT and its Airline Junction 

Yard w ill be operated by NSR. 

Washington, D.C. - CRC s Landover Line in the Washington. D.C. area from 

Washington. D C, to landover. MD will be allocated to NYC and NSC will be given overhead 

trackage rights. In addition, as set forth below, NYC and PRR will be assigned, and CSXT and 

53 

53 



NSR will operate. CRC s rights with respect to freight operations over Amtrak's .Northeast 

Corridor ("NEC"). 

Allocation of Rights with Respect to Freight Operations Over Amtrak's SEC. - CRC's 

NEC overhead trackage rights north of New York (Perm Station) w ill be assigned to .NYC. Both 

NYC and PRR will have overhead rights to operate trains between Washington. D C. and .New 

York (Perm Station) limited, in certain castS. as set forth in the agreement found at Exhibit RR 

to the Transaction Agreemeni. Vol-ime 8. From Zoo Tower, Philadelphia, to Perm Station. NY, 

CRC's NEC rights to serve local customers will be part of the Retained .Assets and CRC will 

assign those rights to NYC and PRR, with NYC and PRR having equal access to all local 

customers and facilities. Between Washington, D C. at̂ d Zoo Tower. Philadelphia, CRC s NEC 

rights to serve local customers will be assigned to PRR. The right to serve local customers on 

the NEC north of New York (Penn Station) will be assigned to .NYC. 

For further information regarding the operation of Conrail assets by CSX and NS. see 

the CSX and NS Operating Plans in Volumes 3.A and 3B. respectively, of this Application, as 

well as the Transaction Agreement and related agreements, copies of which are provided in 

Volume 8 of this Application. 

d. Succession to Conrail Assets 

It IS the intent of the proposed transaction that the Allocated Assets conveyed to NYC 

and PRR w ill be operated for them by CSXT and .NSR, respectively, and that the> and Returned 

Assets made available by CRC to CSXT or NSR or both will be enjoyed and used by CSXT and 

NSR (subject to the terms of the goveming agreements) as if the cartier in question were itself 

CRC. It likewise is intended that tlie Shared Assets Areas will be used, enjoyed and operated 
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as fully by CSXT and NSR as if each of them was CRC The Board is being asked to so mle. 

See "Discussion of Relief Requested" and "Prayers for Relief." below in this connection, the 

freight operating rights of CRC on the NEC will be operated by CSXT and NSR as described 

in the Transaction Agreement a.-d Ancillary Agreements referred to therein. 

See (B) 2) of Section 1180.6(a)(7)(i/, "Nature and Terms of Proposed Transaction" for 

a discussion of Existing Transportation Contracts, which are to be Allocated Assets. 

4. The Continuing Conrail Activities 

As stated above in this Section 1180.6(a)(7)(i). CSXT and NSR wi'l. from the Closing 

Date forward, be responsible for all of the operating expenses and new liabilities attributable to 

the assets which they are operating. However, it is expected that most of the pre-Closing 

liabilities of CRC. its parent CRR and their subsidiaries will remain in place. 

As set forth in the Joint Verified Statement of Will am H. Spartow and William J. Romig 

in this Volume 1. CRC wi'. pay its pre-Closing Date liabilities, including its debt obligations, 

out of payments received, either directly or through N"̂ 'C and PRR. from CSXT and NSR in 

connection with the Allocated Assets and the Shared Assets Areas which payments are described 

below Applicants intend and expect thi.: such payments will be more than sufficient to pennit 

CRC and its Subsidiaries to (1) cover their operating, maintenance and other expenses. (2) 

discharge and pay all of their obligations as they mature, (3) provide dividends to CRR sufficient 

to pennit it to discharge its debts and obligations as they mamre. and (4) receive a fair return 

for the operation, use and v-njoyment of CSXT and NSR of the Allocated Assets and Shared 

Assets Areas. However, if for any reason (and none is presently foreseeable) these sources of 

funds to CRC. its Subsidiaries and CRR prove insufficient to permit them to pay and discharge 
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their obligations, NS and CSX have agreed in the Transaction Agreement (Section 4.3) that CRR 

Holdings sliall provide to CRC the necessary funds. Any such additional capital contributions 

will be maoe by NS and CSX in the proportion 58% and 42% respectively. NS and CSX have 

paid in excess of $10 billion for Conrail. and there is ro realistic likelihood that they would 

permit this valuable asset to fall into bankruptcy as long as NS and CSX themselves have the 

resources to prevent it. 

Under the various agreements, CSXT and NSR will make payments to NYC and PRR 

with respect to the Allocated Assets and will make payments to CRC with respect to the Shared 

Assets Areas. With regard to the Alloc ued Assets. CSXT and NSR will be responsible for all 

the operating expense*̂ , .maintenance costs, taxes other than income taxes, and new liabilities 

attributable to the assets each will be operating. In audition, the Allocated Assets Operating 

Agreements provide that CSXT and NSR will each pay to NYC and PRR respectively an 

Operating Fee for the privilege of operating, and retaining all revenues and profits from, the 

.Allocated .As.sets. The Operating F̂ e in each case will be based on the fair market rental value 

for such assets, to be determined by an independent appraiser selected by CSXT and NSR. 

CSXT and NSR will also lease equipment from NYC and PRR ai u make fair market lease 

pav ments for such leases. The Transaction Agreement further provides that the total operating 

fees a.'d equipment iease payments to PRR and NYC shal be allocated initially as of the Closing 

Date between NSR and CSXT in the ratio 38:42. 

The Shared Assets Areas Operating Agreements aiso require CSXT and NSR to make 

pavments to CRC to cover CRC's operating and maintenance expenses and taxes other than 

income taxes; CSXT's and NSR's respective shares of such payments will be detemjined on a 
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usage basis. CSXT and NSR will be required to make equal payments to cover CRC's capital 

expenditures and to pay an interest rental (the "Interest Rental") based on a fair return on the 

fair market value of the Shared Assets Areas, to be determined by an independent appraiser 

selected by CSXT and NSR The Interest Rental will be paid by NSR and CSXT in the ratio 

58:42. 

The Transaction Agreement contains an estimate by CSX and NS that the total of the 

operating fees for the NYC Allocated Assets and the PRR Allocated Assets, the Interest Rental 

for the Shared Assets Areas, and the base rent under equipment leases from CRC to CSXT and 

NSR. will be $750 million per annum. While tliat estimate is not binding, the parties believe 

that it constimtes a reasonable estimate The actual amounts will be determined following the 

valuation process through the appraisal referted to above, which will be conducted prior to the 

Closing Date. Revaluations will take place at six-year intervals following the Closing Date and 

may result in revision of the 58:42 ratio. 

Although the determinations of the fair market rentals for the NYC Allocated Assets and 

the PRR Allocated Assets and the Interest Rental for the Shared Assets Areas have not yet been 

made. NS and CSX expect that those amounts and the usage fees under the Shared Assets Areas 

Operating Agreements will be more than sufficient to permit CRC. its Subsidiaries and CRR to 

pny all of their operating and maintenance expenses and laxes, to pay all of their obligations as 

they mamre and to provide NYC. PRR and CRC a fait ;emm for the Allocated Assets and the 

Shared Assets Areas. 

The headquarters of CRR and CRC are located in Philadelphia. At the present time, the 

anticipated employment level in the Philadelphia area following the Division of CoiJ-ail is 
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approximately 350 people. This would include Conraii employees who would be managi.ng and 

operating trains for NS and CSX the employees )n the local Shared Assets Area, and the 

management persormel for the continuing Coru-ail functions. In addition, each of NS and CSX 

anticipates establishing a regional headquarters-type function in Philadelphia that will include 

such activities ss operations, industrial development, sales and marketing, freight claims, and 

other traditional railroad administrative activities. The number of personnel necessary to carry 

on these functions has not yet been determined, but it would be in addition to the 350 mentioned 

above. 

Upon the Division, it is intended that CRC will no longer hold itself out to the public 

as performing transportation services directly and for its own account, and will not enter into 

any contract (other than w ith CSXT or NSR) for the performance of transportation .services, but 

that all the transportation services performed by CRC will be performed as agent or 

subcontractor of CSXT or NSR. 

For the assets to be retained by CRR and CRC, further information as to the treatment 

of CRR's and CRC's liabilities, and CRC's role in the Shared Assets Areas, see "B. Division 

of Conrail - 2b. Retained Assets"," "2c. Lia^^ilities," and "3b, Shared Assets Areas and 

Operating Agf^'ments," above. 

C. Abandonments. In accordance with Decision No. 7, served May 30. 1997 

("Decision No. 7"). CSX and CRC are submitting in Volume 5 of this Applicat-on a 

control-related abandonment not ce of exemption with respect to one CRC line segment totalling 

approximately 29 miles, and NS is submitting control-related abandonment and/or notices of 

exemption with respect to four NSR line segments totalling approximately 50 miles. 
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D. Construction Projects/Connections. Certain constmction projects to be undertaken 

in connection with the proposed transaction, such as terminal constmction and connections, are 

described in the CSX and the NS Operating Plans (Exhibit 13 in Volumes 3A and 3B, 

respectively) and the CSX and NS Environmental Report (Exhibit 4 in Volume 6 of this 

Application). In Volume 5 of this Application. CSX and NS have inc'uded 10 notices of 

exemption and 12 petitions for exemption relating to these constmction projects. 

On May 2. 1997. CSX and Conrail (CSX-1) and NS (NS-1) filed Petitions for Waiver 

of 49 C.F.R § 1180.4(c)(2)(vi) as that provision relates to seven "first day" connections the 

Applicants proposed to constmct prior to Board approval of the Primary Application. In their 

petitions, .Applicants requested that the Board waive the requirement that all constmction projects 

related to the primary transaction be evaluated as a related application. Their petitions addressed 

only the constmction of these wonneciions and not the operating rights that would result if the 

Board were to grmt the Primary Application. 

In Decision No. 9, served June 11. 1997, the Board granted the two petitions, thereby 

allow ing the Board to consider constmction of these seven connections (Sub-Nos. 1-7) prior to 

Its consideration of operating rights over these cormections, and accordingly the related notices 

and petitions included in '̂olume 5 of this Application and addressed in Sub-Dockets Nos. 1 

through 7 should be considered only as to operating rights when the Board reviews the Primary 

.Application. 

E. Relocation. In Volume 5, Norfolk and Westem Railway Comoany ("NW"), a 

wholly-owned subsidiary of NSR. has submitted a verified notice of exemption for a joint project 

involving relocation of NW's rail line mnning down 19th Street at Erie, PA to a parallel railroad 
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right-of-way cunently ow ned and operated by CRC that is to be operned by CSXT pursuant to 

the transaction fcr which approval is sought in the Primary Application. 

F. Fort Wavne. IN Line Traasfer. In Volume 5, CRC and NW have submitted a 

petition for exemption for the transfer a line of railroad between Milepost 319.2 at Tolleston 

(Gary). I.N and Milepost 441.8 at Fort Wayne. IN from NW to CRC in a like-kind exchange fcr 

CRC's transfer to NW of CRC's line between Milepost 6 3 at Osbom. IN and Milepost 33.2 

at Schneider. IN and Milepost 56.4 at Wheatfield. IN and .Milepost 186.0 at Moronts. IL. 

G Trackage Rights. In Volume 5 of this Application. CSXT and NW have included 

six notices of exemption for instances where they are granting each other trackage rights over 

curtent CSXT or NW lines. NW and The Baltimore and Ohio Chicago Terminal Railroad 

Company ("BOCT ) have included one notice of exemption, also included in Volume 5. under 

which BOCI IS granting NW irackage rights over an existing BOCT line. Finally. BOCT and 

.NW have included one notice of exemption for BOCT to grant NW trackage rights over an IHB 

line for which BOCT has the authority pursuant to an agreement with IHB to grant trackage 

rights to third parties. 

H The Lakefront Dock and Railroad Terminal Companv. .As part of the Division of 

the operation of Conrail's assets. NYC will be assigned CRC's 50% interest in The Lakefront 

Dock and Railroad Terminal Company ( LD&RT"), a terminal railroad in which CSXT and 

CRC eacii currently holds 50% interest. .As a result, following the Division. CSX will hold a 

controlling interest in LD&RT. CSX is submitting in Volume 5 of this Application, an 

application with respect to CSX's control of LD&RT. 
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I . Albanv Port Railroad. CRC's 50% stock interest in Albany Port Railroad 

Corporation ("APRC"). a switching and terminal railroad in which CRC and D&H Corporation 

(an affiliate of Canadian Pacific Limited) each cunently holds a 50% interest, will be allocated 

to NYC, and will be one of the assets in the Operating Agreement between NYC and CSXT. 

CSX is submitting, in Volume 5 of this Application, a petition for exemption, to the extent 

required, with respect to CSX's control of APRC-. 

SECTION 1180 6(a)(7)(ii) 

AGREEMENTS - EXHIBIT 2 

Agreements pertaining to the proposed transaction are listed in Exhibit 2 to this Volume. 

Copies of these Agreements are provided in Volume 8 of this Application. 

SECTION 1180.6(a)(7)(iii) 

DESCRIPTION OF RESULTING COMPANY 

Pursuant to the Merger Agreement, on June 2. 1997. Merger Sub was merged with and 

into CRR. with CRR as the surv iving corporation. As illustrated in the Post-Transaction Chan 

that appears in Section n80.6(a)(l)(!), "Summary of Transaction." as a result of the Merger. 

CSX and NS are indirect owners of CRR. CRR is a Pennsylvania corporation and is a direct 

wholly-owned subsidiary of Tender Sub. and an indirect wholly-owned subsidiary of CRR 

Holdings. CRR Holdings, a Delaware limited liability company, in tum is controlled equally 

b\ CSXC and NSC. The capitalization of CSXC and NSC following the proposed transaction 
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is presented in the pro forma balance sheets in Appendix C and Appendix G, respectively, of 

this volume. 

See Section 1180.6(a)(7)(i). "Nature and Terms of Proposed Transaction," for a more 

detailed description of the resulting company. 

SECTION 1180 6(a)(7)(iv) 

COURT ORDER - EXHIBIT 3 

Not applicable. No Applicant is a tmstee, receiver, assignee, or personal representative 

of a real party in interest. 

SECTION ! 180.6(a)(7)(v) 

PROPERTY INCLUDED IN PROPOSED TRANS.ACTION 

The propose i transaction involves the purchase by CSX and NS. by and through their 

subsidiaries, of all of the stock of CRR. the division of all of Conrail's lines and assets 

(including the Eon Wayne Line that Corjail will receive in exchange with NSR for Conrail's 

Streator Line), and the operation or use of certain of those lines and assets by CSX and .\S 

separately, and of other of those assets by CSX and NS jointly. See the CSX and NS Opera'ing 

Plans in Volumes 3A and 3B. respectively, of this Application and the Transaction Agreement 

for a description of the division of the Conrail assets; see the Application in Sub-No. 24 for a 

description of the Fort Wayne Line. 

Conrail's 21 807% stock interest in TTX Company (formerly TraiL-i Train) will be 

allocated between NYC and PRR. NYC will receive 10.125 %, and PRR will receive 11.682%. 
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In addition, PRR will be allocated 100% of the issued and outstanding capital stock of 

TCV, Inc. (which owns a 50% partnership interest in Triple Crown Services Company, which 

Conrail acquired from NS in 1993). 

SECTION 1180.6(a)(7)(vi) 

DESCRIPTION OF PRINCIPAL ROUTES 

A general description of the principal routes of CSX. NS and Conrail, the termini of the 

lines involved and their main line and branch line mileage is set forth below. The Exhibit 1 

maps in the pocket at the end of this Volume depict the principal points of interchange on the 

routes of the two expanded carriers. 

CSX. CSX operates approximately 18.504 route miles and 31,961 track miles of railroad 

in 20 states east of the Mississippi River and in Ontario. Canada. Of that total, approximately 

1.607 miles are operated under trackage rights while the remaining mileage is either owned or 

operated under contract or lease. CSX does not separate its railroad system on a basis of main 

line versus branch line mileage. 

CSX has principal route to, and serves, virtually every major metropolitan area east of 

thie Mississippi River, from Chicago. St. Louis, Memphis, and New Orleans on the West to 

Miami, Jacksonville, Charleston, Norfolk, Washington, D C . and Philadelphia on the East. 

Other major metropolitan areas served by CSX include Atlanta. Nashville, Cincinnati, Detroit, 

Pittsburgh Baltimore. Charlotte. Birmingham, and Louisville. CSX interchanges traffic with 

other railroads at virtually all ô  'he aforementioned locations and at numerous other points on 

its railroad system. 
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NS. NS operates approximately 14.282 route miles and 25,236 track miles of railroad 

in 20 states, primarily in the South and the Midwest, and the province of Ontario, Canada. Of 

that total, approximately 1,520 miles are operated under trackage rights while the remaining 

mileage is either owned or operated under contract or lease. NS does not normally separate its 

railroad system on a basis of main line versus branch line mileage; however, arbitrarily t̂ cfining 

branch lines as those lines that have less than 5 million gross-ton-mile annually will result in the 

NS system being comprised of 68% main lines and 32% branch lines. 

NS has routes to. and serves, virmally every major market in an area that stretches from 

Kansas City. MO in the Midwest to Norfolk. VA in the East to Chicago, IL and Buffalo. NY 

in the North to New Orleans, LA and Jacksonville. FL in the South. These markets include 

Memphis. Chattanooga and Knoxville. TN: St. Louis. MO: Fort Wayne. IN; Detroit; Toledo, 

Cincinnati. Columbus, and Cleveland. OH; Louisville and Lexington. KY; Bluefield. WV; 

Alexandria. Roanoke. Lynchburg, and Richmond, VA; Winston-Salem. Raleigh. Durham, 

Charlotte, and Moreliead City. NC; Greenville, Spartanburg, Columbia, and Charleston, SC-

Atlanta. Macon. Valdosta. and Savarmah. GA; Bessemer. Birmingham. Montgomery, and 

Mobile, AL; Des Moines. lA; and Peoria. Springfield, and Decatur. IL. NS interchanges traffic 

with other railroads at virtually all of the locations mentioned above and at numerous other 

locations on its railroad system. 

Conrail. Conrail operates approximately 10.500 miles of railroad in the Northeast and 

Midwest. This consists of approximately 5,520 miles of mainline and 4.980 miles of branchline. 

The primary network of Conrail forms an "X" connecting Chicago (via the Chicago Line) 

and East St. Louis (via the St. Louis and Indianapolis Lines) in the West, with Boston. New 
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York, and Northern New Jersey (via the "Chicago Line" and other main lines), and with 

Pittsburgh, Harrisburg. New Jersey. Philadelphia, Baltimore, and Washington. DC (via the 

"Pittsburgh Line" and other main lines) in the East. The "hub" of the "X" is located in, and 

about. Cleveland. OH. 

The Chicago Line extends between Chicago and the Albany, NY area and connects there 

(through the Selkirk Branch) with the River Line (serving North Jersey via the west shore of the 

Hudson River), the Hudson Line (through which Conrail reaches New York and Long Island), 

and the Boston Line (which extends to Boston and via which Conrail serves New England). 

Otlier important routes contiguous to the Chicago Line include the Detroit Line (between 

Detroit and a connection with the Chicago Line at Toledo), the Michigan Line (the portion 

between Detroit and Kalamazoo), and the Kalam.azoo Secondary and Branch (between 

Kalamazoo, MI and Elkhart, IN on the Chicago Line), the Montreal Secondary (between 

Syracuse, NY and Adirondack Junction. Quebec), and the Southem Tier b̂etween Buffalo. NY 

and Croxton. NJ). 

The St. Louis Line extends between East St. Louis. IL and Indianapolis, IN connecting 

there witli the Indianaoolis Line which, in turn, extends between Indianapolis and the Cleveland 

â z? '̂ f'onnection with the Chicago Line). Conrail's Cincinnati Line (between Cincinnati and 

Columbus) and its Columbus Line (between Columbus and Gaiion, OH, on the Indianapolis 

Line) and the Scottslawn Secondary Track (between Columbus and Ridgeway. OH. on the 

Indianapolis Line) all accommodate traffic flows between other parts of the Conrail system and 

Cincinnati. Columbus and/or Conrail points served via the West Virginia Secondary Track 

between Columbus and the Kanawha Valley of West \'irginia. 
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Conrail's principal interchange points are in Chicago. East Si. Imis and Salem, IL (via 

UP trackage rights between Salem and St. Elmo on the St. Louis Line): Streator IL; Cincinnati; 

Hageistown, MD: and Wash ,.j»on, D C. Other important interchange points include 

Effingham. IL: Fort Wayne. IN; Toledo and Columbus. OH: Buffalo and Niagara Falls, NY; 

Montreal. Quebec; Rotterdam Junction, NY; and Worcester (including Barbers), MA. 

SECTION 1180.6(a)(7)(vii) 

GOVERNMENTAL FINANCIAL ASSISTANCE 

No govemmenia! financial assistance is contemplated in the proposed transaction. 

SECTION 1180.6(a)(8) 

ENVIRONMENTAL D.ATA - EXHIBIT 4 

The CSX and NS Environmental Report. E.xhibit 4. appears in Volume 6 of this 

Application. The Environr lental Report demonstrates that the transaction will result in 

significant fuel savings and reduction of pollutant emissions as a result of tmck-to-rail 

diversions. Adverse localized environmental effects will be minimal. Pursuant to the Board's 

regulations at Section 1105.10(d). CSX and NS have engaged third party consultants to work 

with the Board's Section of Environmental Analysis to produce appropriate environmenul 

documentation with respect to this Application. 
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SECTION 1180.6(b)(1) 

FORM 10-Ks - EXHIBIT 6 

Pursuant to Decision No. 7, Forms 10-K for the year ended December 27, 1996 for 

CSXC and CSXT and Forms 10-K for the year ended December 31, 1996 for NSC. NSR, CRR 

and CRC. in each case filed with the Securities and Exchange Commission ("SEC") (Exhibit 6) 

are submitted in Volume 7 of this Application. 

SECTION 1180.6(b)(2) 

FORM S-4 - EXHIBIT 7 

In Decision No. 7. the Board waived the requirement that each Applicant cartier file past 

Form S-4s. However, following the date of service of Decision No. 7. CSX filed a Form S-4 

on June 3, 1997 with the SEC. The Form S-4 is submitted in Exhibit 7 in Volume 7 of this 

Application The SEC Schedule 14D-ls, and all amendments thereto, that CSX and NS filed 

in connection with their .separate and joint tender offers for CRR common stock are also 

submitted in Exhibit 7 in Volume 7. Financial information relevant to this proceeding is also 

contained in the Form 10-Ks and aiuiual repo...s submitted in Exhibits 6 and 9, respectively, in 

Volume 7. 

SECTION 1180.6(b)(3) 

CHANGE IN OWNERSHIP OR CONTROL - EXHIBIT 8 

There have been no changes in ownership or control of CSXT, NSR or CRC since their 

most êcent Forms R-I. for 1996. except that al. of the common stock of CRR is curtently held 

in tl;e CSX/NS Voting Tmst. pursuant to the Board's regulations, to avoid unauthorized control 
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pending Board review of this Application. See Sections 1180.6(a)(l)(i), "Summary of 

Transaction", and 1180.6(a)(7)(i). "Namre and Terms of Proposed Transaction," above. CRR 

remains under the control of its board of directors, elected prior to the establishment of the 

CSX/NS Voting Tmst or the separate voting tmsts of CSX and NS which preceded it. 

Current directors of CSXT are: 

Mark G Aron 
Gerald L. Nichols 

Alvin R. Carpenter 
John W. Snow 

Paul R. Goodwin 
Michael J. Ward 

Current directors of NSR are: 

James C. Bishop Jr. 
L.I . Prillaman 

David R. Gooĉ  
Stephen C. TobiuS 

Jon L. Manetta 
Henry C. Wolf 

Current directors of CRC are: 

David M. LeVan 
Daniel B. Burke 
E. Bradley Jones 
Gail J. McGovem 

H. Furlong Baldwin 
Kathleen Foley Feldstein 
David B. Lewis 
Ravmond T. Schuler 

Claude S. Brinegar 
Roger S. Hillas 
John C. Marous 
David H. Swanson 

In 'Decision No. 7. the Board granted Applicants' request that they be permitted to 

provide lists of only the top six officers of CSXT. NSR and CRC and their majority-owned 

subsidiaries in order to comply with Section 1180.6(b)(3)'s requirements as to officers. Such 

information as of June 3. 1997 appears in E.xhibit 8 in this Volume. 
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SECTION 1180.6(b)(4) 

ANNUAL REPORTS - EXHIBIT 9 

In accordance with Decision No. 7. Applicants are submitting as Exhibit 9 in Volume 7 

of this Application copies of the two most recent annual rejwrts to stockholders of CSXC, NSC, 

NSR and CRR (for 1995 and 1996). 

SECTION 1180 6(b)(5) 

RELEVANT ISSUES - EXHIBIT 10 

The issues relevant to the proposed transaction, in Applicants' opinion, are: 

(1) rhe effects of the proposed transaction on competition among rail carriers east 

of the Mississippi and in the national rail system; 

(2) The effects of the proposed transaction on the adequacy of transportation service 

to the public: 

(3) The effects of the proposed transaction on the efficiency with which rail serv ices 

are provided, and the resources consumed in providing such services; 

(4) The effects of the proposed transaction on intermodal competition; 

(5) The effects of the proposed transaction on the national highway system; and 

(6) The effects of the proposed transaction on shippers and the national economy. 

These issues are addressed throughout the Application. 
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SECTION 1180.6(b)(6) 

CORPORATE CHARTS - EXHIBIT 11 

Exhibit 11 m this Volume 1 presents corporate charts setting forth the information 

required by Section 1180.6(b)(6). as waived in part by the Board in Decision No. 7. 

SECTION 1180 6(b)(6)(i) 

STATEMENT OF COMMON OFFICERS AND DIRECTORS 

In Decision No. 7, the Board granted Applicants' request for a waiver of the requirement 

that they submit a statement indicating common officers and directors among Applicant cartiers 

and al! affiliates and subsidiaries and also companies controlling Applicant carriers directly, 

indirectly or tfu-ough another entity. The Board permitted Applicants to list only officers and 

directors who are (a) common to CSXC (including majority-owned subsidiaries); and CRR 

(including majority-owned subsidiaries); (b) common to .NSC (including majority-owned 

subsidiaries): and CRR (including majority-owned subsidiaries); (c) common to both CSXC 

(including majority -owned subsidiaries) and NSC (including majority-owned subsidiaries); or (d) 

common to (ii either CSXC. NSC. CRR. or any of their majority-owned subsidiaries, on the one 

hand, and (ii) and any carrier outside the CSX. .NS and Conrail corporate families, on the other 

hand. .Applicants confinn that there are no such common officers or directors. 
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SECTION 1180.6(b)(6)(ii) 

CARRIER STATUS LIST 

Table 1180.6(b)(ii) attached hereto indicates which of the companies included in the 

"Corporate Charts" provided under Section 1180.6(b)(6) above are carriers. For those 

companies that are carriers, the table also indicates the carrier mode and provides the certificate 

and docket number information required by Section 1180.6(b)(6)(ii). 

SECTION 1180.6(b)(7) 

INFORMATION ON NON-CARRIER APPLICANTS 

CSXC is a holding company that was inccrf orated in Virginia in 1978 and is 

headquartered in Richmond. Virginia. CSXC s transportation holdings include CSX 

Transportation, Inc. and CSX Intennodal. Inc. CSXC also owns Sea-Land Service. Inc.. a 

container shipping traasponation and logistics company: American Commercial Lines. Inc.. a 

provider of barge transportation and an operator of marine constmction facilities, river terminals 

and communications services; and Customized Transportation. Inc.. a provider of dedicated 

contract logistics services. 

CSXCs non-transportation holdings include resort hotels such as The Greenbrier, a resort 

-n West Virginia, and Grand Teton I^dge Company, a resort in Wyoming. CSXC also owns 

CSX Real Property Inc.. which is responsible for sales, leasing and development of CSX-owned 

properties. CSXC holds a majoritv interest in Yukon Pacific Corporation, which promotes 

constmction of the Trans-Alaska Gas Svstem. 
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NSC was incorporated in Virginia in 19o0 and has its headquarters in Norfolk, Virginia. 

NSC is a holding company that owns and controls Norfolk Southem Railway Company and 

North American Van Lines, Inc.. a motor cartier that provides household moving and 

specialized freight handling services. 

NSC's other noncartier subsidiaries principally engage in acquisition and leasing of coal, 

oil. gas and timberlands, development of real estate, and leasing or sale of rail property and 

equipment NSC owns and controls Pocahontas Land Corporation, a natural resources company 

that manages approximately 900,000 acres of coal, natural gas and timber resources located in 

the southem and midwestem United States. NSC also owns NS Fiber Optics, Inc., NS 

Transportation Brokerage Corporation. NS Crown Services. Inc. and TCS Leasing, Inc. 

The creation of CRC was authorized through an Act of Congress in 1973. CRC, now 

a Pennsylvania corporation, was formed as a Delaware corporation and began operations in 

1976 CRC became an independent, private sector corporation in 1987 when the federal 

government soL its ownership interest in CRC through a public offering. CRR is a 

Pennsylvania holding company that was formed in 1993. when the shareholders of CRC voted 

to form a holding company. CRR is headquartered in Philadelphia, Pennsylvania, and CRC is 

a wholly-owned subsidiary of CRR. CRC is CRR's only significant subsidiary and primary 

asset. 
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SECTION 1180.6(b)(8) 

STATEMENT OF DIRECT OR INDIRECT 
INTERCORPORATE OR FINANCIAL RELATIONSHIPS 

In Decision No. 7. the Board held that Applicants could complv with Section 

1180.6(b)(8) by describing those relationships involving ownership by Applicants or their 

affiliates of more than 5% of a non-affiliated cartier s stock, including those relationships not 

disclosed elsewhere in this Application in which a group of people affiliated with Applicants own 

more than 3% of a non-affiliated cartier's stock. There are no such relationships. 

SECTION 1180.7 

MARKET I.MPACT ANALYSES - EXHIBIT 12 

CSX and NS have individually prepared separate market impact analyses. Those analyses 

reflect the independent judgment of CSX and NS marketing personnel. Coordination between 

CSX and NS with respect to them was limited to the following matters deemed necessary for the 

orderly presentation of information in the Application: (1) CSX and NS jointly requested ALK 

Associates. Inc. to allocate 1995 Conrail traffic between CSX and NS for purposes of 

determining each partv's share of Conrail's 1995 revenues and expenses for use in pro forma 

financial statements and as a starting point for each party's rail traffic diversion smdies; (2) to 

minimize the risk that the separate traffic smdies would result in significant double counting of 

traffic, which could have consequences for the Board's analysis of labor and environmental 

impacts. CSX and NS assumed for purposes of those sntdies that the Conrail traffic allocated 

bv .ALK to one cartier would not be diverted to the other; and (3) CSX and NS agreed to 
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present jointly the sum of their separate estimates of the revenue im -)act of traffic diversions on 

other cartiers. (See part 3 of Exhibit 12.) 

1. CSX Marliet Impact Analyses 

CSX performed detailed analyses and smdies of the effects of the proposed transaction 

on intramodal and intermodal competition. CSX analyzed the commercial implications of these 

effects on CSX. its curtent and potential customers, and other railioads These analyses draw 

upon diverse resources, including CSX marketing personnel and consultants and economists with 

expertise in r. il and tmck transportation The ana'yses performed by CSX are summarized in 

the paragraphs below, which include references to the Verified Statements and supporting 

materials that constimte the analyses themselves. 

a. Impacts of the Transaction on Intramodal Competition 

The overall impact of the proposed transaction will be intensified competition between 

rail cartiers CSX and NS curtently compete vig -)rously th'oughout large portions of the 

Southeast and Midwest for traffic in all major commodity groups. See Anderson V.S.; Jenkins 

V S.: Sharp \ ' S.: Hawk V S. The transaction will introduce additional competition between 

these two strong cartiers into important commercial areas, including Philadelphia/Southern New 

Jersey and metropolitan New York Northerti New Jersev. See Kalt V S. The creation of an 

extended, more efficient CSX rail network will enhance CSX's ability to compete with NS and 

other rail cartiers bv offering improved service and new. single-line rail routes to many 

commercial areas. Kalt \ ' S.. Jenkins \ .S. 

The allocation of the operation and use of Conrail lines and fa;ilities between CSX and 

NS resulted in only limited instances in which facilities that were served bv two rail cartiers 
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prior to the transaction would be served by one carrier following the transaction. CSX will 

provide trackage or haulage rights that will allow for altemative rail service to facilities that 

CSX has identified that otherwise would be solely rail-served by CSX as a result of the 

transaction. Hart V S. 

b. Impacts of the Transaction on Intermodal Competition 

The transaction will result in intensified competition between CSX and tmcks because 

CSX will be able to offer improved se:vice and extended single-line hauls that will present 

attractive commercial options to ma iy curtent tmck customers. Tmcks are curtently the 

dominant mode of freight transport?.ion in the eastem United States. Gaskins V.S.; Anderson 

V.S.: Jenkins V S. Interline rail service is particularly ineffective in competing with tmck 

movements on both carload and containerized traffic because of the delays and higher costs 

resulting from the need to interchange traffic between rail cartiers. Gaskins V.S.; Jenkins V.S. 

The transaction will create new single-line CSX routes in major North-South cortidors (1-95, 

1-85, 1-75) that w ill allow CSX to capmre significant volumes of both carload and intermodal 

traffic. Network efficiencies and route restmcturing v ill enhance CSX's ability to compete with 

tmcks over other portions ô  / s system. CSX estimates that the diversion of tmck traffic to 

CSX's rail lines will result in reduced transportation costs of $166 million per year in the near 

term and public savings in the form of reduced highway wear of $50 million per year. Gaskins 

V S 
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c. CSX Traffic Studies 

CSX performed traffic studies to estimate the impacts of its ability to offer more efficient 

and competitive rail service. The smdies fell into two categories: (1) rail traffic diversion 

smdies and (2) highway traffic diversion smdies. 

i . Rail Traffic Studies 

As a predicate for its rail traffic diversion studies. CSX asked ALK .Associates to identify 

the 1995 Conrail traffic allocated to CSX oased on the CoiFail lines and facilities to be operated 

by CSX. ALK made the allocation using the STB s 1995 Waybill sample, augmented with 

Conrail traffic data reflecting Canadian terminations. See Rosen V S. 

CSX performed four different traffic smdies to estimate rail traffic, in addition to CSX's 

allocated portion of 1995 Conrail traffic, that CSX could expect to win from other rail carriers 

as a result of its more efficient post-transaction route structures. 

(1) A smdy of certain coal, coke and iron ore traffic was undertaken by CSX coal 

marketing personnel. A key part of this smdy focused upon the Conrail-served electric utilities 

located on lines to be operated by CSX and on potential movements of coal that would originate 

on the former Monongahela lines. The results of this smdy. presented in Mr. Sharp's Verified 

Statement, show an estimated S58.1 million in incremental CSX coal revenues by the year 2000 

as a result of the transaction. 

(2) Movements of coal, coke and iron ore not included by CSX coal marketing personnel 

in their study were studied by ALK. using ALK's computerized traffic diversion model. This 

smdv estimated that CSX would lose revenue in the amount of $5.6 million on the traffic 
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snidied. Rosen V S. The net results of the two smdies yield a revenue gain from coal, coke 

and iron ore of $52.5 million Sharp V S. 

(3) CSX automotive marketing personnel performed a separate study of the impact that 

combining CSX with Conrail assets to be operated by CSX would have on CSX's automotive 

traffic. This smdy estimated revenue gains on CSX's automotive traffic of $15.4 million. Hawk 

V S 

(4) ALK performed a separate smdy of the impact that combining CSX with Coru-ail 

assets to be operated by CSX would have on CSX's general merchandise traffic. This study 

used ALK's computerized traffic diversion model. It resulted in esthnaied revenue gains of 

$79.0 million. 

i i . Highway Traffic Studies 

CSX undertook two saidies that were designed primarily to estimate highway traffic that 

CSX could expect to attract to its new, more efficient rail network incorporating Conrail assets 

to be operated by CSX. 

(1) CS.X marketing personnel aiialyzed highwav traffic (and a limited amount of barge 

traffic) that could be expected to move in rail cars (as distinct from trailers or containers moving 

on flatcars) following the transaction. This tmck.'barge-to-rail carload smdy resulted in an 

es'.imate of S42.3 million in revenue gains. Jenkins V.S. 

(2) Reebie Associates, working in conjunction with CSX intermodal marketing 

personnel, analyzed highway traffic that would be potentially divertible to CSX intermodal 

service as a result of the creation of the new CSX rail network. This study estimated that CSX 

will attract an additional 321.000 intermodal ''nits (containers and trailers) to its rail system 
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within the first three years following the transaction, yielding revenue gains of approximately 

$158.1 million.'^ 

In addition to the Reebie smdy. Dahus W. Gaskins. Jr.. a leading transportation 

economist and former chief executive of Burlington Northem Railroad Company, conducted a 

study of tmck traffic potentially available to the CSX system over the longer term. e.g.. five to 

ten years. Dr. Gaskins estimates a freight transportation oppormnity of up to $818 million that 

could be realized by diverting highway traffic to single-line CSX carload and intermodal service. 

Because this estimate contemplates a time period that extends beyond the time horizons of typical 

traffic smdies, including other tiaffic smdies conducted by CS.X for this application. CSX is not 

presenting Dr. Gaskins' estimate as part of its projected revenue gains for purposes of the 

Application. However, Dr Gaskins' estimate is a useful measure of the long-term oppormnity 

presented to CSX through the creation of an efficient rail network that reaches all major 

commercial areas in the eastem United States 

Sutnmary of CSX Projected Revenue Gains 

Coal, coke and iron ore $52.5 million 

Automotive $15 4 million 

General Merchandise $ 79.0 million 

Highway to Carload S 42.3 mi'lion 

Highway to Intermodal $158.1 million 

Total $347.3 million 

2 CSX considered the possibility that it might divert existing rail intermodal traffic from other 
carriers as a result o*" the transaction but concluded that there would be no such diversions. 
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2. NS Mariiet Impact Analysis 

Three smdies were prepared for NS to measure the intramodal and intermodal impacts 

of the proposed transaction. A rail car diversion smdy was performed by John H. Williams, a 

coal impact smdy by John William Fox and a highway diversion smdy by Patrick J. Krick. The 

competitive effects of the proposed transaction are also discussed in the vfified statements of 

Thomas M. Corsi. Barry C. Hartis and Charles Wilkins and the following NS officers: L.I . 

(Ike) Prillaman. David A. Cox. Thomas L. Finkbiner, John William Fox, Jr., James W. 

McClellan and Donald W. Seale. 

a. Impacts of the Transaction on Intramodal Competition 

The proposed transaction will create two competitively balanced rail systems serving 

most major markets in the East. Each system will offer i's shippers the benefits of single-line 

service, expand the market reach of their custo nets and compete throughout the East. There 

will be more direct rail-to-rail competition in major commercial areas such as Detroit, northem 

New Jersey and southem New Jersey. Additional benefits flowing from the transaction include 

better equipment utilization, lower costs and enhanced prospects for industrial development. 

Prillaman V.S.; Fox V.S,; Seale V.S.; Cox V,S.; Wilkins V,S. 

One indication of the competitively balanced networks created by the transaction is the 

estimated post-transaction share of historical eastem rail traffic (Attachment DWS-3, Seale 

V.S.): 
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Coal, Coke & Iron Ore 50.3% (NS) v. 49.7% (CSX) 

Intemiodal 55.1% (NS) v. 44.9% (CSX) 

Automotive 51.4% (NS) v. 48.6% (CSX) 

Chemicals 41.2% (NS) v. 58.8% (CSX) 

Metals & Constmction 47.6% (NS) v. 52.4% (CSX) 

Paper. Clay Forest 49.5% (NS) v. 50.5% (CSX) 

Agriculmre & Consumer 46.3% (NS) v. 53.7% (CSX) 

The transaction also has a beneficial "network" effect. Like other network industries, 

railroads have demand and costs stmcmres that are significantly affected by economies of scope, 

scale and density. The transaction improves both the NS and CSX rail networks. Because there 

will be two comparable rail systems, competition will ensure that the cost savings and 

efficiencies resulting from the transaction are passed on to the shipping public. Harris V S. 

The consolidation is essentially end-to-end. The transaction ensures that "2-10-1" points 

are not a problem. The transaction creates new rail corridors that combine to form an efficient 

rail s.vstem and better integrates northeastem rail lines into the overall rail system. McClellan 

V.S. PRR and NS will provide haulage and trackage rights that will allow altemative rail 

service to facilities that otherwise would be solely rail-served by NS as a result of this 

transaction. McClellan V.S. 

Because the transaction will allow NS (and CSX) to compete more effectively, it will 

continue the trend of lower prices that have followed the rail mergers of tlie last several decades. 

.NS rail rates declined by 38.9% in constant dollars between 1982 and 1995. Even in current 
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dollars (i.e., unadjusted for inflation), NS rail rates declined 6.3% over the Sĉ.me period. 

Prillaman V S. 

b. Impacts of the Transaction on Intermodal Competition 

For many of the same reasons that the proposed transaction has a beneficial effect on 

intramodal competition, it also has a procompetitive effect on intermodal competition The 

reduced costs, single-line efficiencies and other benefits the transaction produces for both the NS 

and CSX rail networks will allow each railroad to compete more effectively against motor 

cartiers. NS intends to make substantial intermodal investments and aggressi-vely pursue the 

traffic curtently moving over the highway. Finkbiner V S. Shippers shifting from highway to 

NS rail will see direct transportation cost savings of S75.3 million. Corsi V.S. 

c. NS Traffic Studies 

The railcar traffic diversion smdy ^ ncludes that as a result of the proposed tiansaction, 

NS will gain revenues of $190.6 million in diversions of existing rail traffic from other carriers. 

The largest diversions are between NS and CSX. with NS diverting $147.3 million from CSX 

and CSX diverting $62.3 million from NS. The smdy also estimates that as a result of the 

competition produced by the transaction, NS rates will decline by approximately $82 million 

annually Williams V S The Coal Market Impact Study estimates that as a result of the 

proposed transaction, NS will gain an additional $101.0 million in coal revenues. Fox V.S. 

The highway diversion smdy concludes that as a result of the proposed transaction. NS 

will gain additional revenues of $269.1 million in diversions from existing highway traffic. 

While most of this amount will be in intermodal movements (S240.4 million), some will be in 

rail cars (S28.7 million). Krick V.S. The estimated diversions are "very conservative" and NS 
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1 expects that it can. over time, take much more traffic off the highways and onto rail. Finkbiner 

VS. 

3. Estimated Effects of Traffic Diversions on Other Rail Carriers 

Estimates of the revenue impacts on other rail caniers resulting from CSX's and NS's 

projected diversions are summarized below Revenue gains or (losses) are expressed in millions 

of dollars. 

Carrier CSX Effect NS Effect Total 

Buffalo and Pittsburgh (7.1) (1.2) (8.3) 

Burlington Northern Santa Fe (13.8) (33.6) (47.4) 

Canadian National (26.4) (4.9) (31.3) 

Chicago South Shore & South Bend (1.0; 0 (1.0) 

CP Rail System (27,7) 8.9 (18.8) 

Eastem Shore (.3) (.2) (.5) 

Elgin, Joliet and Eastem (.7) (.3) (1.0) 

Guilford Rail System 6.7 3.5 10.2 

Illinois Central 3.3 (14.3) (11.0) 

Kansas City Southem (6.9) 2.0 (4.9) 

Louisville and Indiana (.1) (1.2) (1.3) 

New England Central (1.4) (.2) (1.6) 

New York. Susquehanna & Westem (1.0) (.1) (1.1) 

Providence and Worce.ster (1.7) (.1) (1.8) 
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Union Pacific 5.8 (12.5) (6.7) 

Wheeling & Lake Erie .5 (1.9) (1.4) 

Wisconsin Central (.8) 0 (.8) 

CSX and NS do not curtently anticipate that these revenue impacts would result in 

a loss of essential rail services. 

SECTION 1180.8(a)(l)-(4) 

OPERATING PLAN - EXHIBIT 13 

The Operating Plans of CSX and NS. Exhibit 13 in Volumes 3A and 3B. respectively, 

of this Application, explain in detail how each railroad will operate its extended network. The 

Plans describe how each will: 

(a) provide improved rail freight service using newly created service lanes; 

(b) enhance existing service including expanded intermodal, finished automotive, and 

coal networks; 

(c) take advantage of new single-line servi e over more efficient and more direct routes 

to avoid the costs and delays associated with interchange; 

(d) improve transit times and reliability; 

(e) upgrade lines and facilities to improve service and reduce costs; 

(f) consolidate functions to reduce costs; 

(g) improve overall customer service: and 
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(h) position each railroad to compete more effectively with tmcks - winning hundreds 

of thousands of loads a year from the nation's highways to rail 

Central to each Operating Plan is the advantage of an expanded network coupled with 

increased traffic volumes. CSX's Plan describes now it will use Conrail's line between St. 

Louis and Cleveland to route service-sensitive traffic around its congested system hub at 

Queensgate Yard. Cincinnati. The larger traffic volumes made available by the addition of 

Conrail traffic will enable CSX to build larger blocks, and even solid trains, where only smaller 

blocks are possible today. By expanding its Willard. OH Yard into the primary CSX system 

classification yard. CSX will be able to use the larger East-West traffic volume to build blocks 

that will go directly to specific interchanges with specific westem carriers at Chicago - or even 

pass through the congested Chicago terminal without classification. 

By clearing Conrail's Virgima Avenue tunnel in Washington, D.C, CSX will cut 

approximately 40% of the miles out of the existing circuitous joint-line route that must be used 

to move finished motor vehicles from assembly plants in the Northeast to destinations in the 

Southeast And, w ith the increased volumes and expanded network. 83% of all CSX automotive 

traffic will move in dedicated automotive trains - improving service and reducing en-route 

damage to newly manufactured cars and tmcks. 

CSX will invest over $196.2 million to upgrade its f.mier B&O line from Greenwich, 

OH where it will connect with Conrail's former NYC line linking New York to Cleveland to 

St. Louis. This will give CSX a route from the New York/North New Jersey port area to 

Chicago -hat w ill be 2.5 hours faster than Conrail's best existing service today - a major service 
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improvement that will greatly reduce missed connections to westem roads' priority east- and 

west-bound intermodal trains. 

To complete the physical plant needed to take maximum advantage of its expanded rout<*s 

and increased traffic volumes. CSX's Operating Plan c".lis for an investment of approximately 

$488 million Thi. capital program will largely be completed before the end of the first year 

following STB approval. 

The -NS Operatin: Plan describes how NS will use the Conrail lines it will operate to 

extend single-line, tmck-competitive service to a number of East-West and North-South routes. 

NS will offer improved service between New York and Chicago on two routes, one via Buffalo 

(the Southem Tier Route) one via Pittsburgh (the Penn Route); and will offer a new route from 

the liast to Kansas City via Fort Wayne and Decatur (the Southwest '"ateway Route). New 

North-South routes will be created between the Northeast and Southeast through Baltimore. 

Washington and Charlotte (the Piedmont Route); between Upstate New York. Canada and Ne*v 

England and the Southeast ihrough Hartisburg (the Bridge Route); betweeii Harrisburg and 

Hagerstown. Roanoke and Knoxville (the Shenandoah Route), and between the Midwest and the 

South via Cincinnati (the Mid-South Route). A new. combined route (the Butler cut-off), will 

provide the shortest route between Detroit and Chicago The additional route capacity and 

flexioility afforded to NS will be combined with a blocking and train operation plan designed 

to maximize reliability. 

With two routes under its control between New Jersey and Chicago, and with another 

major route to eastem gateways. NS w ill maximize service reliability and assign traffic so as to 

avoid congestion in the Northem New Jersey and Chicago areas. By combining NS and Conrail 

85 

85 



traffic volumes and using Conrail's Elkhart Yard. NS will create iong-distarice trains that will 

be able to cut one to three days in transit time on traffic moving through Elkhart to points in the 

South (such as Chattanooga. TN. and Macon. GA). The expanded NS will maximize service 

offerings via the efficient Kansas City gateway, increased traffic volumes between eastern points 

and midwestem points and Kansas City will permit NS to reuuce the number of intermediate 

terminal handling, speeding mn-through trains to westem connections. 

NS expects to spend almost $600 million on constrtiction and upgrading projects 

associated with the transaction. The NS Operating Plan descnbes some $120 million in cortidor 

upgrade projects, including siding constmction. siding extensions and traffic control. The Plan 

also details NS's intention to spend $35 million to upgrade the Conrail Southem Tier line 

between Buffalo and Port Jervis. An improved Southem Tier line will be a principal artery for 

double stack intemiodal service moving between the eastem seaboard, the Chicago gateway and 

westem points. NS will also invest $32 million in the first two years to upgrade track on 

Conrail's other core routes. NS will invest in several major clearance improvement projects in 

order to accommodate double stack and other dimensional traffic, including projects at the 

Pattenburg Tunnel between Bethlehem. PA. and .Northem New Jersey, on the routes between 

Perryville. MD and Baltimore, and between Columbus and Cincinnati, and on the new 

Shenandoah Cortidor between Front Royal and Roanoke, VA. NS will invest S200 million in 

e.xpanding or upgrading intermodal facilities and will spend about $25 million on new 

connections designed to form efficient, reliable through-routes. Finally. NS will also invest 

approximate!) S25 million during 'he first three years on information technology and systems 

support. 
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The Venfied Statements of John W. Orrison (CSX) and D. Michael Mohan (NS) in 

Volumes 3A and 3B. respectively, condense CSX's and NS s operating plans into their essential 

elements and explain how this transaction will enable CSX and NS to reduce costs and improve 

service to each railroad's customers. 

SECTION 1180.8(a)(5) 

DENSITY CHARTS - EXHIBIT 14 

Gross ton-mile density maps for the calendar-year 1996 for CSX, NS and Conrail 

(Exhibit 14) are provided in Volumes 3A and 3B of this Application. Attachments 13-5 (CSX) 

and 13-6 (Conrail) of the CSX Operating Plan (Volume 3A) and Figure 13.6-1 (NS) of the NS 

Operating Plan (Volume 3B), show mileage and changes in the number of trains and gross ton-

miles for each line segment. 

SECTION 1180.8(b) 

OPERATING PLAN (MINOR TRANSACTIONS) - EXHIBIf 15 

Not applicable. Applicants propose a irajor transaction, as defined in 49 C.F.R. 

s 1180.2(a) 
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SECTION 1180.9(a) 

PRO FORMA BALANCE SHEETS - EXHIBIT 16 

Pro forma balance sheets for CSX and NS (Exhibit 16) are submitted as Appendix C and 

Appendix G. respectively, to this Volume 1 In accordance v/ith Decision No. 7. only base year 

balance sheet data is provided for Conrail. 

SECTION 1180.9(b) 

PRO FORMA INCOME STATEMENTS - EXHIBIT 17 

Pro forma income statements for CSX and NS (Exhibit 17) are submitted as Appendix D 

and Appendix H. respectively, to this Volume 1. In accordance with Decision No. 7, only a 

ba.se year income statemeiit is provided for Conr.-ai. 

SECTION 1180.9(c) 

SOURCE^ AND APPLICATION 
OF FUNDS ST.\TEMENTS - EXHIBTT 18 

Sources and application of funds statements for CSX and NS (Exhibit 18) are submitted 

as Appendix E and Appendix I . respectively, to this Volume 1. In accordance with Decision 

No. 7. only base year sources and apilication of funds statement data are provided for Conrail. 
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SECTION 1180.9(d) 

PROPERTY ENCUMBRANCE - EXHIBIT 19 

A description of the property-encumbering debt securities and of obligations related to 

securities of Conrail. including the date of issue, date of mamrity, interest rate, outstanding 

balance and property encumbered, is provided in Exhibit 19 in Appendix K to this Volume 1. 

SECTION 1180.9(e) 

CURRENT BALANCE SHEETS AND 
INCOME STA TE.MENTS - EXHIBITS 20 AND ^\ 

Pursuant to Section 1180.9(e i the Board will incorporate by reference the curtent balance 

sheets and income statements of CSXT, NSR and CRC (all of which are Class I railroads). 

Curtent balance sheets and income statements of CSXC, NSC and CRR, for the first quarter of 

1997 are provided in Exhibits 20 and 21 in Volume 7 of this Applicatien. 

DISCUSSION OF REQUESTED RELIEF 

The transaction before the Board is. in its broad outlines, simple: CSX and NS will 

jointly acquire control of Conrail and will divide the use and operation of its lines and certain 

of its assets between them. Some Comail assets will not be divided but instead will be used by 

both CSX and .NS; others will be retained by Comail but used for the benefit of CSX and NS. 

While simple in concept, the transaction is somewhat unusual as compared to prior 

acquisitions considered by the Board an J its predecessor, w here the acquired party is essentially 
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merged into the acquiring party. .According'). from a technical statutory perspective, the namre 

of the orders requested to effectuate the transaction requires some analysis. Additional 

complexities have been introduced in the stmcture of the transacuon to accomplish important 

corporate objectives of the acquiring parties. The follow ing discussion of the authorizations 

required follows the identifying numbers and letters used in the following formal Prayer for 

Relief: 

vi) The basic transaction involves the acquisition of control by CSXC and NSC 

(noncarrier corporations in control of one or more rail cartiers) of CRR (a noncarrier 

corporation controlling one or more rail cartiers). Although the control by CSX and NS of 

Coru'ail as a separately functioning rail system will be transitor-, lasting only until the Division 

is effected, it .lor'̂ iheless requires the Board's authorization under 49 U.S.C. § 11323ia)(5).''' 

Moreover, while CRC wil; no longer offer transportation services to the public after the 

Division, it w ill perform rail ti insportation related services for CSXT and .NSR. and it and CRR 

will continue to be under their joint control. .Approval under 49 U.S.C. § 11325(a>(5) also is 

necessary for this reason Applicants anticipate that the New York Dock conditions will be 

applied to these approvals in .satisfaction of 49 U.S.C. § 11326. 

^/ Unlike some prior cases, in which a fifty-fifty ow nership interest in a cartier has been found 
not to constitute control tsee Burlington Northern. Inc. - Control & Merger - St. Louis San 
Francisco Rv.. 366 I C C. 862. 870. aff'd sub nom.. Brotherhood of Ry. & Airline Clerks v. 
Burlington Northem. Inc , 722 F.2d 380 (8th Cir. 1983>) the proposed transaction clearly does 
result in the acquisition by CS.X and NS of joint control of. and the power to exercise joint 
control over, Conrail. In contrast to those prior cases, here CSX and NS have agreed jointly 
to cause Conrail tc take specified actions pursuant to the Transaction Agreement and related 
agreemints, including those described in detail in this Application. This plainly constimtes the 
exercise of joint control by CS.X and NS. and thus requires Board authorization under Section 
11323. 
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.As to the other intertelated elements of the transaction (the "Transaction Elements"): 

a. In connection w ith the Division. NYC and PRR will each be assigned certain 

assets of their parent corporation. CRC. including lines of railroad. Most of these assets are 

now owned by CRC; others are operated by CRC under leases, tiackage rights and similar 

artangements. NYC and PRR will not operate those lines and assets for their own account; 

instead, they will be used and operated by CSXT and NSR, respectively. The steps through 

which NYC and PRR will be assigned the CRC lines and other assets constitute an integrated 

transaction in which, individually, CS.XT and NSR will respectively use and operate NYC's end 

PRR s lines, rights and assets pursuant to the Allocated Assets Operating Agreements, which 

are long-term operating agreements. Because the transfers to NYC and PRR are part of the 

overall transaction involving separate operation by CSXT and NSR of the lines and other assets 

allocated to them, authorization under 49 U.S.C. §§ 11323 and 11324 is sought as to this 

element of the traasaction. as precedents of the Board and its predecessor indicate is 

appropriate.-' Approval under 49 U.S.C. §§ 11323 and 11324 clearly carties with it the 

consequences specified in 49 U S C. § 11321 and use of that authority is necessary and 

appropriate to ensure that NYC and PRR will have such title or other interests in the assets and 

rights lieing transferted to them, and the power to pass such use and enjoym.ent of those assets 

to CSXT and .NSR, as are presently enjo)ed by CRC. notwithstanding any restrictions on 

See ICC Finance Docket No. 31505. Rio Grande Industries, Inc., et al. -Purchase and 
Related Trackage Rights-Soo Line R R Co. Line Bet̂ veen Kansa.<: Cin, MO and Chicago, IL. 
Decided Nov. 13. 1989. Slip Copy. 1989 WL 246814, 3̂-4 (ICC) (applying 49 U.S.C. § 11323 
to a noncarrier's acquisition of lines of a cartier. stating that "[the Board has] considerable 
discretion to determine under vvhich section of the Act to proceed"). 
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assignability or divisibility.'" Thus, the authorization under 49 U.S.C. §§ 11323 and 11324 

should provide that .NYC and PRR each will have the same right, title and interests in the assets 

and rights fomiing its part of the Allocated Assets as CRC now nas. notwithstanding any 

purported limitations on assignability. For a mrther discussion of this last point, see item (c) 

below. Applicants anticipate that the New York Dock protective conditions will apply to these 

approvals. 

b. A technical argument could be made that authority under 49 U.S.C. § 10901 

is required for the transfer of CRC assets to NYC and PRR because they will not be cartiers 

prior to that time. In Applicants' view. this would ignore the fact that the downstream transfer 

of the CRC routes and other assets to NYC and PRR is simply part of an overall transaction 

involving the operation by CSX of the assets to be held in NYC. and by NS of the assets to be 

held in PRR. Accordingly. Applicants request a declaratory order that 49 U.S.C. § 10901 does 

not apply to the transfer of the Allocated Assets to NYC and PRR. If the Board does not issue 

such a declarator) order. .Applicants hereby .seek authorization under 49 U.S.C. §§ 11323 and 

11324 and under 49 U.S.C. § 10901 for the transfer of the CRC assets to NYC and PRR. The 

reasons for the importance of at least concuixent authority under 49 U.S.C. §§ 1 1323 and 11324 

are stated in item (a) above. Applicants anticipate that the New York Dock labor protective 

conditions will appK to the transfer of Allocated Assets to NYC and PRR. 

c. As part of the Division. NYC will enter into an Allocated Assets Operating 

Agreement with CS.XT and PRR will enter into an Allocated Assets Operatia^ Afeement with 

^/ Since authorization under 49 U.S.C. § 10901 alone would not be subject to 49 U.S.C. 
§ 11321. Applicants request approval under 49 U.S.C. §§ 11323 and 11324 for each of the steps 
described in this point (1). 
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NSR. Under those agreements, CSXT and NSR will have the power and obligation to operate 

the Allocated Assets held by NYC and PRR, respec'vely, and to offer and provide rail 

transportation services to the public. These artangements accordingly constitute a "contract to 

operate property of another rail cartier" within the meaning of 49 U.S.C. § 11323(a)(2), and 

require authorization under it. 

In addition. CRC will enter into three Shared Assets Areas Operating Agreements with 

CSXT and NSR, namely, the Shared Assets Area Operating Agref ment for Detroit, the Shared 

Assets Area Operating Agreement for North Jersey, and the Shared Assets Areas Operating 

Agreement for South Jersey/Philadelphia. Under these agreements, CRC will grant to CSXT 

and NSR the right to operate and perform for their own account, and to be the sole carriers 

performing, the functions previously performed by CRC in providing rail transportation services 

to the public and others within each Shared Assets Area. CRC will, on behalf of CSXT and 

NSR, and not for its own account, perform certain of the services that CSXT and NSR will offer 

to and perform for the public and others. The Shared Assets Areas Operating Agreements thus 

are each a "contract to operate property of another rail carrier by any number of rail carriers" 

and accordingly require authorization under 49 U.S.C. § i 1323(aK2). Applicants anticipate that 

the .New York Dock labor protective conditions w ill apply to approval of the above Operating 

Agreements. 

In carrying out the transaction contemplated in this Application. CSX and NS each intend 

to operate, and render service to the public over, all of their respective allocated lines and shared 

lines, including those operated bv CRC under lea.ses. trackage rights and similar artangements 

(collectively "Trackage Agreements"). By wty of example: (1) Conrail curtently provides 
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freight service over the Northeast Cortidor. owned by Amtrak. pursuant to an agreement with 

Amtrak. Under the Transaction Agreement and related agreements, both CSX and NS will 

conduct freight operations over the Northeast Cortidor; (2) Conrail also provides service over 

a segment of its Southem Tier route, between Hoboken. NJ and Suffem. NY. owned by New 

Jersey Transit Corporation under an agreement with NJT. This segment of the Southem Tier 

Route is partially in the North Jersey Shared Assets Areas, where both CSX and NS will conduct 

freight operations over it; the remainder of the segment will be operated by NS. and will 

constitute a portion of NS's route between the New York area and Buffalo. NY; (3) CRC has 

various rights to operate over the IHB. which rights are to be assigned to NYC and/or CSXT. 

or to PRR and/or NSR. or to both of them, all is contemplated by the "Agreement Relating to 

the Contractual Rights and Ownership Interes. of Consolidated Rail Corporation with Respect 

to the Indiana Harbor Belt Railroad Company" (tlie "IHB Agreement") (Volume 8); (4) CRC 

has rights to operate over various other lines owned by Amtrak or commuter agencies, including 

lines from New York City to Poughkeepsie. NY. from New York Citv to New Haven. CT, and 

in several areas of Massaĉ usetts that will be operated by CSXT, as well as lines from 

Philadelphia to Hartisburg. between other points in Pennsylvania, in New Jersey, and in 

Michigan that will be operated by .NSR. 

Appendix L lists these and other similar Trackage Agreements, some of which contain 

restraints on assignability. It is by no means a complete list of Trackage A;:reements to which 

Conrail is a part). Use of those rights (whether or not listed in Appendix L) by CSX and NS 

is es.sential to the realization of the benefits that this transaction offers. Applicants request that 

the Board's order approving this Application also include a declaratory order that CSX and NS 
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will have the authority to conduct operations over the routes of Conrail covered by Trackage 

Agreements, whether or not listed in Appendix L, as fiilly and to the same extent as CRC itself 

could, notwithstanding any clauses in any such agreements purporting to limit or prohibit 

Conrail's unilateral assignment of its operating rights to another person. 49 U.S.C. § U321(a). 

See also. e.g.. Norfolk & W êstem Rv. Co v. American Train Dispatchers' Ass'n. 499 U.S. 

117 (1991); see UP/SP Decision No. 44, slip op. at 170. Likewise, with respect to the 

Allocated Assets or the assets in Shared Assets Areas consisting of assets other than routes, 

including, without limitation, the Existing Transportation Contracts, CSX and NS seek authority 

to use. operate, and perform and a declaration that they may use, operate, and perfomi such 

assets as fully and to the same extent as CRC itself could. Applicants anticipate that the Norfolk 

and Westem labor protective conditions, as modified by Mendocino Coast, will apply to these 

Trackage Rights approvals and that 'he .Mendocino Coast conditions will apply to operations by 

CSX and NS over any lines leased by Conrail from other cartiers discussed under this heading. 

d. Following the Division. NYC and PRR will continue to be wholly-owned 

subsidiaries of CRC. which CSX and NS will continue jointly to control through CRC. 

Day-to-day operations of the NYC and PRR properties will be performed, respectively, by 

CSXT and NSR. and persons nominated by CSX and NS v 'ill manage NYC and PRR. Certain 

major actions conceming NYC and PRR w ill remain under the control of CRC. Since NYC and 

PRR will no longer be part of a "single system" of rail carriers with CRC as a resuU of the 

Allocated Assets Operating Agreements, the continuing joint control by CSX and NS over NYC 

and PRR (and the resulting common control relationships) will require the Board's authorization 
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under 49 U.S.C. §§ 11323 and 11324. Applicants anticipate that the New York Dock labor 

protective conditions will apply to these control authorizations. 

e. Under the Transaction Agreement and the Ancillary Agreements, upon the 

Division. NYC will grant to NSR trackage rights on a number of rail lines, and PRR will grant 

to CSXT trackage rights on a number of rail lines: those rail lines are listed in items l.A and 

I B. respectively, of Schedule 4 to the Transaction Agreement.' In addition, under the 

Monongahela Usage Agreement. CSXT is granted equal access to the Monongahela. which is 

defined in that Agreement; the Monongahela is a Conrail asset to be assigned to PRR and to be 

operated by .NSR. Authority under 49 U.S.C § 11323(a)(2) is sought for these elements of the 

transaction. 

One of the trackage rights to be granted by NYC to NSR is on the line between Bound 

Brook. NJ. and Woodboume. PA. a CRC line to be assigned to NYC and to be operated by 

CSXT. These trackage rignts will be temporary rights, the duration of which is not to exceed 

three years (the 'Temporary Tr. ckage Rights"). The authorization granted by the Board with 

respect to these Temporary Trackage Rights should accordingly be coupled with authority for 

abandonment of the Temporary Trackage Rights by the trackage rights tenant at the time 

indicated above. Applicants anticipate that the Norfolk and Westerti conditions as modified by 

Mendocino Coast, apply to these Trackage Rights approvals, and the Oregon Short Line 

1̂ /Some of the trackage rights identified in Schedule 4 are the subject of Related Applications 
and are covered bv related applications found in Volume 5 and certain of the prayers for relief 
below (paragrai (7). (10) and (ID), that refer to sub-dockets. Others identified there are 
existing CRC trackage rights on other cartiers that are covered by paragraph l.c of this 
Discussion. This paragraph 1 .e refers to the remaining trackage rights. 

96 

96 



conditions will apply to the authority to abandon the Temporary Trackage Rights at the specified 

time. 

f. Under certain of the Shared Assets Areas Openting Agreements. CRC is 

given the right to operate over certain of the lines held by NYC and PRR and operated by CSXT 

or NSR. These lines are identified as follows: CSXT, with the consent of NYC, and NSR, 

with the consent of PRR. each are to grant to CRC (and to the other of them), overhead 

operating rights in all three Shared Assets Areas necessary to effectuate the train operations and 

services contemplated by the representative Shared Assets Areas Agreements. In addition, in 

the North Jersey Shared Assets Area, CSXT. with the consent of NYC, is to grant CRC (and 

NSR) overhead operating rights with respect to the CRC River line between CP 2 and the 

Ridgefield Heights Auto Facility, and, for certain specified purposes, the right to use Manville 

Yard. As to the South Jersey/Philadelphia Shared Assets Area, CSXT, with the consent of 

NYC, is to grant CRC (and NSR) overhead operating rights on the current CRC line between 

CP Phil and CP Field and between CP Phil and CP Gray, and, with the consent of NYC, is to 

grant them hill operating rights over the curtent CRC Trenton line between P^rk Junction and 

CP Newton, the curtent CRC line between Greenwich Yard and CP Belmont, and the Eastwick 

connection to be constmcted by CSXT on the current CRC right-of-way between Eastwick and 

the vicinity of CP Field. NSR, in respect of the South Jersey/Philadelphia Shared Assets Area, 

with the consent of PRR, is to grant CRC (and CSXT) fiill operating rights over the current 

Amtrak Lancaster line between Zoo and 52nd Street, and rights for limited specified purposes 

to use West Falls Yard. Applicants anticipate that New York Dock labor protective conditions 
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will apply to this element of the transaction. This element of the transaction requires 

authorization under 49 U.S.C. § 11323(a)(2) and 11324. 

g. The proposed transaction provides the basis for competition between CSX and 

NS throughout their systems as expanded by the Division of Conrail. However, certain of the 

means that have been chosen «o provide and facilitate this competition involve the creation, and 

in some cases the maintenance, of cooperative stmctures One such stmcture is transitory — the 

joint control of the present Conrail system in its curtent configuration from the date on which 

CSX and NS jointly assume control of Conrail through the date of the Division Another, which 

is not transitory, involves CRC's continuing role in the Shared Assets Areas. In these Areas, 

CRC will perform services for both CSX and NS. 

Under the Allocated Assets Operating Agreements and the Shared Assets Areas Operating 

Agreements, payments with respect to the operating rights granted with respect to the Allocated 

Assets and with respect to the use of the Shared Assets .Areas, as well as for the services 

performed by CRC in the Shared Areas, are to be made by CSXT and by NSR to CRC (or CRC 

subsidiaries) in which CSX and NS each has an economic interest. A fiill description of all of 

these matters is contained in this Application. To tlie extent that any matter conceming the joint 

ownership by CSX and NS of CRR or CRC. or conceming the Transaction Agreement 

(including the provision for handling Existing Transportation Contracts) and the Ancillary 

Agreements referted to therein, minht be deemed to be a pooling or division of traffic or 

services or of any part of the earnings of CSX or NS, the Board's approval under 49 U.S.C. 

§ 11322 is requested. 
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h. In a like-kind exchange, effective on the Division Date. NS will transfer to 

CRC the line (formerly owned by CRC) that mns from Ft. Wayne, IN. to Tollesion, IN (the 

"Ft. Wayne Line") in exchange for the transfer from CRC to NS of CRC's Streator Line. 

Pursuant to Decision No. 7 exemption from 49 U S C. §§ 11323 through 11325 for the transfer 

by NW to CRC of the Ft. Wayne Line is sought in a separate sub-dockci (Sub-No. 24) and the 

transfer of the Streator Line from CRC to NSR/NW is sought in this Application. Accordingly. 

in DcKket No. 33388. approval or the transfer of the Streator Line from CRC to NSR/NW 

under 49 U S C. §§ 11323 and 11324 is sought The transfer of the Ft. Wayne Line to NYC 

and the operation of the Ft. Wayne Line by CSXT under the NYC Allocated Assets Operating 

Agreement are among the matters referted to in the authortzations discussed in paragraphs (a). 

(0) and (c) above. 

(2) Applicants seek a determination by the Board that the terms of the acquisition of 

common stock of CRR bv them, both individually and jointly, are fair and reasonable u he 

stockholders of CRR. CSXC and NSC. 

(3) CSX. CRC and NS seek exemption from 49 U.S.C. § 10903 for certain 

abandonments of rail lines in AB-167 (Sub-No. 1181X). AB-55 (Sub-No. 551X) and AB-290 

(Sub-No. 194X-197X). Applicants anticipate that the Board will impose Oregon Short Line 

labor conditions on these abandonments. 

(4) CSXT. BOCT. NSR and NW seek exemption from 49 U.S.C. § 10901 for the 

constmction and operation of certain connections in Sub-Nos. 1 through 22. 

(5t In Sub-.No 23. .NW seeks exemption from the requirements of 49 U.S.C, § 11323 

for the relocation of NW's rail line mnning down 19th Street at Erie. PA to a parallel railroad 
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right-of-way curtently owned and operated by CRC to be operated by CSXT as part of the 

transaction for which approval is sought in the Primary Application. Applicants anticipate that 

the Board will impose standard labor protective conditions to this notice of exemption. 

(6) In Sub-No. 24. CRC and NW seek exemption from 49 U.S.C. §§ 11323 through 

11325 for the first leg of the in-like kind exchange referted to in paragraph 1(h) above is sought, 

namely, the transfer of the Ft. Wayne Line by NW to CRC. Applicants anticipate that the 

Board will impose standard labor protective conditions to tliis petition for exemption. 

(7) In Sub-Nos. 25. 27-30 and 34. CSXT and NW seek exemption from 49 U.S.C. §§ 

11323 through 11325 for instances where they are granting each other trackage rights over 

current CSXT and NW lines. Applicants anticipate that the Board will impose Norfolk and 

Westerti labor protections, as modified by Mendocino Coast to these notices. 

(8) CRC's 50% interest in The Lakefront Dock and Railroad Terminal Company 

("LD&RT"), a terminal railroad in which CSXT and CRC each curtently hold a 50% interest, 

will be one of the assets subject to the NYC operating agreement with CSXT. In Sub-No. 26. 

CSXC and CSXT seek approval and authorization under 49 U.S.C. §§ 11323 and 11324 for the 

acquisition and exercise of control of LD&RT. and for the common control of LD&RT with 

other carriers controlled by them. Applicants anticipate that the Board wil! impose New York 

Dock conditions to this Ap; .nation. 

(9) In Sub-No. 31. CSX seeks exemption from 49 U.S.C. §§ 11323 through 11325, 

to the extent necessary, for NYC's acquisiti m of a 50% interest in APRC. If this transaction 

is subject to regulation. Applicants anticipate that the Board will impose New York Dock 

conditions to thii petition for exemption. 
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(10) In Sub-No. 32, NW seeks exemption from 49 U.S.C. §§ 11323 through 11325 for 

NW's acquisition of trackage rights over an existing IHB line, pursuant to an agreement between 

IHB and BOCT authorizing BOCT to grant t'̂ ackage nghts to third parties. Applican's anticipate 

that the Board will impose Norfolk and Westem conditions, as modified by Mendocino Coast 

to these notices. 

(11) In Sub-No 33. NW seeks exemption from 49 U.S.C. §§ 11323 through 11325 for 

NW's acquisition of trackage rights over an existing BOCT line. Applicants anticipate that the 

Board will impose Norfolk and Westem labor protection, as modified by Mendocino Coast to 

these notices. 

PRAYER FOR RELIEF 

Wherefore, CSXC, CSXT. NSC, NSR, CRR, and CRC pray that ti e Board: 

(1) Enter an order in Finance Docket No. 33388, pursuant to 49 U.S.C. §§ 11321, 

11323 and 11324 approving and authorizing the joint acquisition of control of CRR and CRC 

by CSX and NS and the following interrelated elements of such acquisition: 

a. Approval and authonzation under 49 U.S.C. §§ 11323 and 11324 for NYC 

to be assigned certain assets of CRC (including without limitation trackage and other rights) to 

be operated as part of CSXT's rail system, and for PRR to be assigned certain assets of CRC 

V icluding without limitation trackage and other rights) to be operated as part of NSR's rail 

system (the "NYC PRR Assignments"), including the express provision that u,">on such 

assigmnent. NYC and PRR shall, respectively, have such right, title, interest in and other use 

of such assets as CRC itself had. 
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b. A Declaratory Order that 49 U.S.C § 10901 docs not apply to the NYC PRR 

Assignments. If the Board does not grant such an order, authorization is sought for the 

NYC/PRR AssisTJiients under 49 U.S.C. § 10901, .n addition to au horization under 49 U.S.C. 

§§ 11323 and 11324 

c. Approval and authorization under 49 'U.S.C. §§ 1 1323 and 11324: (i) for 

CSXT to enter into the CSXT Operating Agreement and to operate the assets held by NYC; 

(ii) for NSR to enter into the .NSR Operating Agreement; nd to operate the assets held by PRR; 

and (iii) for CSXT. NSR and CRC to enlv-r into the Shared Assets Areas Operating Agreements 

and for the opera'ion by CSXT, NSR and CRC of assets held by CRC: it being the inf;,nt and 

effect of such approval that, under the Allocated Assets Operating Agreements '.nd the Shared 

Assets Areas Operating .Agreem^ nts. CSXT ant' .NSR will respectively acquire the right to 

operate and use the Allocated Assets and the Shared .Assets, subiff t̂ to the terms of the Allocated 

Assets Operating Agreements, the Shared Assets .Area:, Operating Agreements and other 

Ancillary Agreements, as fiilly as CRC itself had possessed the right to use them Such 

authorization should include a declaration, to the same effect as a declaratory o:der, that the 

foregoing authorizations w:;; permit CSXT and NSR to conduct operations over the routes of 

Com-'' covered by Trackage .Agreements as defined above, including but not limited to those 

listed on .Appendix L. as fully and to the same extent as CRC itself could, notw ithstanding any 

provisions in such Trackage Agreements purporting to limit or prohibit Conrail'i unilateral 

assignment of its operating rights to another person or person,' Similarly, with respect to the 

Allocated Assets or the assets in Shared .Assets .̂ reas consisting of aL« cs other than routes, 

(including, without limitation the Existing Transportation Contracts), authorization and 
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declaration that CSXT and NSR may use. operate and perfortn and enjoy such assets to the same 

extent as CRC itself could, notwithstanding any provisions purporting to limit or prohibit CRC's 

assignment of its rights 'o use, operate and perform and enjoy suc.i assets to another person or 

persons. 

d. Approval and authorization under 49 U.S.C. §§ 11323 and 11324 for CSX. 

NS and CRR to continue to control NYC and PRR. subsequent to the transfer of CRC assets to 

NYC and PRR. and the common control by CSXC. CSXT, NSC. NSR, CRR and CRC of NYC. 

PRR and the cartiers each of them cunently controls. 

e. Approval and authorization under 49 U.S.C. §§ li323 and 11324 for the 

icquisition of trackage rights by CSXT and NSR, identified in pa:agraph 1 e of the "Discussion 

of Requested Relief" aad approval, as part of the relief granted with respect to tnis primary 

applicat jn, of the abandonment by the trackage rights tenant of the Temporary Trackage Rights 

described above at the time indicated above and in Schedule 4 to the Transaction Agreement. 

f. Approval and authorization under 19 U.S.C, §§ 11323 and 11324 for the 

grant by CSXT and NSR of certain incidental trackage rights to CRC (and to the other of them) 

over certain line segments, as identified in Section 3(c) of ê ch of the three Shared Assets Areas 

Operating Agreements and summarized in paragraph I f of the "Discussion of Requested 

Relief." 

g. To the extent th?.t the ownership interests and control by CSX and NS over 

CRR, CRC, NYC or PRR, or any matter provided for in the Transactioi: Agreement or the 

Ancillarv Agreements referted to theiein and attached thereto, might be deemed to be a pooling 
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or division by CSX and NS of traffic or services or any part of eamings by CSX, NS or 

Conrail. Applicants request approval under 49 U.S.C, § 11322 for such pooling or division. 

h. Approval and authorization under 49 U S C. §§ 11323 and 11324 for the 

transfer from CRC lo NS of CRC s Streator Line. 

(2) Determine txiat the terms of the acquisitions of CRR stock by CSXC. Tender Sub, 

NSC and AAC are fair and reasonable to the stockholders of CRR. CSXC and NSC. 

(3) In Dockets AB-290 (Sub-Nos. 194X - 197X); AB-55 (Sub-No. 551X); and AB-167 

(Sub-No. 1181X). exempt from the requirements of 49 U.S.C. § 10903 for abandonments of 

certain rail lines. 

(4) In Sub-Nos. 1 through 22. exempt from the requirements of 49 U.S.C. § 10901 

for the constmction and opeiation of certain cormections by CSXT and NW. 

(5) In Sub-No. 23. exemption from tl̂  requirements of 49 U.S.C, §§ 11323 tlu-ough 

11325 for the relocation of NW's rail line mnning down 19th Street at Erie. PA to a parallel 

railroad riglit-of-way currently owned and operated by CRC to be operated by CSXT as part of 

the transaction for which approval is sought in the Primary Application. 

(6) In Sub-No, 24, exemption from the requirements of 49 U.S.C, §§ 11323 through 

11325 for the transfer from NW to CRC of NW's Ft. Wayne Line. 

(7) In Sub-Nos. 25. 27-30 and 34, exemption from the requirements of 49 U.S.C. 

§§ 11323 through 11325 for NW and CSXT to acquire certain trackage rights over each other. 

(8) In Sub-No. 26. approve and authorize under 49 U.S.C, §§ 11323 and 11324 the 

acquisition and control of LD&RT and the common control of LD&RT with other carriers 

controlled bv them. 
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(9) In Sub-No. 31. exempt from the requirements of 49 U.S.C. §§ 11323 through 

11325, to the extent necessary, for NYC's acquisition of a 50% control interest in APRC. 

(10) In Sub-No. 32. exemption from the requirements of 49 U.S.C. § 11323 for NW's 

acquisition of trackage rights over an existing IHB line, pursuant to an agreement between IHB 

and BOCT authorizing BOCT to grant trackage rights to third parties. 

(11) In Sub-No. 33. exemption from the requirements of 49 U.S.C. §§ 11323 through 

11325 for NW's acquisition of trackage rights over an existing BOCT line. 
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SECTION 1180.6(a)(4) 

OPINIONS OF COUNSEL FOR APPLICANTS 

CSX CORPORATION 

As counsel for CSX Corporation ("CSXC"), I am generally familiar with the Control 

Transact-on, including the Transaction Elements, and have reviewed the foregoing joint 

Railroad Control Application (the "Application"). It is my opinion that the Control 

Transaction, including the Transaction Elements and any directly related applications, 

petitions, and/or notices, to the extent such u-ansaction, elements, and directly related matters 

involve CSXC, meet the requirements of the law. are within the corporate powers of CSXC, 

and will be legally authorized and valid, if approved by the Surface Transportation Board. 

Capitalized terms used and not otherwise defined in this Opinion shall have the meanings 

spxicified 'n the foregoing .Application. 

>eter J. Sliudtz Peter J. Sl^dtz 
General Counsel 
CSX Corporation 

Dated this 1 ^"^^av of June 1997 at Washington, D.C. 
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SECTION 1180.6(a)(4) 

OPINIONS OF COUNSEL FOR APPLICANTS 

CSX TRANSPORTATION. INC. 

As counsel for CSX Transportation. Inc. ("CSXT"), I am generally familiar with the 

Control Transaction, including the Transaction Elements, and have reviewed the foregoing 

joint Railroad Control Application ("the Application"). It is my opinion that the Control 

Transaction, including the Transaction Elements and any directly related applications, 

petitions, and/or notices, to the extent such transaction, elements, and directly related matters 

involve CSXT, meet the requirements of the law, are within the corporate powers of CSXT, 

and will be legally authorized and valid, if approved by the Surface Transportation Board. 

Capitalized terms used and not othervise defined in this Opinion shall have the meanings 

specified in the foregoing Application. 

f>1 ^-/fe) 
P. Michael Gifto^ 
Senior Vice President 
and General Counsel 
CSX Transportation, Inc, 

Dated this day of June 1997 at Washington. D.C. 
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SECTION 1 ISO 6(a)(4) 

OPINIONS OF COUNSEL FOR APPLICANTS 

NORFOLK SOLTHERN CORPORATION 

As counsel for Norfolk Southern Corporation ("NSC"), I am generally familiar 

with the Control Transaction, including the Transaction Elements, and have reviewed the 

foregoing joint Railroad Control Application ("Application") It is my opinion that the 

Control Transaction, including the Transaction Elements and any directly related 

applications, petitions and/or notices, to the extent such transaction, elements, and directly 

related matters involve NSC, meets the requirements of the law, are within the corporate 

powers of NSC, and will be legally authorized and valid, if approved by the Surface 

Transportation Board Capitalized terms used and not otherwise defined in this Opinion 

shall have the meanings specified in the foregoing Application 

Dated this IT day of June at Norfolk, V.A 

James C Bishop, Jr 
Executive Vice President-Lav 
Norfolk Southem Corpoi-ation 
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SECTION 1180.6(a)(4) 

OPINIONS OF COUNSEL FOR APPLICANTS 

CSX TRANSPORTATION, INC. 

.As counsel for CSX Transportation, Inc. ("CSXT"), I am generally familiar with the 

C introl Transaction, including the Transaction Elements, and have reviewed the foregoing 

joint Railroad Control Application ("the Application") It is my opinion that the Control 

Traasaction. including the Transaction Elements and any directly related applications, 

petitions, and/or notices, to the extent such transaction, elements, and directly related matters 

involve CSXT. meet the requirements of the law. are within the corporate powers of CSXT. 

and will be legally authorized and valid, if approved by the Surface Transportation Board. 

Capitalized terms used and not otherwise defined in this Opinion shall have the meanings 

specified in the foregoing Application. 

P. Michael Gifto^ 
Senior Vice President 
and General Counsel 
CSX Transportation, Inc. 

Dated this l3^day of June 1997 at Washington. D C. 



SECTION 1180.6(a)(4) 

OPINIONS OF COUNSEL FOR APPLICANTS 

CSX CORPORATION 

As counsel for CSX Corporation ("CSXC"), I am generally familiar with the Control 

Transaction, including the Transaction Elements, and have reviewed the foregoing joint 

Railroad Control Application (the "Application"), It is my opinion that the Control 

Transaction, including the Transaction Elemenis and any directly related applications, 

petitions, and/or notices, to the extent such transaction, elements, and directly related matters 

involve CSXC. meet the requirements of the law, are within the corporate powers of CSXC, 

and will be legally authorized and valid, if approved by the Surface Transportation Board. 

Capitalized terms used and not otherwise defined in this Opinion shall have the meanings 

specified in the foregoing Application. 

Peter J. SOudtz 
General Counsel 
CSX Corporation 

Dated this L^^day of June 1997 at Washington. D.C. 



SECTION 1180 6(a)(4) 

OPINIONS OF C OUNSEL FOR APPLICANTS 

NORFOLK SOUTHERN CORPORATION 

As counsel for Norfolk Southern Corporation ("NSC"), I am generally familiar 

with the Control Transaction, including the I ransaction Elements, and have reviewed the 

foregoing joint Railroad Contiol Application (' .Application") It is my opinion that t̂ e 

Control Transaction, including the Transaction Elements and any directly related 

applications, petitions and/or notices, to the extent such transaction, elements, and directly 

related matters involve NSC. meets the requirements of the law, are within the corporate 

powers of NSC, and will be legally authorized and valid, if approved by the Surface 

Transportation Board Capitalized terms used and not otherwise defined in this Opinion 

shall have the meanings specified in the foregoing .Application 

James C Bishop, Jr 
Executive Vice President-Lav 
Nortblk Southern Corporation 

Dated this , t dav of June at Norfolk, V A 



SECTION 1180 6(a)(4) 

OPINIONS OF COUNSEL FOR APPLICANTS 

NORFOLK SOUTHERN RAILWAY COMPANY 

As counsel for Norfolk Southern Railwav Company ("NSRC"\ I am generally 

familiar with the Control Transaction, including the Transaction Elements, ind have 

reviewed the foregoing joint Railroad Control Application ("Application") It i: my 

opinion that the Control Transaction, including the Transaction Elements and any directly 

related applications, petitions and/or notices, to the extent such transaction, elements, and 

directly related matters involve NSRC. meets the requirements of the law, are within the 

coiporate powers of NSRC and will be legally authorized and valid, if approved by the 

Surface Transportation Board Capitalized terms used and not otherwise defined in this 

Opinion shall have the meanings specified in the foregoing Application 

Jamos C Bishop, Jr | 
Vice President-Law 
Norfolk Southern Railway Company 

Dated this I 7 day of June at Norfolk. VA 



SECTION 1180 6(a)(4) 

OPINIONS OF COUNSEL FOR APPLICANTS 

NORFOLK SOUTHERN RAILWAY CO.MPANY 

As counsel for Norfolk Southem Railway Company ("NSRC"), I am generally 

familiar with the Control Transaction, including the Transaction Elements, and have 

reviewed the foregoing joint Railroad Control Application ("Application") It is my 

opinion that the Control Transaction, including the Transaction Elements and any directly 

related applications, petitions and/or notices, to the extent such transaction, elements, and 

directly related matters involve NSRC, meets the requirements of the law, are within the 

corporate powers of NSRC, and will be legally authorized and valid, if approved by the 

Surface Transportation Board Capitalized terms used and not otherwise defined in this 

Opinion shall have the meanings specified in the foregoing Application 

James C Bishop, Jr 
Vice President-Law 
Norfolk Southem Railway Company 

Dated this 17 day of June at Norfolk, VA 
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S£C'nQN1180,6(aX4) 

OPINIONS OF COUNSEL FOR APPLICANTS 

CONRAIL INC. 

As counsel for Conrail Inc. ("CRI"), I am generally familiar with the Control 

Transaction, including the Transaction Elements, and the foi'Agoing joint Railroad 

Control Application ("Application"), to the extent necessar)' to give this opinion. It is my 

opinion thai the Transaction Elements and any directly related applications, petitions, 

and/or notices, to the extent such elements -vid directly related matters involve CRI, meet 

the requirements of the law, are within the corporate powers of CRI, and will be legally 

authorized and valid, if approved by the Surface Transportation Board. Capitalized terms 

used and not otherwise defined in this Opinion shall have the meanings specified in the 

foregoing Application. 

\ 

Timothy T. O'Toole, Esquire 
Conrail Inc. 

Dated thus \ 7 day of June 1997 at Philadelphia. PA 
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SECTION 1180,6(a)(4) 

OPINION!? OF C i m ^ l l FOR ArPLlCANTS 

CONRAIL INC, 

-As counsel for Conrail Inc. ("CRT"). 1 am generally familiar with the Control 

1 ransaction. including the I'ransaction Elements, and the foregoing joint Railroad 

Control .Application ("Application"), to the extent necessary to give this opinion. It is my 

opinion that the Iransaction l-loments and any directiv related applications, petitions, 

and'oi notices, to the extent such elements and directly related matters involve CRI. meet 

the requirements of the law. are within the • Oiporate powers of CRI. and w ill be legally 

authorized and valid if approved by the Surface Transportation Board. Capitalized terms 

used and not otherwise defined in his Opinion shall have the meanings specified ir the 

foregoing Application. 

\ 

Timo;ny T. O'Toole, Esquire 
Conrail Inc. 

Dated this \ 1 day of June 199/ at Philadelphia. PA 



SECTION 1180.6(a)(4) 

OPINIONS OF COUNSEL FOR APPLICANTS 

CONSOLIDATION RAIL CORPORATION 

As counsel for Consolidated Rail Corporation ("CRC"), I am generally familiar with the 

Control Transaction, including the Transaction Elements, and the foregoing joint Railroad 

Control Application ("Application"), to the extent necessary to give the following opinion. It is 

my opinion that the Transaction Elements and any directly related applications, petitions, and/or 

notices, to the extent such elements and directly related matters involve CRC, meet the 

requirements of the law, are within the corporate powers of CRC, and will be legally authorized 

and valid if approved by the Surface Transportation Board. Capitalized terms used and uot 

otherwise defined in this Opinion shall have the meanings specified in the foregoing Application 

Timothy T. O'Toole, Esq, 
Consolidated Rail Corporation 

Dated this 1 i day of Jane. 1997 at Philadelphia. PA. 



SECTION 1180.6(a)(4) 

OPINIONS OF COUNSEL FOR APPLICANTS 

CONSOLIDATION RAIL CORPORATION 

As counsel for Consolidated Rail Corporation ("CRC"), I am generally familiar with the 

Control Transaction, including the Transaction Elements, and the foregoing joint Railroad 

Control Application ("Application"), to the extent necessary to give the following opinion. It is 

my opinion tf at the Transaction Elemenis and any directly related applications, petitions, and/or 

notices, to the extent such elements and directly related matters involve CRC, meet the 

requirements of the law. are within the corporate powers of CRC, and will be legally authorized 

and valid if approved by the Surface Transportation Board. Capitalized terms used and not 

otherwise defined in this Opinion shall have the meanings specified in tlie foregoing Application 

I. 
Timothy T. O'Toole, Esq. 
Consolidated Rail Corporation 

Dated this I ^^^dav of June, 1997 at Philadelphia, PA. 
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SECTION 1180.4(c)(2)(i) 

SIGNATURES, OATHS, AND CERTIFICATIONS 
QF APPLICANTS' EXECUTIVE OFFICERS 

CSX CORPORATION AND CSX TRANSPORTATION. INC. 

I, John W. Snow , declare under penalty of perjury that I am Chairman, 

President and Chief Executive Officer of CSX Corporation and Chairman of the Board of CSX 

Transportation, Inc., applicants herein; that I am one of the executive officers duly authorized 

to sign, to verify and to file this Application on behalf of the foregoing; that I have knowledge 

of the matters contain? a in this Application to the extent they relate to the foregoing and that 

the statements made in this Application are tme and cor -"̂ ct to the best of my knowledge and 

belief. 

John W. Snow 

Executed on 3ofu-
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SECTION n80.4(c)(2Ki) 

SIGNATURES, OATHS, AND CERTIFICATIONS 
OF APPLICANTS' EXECUTIVE OFFICERS 

CSX CORPORATION AND CSX TRANSPORTATION. INC 

I . John W. Snow, declare under penalty of perjury that I am Chairman, 

President and Chief Executive Officer of CSX Corporation and Chairman of the Board of CSX 

1 ransportation. Inc., applicants herein; that 1 am one of the executive officers duly authorized 

to sign, to verify and to file this Application on behalf of the foregoing; that 1 have know ledge 

of the matters contained in this Application to the extent they relate to the foregoing; and that 

the statements made in this Application are true and correct to the best of my knowledge and 

belief. 

John W. Snow 

Executed on 3lru- l ' ^ , 19*? "1 



I , Alan A. Rudnick. hereby certify that I am Corporate Secretary of CSX Corporation, 

applicant herein, and that John W. Snow. Chairman. President and Chief Executive Officer of 

CSX Corporation., is duly authorized to sign, to verify, and u file this Application on behalf 

of the foregoing. 

/^'^ P 1 ^ I 
^ — ^ 1 1,/ I- " 

Corporate Secretary 

Dated this M dav of June 1997 at Richmond, VA 



I , Alan A. Rudnick, hereby certify that I am Corporate Secretary of CSX Corporation, 

applicant herein, and that John W. Snow, Chairman, President and Chief Executive Officer of 

CSX Corporation., is duly authorized to sign, to verify, and to fils this Application on behalf 

of the foregoing. 

Corporate Secretary 

Dated this 1 / day of June 1997 at Richmond, VA 
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I, Patricia J. Aftoora, hereby certify that I am Corporate Secretary of CSX 

Transportation, Inc., applicant herein, and that John W, Snow, Chairman of the Board of CSX 

Transportation, IIK. . is duly authorized to sign, to verify, and to file this Application on behalf 

of the foregoing. 

Corporate SttJretary 

Dated this H "̂^ day of June 1997 at Jacksonville,, FL 
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I. Patricia J Aftoora. hereby certify that I am Corporate Secretary of CSX 

Transportation, Inc.. applicant herein, and that John W. Snow, Chairman of the Board oi CSX 

Transportation. Inc.. is duly authorized to sign, to verify, and to file this Application on behalf 

of the foregoing. 

Corporate Secretary 

Dated this I ^ day of June 1997 at Jacksonvi l l e , . FL 



SJECTIQN n8Q.4<c){2>m 

SIGNATURES, OATHS AND CERTIFICATIONS 
OF APPLICANTS' EXECUTIVE OFFICERS 

I, David R. Goode, declare under penalty of perjury thoi I am Chairman, 

Piesident and Chief Executive Officer of Norfolk Southern Corporation and President 

and Chief Executive Officer of Norfolk Southern Railway Company, applicants 

herein; that I am one of tho executive officers duly authorized to sign, to verify and 

to file this Application on behalf of the foregoing; that I have knowledge of the 

matters contained in this Application to the extent they relate to the foregoing; and 

that the statements made in th/s Application are true and correct to the best of my 

knowledge and belief. 

David R. Goode 

Executed on i% H ^ 7 



SECTION 1180.4(c)(21(il 

SIGNATURES. OATHS AND CERTIFICATIONS 
OF APPUCANTS' QCICUTIVE OFFICERS 

I, David R. Goode, declare under penalty of perjury that I am Chairman, 

President and Chief Executive Officer of Norfolk Southern Corporation and President 

and Chief Executive Officer of Norfolk Southern Railway Company, applicants 

herein; that I am one of the executive officers duly authorized lo sign, to verify and 

to file this Application on behalf of the foregoing; that I have knowledge of the 

matters contained in this Application to the extent they relate to the foregoing; and 

that the statements made in this Application are true and correct to the best of my 

knowledge and belief. 

David R. Goode 

Executed on J^^*^ 19 ^ 7 
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I, Dezora M. Martin, hereby certify that I am Corporate Secretary of Norfolk 

Southern Corporation and Assistant Corporate Secretary of Norfolk Southern 

Railway Company, applicants herein, and that David R. Goode, Chairman, President 

and Chief Executive Officer of Norfolk Southern Corporation and President and 

Chief Executive Officer of Norfolk Southern Railway Company, is duly authorized to 

sign, to verify, and to file this Application on behalf of the foregoing. 

Dated this n day of June, 1997, at Norfolk, VA 

Corpm^te Secretary 
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I, Dezora M. Martin, hereby certify that I am Corporate Secretary of Norfolk 

Southern Corporation and Assistant Corporate Secretary of Norfolk Southern 

Railway Company, applicants herein, and that David R, Goode, Chairman, President 

and Chief Executive Officer of Norfolk Southern Corporation and President and 

Chief Executive Officer of Norfolk Southern Railway Company, is duly authorized to 

sign, to verify, and to file this Application on behalf of the foregoing. 

Corporate Secretary 

Dated this H day of June, 1 997, at N o r f o l k , VA _ 



SECTION 1180: 

SIGNATURES. OATHS. AND CERTIFICATIONS 
OF APPLICANTS' EXECUTIVE OFFICERS 

CONRAIL INC. AND CONSOLIDATED P^IL CORPORATION 

1. Dav id M, LcVan, declare under penalty of perjury that I am Chairman, 

President and Chief Executive Officer of Conrail Inc. and Consolidated Rail Corporation, 

applicants herein: that 1 am one of the executive officers duly authorized to sign, to verify 

and to file this Application on behalf of the foregoing; thai 1 have knowledge of the 

matters contained in this Application lo the extent they relate to the foregoing; and that 

the statements made in this Application are true and cortect lo the best of my knowledge 

and belief. 

David M. LeVan 

Executed on 



SECTION 1180-4(g)(2Xi) 

SIGNATURES. OATHS. AND CERTIFICATIONS 
OF APPLICANTS' EXECUTIVE OFFICERS 

CONRAIL fNC AND CONSOLIDATED RAIL CORPORATION 

I, David M. LeVan. declare under penalty of perjury that I am Chairman, 

President and Chief Executive Officer of Conrai) Inc. and Consolidated Rail Corporation, 

applicants herein; that I am one of the executive officers duly authorized lo sign, to verify-

and to file this Application on behalf of the foregoing; that I have knowledge of the 

matters contained in this Application to the extent they relate to the foregoing; and that 

the statements made in this Application are tme and cortect to the best of my knowledge 

and belief. 

David M. LeVan 

Executed on 
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James D. McGeehan hereby certify^ that I am Secretary of 

Conrail Inc. and Consolidated Rail Corporation, applicants herein, and that 

David M. LeVan, Chainnan. President, and Chief Executive Officer of Conrail Inc. and 

Consolidated Rail Corporation is duly authorized to sign, to verify', and to file this 

Application on behalf of the foregoing. 

Dated this t °7 day of June 1997 at Phi ladel 
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I , James D. McGeehan ^ hereby certify that I am Secretary of 

Conrail Inc. and Consolidated Rail Corporation, applicants herein, and that 

David M. LeVan, Chairman. President, and Chief Executive Officer of Coru-ail Inc. and 

Con.solidated Rail Corporation is duly authorized to sign, to verify, and to file this 

Application on behalf of the foregoing. 

Dated this I ̂  ' dav of June 1997 at Phi lade l i u a , PA. 



CERTIFICATE OF SERVICE 

I c e r t i f y that I w i l l cause to be served 9 conformed copy of 

the foregoing Application in Finance Docket No. 33388, and 

conformed copies of verified statements, appendices, and exhibits 

in support of the Application, by f i r s t c l a s s n a i l , properly 

addressed with postage prepaid, or more expeditious manner of 

delivery, upon a l l persons required to be served as set forth in 49 

C.F.R. S 1180.4(c)(5), namely: 

( i ) The Governor (or Executive Officei,, Public Service 

Commission, and Department of Transportation of each State i n which 

any part of the properties of Applicant carriers involved in the 

proposed transaction i s situated; 

( i i ) The Secretary of the United States Department of 

Transportation (Docket Clerk, Office of Chief Counsel, Federal 

Railroad Administration, Room 5101, 400 7tJh Street, S.W., 

Washington, D.C. 20590); 

( i i i ) The Attorney General of the United States; 

(iv) The Federal Trade Commission; 

(V) Judge Jacob Leventhal; 

(vi) A l l parties of record in Finance Docket 33388; and 

( v i i ) A l l other persons who requested a copy after 

Applicants' p r e - f i l l i n g notice was published in the Feder^jL 

Dated at Washington, D.C, this . day of June, 1997. 

^9 

Jeff Dennau 



CERTIFICATE OF SERVICE 

I -ertify that T w i l l cause to be served a conformed copy of 

the foretjoing Application in Finance Docket No. 33388, and 

conformed copies of verified statements, appendices, and exhibits 

in support of the Application, by f i r s t c l a s s mail, properly 

addressed with postage prepaid, or more expeditious manner of 

delivery, upon a l l persons required to be served as set forth in 49 

C.F.R. 5 1180.4(c)(5), namely: 

(1) The Governor (or Executive Officer), Public Service 

Commission, and Department of Transportation of each State in which 

any part of the properties of Applicant c a r r i e r s involved in the 

proposed transaction i s situated; 

( i i ) The Secretary of the United States Department of 

Transportation (Docket Clerk, Office of Chief Counsel, Federal 

Railroad Administration, Room 5101, 400 7th Street, S.W., 

Washington, D.C. 20590); 

( i i i ) The Attorney General of the 'inited States; 

(iv) The Federal Trade Commission; 

(V) Judge Jacob Leventhal; 

(vi) A l l parties of record in Finance Docket 33388; and 

(v i i ) A l l other persons who requested a copy after 

Applicants' p r e - f i l l i n g notice was published in the F^dfraA 

Register. 

Dated at Washington, D.C, this . 3^ day of June, 1997. 

,.9 

/ 7/ / f Je f f Denioan 
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Respectfully submitted. 

JAMES C. BISHOP, JR. 
WILLIAM C. WOOLDRIDGE 
J. GARY LANE 
JAMES L. HOWE, III 
ROBERT J. COONEY 
A. GAYLE JORDAN 
GEORGE A. ASPATORE 
JAMES R. PASCHALL 
ROGER A PETERSEN 
GREG E. SUMMY 
JAMES A. SQUIRES 
Norfolk Southem Corporation 
Three Commercial Place 
Norfolk. VA 23510-2191 
(757) 629-2838 

RICHARD A. ALLEN 
JAMES A. CALDERWOOD 
ANDREW R. PLUMP 
JOHN V, EDWARDS 
Zukert, Scoutt & Rasenberger 
888 Seventeenth Street, N,W, 
Suite 600 
Washington, D.C. 20006-3939 
(202) 298-8660 

JOHN M. NANNES 
SCOT B. HUTCHINS 
Skadden, Arps, Slate. Meagher & Flom LLP 
1440 New York Avenue, N.W. 
Washington, D C. 20005-2111 
(202) 371-7400 

Counsel for Norfolk Southem Corporation and Norfolk Southem Railwav Companv 

June 1997 
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MARK G. ARON DENNIS G. LYONS 
PETER J. SHUDTZ JEFFREY A. BURT 
ELLEN M. FITZSIMMONS RICHARD L. ROSEN 
CSX Corporation MARY iABRIELLE SPRAGUE 
One James Center PAUL T. DENIS 
901 East Cary Street DREW A. HARKER 
Richmond, VA 23129 SUSAN T. MORITA 
(804) 782-1400 SUSAN B. CASSIDY 

SHARON L. TAYLOR 
JEFFREY R. DENMAN 

P. MICHAEL GIFTOS JODI B. DANIS 
DOUGLAS R. MAXWELL CHRIS P. DATZ 
PAUL R. HITCHCOCK AMANDA J. PARACUELLOS 
NICHOLAS S. YOVANOVIC Arnold & Porter 
FRED R, BIRKHOLZ 555 12th Street, N.W. 
JOHN W, HUMES, JR. Washingon. D.C. 20004-1202 
R, LYLE KEY, JR. (202) 942-5000 
CHARLES M. ROSENBERGER 
PAMELA E. SAVAGE SAMUEL M. SIPE. JR. 
JAMES D. TOMOLA BETTY JO CHRISTIAN 
CSX Transportation, Inc. TIMOTHY M. WALSH 
500 Water Street DAVID H. COBURN 
Jacksonville, FL 32202 CAROLYN D CLAYTON 
(904) ?59-3100 Stepioe & Johnson LLP 

1330 Connecticut Avenue, N.W. 
Washington. D.C. 20036-1795 
(202) 429-3000 

Counsel for CSX Corporation and CSX Transportation. Inc. 

June 1997 
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TIMOTHY T. O'TOOLE 
CONSTANCE L. ABRAMS 
ANNE E. TREADWAY 
JOHN J. PAYLOR 
JONATHAN M. BRODER 
DAVID C. ZICCARDI 
Consolidated Rail Corporation 
Two Commerce Square 
2001 Market Street 
Philadelphia. PA 19101 
(215) 209-4000 

PAUL A. CUNNINGHAM 
RICHARD B. HERZOG 
DAVID A. HIRSH 
ROBERT M. JENKINS, III 
A. CARL KASEMAN, III 
GERALD P. NORTON 
JAMES G. RAFFERTY 
MICHAEL J. GERGEN 
JAMES M. GUINIVAN 
JOEL A. RABINOVITZ 
Harkins Cunningham 
1300 Nineteenth Street, N.W. 
Suite 600 
Washington, D.C. 20036 
(202) 973-7600 

Counsel for Conrail Inc. and Consolidated Rail Corporation 

June 1997 
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Respectfully submitted. 

JAMES C. BISHOP, JR 
WILLIAM C. WOOLDRIDGE 
J. GARY LANE 
JAMES L. HOWE. Ill 
ROBERT J. COONEY 
A. GAYLE JORDAN 
GEORGE A ASPATORE 
JAMES R. PASCHALL 
ROGER A. PETERSEN 
GREG E. SUMMY 
JAMES A. SQUIRES 
Norfolk Southem Corporation 
Three Commercial Place 
Norfolk. VA 23510-2191 
(757; 629-2838 

RICHARD A. ALLEN 
JAMES A. CALDERWOOD 
ANDREW R. PLUMP 
JOHN V. EDWARDS 
Zukert, Scoutt & Rasenberger 
888 Seventeenth Street, N.W. 
Suite 600 
Washington, D C. 20006-3939 
(202) 298-8660 

JOHN M. NANNES 
SCOT B. HUTCHINS 
Skadden, Arps, Slate, Meagher & Flom LLP 
1440 New York Avenue, N.W. 
Washington, D C. 2000.'=-2111 
(202) 371-7400 

Counsel for Norfolk Souihern Corporation and Norfolk Southem Railwav Companv 

June 1997 



MARK G. ARON 
PETER J. SHUDTZ 
ELLEN M. FITZSIMMONS 
CSX Corporation 
One James Center 
901 East Cary Street 
Richmond. VA 23129 
(804) 782-1400 

P MICHAEL GIFTOS 
DOUGLAS R MAXWELL 
PAUL R HITCHCOCK 
NICHOLAS S. YOVANOVIC 
FF.ED R BIRKHOLZ 
JOHN W. HUMES. JR. 
R. LYLE KEY. .IR. 
CHARLES M. ROSENBERGER 
PAMELA E. SAVAGE 
JAMES D. TOMOLA 
CSX Tran.sportation, Inc. 
500 Water Street 
Jacksonville, FL 32202 
(904) 359-3100 

DENNIS G. LYONS 
JEFFREY A BURT 
RICHARD L. ROSEN 
MARY GABRIELLE SPRAGUE 
PAUL T. DENIS 
DREW A. HARKER 
SUSAN T. MORITA 
SUSAN B. CASSIDY 
SHARON L. TAYLOR 
JEFrREY R. DENMAN 
JODI B. DANIS 
CHRIS P. DATZ 
AMANDA J. PARACUELLOS 
Arnold & Porter 
555 12th Street, N.W. 
Washington, D.C. 20004-1202 
(202) 942-5000 

SAMUEL M. SIPE. JR. 
BETTY JO CHRISTIAN 
TIMOTHY M, WALSH 
DAVID H COBURN 
CAROLYN D. CLAYTON 
Stepioe & Johnson LLP 
1330 Connecticut Avenue, N.W. 
Washington, D.C. 20036-l'95 
(202) 429-3000 

Cr nsel for CSX Corporation and CSX Transportation. Inc. 

June 1997 



TIMOTHY T. O'TOOLE 
CONSTANCE L. ABRAMS 
ANNE E. TREADWAY 
JOHN J. PAYLOR 
JONATHAN M. BRODER 
DAVID C. ZICCARDI 
Consolidated Rail Corporation 
Two Commerce Square 
2001 Market Street 
Philadelphia, PA 19101 
(215) 209-4000 
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ROBERT M. JENKINS, III 
A. CARL KASEMAN, III 
GERALD P. NORTON 
JAMES G. RAFFERTY 
MICHAEL J. GERGEN 
JAMES M, GUINIVAN 
JOEL A. RABINOVITZ 
Harkins Cunningham 
1300 Nineteenth Street, N.W. 
Suite 600 
Washington, D C. 20036 
(202) 973-7600 

Counsel for Conrail Inc. and Consolidated Rail Corporation 

June 1997 
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SUMMARY OF BENEFITS 
CSX/Conrail 
($ in Millions) 

Appendix A 
Page 1 of 1 

fSJ 

BENEFIT COMPONENT 

(1) 

OPERATING REVENUE GAINS: 
Revenue Increase from Traff c Gains 
Revenue Adjustment per ALK Split 
Cost of Handling Added Traffic 
Expense Adjustment per ALK Split 

Net Revenue Gains 

OPERATING BENEFITS 

YEAR ONE 
ANNUAL ONE-TIME 

(3) (2) 

104 2 
66.4 

(66.6) 
(45 9) 
58.1 

Enyineering - Mainlenadce of Way $ 7 4 $ 
Mechanical $ 17.7 $ 
1 ransportation $ 12.5 $ 
Equipment Requirements & Utilization $ 25.7 $ 
Intermodal Operations $ 7.0 $ 
Purchasing $ 6.1 $ 

sutJtotal $ 76 4 $ 

(322.4) 
(16.2) 

0.4 
(338.2) 

Support Functions 
Gen'l Admin 
Info. Technology 

subtotal 

subtotal 
Separate Facility Obligation 

$ 
$ 

59.2 $ 
5.0 $ (28.0) 

$ 64.2 $ (28.0) 

$ 140 6 $ (366.2) 
$ (19.2) $ 

YEAR TWO 
ANNUAL ONE-TIME 

(4) (5) 

$ 243.2 
$ 66.4 
$ (155.3) 
$ (45.9) 
$ 108.4 

$ 24 4 $ (105.0) 
$ 17.7 $ (16.2) 
$ 31.9 $ 
$ 54.0 $ 
$ 9.7 $ 
$ 154 $ 0.5 
$ 153.1 $ (120.7) 

$ 63 5 $ 
$ 10.0 $ (44.0) 
$ 73.5 $ (44.0) 

$ 226 6 $ (164.7) 
$ (17.4) $ 

Total Operating Benefits $ 121.4 $ (366.2) $ 209.2 $ (164.7) 

Employee Separation/Relocation 
Expendiluies Avoided 
Shipper LogisLcs Benefits 
Highway Maintenance Benefits 

Tolai Merger Benefits 

$ (201.4) 
$ 182.2 

$ 166.0 
$ 50.0 

$ -

$ 166.0 
$ 50.0 

$ (16.6) 
$ 78.8 

YEAR THREE 
ANNUAL ONE-TIME 

(6) (7) 

$ 347.3 
$ 66.^ 
$ (221.9) 
$ (45.9) 
$ 145,9 

NORM/U 
YEAR 

(ft) 

$ 347.3 
$ 66.4 
$ ^221.9) 
$ (45.9) 
$ 145.9 

$ 395.5 $ (385.4) $ 533.6 $ (102.5) 

$ 37 6 $ (51.6) $ 37,6 
$ 17.7 $ (16,2) $ 17,7 
$ 46.7 $ - $ 46.7 
$ 75.8 $ - $ 75.C 
$ 13.0 $ - $ 13.0 
$ 30.7 $ 0.0 $ 30.7 
$ 221.5 $ (67.3) $ 221.5 

$ 64.3 $ $ 64.3 
$ 10.0 $ (4.0) $ 10,0 
$ 74.3 $ (4.0) $ 74.3 

$ 295.8 $ (71,3) $ 2958 
$ (12.4) $ $ (5,G; 

$ 283.4 $ (71.3) $ 289,9 

$ _ $ (4.9) $ 
$ 75.9 

$ 166.0 $ 166,0 
$ 50,0 $ 50.0 

$ 645.3 $ (0.3) $ 6£1,8 
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NS SUMMARY OF BENEFITS 
( t Thousands) 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

Year 1 Vear 2 Year 3 DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

Operating Rev Total Operating Rev Total Operating Rev Total 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

$148,302 
24,600 

$148,302 
24.600 

395.473 
65,600 

$395 473 
65,600 

494,341 
82,000 

$494,341 
-82.000 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

123,702 
33,822 

123,702 

33,822 

329873 

90.193 
329.873 

90 193 

412.341 

112,741 
412.341 

112,741 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

$89,880 $89,880 $239,680 $239,680 $299,600 $299,600 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

Operating Exp Capital Total Operating Exp Capital Total Operating Exp Capital Total 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

($15,520) 
0 

5,994 
2,050 
9,065 
6,033 
5,695 

36,728 
18,919 

$0 
206,735 

47,657 
60,000 

2,600 
14,200 
10,920 

0 

5,000 

($15,520) 
206.735 

53.650 
57,950 

6.465 
8.167 

16,615 
36,728 
23,919 

($2,884) 
849 

15,983 
-7,700 
17,330 
19,805 
15,188 
40,376 
24,793 

$0 
200,839 

14,398 
-34,500 

-7.500 
1,600 

13.840 
0 

5,000 

($2,884) 
-199,990 

30,381 
•42,200 

9,830 
21,405 
29.028 
40,376 
29,793 

$6,869 
849 

19,979 
800 

22,462 
30,022 
18,985 
44,389 
27,142 

$0 
91,843 
33,999 
-1,000 
-2,500 
2,000 

11,300 
0 

5,000 

$6,869 
90,994 
53,978 

-200 
19,962 
32,022 
30,285 
44,389 
32,142 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

68,964 68,964 123,739 123,739 171,496 171,496 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

219,958 -219,958 208,001 208,001 -43,044 -43,044 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

$90,402 
-24,448 
19,888 

$90,402 
24,448 
19,888 

$79,008 
0 

-4,426 

$79,008 
0 

-4,426 

$81,684 
0 

-769 

$81,684 

0 
-769 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

90,402 90,402 79,008 79,008 81,684 81,684 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

44,336 -44,336 4,426 4,426 769 -769 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

$115,030 ($219,958) ($104,928) $188,321 ($208,001) ($9,680) $252,411 ($43,044) $209,367 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

$204,910 

27,630 

24.600 

13,651 

($219,958) 

0 

0 

0 

($15,048) 

27,630 

24,600 

13,651 

$438,001 

73,680 

65,600 

36,403 

($208,001) 

0 

0 

0 

$230,000 

73,680 

65,600 

36,403 

$552,011 

92,100 
82,000 
45,504 

($43,044) 

0 

0 

0 

$508,968 

92,100 

82,000 

45,504 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive 

$180,911 ($219,958) ($39,047; $374,004 ($208,001) $168,003 $472,015 ($43,044) $428,971 

DESCRIPTION 

REVENUE GAINS 

Gfo'jS Revetiue Gains 
Cnwpt^titivff Effects 
Adjusted Gfoss Revenue Gatris 
Incremf-.pial Opeiatirig Costs 
N : : T REVENUE GAINS 

OPF RATING BENEFITS 

Nori-Labof Benefits 

Yaf' i A Terminal Consolidation 
Tiack Up gfrides. Now Constfudton & Retireinent 
Equtprnont Utilization 

Equipment Maintenance 

Maintenance of Way 
Infoimatton Tectinologies & Communications 
Materials Supply 
Shops and Othef Expenses Assumed 
General A Administrative 
Total Non Labor OE 
Total Non.Labor - Capital 

C7i Labor Savings 

Recurring Savings (Note 1) 
Labor Protection/Separation NA 
Labor Protection/Separation - A 
Total Lab - Recurnng OE 
Total Labor - One time 

TOTAL OPERATING COSTS AND BENEFITS 

SUB TOTAL NET OPERATING BENEFITS 

SHIPPER LOGISTICS BENEFITS 

COMPETITIVE PRICING BENEFITS 

HIGHWAY MAINTENANCE BENEFITS 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gams 
Atl Inclusive $270,791 ($219,958) $50,833 $613,684 ($208,001) $405,683 $771,615 ($43,044) $728,571 

Note 1 Based on average 1996 agreement positions and April, 1997, non-agreement positions See joint 
verified sfalemenl of Kenneth R Peifer snd Robert S Spenski 
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NS SUMMARY OF BENEFITS 
($ Thousands) 

DESCRIPTIONS Recurring Annual Benafit i (Costs) 3-Yaar Tatala 

Opar. Exp Cap, Exp. Total Opar, Exp, Cap, Exp, 

REVENUE G A I N S 
Gross Revenue Gains $494,341 $494 341 $1,038,116 

Competitive Effects ($82,000) ($82,000) ($172,200) 

Adjusted Gross Revenue Gains $412,341 $412,341 $865,916 

Incremental Operating Costs ($112,817) ($112,817) ($236,755) 

NET REVENUE GAINS $299,524 $299,524 $629,161 

OPERATING BENEFITS 
Non-Labor Benefits 

Yard Si Terminal Consolidation $6,869 0 6,869 ($11,535) $0 

t rack Up-grades. New Construction & Retiraments $849 0 849 $1,698 ($499,417) 

Equipment Utilization $19,979 0 19,979 $41,955 $96,054 

Equipment Maintenance $5,100 3,000 8.100 ($4,850) ($95,500) 

Maintenance of Way $22,462 0 22,462 $48,856 ($12,600) 

Information Tectinologies & Communications $32,500 2,000 34,500 $55,859 ($10,600) 

Matenals Supply $18,985 10,570 29,555 $39,868 $36,060 

Shops and Other Expenses Assumari $37,989 0 37,989 $121,493 $0 

General & Administ. ative $27,142 5,000 32,142 $70,854 $15,000 

Total Non-Labor - 0- . $171,875 $171,875 $364,199 

Total Non-Labor - Ca >ital $20,570 $20,570 ($471,003) 

Labor Savings 
Recurnng Savings (Note ' $61,684 $81,684 $251,093 

Labor Protection/Separalio i - NA (Note 2) ($73,353) 
Labor Protection/Separation - A ($25,083) 
Total Labor -- Recurring OE $61,684 $81,684 $251,093 

Total Labor - One-time (Note 3) ($98,436) ($218,300) 

SUB-TOTAL NET OPERATING BENEFITS $553,083 $20,570 $573,653 $1,146,017 ($889,304) 

SHIPPER LOGISTICS BENEFITS $92,100 $0 $92,100 $193,410 $0 

COMPETiriVE PRICING BENEFITS $82,000 $0 $82,000 $172,200 $0 

HIGHWAY MAINTENANCE BENEFITS $45,504 $0 $45,504 $95,558 SO 

TOTAL COSTS AND BENEFITS 
Excluding Revenue Gains 
All Inclusive 

$473,163 $20,570 $493,733 $978,024 ($689,304) Excluding Revenue Gains 
All Inclusive $772,687 $20,570 $793,257 $1,607,165 ($689,304) 

Note 1 Based on average 1996 agreement positions and April, 1997, non-agraamant positions Saa joint 
verified statement of Kenneth R Palfat and Robert S Spanski 
Note 2 3-Year total includes NS share ot CR OE sevaranca prior to year 1 
Note 3 3-Yaar capital total includes severance accrued in purchase accounting. 
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SECTIOt^ 1180,9 (a) EXHIBIT 16 

PRO FORMA BALANCE SHEET 
CSX 

(In Millions) 

APPENDIX C 
Page 1 of 11 

CSX 
HISTORICAL 

1995 AS CSX 
REPORTED ADJUSTMENTS BASE YEAR 

(1) (2) (3) 

ASSETS 
CURRENT ASSETS 

CASH, CASH EQUIVALENTS, & SHORT-TERM INVESTMENTS $660 ($80) $580 
ACCOUNTS RECEIVABLE 832 

($80) 
832 

OTHER CURRENT ASSETS 443 443 
TOTAL CURRENT ASSETS 1,935 (80) 1,855 

PROPERTIES-NET 11,297 173 11,470 
OTHER LONG-TERM ASSETS 1,050 6 1,056 

f s j 
TOTAL ASSETS $14,282 $99 $14,381 

LIABILITIES AND SHAREHOLDERS' EQUITY 
CURRENT LIABILITIES 

SHORT TERM DEBT $148 $148 
CURRENT MATURITIES OF LONG-TERM DEBT 486 486 
ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES 2,35/ ($42) 2,315 

TOTAL CURRENT LIABILITIES 2,991 (42) 2,949 

LONG-TERM DEBT 2.222 2,222 
DEFERRED INCOME TAXES 2,560 71 2,631 
C7HER LCMG-TERM LIABILITIES 2,267 (39) 2,228 

TOTAL LIABILITIES 10,040 (10) 10,030 

SHAREHOLDERS' EQUITY 
COMMON STOCK, $1 PAR VALUE 210 210 
OTHER CAPITAL 1,210 1,210 
RETAINED EARNINGS 2,822 109 2,931 

TOTAL SHAREHOLDERS' EQUITY 4,242 109 4,351 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $14,282 $99 $14,381 



NOTES TO PRO FORMA BALANCE SHEET EXHIBIT 16 

CSX APPENDIX C 
BASE YEAR Page 2 of 11 

CSX HISTORICAL 1995 AS REPORTED: Represents CSX's 1995 balance sheet as reported in the 1995 
Form 10-K, 

ADJUSTMENTS: Represents adjustments made to eliminate the effects on CSX's balance sheet of the following 
non-recurring transactions reported in 1995: (1) a restructuring charge and (2) a net gain on the issuance of an 
equity interest in the operations of a subsidiary and the writedown of various investments. 

CSX BASE YEAR: Represents CSX's 1995 balance sheet as reported in the 1995 Form 10-K, revised to include 
the adjustments indicated in 2, above. 

OTHER: CSX acquired a majority interest in and obtained STB authority to control The Indiana Rail Road 
Company (INî D) in 1996. Prior to the date of control (including base year 1995 used for tnis Application), the 
financial statements of INRD were not reported as part of the consolidated financial statements of CSX, INRO 
had revenues of approximately $13 million and net income of approximately $3 million for 1995. 



SECTION 1180 9 (a ) 
EXHIBIT 16 

PRO FORMA BALANCE SHEET 
CONRAIL 

(In Millions) 

APPENDIX C 
Page 3 of 11 

ALLOCATION OF 
CONRAIL CONRAIL BASE YEAR 

HISTORICAL 
1995 AS CONRAIL 

REPORTED ADJUSTMENTS BASE YEAR CSX NS 

(1) (2) (3) (4a) (4b) 

ASSETS 
CURRENT ASSETS 

CASH, CASH EQUIVALENTS. & SHORT-TERM INVESTMENTS $73 $37 $110 $46 164 
ACCOUNTS RECEIVABLE 614 614 258 356 
OTHER CURRENT ASSETS 519 519 218 301 

TOTAL CURRENT ASSETS 1,206 37 1,243 522 721 

PROPERTIES-NET 6,408 265 6,693 2,811 3.882 
OTHER LONG-TERM ASSETS 810 810 340 470 

TOTAL A.SSETS $8,424 $322 $8,746 $3,673 $5,073 

LIABILITIES AND SHAREHOLDERS EQUITY 
CURRENT LIABILITIES 

SHORT-TERM DEBT $89 $89 $37 S62 
CURRENT MATURITIES OF LONG-TERM DEBT 181 181 78 105 
ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES 900 900 376 522 

TOTAL CURRENT LIABILITIES 1,170 0 1,170 491 679 

LONG-TERM DEBT 1,911 1,911 603 1,108 
DEFERRED INCOME TAXES 1.393 130 1.523 640 663 
OTHER LONG-TERM LIABILITIES 973 973 406 565 

TOTAL LIABIL.i'lES 5,447 130 5,577 2,342 3,235 

SHAREHOLDERS' EQUITY 
COMMON STOCK. $1 PAR VALUE 85 85 36 49 
ESOP PREFERRED STOCK 262 282 116 164 
OTHER CAPITAL 1,434 1,434 602 832 

RETAir j tD EARNINGS 1,176 192 1,368 575 793 

TOTAL SHAREHOLDERS' EQUITY 2,977 192 3,169 1,331 1,836 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $6,424 $322 $6,746 $3,673 $5,073 



NOTES TO PRO FORMA BALANCE SHEET 

CONRAIL 

BASE YEAR 

EXHIBIT 16 

APPENDIX C 
Page 4 of 11 

CONRAIL HISTORICAL 1995 AS REPORTED: 
Form 10-K. 

Represents Conrail's 1995 balance sheet as reported In the 1995 

ADJUSTMENTS Represents adjustments made to eliminate the effects on Conrail's balance sheet of the following 
non-recurring transactions reported in 1995: (1) asset disposition charge and (2) decrease in state income tax rate. 
An adjustment was also made to eliminate from the base year the balance sheet effects of permanent annual cost 
savings resulting from a 1996 voluntary separation program. 

CONRAIL BASE YEAR: Represents Conrail's 1995 balance sheet as reported, revised to include the adjustments 

indicated in 2 above. 

ALLOCATION OF CONRAIL BASE YEAR: For purposes of this STB pro forma presentation, the financial statements 
for Conraii were divided based on the Percentage, which reflects the economics of the transaction. No separate 
estimation was made for that portion of Conrail which will be shared. It is expected that the assets and operat'ons 
which will be jointly controlled will be accounted for under the equity method of accounting by both CSX rnd NS after 
the Control Date. 

a. CSX: Represents 42% of Conrail's assets, liabilities, and shareholders' equity, 

b NS Represents 58% of Conrail's ..ssets, liabilities, and shareholders' equity. 



SECTION 1180 9(a) 
EXHIBIT 16 

PRO FORMA BALANCE SHEET 
CSX / CONRAIL 

(In Millions) 

APPENDIX C 
Page 5 of 11 

CONRAIL OPERATIONS ACQUIRED 
CSX PORTION PURCHASE 

CSX OF CONRAIL ACCOUNTING CSX / CONRAIL 
BASE YEAR BASE YEAR ADJUSTMENTS TOTAL BASE YEAR 

ASSETS 
(1) (2a) (2b) (2c) (3) 

CURRENT ASSETS 
CASH. CASH EQUIVALENTS, 8, SHORT-TERM INVEt>TMENTS $580 $46 $46 $626 
ACCOUNTS RECEIVABLE 832 258 258 1,090 
OTHER CURRENT ASSETS 443 218 218 661 

TOTAL CURRENT ASSETS 1,855 522 0 522 2,377 

PROPERTIES-NET 11,470 2,811 4,011 6,822 18,292 
OTHER LONG-TERM ASSETS 1,056 340 764 1,104 2,160 

TOTAL ASSETS $14,381 $3,673 $4,775 $8,446 $22,629 

LIABILIT ES AND SHAREHOLDERS' EQUITY 

IJJ CURRENT LIABILITIES 
SHORT-TERM DEBT $148 $37 $37 $185 
CURRENT MATURITIES OF LONG-TERM DEBT 486 76 76 562 
ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES 2,315 378 170 548 2,863 

TOTAL CURRENT LIABILITIES 2,949 491 170 661 3,610 

LONG-TERM DEBT 2,222 803 4,277 5,080 7,302 
DEFERRED INCOME TAXES 2,631 640 1,466 2,106 4,737 
OTHER LONG-TERM LIABIL .T IES 2,228 408 193 601 2,829 

TOTAL LIABILITIES 10,030 2,342 6,106 8,448 18,478 

SHAREHOLDERS' EQUITY 
COMMON STOCK. $1 PAR VALUE 210 36 (36) 0 210 
ESOP PREFERRED STOCK lie (118) 0 0 
OTHER CAPITAL 1,210 602 (602) 0 1,210 
RETAINED EARNINGS 2,931 575 (575) 0 2,931 

TOTAL SHAREHOLDERS' EQUITY 4,351 1,331 (1,331) 0 4,351 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $14,381 $3,673 $4,775 $8,448 $22,829 



NOTES TO PRO FORMA BALANCE SHEET 

CSX / CONRAIL 

BASE YEAR 

EXHIBIT 16 

APPENDIX 0 
Page 6 of 11 

CSX BASE YEAR: Represents CSX's 1995 balance sheet as reported in the 1995 Form 10-K. adjusted to 
eliminate the balance sheet effects of non-recurring transactions. See separate CSX base year pro fomia 
balance sheet included in this section of the Application. 

CONRAIL OPERATIONS ACQUIRED: 
a CSX PORTION OF CONRAIL BASE YEAR: Represents CSX's proportionate share of Conrail's 1995 assets 

liabilities, and shareholders' equity under the Division, excluding the effects of non-recurring transactions. 
See separate Conrail pro forma balance sheet included in this section of the Application. 

b, PURCHASE ACCOUNTING ADJUSTMENTS: Represents the acquisition by CSX of its proportionate 
share of Conrail's net assets and the related purchase accounting adjustments for this transaction. 



SECTION 1180.9(a) EXHIBIT 16 

PRO FORMA BALANCE SHEET 
CSX / CONRAIL 

(In Millions) 

APPENDIX C 
Page 7 of 11 

CSX/CONRAIL 
CSX / CONRAIL YEAR1 PRO FORMA 

BASE YEAR ACTIVITY YEAR 1 
(1) (2) (3̂  

ASSETS 
CURRENT ASSETS 

CASH, CASH EQUIVALENTS, & SHORT-TERM INVESTMENTS $626 $4 $630 
ACCOUNTS RECEIVABLE 1,090 1,090 
OTHER CURRENT ASSETS 661 661 

TOTAL CURRENT ASSETS 2,377 4 2,381 

PROPERTIES-NET 18.292 335 19.127 
OTHER LONG-TERM ASSETS 2,160 (154) 2,006 

TOTAL ASSETS $22,829 $685 $23,514 

LIABILITIES AND SHAREHOLDERS' EQUITY 
CURRENT LIABILITIES 

SHORT-TERM DEBT $185 $185 
CURRENT MATURITIES OF LONG-TERM DEBT 562 562 
ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES 2,863 ($21) 2.842 

TOTAL CURRENT LIABILITIES 3,610 (21) 3,589 

LONG TERM DEBT 7,302 (1) 7,301 
DEFERRED INCOME TAXES 4,737 156 4,893 
OTHER LONG-TERM LIABILITIES 2.829 14 2,843 

TOTAL LIABILITIES 18,478 148 18,626 

SHAREHOLDERS' EQUITY 
COMMON STOCK, $1 PAR VALUE 210 210 
OTHER CAPITAL 1,210 1,210 
RETAINED EARNINGS 2,931 537 3,468 

TOTAL SHAREHOLDERS' EQUITY 4,351 537 4.888 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $22,829 $685 $23,514 



SECTION 1180 9(a) EXHIBIT 16 

PRO FORMA BALANCE SHEET 
CSX / CONFIAIL 

(In Millions) 

APPENDIX C 
Page 8 of 11 

CSX / CONRAIL CSX / CONRAIL 
PRO FORMA YEAR 2 PRO FORMA 

YEAR 1 ACTIVITY YEAR 2 

ASSETS 
(1) (2) (3) 

CURRENT ASSETS 
CASH, CASH EQUIVALENTS, & SHORT-TERM INVESTMENTS $630 $4 $634 
ACCOUNTS RECEIVABLE 1,090 1,090 
OTHER CURRENT ASSETS 661 661 

TOTAL CURRENT ASSETS 2,381 4 2.385 

PROPERTIES-NET 19,127 598 19,725 
OTHER LONG-TERM ASSETS 2,006 (2) 2,004 

TOTAL ASSETS $23,514 $600 $24,114 

cn 
LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
SHORT-TERM DEBT $165 $185 
CURRENT MATURITIES OF LONG-TERM DEBT 562 562 
ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES 2,84.'' $112 2,954 

TOTAL CURRENT LIABILITIES 3,589 112 3.701 

LONG-TERM DEBT 7,301 (319) 6,982 
DEFERRED INCOME TAXES 4,893 154 5,047 
OTHER LONG TERM LIABILITIES 2843 14 2,857 

TOTAL LIABILITIES 18.626 (39) 18,587 

SHAREHOLDERS' EQUITY 
COMMON STOCK. $1 PAR VALUE 210 210 
OTHER CAPITAL 1,210 1,210 
RETAINED EARNINGS 3,468 639 4.107 

TOTAL SHAREHOLDERS' EQUITY 4,888 639 5.527 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $23,514 $600 $24.114 



SECTION 1180 9(a) EXHIBIT 16 

PRO FORMA BA ^ N C E SHEET 
CSX / C JNRAIL 

(In Millions) 

APPENDIX C 
Page 9 of 11 

CSX / CONRAIL CSX / CONRAIL 
PRO FORMA YEAR 3 PRO FORMA 

YEAR ? ACTIVITY YEAR 3 

ASSETS 
(1) (2) (3) 

CURRENT ASSETS 
CASH, CASH EQUIVALENTS, & SHC RT-TERM INVESTMENTS $634 $4 $638 
ACCOUNTS RECEIVABLE 1,090 1,090 
OTHER CURRENT ASSETS 661 661 

TOTAL CURRENT ASSETS 2,385 4 2,38') 

PROPERTIES-NET 19,725 530 20,255 
OTHER LONG-TERM ASSETS 2,004 (1) 2,00G 

^ TOTAL ASSETS $24,114 $533 $24,647 

LIABILITIES AND SHAREHOLDERS' '"QUI . Y 
CURRENT LIABILITIES 

GhC?T-TERM DEBT $185 $185 
CURRENI MATURITIES OF LONG-TERM DtZST 562 562 
ACCOUNTS PAYABLE AND OTHER C U R R E I N T LlAP'LITIES 2,654 $129 3,083 

TOTAL CURRENT LIABILITIES 3,701 129 3,830 

LONG TERM DEBT 6.982 (492) 6,490 
DEFERRED INCOME TAXES 5,047 147 5,194 
OTHER LONG-TERM LIABILITIES 2,857 14 2,871 

TOTAL LIABILITIES 18,587 (202) 18,385 

SHAREi^CLDERS' EQUITY 
COMMON STOCK, $1 PAR VALUE 210 210 
OTHER CAPITAL 1,210 1,210 
RETAINED EARNINGS 4,107 735 4,842 

TOTAL SHAREHOLDERS' EQUITY 5,£;27 35 e,262 

TOTAL LIABILITIES Af _ ^i-i.AREHOLDERS' EQUITY $24,114 $533 $24,647 



SECTION 1180,9 (a) 
PRO FORMA BALANCE SHEET 

CSX / CONRAIL 
(In Millions) 

EXHIBIT 16 

APPENDIX C 
Page 10 of 11 

CSX / CONFIAIL 
PRO FORMA 

YEAR 3 
NORMAL YEAR 

ACTIVITY 

CSX / CONRAIL 
PRO FORMA 

NORMAL YEAR 

ASSETS 
CURRENT ASSETS 

CASH, CASH E r JIVALENTS, & SHORT-TERM INVESTMENTS 
ACCOUNTS RECEIVABLE 
OTHER CURRENT ASSETS 

(1) 

$638 
1,090 

661 

(2) 

$4 

(3) 

$642 
1,090 

661 
TOTAL CURRENT ASSETS 2,3(J<» 4 2.393 

PROPERTIES-NET 
OTHER LONG-TERM ASSETS 

20,255 
2,003 

481 
0 

20.736 
2.003 

TOTAL ASSETS $24,647 $485 $25,132 
00 

LIABILITIES AND SHAREHOLDERS' EQUITY 
CURRENT LIABILITIES 

SHORT TERM DEBT 
C TtRENT MATURITIES OF LONG-TERM DEBT 
ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES 

$185 
562 

3,083 $140 

$185 
562 

3.223 
TOTAL CURRENT LIABILITIES 3,830 140 3.970 

LONG-TERM DEBT 
DEFERRED INCOME TAXES 
OTHER LO,MG-TERM LIABILITIES 

6,490 
5,194 
2,871 

(575) 
139 
14 

5.915 
5,333 
2,885 

TOTAL LIABILITIES 18,385 (282) 18.103 

SHAREHOLDERS' EQUITY 
COMMON STOCK, $1 PAR VALUE 
OTHER C A P I T A L 

RETAINED EARNINGS 

210 
1,210 
4 842 767 

210 
1.210 
5.609 

TOTAL SHAREHOLDERS' EQUITY 6,'262 767 7.029 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $24,647 $485 $25,132 



CO 

NOTES TO PRO rORMA BALANCE SHEET 

CSX / CONRAIL 

YEAR 1 THROUGH NORMAL YEAR 

CSX/CONRAIL .RASE YEAR (1995) OR PRO FORMA FOR PRECEDING YEAR For Year 1, represents the pio 
forma comDined CSX,' Conrail base year balance sheet For Year 2 through Norttial Year, represents the pro forma 
combined CSX / Conra I balance sheet for the preceding year See separate combined CSX / Conrail base year. 
Year 1. Year 2, or Year 3 pro fofrr,a balance sheets included in this section of the Applicaton. 

YEAR 1 THROUGH NORMAL YEAR ACTIVITY Represents the effects on the combined CSX / Conrail pro forma 
balance sheets ot the operat;ng results (earnings and cash flows) for the respective years, inclusive of adjustments 
to reflect implementation of the operating plan 

CASH, CASH EQUIVALENTS & SHORT-TERM INVESTMENTS - Represents the normal change in cash 
(resulting from the base year) as denvtd from the statement of sources and application of funds (statement of 
cash flows) 

PROPERTIES - NET - Represents caprtal expenditures f c each of the respective years, including capital 
expenditures necessary to combine operations of CSX and Conrail, less an allovirance for depreciation for each 
year All years reflect an increase in the normal allowance for depreciation resulting from the capital 
expenditures necessary to combine operations and the purchase accounting adjustment to revalue property 
and«quipment 

OTHER LONG-T ERM ASSETS - Represents normal expenditures for other investing activities (resulting from 
the base year), less amortization of goodvî ill arising from the purchase accounting adjustments 

ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES - Represents net cash flov« from other operating 
activities, prinripally net changes in the balance of accounts payable and other current liabilities 

LONG-TERM DEBT - Represents the net issuance or repayment of long-term debt for the respective years 
In any year where there is a net use of cas*' ansing from the combination of CSX and Conrail and the 
implementation of the operating plan, long-term debt is assumed to be issued In any year where there is a net 
source of cash arising from the combination and the operating plan, long-term debt is assumed to be repaid 

DEFERRED INCOME T/0<ES - Rer'esents the net change in the deferred income ax liability resulting 
principally from different book and tax treatment for depreciation expense and for the deprecietion or 
amortization of components of the excess purchase price resulting from the transaction 

OTHER LONG-TERM LIABILITIES - Represents normal proceeds from other financing a -avrties (resulting 
from the base year) as derived from the statement of sources and app'ication of funds (statement of cash Hows), 

EXHIBIT 16 

APPENDIX C 
Page 11 of 11 

RETAINED EARNINGS 
to shareholders 

Represents net earnings for the respective years, less dividenoe Jedired and paid 
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SECTION 1180,9 (b) 
PRO FORMA INCOME STATEMENT 

CSX 
(In Millions) 

EXHIBIT 17 

APPENDIX D 
Page 1 of 11 

CSX 
HISTORICAL 

1995 AS 
REPORTED ADJUSTMENTS 

CSX 
BASE YEAR 

(1) (2) (3) 

OPERATING REVENUE $10,504 ($200) $10,304 

OPERATING EXPENSE 9.332 (411) 6.921 

OPERATING INCOME 1.172 211 1,363 

OTHER INCOME 
INTEREST EXPENSE 

72 
270 

(31) 41 
270 

EARNINGS BEFORE INCOME TAXES 
INCOME TAXES 

974 
356 

180 
71 

1,154 
427 

NET EARNINGS $616 $109 $727 



NOTES TO PRO FORMA INCOME STATEMENT EXHIBIT 17 

CSX APPENDIX D 
BASE YEAR Page 2 of 11 

1 CSX HISTORICAL 1995 AS REPORTED Represents CSX's 1905 income statement as reported in the 1995 
Form 10-K, 

2 ADJUSTMENTS: Represents adjustments made to eliminate the effects of the following non-recurring 
transactions reported in 1995: (1) a restructuring charge and (2) a net gain on the issuance of an equity interest 
in the operations of a subsidiary and the writedown of various investments. Line item reclassifications were also 
made to conform the income statement with presentation changes made in the 1996 Fomi 10-K and applied to 
1995 in that report, 

3 CSX BASE YEAR: Represents CSX's 1995 income statement as reported in the 1995 Form 10-K, revised to 
include the adjustmenL*; indicated in 2. above. 

rvj 



SECTION 1180,9 (b) 
PRO FORMA INCOME STATEMENT 

CONRAIL 
(In Millions) 

EXHIBIT 17 

APPENDIX D 
Page 3 of 11 

CONRAIL 
ALLOCATION OF 

CONRAIL BASE YEAR 
HISTORICAL 

1995 AS 
REPORTED ADJUSTMENTS 

CONRAIL 
BASE YEAR CSX NS 

(1) (2) (3) (4a) (4b) 

OPERATING REVENUE $3,686 $3,686 $1,548 $2,138 

OPERATING EXPENSE 3,230 ($344) 2,886 1.212 1,674 

OPERATING INCOME 456 344 800 336 464 

OTHER INCOME 
INTEREST EXPENSE 

130 
194 

130 
194 

U 
81 

75 
113 

EARNINGS BEFORE INCOME TAXES 
INCOME TAXES 

392 
128 

344 
152 

736 
280 

310 
118 

426 
162 

NET EARNINGS $264 $192 $456 1 $192 $264 
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FXHIBIT 17 
NOTES TO PRO FORMA INCOME STATEMENT 

CONFIAIL APPENDIX D 
BASE YEAR Page 4 of 11 

1. CONRAIL HISTORICAL 1995 REPORTED: Represents Conrail's 1995 income stfl»'»m» P < .-eported in the 1995 
Form 10-K. 

2. ACJUS I'MENTS: Represents adjustments made to eliminate the effects of the following non-recurring transactions 
reported in 1995: (1) asset disposition charge and (2) decrease in state income tax rate. An adjustment was also 
mad'' to eliminate from the base year the effects of permanent annual cosi savings resulting from a 1996 
voluntary separation program, 

3. CONRAIL BASE YEAR: Represents Conraii's 1995 income statement as reported, revised to include the adjustments 
indicated in 2. above. 

4 ALLOCATION OF CONRAIL BASE YEAR: For purposes of this STB pro forma presentation, the financial statemer' 
for Co.;rail were divided based on the Percentage, which reflects the economics of the transaction. No separate 
estimation was made for that portion of Conrail which will t>e shared. It is expected that the assets and operations 
which will be jointly controlled will be accounted fcr under the equity raethod of accounting by both CSX and NS 
after the Control Date. 

a. CSX: Represents 42% of Conrail's revenues and expenses. 

b. NS: Represents 58% of Conrail's revenues and expenses. 
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SECTION 1180,9 (b) 
PRO FORMA INCOME STATEMENT 

CSX / CONRAIL 
(In Millions) 

OPERATING REVENUE 

OPERATING EXPENSE 

OPERATING INCOME 

OTHER INCOME 
INTEREST EXPENSE 

EARNINGS BE-̂ ORE INCOME TAXES 
INCOME TAXcS 

CSX 
BASE YEAR 

(1) 

$10,304 

8,921 

1.383 

41 
270 

1,154 
427 

CONRAIL 
OPERATIONS 

ACQUIRED 
CSX PORTION 
OF CONRAIL 
BASE YEAR 

(2) 

$1,548 

1.212 

336 

55 
81 

310 
118 

EXHIBIT 17 

APPENDIX D 
Page 5 of 11 

CSX / CONRAIL 
BASE YEAR 

(3) 

$11,852 

10.133 

1.719 

M 
351 

1,464 
545 

NET EARNINGS $727 $102 $919 



NOTES TO PRO FORMA INCOME STATEMENT 

CSX / CONRAIL 

BASE YEAR 

EXHIBIT 17 

APPENDIX D 
Page 6 of 11 

CSX BASE YEAR: Represents CSX's 1995 income statement as reported in the 1995 Fonn 10-K. adjusted 
to eliminate the effects of non-recurring transactions and to reflect certain reclassifications. See separate CSX 
base year pro forma income statement included in this section of the Application, 

CONRAIL OPERATIONS ACQL'IRED - CSX PORTION OF CONFIAIL BASE YEAR: Represents CSX's 
proportionate share of Conrail's revenues and expenses under the Division, excluding the effects of non-recurring 
transactions. See separate Conrail base year pro forma income statement included in this section of the 
Application. 



SECTION 1180.9(b) 
PRO FORMA INCOME STATEMENT 

CSX / CONRAIL 
(In M;llions) 

EXHIBIT 17 

APPENDIX D 
Page 7 of 11 

OPERATING REVENUE 

OPERATING EXPENSE 

OPERATING INCOME 

OTHER INCOME 
INTEREST EXPENSE 

EARNINGS BEFORE INCOME TAXES 
INCOME TAXES 

CSX / CONRAIL 
BASE YEAR 

(1) 

$11,652 

10.133 

^719 

96 
351 

1,464 
545 

YEAR1 
ADJUSTMENTS 

(2) 

$170 

140 

30 

290 

(260) 
(94) 

CSX / CONRAIL 
PRO FORMA 

YEAR1 
(3) 

$12,022 

10.273 

1.749 

66 
641_ 

1.204 
451 

NET EARNINGS $919 $753 



SECTION 1130.9 (b) 
PRO FORMA INCOME STATEMENT 

CSX / CONRAIL 

EXHIBIT 17 

APPENDIX D 
Page 6 of 11 

00 

OPERATING REVENUE 

OPERATING EXPENSE 

OPERATING INCOME 

OTHER INCOME 
INTEREST EXPENSE 

EARNINGS BEFORE INCOME TAXES 
INCOME TAXES 

CSX / CONRAIL 
BASE YEAR 

(1) 

$11,852 

10,133 

1.719 

96 
351 

1,464 
545 

YEAR 2 
ADJUSTMENTS 

(2) 

$310 

160 

I fO 

281 

(131) 
_i45i. 

CSX / CONRAIL 
PRO FORMA 

YEAR 2 
(3) 

$12,162 

10,293 

1,869 

96 
632 

1,333 
500 

NET EARNINGS $919 $833 



SECTION 1180.9(b) 
PRO FORMA INCOME STATEMENT 

CSX / CONRAIL 
(In Millions) 

EXHIBIT 17 

APPENDIX D 
Page 9 of 11 

OPERATING REVENUE 

OPERATING EXPENSE 

OPERATING INCOME 

OTHER INCOME 
INTEREST EXPENSE 

EARNINGS BEFORE INCOME TAXES 
INCOME TAXES 

CSX / CONRAIL 
BASE YEAR 

(1) 

$11,852 

10,133 

1,719 

M 
351 

1,464 
545 

YEAR 3 
ADJUSTMENTS 

(2) 

$414 

133 

261 

256 

23 
13 

CSX / CONRAIL 
PRO FORMA 

YEAR 3 
(3) 

$12,266 

10,266 

2,000 

96 
609 

,̂487 
558 

NET EARNINGS $919 $10 $929 



SECTION 1180.0(b) 
PRO FORMA INCOME STATEMENT 

CSX / CONRAIL 
(In Millions) 

EXHIBIT 17 

APPENDIX D 
Page 10 of 11 

U1 

o 

OPERATING REVENUE 

OPERATING EXPENSE 

OPERATING INCOME 

OTHER INCOME 
INTEREST EXPENSE 

EARNINGS BEFORE INCOME TAXES 
INCOME TAXES 

CSX / CONRAIL 
BASE YEAR 

(1) 

$11,852 

10 133 

1,719 

96 
351 

1,464 
545 

NORMAL YEAR 
ADJUSTMENTS 

(2) 

$414 

111 

303 

228 

75 
33 

CSX / CONRAIL 
PRO FORMA 

NORMAL YEAR 
(3) 

$12,266 

10.244 

2,022 

96 
579 

1.539 
578 

NET EARNINGS $919 $42 $961 



EXHIBIT 17 
NOTES TO PRO FORMA INCOME STATEMENT 

CSX/CONRAIL APPENDIX D 

YEAR 1 THROUGH NORMAL YEAR 11 of 11 

1 CSX / CONRAIL BASE YEAR (1995) Represents pro forma combined CSX / Conrail bate year income statement 
included separately in this section of the Application 

2 YEAR 1 THROUGH NORMAL YEAR ADJUSTMENTS Represents the effects on the combined CSX / Conrail pro 
forma base year income statement of cumulative net benefits arising from implementation of the operating plan, 
inclusive of one-time expenses related to comt>ining operations, as weH as depreciation and amortization arising 
from purchase accounting adjustments and interest expense on acquisition debt: 

OPERATING REVENUE - Represents gross revenue gains from additional traffic, as weH as an amount to 
adjust the division of the Conrail base year from an allocation based on the Percentage, which reflects the 
economics of the transaction, to an allocation based on the study period, which reflects traffic modeling based 
on 1995 historical data. 

OPERATING EXPENSE - Represents net benefits from operating and facility efficiencies, reduced by 
< 1) additional expenses incurred to handle increased traffic, (2) increased depreciation expense arising from 
one-time capital expenditures to combine operations and from the purchase accounting adjustment to revalue 
property and equipment, and (3) amortization of goocfwill arising from the purchase accounting adjustments 

3^ INTEREST EXPENSE - Represents the net increase in interest expense arising from debt incurred to finance 
—» the acquisition, net of interest expense reductions arising from debt repayments 

INCOME TAXES - Represents the change In current and deferred income taxes resulting from the net 
adjustments to pretax earnings as outiined above 
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U1 

SECTION 1180,9 (c) EXHIBIT 18 

PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) APPENDIX E 

„ 9,^!^ , Paget of 11 
(In Millions) " 

CSX 
HISTORICAL 

OPERATING ACTIVITIES 
NET EARNINGS 
ADJUSTMENTS TO RECONCILE NET EARNINGS 
TO NET CASH PROVIDED: 

DEPRECIATION AND AMORTIZATION 
DEFERRED INCOME TAXES 
OTHER OPERATING ACTIVITIES 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

INVESTING ACTIVITIES 
PROPERTY ADDITIONS 
OTHER INVESTING ACTIVITIES 

NPT CASH USED BY INVESTING ACTIVITIES 

FINANCING ACTIVITIES 
SHORT-TERM DEBT-NET 
LONG-TERM DEBT ISSUED 
LONG-TERM DEBT REPAID 
CASH DIVIDENDS PAID 
OTHER FINANCING ACTIVITIES 

NET CASH USED BY FINANCING ACTIVITIES 

NET INCREASE (DECREASE) IN CASH AND 
CASH EQUIVALENTS 

1995 AS CSX 
REPORTED ADJUSTMENTS BASE YEAR 

(1) (2) (3) 

$618 $109 $727 

600 600 
(26) 71 45 
375 (155) 220 

1,567 25 1.592 

(1,156) (1,156) 
102 (105) (3) 

(1,054) (105) (1.159) 

(53) (53) 
121 121 

(343) (343) 
(194) (194) 

11 11 
(458) 0 (458) 

$55 ($25) 



EXHIBIT 16 
NOTES TO PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

CSX APPENDIX E 
BASE YEAR Page 2 of 11 

1 CSX HISTORICAL 1995 AS REPORTED: Represents CSX's 1995 sources and application of funds as 
reported in the 1995 Form 10-K, 

2 ADJUSTMENTS: Represents adjustments made to eliminate the effects of the following non-recurring 
transactions reported in 1995: (1) a restructuring charge and (2) a net gain on the issuance of an equity interest 
in the operations of a subsidiary and the writedown of various investments, 

3 CSX BASE YEAR Represents CSX's 1995 sources and application of funds as reported in the 1995 Fonn 10-K, 
revised to include the adjustments indicated in 2, above. 



SECTION 1180 9(c) E.XHIBIT 18 

PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 
CONRAIL APPENDIX E 

(In Millions) Page 3 of 11 

ALLOCATION OF 
CONRAIL ' CONRAIL BASE YEAR 

HISTORICAL 
1995 AS CONRAIL 

REPORTED ADJUSTMENTS BASE YEAR CSX NS 
(1) (2) (3) (4a) (4b) 

OPERATING ACTIVITIES 
NET EARNINGS $264 $192 $456 $192 $264 
ADJUSTMENTS TO RECONCILE NET EARNINGS 

$264 

TO NET CASH PROVIDED: 
DEPRECIATION AND AMORTIZATION 293 293 123 170 
DEFERRED INCOME TAXES 108 130 238 too 138 
OTHER OPERATING ACTIVITIES 108 (285) (177) (74) (103) 

NET CASH PROVIDED BY OPERATING ACTIVITIES 773 37 810 341 469 

INVESTING ACTIVITIES 
PROPERTY ADDITIONS (415) (415) (174) (241) 
OTHER INVESTING ACTIVITIES (21) (21) (9) (12) 

NET CASH USED BY INVESTING ACTIVITIES (436) 0 (436) (183) (253) 

FINANCING ACTIVITIES 
SHORT TERM DEBT-NET (23) (23) (10) (13) 
LONG TERM DEBT ISSUED 85 85 36 49 
LONG-TERM DEBT REPAID (134) (134) m (78) 
PURCHASE AND RETIREMENT OF COMMON STOCK (92) (92) (38) (53) 
CASH DIVIDENDS PAID (150) (150) (63) (87) 
OTHER FINANCING ACTIVITIES 7 7 3 4 

NET CASH USED BY FINANCING ACTIVITIES (307) 0 (307) (129) (178) 

NET INCREASE IN CASH AND CASH EQUIVALENTS $30 $37 $67 $29 $38 NET INCREASE IN CASH AND CASH EQUIVALENTS 



MOTES TO PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) EXHIBIT 18 

CONRAIL APPENDIX E 
BASE YEAR Page 4 of 11 

1. CONfRAIL HISTORICAL 1995 AS REPORTED: Represents Conrail's 1995 sources and application of funds as 
reporled in the 1995 Form 10-K. 

2. ADJUSTMENTS: Represents adjustments made to eliminate the effects of the following non-recurring transactions 
reported in 1995: (1) asset disposition charge and (2) decrease in state income tax rate. An adjustment was 
also made to eliminate from the base year the effects of permanent annual cost savings resulting from a 1996 
voluntary separation program, 

3. CONRAIL BASE YEAR: Represents Conrail's 1995 sources and application of funds as reported, revised to include 
the adjustments indicated in 2 above 

4. ALLOCATION OF CONRAIL BASE YEAR: For purposes of this STB pro forma presentation, the financial statements 
(or Conrail were div'led based on the Percentage, which reflects the economics of the transaction. No separate 

^ estimation was made for that portion of Conrail which will be shared. It is expected that the assets and operations 
~ which will be jointly controlled will be accounted for under the equity method of accounting by both CSX and NS 

after the Control Date. 

a. CSX: Represents 42% of Conrail's sources and application of funds, 

b NS: Represents 58% of Conrail's sources and application of funds. 



SECTION 1180 9(c) 
EXHIBIT 18 

PRO FoRM/. SOURCES ANO APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 
CSX / CONRAIL 

(In Millions) 

APPENDiX E 
Page 5 of 11 

CONRAIL 
OPERATIONS 

ACQUIRED 
CSX PORTION 

CSX OF CONRAIL CSX / CONRAIL 
BASE YEAR BASE YEAF. BASE YEAR 

(1) (2) (3) 
OPERATING ACTIVITIES 

NET EARNINGS $727 $192 $919 
ADJUSTMENTS TO RECONCILE NET EARNINGS 
TO NET CASH PROVIDED: 

DEPRECIATION AND AMORTIZAT'ON 600 123 723 
DEFERRED INCOME TAXES 45 100 145 
OTHER OPERATING ACTIVITIES 220 (74) 146 

NET CASH PROVIDED BY OPERATING ACTIVITIES 1,592 341 1,933 

~>l 
INVESTING ACTIVITIES 

PROPERTY ADDITIONC (1,156) (174) (1,330) 
OTHER INVESTING ACTIVITIES (3) (9) (12) 

NET CASH USED BY INVESTING ACTIVITIES (1,159) (183) (1.342) 

FINANCING ACTIVITIES 
SHORT-TERM DEBT-NET (53) (10) (63) 
LONG-TERM DEBT ISSUED 121 36 157 
LONG-TERM DEBT REPAID (343) (56) (399) 
PURCHASE AND RETIREMENT OF COMMON STOCK " (39) (39) 
CASH DIVIDENDS PAID (194) (63) (2S7) 
OTHER FINANCING ACTIVITIES 11 3 14 

NET CASH USED BY FINANCING ACTIVITIES (458) (129) (587) 

NFT INCREASE (DECREASE) IN CASH AND 
CASH EQUIVALENTS ($25) $29 $4 



FXHIBIT 18 
NOTES TO PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

CSX/CONRAIL APPENDIX E 
BASE YEAR Page 6 of 11 

CSX BASE YEAR: Represents CSX's 1995 sources and application of funds as reported in the 1995 Form 10-K. 
adjusted to eliminate the effects of non-recurring transactions. See separate CSX base year pro sources and 
application of funds included in this section of the Application. 

CONRAIL OPERATIONS ACQUIRED - CSX PORTION OF CONRAIL BASE YEAR: Represents CSX's 
proportionate share of Conrail's sources and application of funds under the Division, excluding the effects of 
non-recurring transactions. See separate Conrail base year pro forma statement of sources and application of 
funds included in this section of the Application. 

00 



SECTION 1180.9(c) 
PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

CSX / CONRAIL 
(In Millions) 

EXHIBIT 18 

APPENDIX E 
Page 7 of 11 

CSX / CONRAIL 
BASE YEAR 

YEAR 1 
ADJUSTMENTS 

CSX / CONRAIL 
PRO FORMA 

YEAR 1 

OPERATING ACTIVITIES 
NET EARNINGS 
ADJUSTMENTS TO RECONCILE NET EARNINGS 
TO NET CASH PROVIDED: 

DEPRECIATION AND AMORTIZATION 
DEFERRED INCOME TAXES 
OTHER OPERATING ACTIVITIES 

(1) 

$919 

723 
145 
146 

(2) 

($156) 

10S 
11 

(35) 

(3) 

$753 

828 
156 
111 

NET CASH PROVIDED BY OPERATING ACTIVITIES 1,933 (85) 1,848 

cn 
CD 

INVESTING ACTIVITIES 
PROPERTY ADDITIONS 
OTHER INVESTING ACTIVITIES 

(1,330) 
(12) 

(321) (1.651) 
(12) 

NET CASH USED BY INVESTING ACTIVITIES (1,342) (321) (1.663) 

FINANCING ACTIVITIES 
SHORT-TERM DEBT-NET 
LONG-TERM DEBT ISSUED 
LONG-TERM DEBT REPAID 
PURCHASE AND RETIREMENT OF COMMON STOCK 
CASH DIVIDENDS PAID 
OTHER FINANCING ACTIVITIES 

(63) 
157 

(399) 
(39) 

(257) 
14 

63 
241 

38 
63 

0 
398 

(399) 
0 

(194) 
14 

NET CASH PROVIDED (USED) BY FINANCING ACTIVITIES (587) 406 (181) 

NET INCREASE IN CASH AND CASH EQUIVALENTS $4 $0 $4 



SECTION 1180 9 (c) 
EXHIBIT 18 

PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 
CSX / CONRAIL 

(In Millions) 

APPENDIX E 
Page 8 of 11 

CSX / CONRAIL 
CSX / CONFIAIL YEAR 2 PRO FORMA 

BASE YEAR ADJUSTMENTS YEAR 2 

(1) (2) (3) 

OPERATING ACTIVITIES 
NET EARNINGS $919 ($86) $833 

ADJUSTMENTS TO RECONCILE NET EARNINGS 
TO NET CASH PROVIDED 

DEPRECIATION AND AMORTIZATION 723 112 835 

DEFERRED INCOME TAXES 145 8 154 

OTHER OPERATING ACTIVITIES 146 (32) 114 
NET CASH PROVIDED BY OPERATING ACTIVITIES 1,933 3 1.936 

INVESTING ACTIVITIES 
PROPERTY ADDITIONS (1,330) (91) (1.421) 

o OTHER INVESTING ACTIVITIES (12) (12) 
NET CASH USED BY INVESTING ACTIVITIES (1,342) (91) (1,433) 

FINANCING ACTIVITIES 
SHORT-TERM DEBT-NET (63) 63 0 
LONG-TERM DEBT ISSUED 157 157 

LONG-TERM DEBT REPAID (399) (77) (476) 

PURCHASE AND RETIREMENT OF COMMON STOCK (39) 38 0 

CASH DIVIDENDS PAID (257) 63 (194) 

OTHER FINANCING ACTIVITIES 14 14 
NET CASH PROVIDED (USED) BY FINANCING ACTIVITIES (587) 88 (499) 

NET INCREASE IN CASH AND CASH EQUIVALENTS $4 $0 $4 



SECTION 1180 9(c) 
PRO FORMA SOURCES AND APPLICATION OF FUNDS 

CSX / CONRAIL 
(In Millions) 

(STATEMENT OF CASH FLOWS) 

EXHIBIT 18 

APPENDIX E 
Page 9 of 11 

CSX / CONRAIL 
BASE YEAR 

YEAR 3 
ADJUSTMENTS 

CSX / CONRAIL 
PRO FORMA 

YEAR 3 

OPERATING A ;T IV IT IES 
NET EARNINGS 
ADJUSTMENTS TO RECONCILE NET EARNINGS 
TO NET CASH PROVIDED: 

DEPRECIATION AND AMORTIZATION 
DEFERRED INCOME TAXES 
OTHER OPERATING ACTIVITIES 

(1) 

$919 

723 
145 
146 

(2) 

110 

114 
2 

(16) 

(3) 

$929 

837 
147 
130 

NET CASH PROVIDED BY OPERATING ACTIVITIES 1,933 110 2.043 

INVESTING ACTIVITIES 
PROPERTY ADDITIONS 
OTHER INVESTING ACTIVITIES 

(1,330) 
(19) 

(25) (1,355) 
(12) 

NET CASH USED BY INVESTING ACTIVITIES (1,342) (25) (1.367) 

FINANCING ACTIVITIES 
SHORT-TERM DEBT-NET 
LONG-TERM DEBT ISSUED 
LONG-TERM DEBT REPAID 
PURCHASE AND RETIREMENT OF COMMON STOCK 
CASH DIVIDENDS PAID 
OTHER FINANCING ACTIVITIES 

(63) 
157 

(399) 
(39) 

(25/) 
14 

•3 

(250) 
39 
63 

0 
157 

(649) 
0 

(194) 
14 

NET CASH USED BY FINANCING ACTIVITIES (587) (85) (672) 

NET INCREASE IN CASH AND CASH QUIVALENTS $4 $0 $4 



SECTION 1180 9(,c) 
PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

CSX,' CONRAIL 
(In Millions) 

EXHIBIT 18 

APPENDIX fc 
Page 10 of 11 

rsj 

CSX / CONRAIL 
BASE YEAR 

OPERATING ACTIVITIES 
NET EARNINGS 
ADJUSTMENTS TO RECONCILE NET EARNINGS 
TO NET CASH PROVIDED: 

DEPRECIATION AND AMORTIZATION 
DEFERRED INCOME TAXES 
OTHER OPERATING ACTIVITIES 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

INVESTING ACnVi r iES 
PROPERTY ADDITIONS 
OTHER INVESTING ACTIVITIES 

NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES 

FINANCING ACTIVITIES 
SHORT-TERM DEBT-NET 
LONG-TERM DEBT ISSUED 
LONG-TERM DEBT REPAID 
PURCHASE AND RETIREMENT OF COMMON STOCK 
CASH DIVIDENDS PAID 
OTHER FINANCING ACTIVITIES 

NET CASH USED BY FINANCING ACTIVITIES 

(1) 

$919 

723 
145 
146 

1,933 

(1,330) 
(12) 

(1,342) 

(63) 
157 

(399) 
(39) 

(257) 
14 

(587) 

NORMAL YEAR 
ADJUSTMENTS 

(2) 

S42 

112 
(6) 

142 

26 

83 

(333) 
39 
63 

CSX / CONRAIL 
PRO FORMA 

NORMAL YEAR 
(3) 

$961 

835 
139 
140 

2,075 

(1.304) 

il2I 
(1,316) 

0 
157 

(732) 
0 

(194) 
14 

NET INCREASE IN CASH AND CASH EQUIVALENTS $4 $0 



EXHIBIT 18 
NOTES TO PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

CSX/CONRAIL APPENDIX E 
Page 11 of 11 

YEAR 1 THROUGH NORMAL YEAR * • 

CSX / CONRAIL BASE YEAR (1995) Represents pro forma combined CSX / Conrail base year sources and 
application of funds (statement of cast- '!..»ys), inciuaeo »:<»parately in this sectior, of the Application. 

YEAR 1 THROUGH NORMAL YEAR ADJUSTMENTS Represents the effects on the combined CSX / Conrail pro 
forma base year sources and application of funds of (1) cumulative benefits arising from implementation of the 
operating plan, (2) one-bme caprtal expenditures related to combining operations, (3) the issuance or repayment 
of debt and (4) the elimination of amounts paid by Conrail to repurchase shares of its common stock and pay 
dividends to shareholders: 

NET EARNINGS - Represents ret adjustments to net earnings in the respective years, as derived from the 
income statement 

DEPRECIATION AND AMORTIZATION - Represents the increased depreciation or amortization expanse 
arising from (1) one-time capital expenditures to combine operations, (2) the adjustment of property and 
equipment to fair value, and (3) goodwill 

DEFERRED INCOME T/0(ES - Represents the adjustment to deferred income tax expense resulting from the 
net adjustments to pretax earnings 

OTHER OPERATING ACTIVITIES - Represents annual changes to working capital accounts for each of the 
respective years, principally changes in accounts payable and other current liaNities. 

PROPERTY ADDITIONS - Represents capital expenditures for each of the respective years, Inducting 
one-time expenditures necessary to combine operations of CSX and Conrail 

SHORT-TERM DEBT - NET • A reclassificabon was made to reflect base year repayments of short-term debt 
as repayments of long-term debt CSX's base year balance sheet reflects short-term debt balanct* which are 
representative of levels maintained in the normal course of business to provide liquidity 

LONG-TERM DEBT ISSUED / REPAID - Represents the issuance or repayment of long-term det>t for the 
respective years In any year where there is a net use ot cash arising from the coml)ination of CSX and Conrail 
and the implementatton of the operating plan, long-term debt is assumed to be issued In any year where there 
IS a net source of cash arising from the combination and the operating plan, long-term debt is aaaumed to be 
repaid 

PURCHASE AND RE^IREMEf T OF COMMON STOCK - Represents CSX's proportonate share of the 
of the elimination of Conrail's base year casti outlay to repurchase shares of its common stock under Conrail's 
ongoing stock repurchase programs 

CASH DIVIDENDS PAID - Represents CSX's proportionate share of the elimination of Conrail's base year cash 
outlay to pay dividends to common and preferred shareholders. 



APPENDIX F 

CSX/CONRAIL PRO FORMA FINANCIAL RATIOS 

(See Exhibit WWW-13 to the Verified Statement of 
William W. Whitehurst, Jr. in this Volume 1) 
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NS/CONRAIL PRO FORMA RAT.ANCF SHFFT.^ 
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EXHIBIT 16 

SECTION 1180.9(a) 
PRO FORMA BALANCE SHEET 

NS / CONRAIL 
(In Millions) 

NS/CONRAIL 
BASE YEAR 

YEAR1 
ACTIVITY 

NS / CONRAIL 
PROFORfilA 

YEAR 1 

(1) (2) (3) 

ASSETS 

CURRENTASSETS 

CASH, CASH EQUIVALENTS, & SHORT-TERM INVESTMENTS 
ACCOUNTS RECEIVABLE 
OTHER CURRENT ASSETS 

$393 
1,060 

611 

$ 4 9 $442 
1,060 

61 1 
TOTAL CURRENT ASSETS 2,064 $49 2,113 

PROPERTIES-NET 
OTHER LONG-TERM ASSETS 

18,680 
1,731 

$505 
($227) 

19,185 
1,504 

(Ti 
cn 

TOTAL ASSETS $22,475 $327 $22,802 (Ti 
cn 

LIABILITIES AND STOCKHOLDERS' EQUITY 
CURRENT LIABILITIES 

SHORT-TERM DEBT 
CURRENT MATURITIES OF LONG-TERM DEBT 
ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES 

$ 9 7 
191 

1,816 

($13) 

($215) 

$84 
191 

1,601 
TOTAL CURRENT LIABILITIES 2,104 ($228) 1,876 

LONG-TERM DEBT 
DEFERRED INCOME TAXES 
OTi-IER LONG-TERM LIABILITIES 

8,589 
5,297 
1,636 

($169) 
$228 

8,420 
5,525 
1,636 

TOTAL LIABILITIES 17,626 ($169) 17,457 

STOCKHOLDERS EQUITY 
COMMON STOCK, $1 PAR VALUE 
OTHER CAPITAL 
RETAINED EARNINGS 

129 
418 

4,302 
$24 

$472 

129 
4 4 2 

4,774 
TOTAL STOCKHOLDERS EQUITY 4,849 $496 5,345 

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $22,475 $ 3 2 7 $22,802 



EXHIBIT 16 

SECTION 1180.9(a) 

PRO FORMA BALANCE SHEET 

NS / CONRAIL 

(In Millions) 

NS/CONRAIL 
PRO FORMA 

YEAR 1 

YEAR 2 
ACTIVITY 

NS/CONRAIL 
PRO FORMA 

YEAR 2 

(1 ) 
ASSETS 

CURRENT ASSETS 
CASH, CASH EQUIVALENTS, & SHORT-TERM INVESTMENTS $ 4 4 2 
ACCOUNTS RECEIVABLE 1,060 
OTHER CURRENT ASSETS 6 1 1 

(2 ) 

$ 4 9 

( 3 : 

$ 4 9 1 

1,060 

6 1 1 

TOTAL CURRENT ASSETS 2 ,113 4 9 2 ,162 

PROPERTIES-NET 19 ,185 

OTHER LONG-TERM ASSETS 1,504 

4 8 6 

( $ 1 0 ) 

19,671 

1,494 

TOTAL ASSETS $22 ,802 $ 5 2 5 $ 2 3 , 3 2 7 

LIABILITIES AND STOCKHOLDERS EQUITY 
CURRENT LIABILITIES 

SHORT-TERM DEBT $84 
CURRENT MATURITIES OF LONG-TERM DEBT 1 91 
ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES 1,601 ( 1 7 ) 

$ 7 1 
191 

1,584 

TOTAL CURRENT LIABILITIES 1,876 (30 ) 1,846 

LONG-TERM DEBT 8 ,420 
DEFERRED INCOME TAXES 5,525 
OTHER LONG-TERM UABILITIES 1,636 

( 2 9 8 ) 
1 76 

8 ,122 
5 ,701 
1,636 

TOTAL LIABILITIES 17,457 ( 1 5 2 ) 17 ,305 

STOCKHOLDERS EQUITY 
COMMON STOCK $1 PAR VALUE 1 29 
OTHER CAPITAL 44 2 
RETAINED EARNINGS 4 ,774 

24 

6 5 3 

129 
4 6 6 

5 ,427 

TOTAL STOCKHOLDERS' EQUITY 5,345 6 7 7 6 ,022 

TOT AL LIABILITIES AND STOCKHOLDERS' EQUITY $22 ,802 $ 5 2 5 $ 2 3 , 3 2 7 



EXHIBIT 16 

SECTION 1180.9 

PRO FOR^,A BALANCE 

NS / CONRAIL 

(In Millions) 

(a) 
SHEET 

N S / C O , RAIL 
PRO FORMA 

YEAR 2 
YEAR 3 

ACTIVITY 

NS / CONRAIL 
PROFOFBVIA 

YEAR 3 

ASSETS 

CURRENTASSETS 

CASH, CASH EQUIVALENTS, & SHORT-TERM INVESTMENTS 
ACCOUNTS RECEIVABLE 
OTHER CURRENT ASSETS 

(1 ) 

$ 4 9 1 

1,060 
611 

( 2 ) 

$ 4 9 

( 3 ) 

$ 5 4 0 
1,060 

61 1 
TOTAL CURRENT ASSETS 2,162 4 9 2 .211 

PROPERTIESNET 

OTHER LONG-TERM ASSETS 
19,671 

1,494 
320 

( $ 1 0 ) 
19 ,991 

1,484 

cri 
TOTAL ASSETS $23 ,327 $ 3 5 9 $ 2 3 , 6 8 6 

00 

LIABILITIES AND STOCKHOLDERS EQUITY 

CURRENT LIABILITIES 

SHORT-TERM DEBT 

CURRENT MATURITIES OF LONG-TERM DEBT 

ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES 

$71 
191 

1,584 

( $ 1 3 ) 

( 6 ) 

$ 5 8 

191 

1,578 
TOTAL CURRENT LIABILITIES 1,846 ( 1 9 ) 1,827 

LONG-TERM DEBT 

DEFERRED INCOME TAXES 

OTHER LONG-TERM LIABILITIES 

8,122 

5,701 

1,636 

( 5 5 8 ) 
172 

7 ,564 

5 ,873 

1.636 
TOTAL LIABILITIES 17,305 ( 4 0 5 ) 16 .900 

STOCKHOLDERS' EQUITY 

COMMON STOCK, $1 PAR VALUE 

OTHER CAPITAL 

RETAINED EARNINGS 

129 

4 6 6 

5 ,427 
2 4 

7 4 0 

129 

6 .167 
TOTAL STOCKHOLDERS' EQUITY 6,022 7 6 4 6 .786 

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $23 ,327 $ 3 5 9 $ 2 3 , 6 8 6 



EXHIBIT 16 

SECTION 1180.9 (a) 
PRO FORMA BALANCE SHEET 

NS/CONRAIL 
(In Millions) 

cn 
1 ^ 

ASSETS 
CURRENT ASSETS 

CASH. CASH EQUIVALENTS, & SHORT-TERM INVESTMENTS 
ACCOUNTS RECEIVABLE 
OTHER CURRENT ASSETS 

TOTAL CURRENT ASSETS 

PROPERT1ESMET 
OTHER LONG-TERM ASSETS 

TOTAL ASSETS 

LIABILITIES AND STOCKHOLDERS EQUITY 
CURRENT LIABILITIES 

SHORT-TERM DEBT 
CURRENT MATURITIES OF LONG TERM DEBT 
ACCOUNTS PAYABLE AND OTHER CURRE.MT UABILITIES 

TOTAL CURRENT LIABILITIES 

NS/CONRAIL 
PRO FORMA 

YEAR 3 
(1) 

$540 
1,060 

611 
2,211 

19,991 
1,484 

$23,686 

$58 
191 

1,578 

NORMAL YEAR 
ACTIVITY 

(2) 

$49 

49 

257 

($10) 

$296 

($13) 

NS/CONRAIL 
PRO FORMA 

NORMAL YEAR 
(3) 

$589 
1,060 

611 
2,260 

20,248 
1,474 

$23,982 

$45 
191 

1,578 
1,827 l i l L 1,814 

LONG-TERM DEBT 
DEFERRED INCOME TAXES 
OTHER LONG-TERM LIABILITIES 

TOTAL LIABILITIES 

7,564 
5,873 
1,636 

16,900 

(652) 
170 

(495) 

6,912 
6,043 
1,636 

16,405 

STOCKHOLDERS EQUITY 
COMMON STOCK, $1 PAR VALUE 
OTHER CAPITAL 
RETAINED EARNINGS 

TOTAL STOCKHOLDERS' EQUITY 

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY 

129 
490 

6,167 
6,786 

$23,686 

24 
767 
791 

$296 

129 
514 

6,934 
7,577 

$23,982 



NOTES TO PRO FORMA BALANCE SHEET 

NS/CONRAIL 

EAR 1 THROUGH NORMAL YEAR 

1 NS / CONRAIL BASE YEAR (1995) OR PRO FORMA FOR PRECEDING YEAR: For Year \ represents the pro forma combined NS / Coorall 
base year balance sheei For Year 2 through Normal Year, represents the pro (orm- combined NS / Conrail balance sheet for the 
preceding yea^ See separate NS / Cor,.ail base year. Year \ Yeer 2, Year 3, or ;>lormal Year pro forma balance sheets Included in this 
ecton of the appllcatioii 

2 YEAR 1 THROUGH N O R M M L YEAR ACTIVITY Represents Ihe eflecis on the combined Uo / Conrail pro forma balance sheets of tli3 
operating results, (net income ,ind c iSh flows) for the respective years, inclusive of adjustments to reflect implementation of the 
operating plan: 

CASH, CASH EQUIVALE;<JTS & SHORT-TERM IN'/ESTMENTS - Represents the normal change in cash (resulting from the base year) as 
derived fron the staleme;.i of sources and application of runds (statement ot cash flows) 

PROPERTIES-NET - In Year 1 through v. j includes the incrense resulting from capital spending necessary to co nbine operations. 
The normal year Includes a reduction lo efficiencies of the combined operfations Additionally, all years include an increase in 
depreciation expense resulting from the write-up of properties to fair market value and resulting from the additional capital 
spending di'.cussc^d above, 

^ OTHER LONG-TERM ASSETS - In year ont, includes the use of other assets to pay employee benefits earned as a result of the 
"-^ transf ..lion Year one also reflects the use of other asse's to pay employee benefits earned and paid during Ihe holding peiiod (with a 

correspond ng reduction in taxes payable and retained earnings). Additionally, all years include the ;-conization of goodwill and debt 
fees and the ne' cash flows from other operating and investing activities as derived from the statement ot sources and application of 
funds (statement oi -ash flows) 

SHORT-TERM DEBT - Repress Ms the normal change in shorl-term debt (rer Jlling from the base year) as derived from the 
statement of sources and application of funds (statement of cash flows). 

ACCOUN"'S PAYABLE AND OTHER CURRENT LIABILITIES: In Years 1 througt • 3, represents the payment of separation benefits from 
accruals established in purchase acco rting Year * also Includes a reductic . in income taxes payable to lei.ect the effect of 
employee benefits earned during the hohing perion. 

LONG-TERM DEBT - Represents the repayment of long-term t ' . net of debt issuance, for the respective years resulting from a 
net source ol cash arising from the combination and the operi g plan Also reflects the amortization of the write-up of long term 
debt in purchase accounting. 

DEFERRED INCOME TAXES - Representf the net change in the deferreo income lax liability resulting principally from different book 
and lax treatment for depreciation expense and for the depreciation or amortization of w -'te-ups resulting from purchase accounting 

' THER CAPITAL - Represv^nls Ihe normal change In other capit?' (resulting from the 0u«<3 year) as derived from the statement of 
cou.ces and a p p l i c a t ' o l f. nds (statement of cash flows). 

RETAINED EARNINGS - Represjnis net income lor Ihe respective years, less ciividends. Ir, Year 1, includes adjustment for employee 
benefits expensed prior to Ihe :oi ticl date 



EXHIBIT 16 

SECTION 11809 (a) 
PRO FORMA BALANCE SHEET 

NS/CONRAIL 
(In Millions) 

CONRAIL OPERATIONS ACQUIRED 
NS PORTION PURCHASE 

NS OF CONFIAIL ACCOUNfTING NS/CONRAIL 
B ASE YEAR BASE YEAR ADJUSTMENTS TOTAL BASE YEAR 

(1) (2a) (2b) (20 (3) 

ASSETS 
CURREffT ASSETS 

CASH CASH EQUIVALENTS, & SHORT-TERM INVESTMENTS *329 $64 $64 $393 

ACCOUNTS RECEIVABLE / 0 4 356 3S6 1,060 

OTHER CURREffT ASSETS 310 301 301 611 

TuTALCURRENT ASSETS 1,343 721 0 721 2,064 

PROPERTIES^ET 9,259 3,882 5,539 9,421 18,680 

OTHER LONG-TERM ASSETS 303 470 958 1,428 1,731 

TOTAL ASSETS $10,905 $5,073 $6,497 $1 1,570 $22,475 

LIABILITIES AND STOCKHOLDERS' EQUITY 
CURRENT LIABIU TIES 

SHORT-TERM DEBT $45 $52 $S2 $97 
CURRENT MATURITIES OF LONG-TERM DEBT 86 105 105 191 
ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES 1,075 522 219 741 1,816 

TOTAL CURRENT LIABILITIES 1,206 679 219 898 2,104 

LONG-TERM DEBT 1,553 1,108 5,928 7,03'j 8,589 

DEFERRED INCOME TAXES 2,313 8B3 2,101 2,9f.4 5,297 

OTHER LONG TERM LIABIUTIES 984 565 87 652 1,636 

TOTAL LIABILITIES 6,056 3,235 8,335 11,570 17,626 

STOCKHOLDERS' EQUITY 
COMMON STOCK, $1 PAR VALUE 1i,-9 49 (49) 0 129 
EC-OP PREFERRED STOCK 164 (164) 0 0 

OTHER CAPITAL 418 832 (832) 0 418 

RETAINED EARNir>IGS 4,302 793 (793) 0 4,302 

TOTAL STOCKHOLDERS' EQUITY 4,849 1,838 (1,838) 0 4,849 

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $10^905 $5,073 $6,497 $11,570 $22,475 



NOTES TO PRO IORMA BALANCE SHEET 

NS / CONRAIL 

BASE YEAR 

1. NS BASE YEAR: Represents NS' 1995 balance sheet as reported in the 1995 Form 10-K, adjusted to eliminate the balance sheet effects 
of an early retirement charge. See separate NS base year pro forma balance sheet included in this section of the application, 

2. CONRAIL OPERATIONS ACQUIRED: 
a. NS PORTION OF CONRAIL BASE YEAR: Represents NS' proportionate share of Conrail's 1995 assets, lie Jiiities, and stockholders' 

equity under the Division, excluding the effects of non-recurring transactions. See separate Conrail pro tcma balance sheet 
included in this section of the application. 

b. PURCHASE ACCOUNTING ADJUSTMENTS: Represents the acquisition by NS of its proportionate share of Conrail's net assets and the 
related purchase accounting adjustments for this transaction. 

ro 



EXHIBIT 16 

SECTION 1180.9 (a) 
PRO FORMA BALANCE SHEET 

NS 
(In Millions) 

ASSETS 
CURREf^ ASSETS 

CASH, CASH EQUIVALENTS, & SHORT-TERM INVESTMENTS 
ACCOUNTS RECEIVABLE 
OTHER CURRENT ASSETS 

TOTAL CURRENT ASSETS 

PROPERTIESMET 
OTHER LONG-TERM ASSETS 

TOTAL ASSETS 

NS 
HISTORICAL 

1995 AS 
REPORTED 

(1) 

$329 
704 
310 

1,343 

9,259 
303 

$10,905 

ADJUST-
Mt^fTS 

(2) 

$0 

NS 

BASE YEAR 

(3) 

$329 
704 
310 

1,343 

9.259 
303 

$10.905 

LIABILITIES AND STOCKHOLDERS EQUITY 
CURRENT LIABILITIES 

SHORT-TERM DEBT 
CURREhJT MATURITIES OF LONG-TERM DEBT 
ACCOUr̂ JTS PAYABLE AND OTHER CURRENT LIABILITIES 

TOTAL CURRENT LIABILITIES 

$45 
86 

1,075 
1,206 

$45 
86 

1,075 
1,206 

LONG-TERM DEBT 
DEFERRED INCOME TAXES 
OTHER LONG-TERM LIABILITIES 

TOTAL LIABILITIES 

1,553 
2,299 
1,018 
6,076 

14 
(34) 

Am 

1,553 
2,313 

984 
6.056 

STOCKHOLDERS EQUITY 
COMMON STOCK, $1 PAR VALUE (NET OF TREASURY SHARES) 
OTHER CAPITAL (NET OF TREASURY SHARES) 
RETAINED EARNINGS 

TOTAL STOCKHOLDERS' EQUITY 

129 
418 

4,282 

4,829 
20 
20 

129 
416 

4,302 
4,849 

TOTAL LIABILITIES / ND STOCKHOLDERS EQUITY $10^905 $0 $10,905 



NOTES TO PPO FORMA BALANCE SHEET 

NS 

BASE YEAR 

1. NS HISTORICAL 1995 AS REPORTED: Represents NS' 1995 balance sheet as reported in the 1995 Form 10-K. 

2 ADJUSTMENTS Represents adjustments made to eliminate the effects of an early retirement charge reported in 1995. 

3 NS BASE YEAR Represents NS' 1995 balance sheet as reported in the 1995 Form 10-K, revised to include the adjustments indicated 

in 2. above. 



EXHIBIT 16 

SECTION 1180 9 (a) 
PRO FORMA BALANCE SHEET 

CONRAIL 
(In Millions) 

CONRAIL 
HISTORICAL 

ALLOCATION OF CONRAIL BASE YEAR 

1995 AS ADJUST­ CONRAIL 
REPORTED MENTS BASE YEAR CSX NS 

(1) (2) (3) (4a) (4b) 
ASSETS 

(4b) 

CURRENT ASSETS 
CASH CASH EQUIVALENTS, & SHORT-TERM INVESTMENTS 
ACCOUrfTS RECEIVABLE 
OTHER CURRENT ASSETS 

TOTAL CURRENT ASSETS 

$73 
614 
519 

$37 $110 
614 
519 

$46 
258 
218 

$64 
356 
301 

CASH CASH EQUIVALENTS, & SHORT-TERM INVESTMENTS 
ACCOUrfTS RECEIVABLE 
OTHER CURRENT ASSETS 

TOTAL CURRENT ASSETS 1,206 37 1,243 522 721 
PROPFRTfES-NET 
OTHER LONG TERM ASSETS 

6.408 
810 

285 6,693 
810 

2,811 
340 

3,882 
4 70 

TOTAL ASSETS $8,424 $322 $8,746 $3,673 $5,073 

LIABILITIES AND STOCKHOLDERS EQUITY 
CURREt^ LIABILITIES 

SHORT TERM DEBT $89 $89 
1 81 

$37 
78 

378 

$52 
105 
522 

CURRErjT fvlATURITlES OF LONG-TERM DEBT 181 
$89 
1 81 

$37 
78 

378 

$52 
105 
522 

ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES 900 900 

$37 
78 

378 

$52 
105 
522 

TOTAL CURRENT LIABILITIES 1,170 0 1,170 491 679 

LONG TERM DEBT 
DEFERRED INCOME TAXES 
OTHER LONG TERM LIABILITIES 

TOTAL LIABILITIES 

1,91 1 
1,393 

973 
1 30 

1,91 1 
1,523 

973 

803 
640 
408 

1,108 
883 
565 

LONG TERM DEBT 
DEFERRED INCOME TAXES 
OTHER LONG TERM LIABILITIES 

TOTAL LIABILITIES 5.447 1 30 5,577 2,342 3,235 

STOCKHOLDERS EQUITY 
COMMON STOCK $1 PAR VALUE 85 85 36 

118 
602 
575 

49 
164 
832 
793 

ESOP PREFERRED STOCK 282 282 
36 

118 
602 
575 

49 
164 
832 
793 

OTHER CAPITAL 
RETAINED EARNir>IGS 

1,434 
1,176 192 

1,434 
1,368 

36 
118 
602 
575 

49 
164 
832 
793 

TOTAL STOCKHOLDERS' EQUITY 2,977 192 3,169 1,331 1,838 
TOTAL LIABILITIES AND STOCKHOLDERS EQUITY $8,424 $322 $8,746 $3,673 $5,073 
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NOTES TO PRO FORMA BALAI^E SHEET 

CONRAIL 

BASE YEAR 

1. CONRAli. HISTORICAL 1995 AS REPORTED: Represents Conrail's 1S95 balance sheet as repc"***' In the 1995 Form 10-K, 

2. ADJUSTMENTS: Represents adjustments made to eliminate the effects on Conrail's balance sheet of the following non-recurnng 
transactions reported in 1995: (1) asset disposition charge and (2) decrease in state income tax rate. An adjustment was also made to 
eliminate from the base year the balance sheet effects of permanent annual cost savings resulting from a 1996 voluntary separation 

program. 

3. CONRAIL BASE YEAR: Represents Conrail's 1995 balance sheet as reported, revised to include the adjustments indicated in 2. above, 

4. ALLOCATION OF CONRAIL BASE YEAR: For purposes of this STB pro forma presentation, the financial statements for < irail were 
divided based on the Percentage, which reflects the economics of the transaction. No separate estimation was made of that portion of 
Conrail which will be shared. It is expected that the assets and operations which will be jointly controlled will be accounted for under 
the equity method of accounting by both CSX ana NS after the control date. 

a. CSX Represents 42% of Conrail's assets, liabilities, and stockholders' equity. 

b. NS: Rp^/rtcsnts 58% of Conrail's assets, liabilities, and stockholders' equity. 



APPENDIX H 

NS/CONRAIL PRO FORMA INCOME STATEMENTS 

177 



EXHIBIT 17 

SECTION 1180.9(b) 
PRO FORMA INCOME STATEMENT 

NS / CONRAIL 
(In Millions) 

00 

OPERATING REVENUE 

OPERATING EXPENSE 

OPERATING INCOME 

OTHER INCOME 
Ifv/TEREST EXPENSE 

INCOME BEFORE INCOME TAXES 
INCOME TAXES 

NET INCOME 

NS/CONRAIL 
BASEYE.AR 

(1) 

$7,045 

5,461 

1,584 

217 
226 

1,575 
578 

YEARI 
ADJUSTMENTS 

(2) 

$124 

79_ 

45 

393 

(348) 
(127) 

NS/CONRAIL 
PRO FORMA 
YEARI 
(3) 

$7,169 

5,540 

1,629 

217 
619 

1.227 
451 

$997 ($221) $776 



EXHIBIT 17 

SECTION 1180.9 (b) 
PRO FORMA INCOME STATEMENT 

NS / CONRAIL 

NS/CONRAIL 

OPf̂ RATING REVENUE 

OPERATING EXPENSE 

OPERATING INCOME 

OTHER INCOME 
INTEREST EXPENSE 

INCOME BEFORL INCOME TAXES 
INCOME TAXES 

NET INCOME 

NS / CONRAIL YEAR 2 PRO FORMA 
BASE YEAR ADJUSTMENTS YEAR 2 

(1) (2) (3) 

$7,045 $330 $7,375 

5.461 58 5,519 

1.584 272 1.856 

217 217 
226 377 603 

1,575 (105) 1,470 
578 (35) 543 

$997 ($70) $927 



EXHIBIT 17 

SECTION 1180.9(b) 
PRO FORMA INCOME STATEMENT 

NS/CONRAIL 
(In Millions) 

OPERATING REVENUE 

OPERATING EXPENSE 

OPERATING INCOME 

NS/CONRAIL 
BASE YEAR 

(1) 

$7,045 

5.461 

1,584 

YEARS 
ADJUSTMENTS 

(2) 

$412 

29 

NS/CONRAIL 
PRO FORMA 

YEARS 
(3) 

$7,457 

5.490 

383 1,967 

00 

o 
OTHER INCOME 
INTERESTEXPENSE 

INCOME BEFORE INCXDME TAXES 
INCOME TAXES 

NET INCOME 

217 
22fi 

1,575 
578 

$997 

347 

36 
19 

$17 

217 
573 

1,611 
597 

$1,014 



EXHIBIT 17 

SECTION 1180.9 (b) 
PRO FORMA INCOME STATEMENT 

NS / CONRAIL 
(In Millions) 

OPERATING REVENUE 

OPERATING EXPENSE 

OPERATING INCOME 

NS / CONRAIL 
BASE YEAR 

(1) 

$7,045 

5,461 

NORMAL YEAR 
ADJUSTMENTS 

(2) 

$412 

26 

1,584 386 

NS/CONRAIL 
PRO FORMA 

NORMAL YEAR 
(3) 

$7,457 

5,487 

1.970 

00 OTHER IN(X)ME 
INTEREST EXPENSE 

INCOME BEFORE INCOME TAXES 
INCOME TAXES 

217 
226 

1,575 
578 

306 

80 
36 

217 
532 

1,655 
614 

NET INCOME $997 $44 $1,041 



NOTES TO PRO FORMA INCOME STATEMENI 

NS/CONRAIL 

YEAR 1 THROUGH NORMAL YEAR 

1. NS / CONRAIL BASE YEAR (1995): Represents Ihe pro forma combined NS / Conrail base year income statement, included separately in 
this section of Ihe application. 

2 YEAR 1 THROUGH NORMAL YEAR ADJUSTMENTS: Represents Ihe e. eels on ttie combined NS / Conrail pro forma Income 6talemenl of net 
benefits arising from implementation ot the operating plan, inclusive of „ne-.<me expenses related lo combining operations, as well as 
depreciation and amortization arising from purchase accounting adjustments .ind interest expense on acquisition debt: 

OPERATING REVENUE - Represents gross revenue gains from additional traffic, net of gross revenue losses from enhanced 
competition, as ivell as an amount to adjust the division of the Conrail base year from an allocation based on the Percentage, which 
reflects the economics of the transaction, to an allocation based on the study period, which reflects traffic modeling Lased on 1995 
historical data, 

OPERATING EXPENSE - Represents the net benefits from operaiing and facility efficiencies, reduced by the additional expenses 
incurred to handle increased traffic, increased depreciati. " expense resulting from capital af<ditions and Ihe write-up of properties 
to fair value in purchase accounting, goodwill amortization and one-time costs not accrued Ihrough purchase accounting, 

QO INTEREST EXPENSE - Represents the net increase in interest expense arising from debt Incurred lo finance the acquisition 
r^ 

INCOME TAXES - Represents Ihe change in current and deferred income laxes resulting from the net adjustments to pretax earnings 
as outlined above. 



EXHIBIT 17 

00 

OPERATING REVENUE 

OPERATING EXPENSE 

OPERATING INCOME 

OTHER INCOME 
INTEREST EXPENSE 

INCOME BEFORE INCOME TAXES 
INCOME TAXES 

NET INCOME 

SECTION 1180.9 (b) 
PRO FORMA INCOME STATEMENT 

NS/CONRAIL 
(In Millions) 

NS 
BASE YEAR 

(1) 

$4,907 

3.787 

1.120 

142 
113 

1,149 
416 

CONRAIL 
OPERATIONS 

A(X1UIRED 
NS PORTION 
OF CONRAIL 
BASE YEAR 

(2) 

$2,-138 

1.674 

464 

75 
113 

426 
162 

NS/CONRAIL 
BASE YEAR 

$733 $264 

(3) 

$7,045 

5.461 

1,584 

217 
226 

1.575 
578 

$997 



NOTES TO PRO FORMA INCOME STATEMENT 

NS / CONRAIL 

BASE YEAR 

1 NS BASE YEAR: Represents NS' 1995 income statement as reported in the 1995 Form 10-K, adjusted to eliminate the effects of an 
early retirement charge and certain reclassifications See separate NS base year pro forma income statement included in this section of 
the application, 

2, CONRAIL OPERATIONS ACQUIRED - NS PORTION OF CONRAIL BASE YEAR: Represents NS' proporlionate allocated share of Conrail's 
revenues and expenses under the Division, excluding the effects of non-recurring transactions. See separate Conrail base year pro 
forma income statement included in this section of the application. 

00 



EXHIBIT 17 

SECTION 1180.9(b) 
PRO FORMA INCOME STATEMENT 

NS 
(In Millions) 

00 
U1 

OPERATING REVENUE 

OPERATING EXPENSE 

OPERATING INCOME 

OTHER INCOME 
INTEREST EXPENSE 

INCOME BEFORE IN(X)ME TAXES 
INCOME TAXES 

NS 
HISTORICAL 

1995 AS 
REPORTED 

(1) 

$4,668 

3,582 

1,086 

142 
113 

1,115 
402 

ADJUST­
MENTS 

(2) 

$239 

205 

34 

34 
1 4 

NS 
BASE YEAR 

(3) 

$4,907 

3.787 

1,120 

142 
113 

1,149 
416 

NET INCOME $713 $20 $733 



NOTES TO PRO FORMA INCOME STATEMENT 

NS 

BASE YEAR 

1 NS HISTORICAL 1995 AS REPORTED: Represents NS' 1995 income statement as reported in the 1995 Form 1U-K. 

2 ADJUSTMENTS: Represents adjustments made to eliminate the effects of an early retirement charge reported in 1995. Line item 
reclassifications were also mau.i to conform the income statement with presentation changes made in the motor carrier subsidiary in 
1997. 

3 NS BASE YEAR: Represents NS' 1995 income statement as reported in the 1995 Form 10-K, revised to include the adjustments 
indicated in 2. above. 

00 



EXHIBIT 17 

SECTION 1180.9 (b) 
PRO FORMA INCOME STATEMENT 

CONRAIL 

(In Millions) 

CONRAIL ALLOCATION OF CONRAIL BASE YEAR 
HISTORICAL 

1995 AS ADJUST- CONRAIL 

REPORTED MENTS BASE YEAR CSX NS 
(1 ) (2) (3) (4a) (4b) 

OPERATING REVENUE $3,686 $0 $3,686 $1,548 $2,138 

OPERATING EXPENSE 3,230 (344) 2,866 1,212 1,674 

OPERATING INCOME 4 5 f 344 800 336 4 6 4 
00 
- J 

OTHER INCOME 130 130 55 75 

INTEREST EXPENSE 194 194 81 113 

INCOME BEFORE INCOME TAXES 392 344 736 310 4 2 6 

INCOME TAXES 128 152 280 118 162 

NET INCOME $264 $192 $456 $192 $264 



NOTES TO PRO FORMA INCOME STATEMEt^ 

CONRAIL 

BASE YEAR 

1. CONRAIL HISTORICAL 1995 AS REPORTED: Represents Conrail's 1995 income statement as reported in the 1995 Form 10-K, 

2. ADJUSTMENTS: Represents adjustments mado to eliminate the effects of the following non-recurring transactions reported in 1995: 
(1) asset disposition charge and (2) decrease in state income tax rate. An adjustment was also made to eliminate from the base year the 
effects of permanent annual cost savings resulting from a 1996 voluntary separation program, 

3. CONRAIL BASE YEAR: Represents Conrail's 1995 income statement as reported, revised to include the adjustments indicated in 2. above. 

4. ALLOCATION OF CONRAIL BASE YEAR: For purposes of this STB pro forma presentation, the financial statements for Conrail were 
divided based on the Percentage, which reflects the economics of the transaction. No separate estimation was made for that portion of 

_^ Conrail which will be shared. It is expected that the assets and operations which will be jointly controlled will be accounted fo: under 
00 the equity method of accounting by both CSX and NS after the control date. 
00 

a. CSX: Represents 42% of Conrail's revenues and expenses. 

b. NS: Represents 56% of Conrail's revenues and expenses. 



NS/CONRAIL PRO FORMA SOURCES 
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EXHIBIT 18 

SECTION 1180.9 (c) 
PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

NS / CONRAIL 
(In Millions) 

o 

NS / CONRAIL 
BASE YEAR 

OPERATING ACTIVITIES 
NET INCOME 
ADJUSTTŷ ENTS TO RECONCILE NET INCOME 
TO NET CASH PROVIDED: 

DEPRECIATION AND AMORTIZATION 
DEFERRED INCOME TAXES 
OTHER OPERATING ACTIVITIES 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

'NVESTING ACTIVITIES 
PROPERTY ADDITIONS 
OTHER INVESTING ACTIVITIES 

NET CASH USED FOR INVESTING ACTIVITIES 

(1) 

$997 

584 
219 

J941 
1,706 

(1,004) 
79 

YEARI 

ADJUSTMENTS 

(2) 

($221) 

151 
9 

Am 

.220) 

NS / CONRAIL 
PRO FORMA 

YEAR1 

(3) 

i 9 2 5 1 (220) 

$776 

735 
228 

(121) 
1,618 

(1,224) 
79 

(1,145) 

FINANCING ACTIVITIES 
SHORT-TERM DEBT-NET 
LONG-TERM DEBT ISSUED 
LONG TERM DEBT REPAID 
PURCHASE AND RETIREMENT OF COMMON STOCK 
CASH DIVIDENDS PAID 
OTHER FINANCING ACTIVITIES 

NET CASH USED FOR FINANCING ACTIVITIES 

(13) 
161 

(152) 
(391) 
(361) 

24 

(170) 
391 

87 

(732) 308 

(13) 
161 

(322) 
0 

(274) 
24 

(424) 

NET INCREASE IN CASH AND CASH EQUIVALENTS $49 $0 $49 



EXHIBIT 18 

SECTION 1180.9 (C) 
PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

NS / CONRAIL 
(In Millions) 

NS / CONRAIL 
BASE YEAR 

YEAR 2 
ADJUSTMENTS 

NS / CONRAIL 
PROFORm 

YEAR 2 

OPERATING ACTIVITIES 
NET INCOME 
ADJUSTMENTS TO RECONCILE NET INCOME 
TO NET CASH PROVIDED: 

DEPRECIATION AND AMORTIZATION 
DEFERRED INCOME TAXES 
OTHER OPERATING ACTIVITIES 

(1) 

$997 

584 
219 
(94) 

(2) 

($70) 

158 
(43) 
(16) 

(3) 

$927 

742 
176 

(110) 
NET CASH PROVIDED BY OPERATING ACTIVITIES 1,706 29 1,735 

- ̂  
INVESTING ACTIVITIES 

PROPERTY ADDITIONS 
OTHER INVESTING ACTIVITIES 

(1.004) 
79 

(208) (1,212) 
79 

NET CASH USED FOR INVESTING ACTIVITIES (925) (208) (1,133) 

FINANCING ACTIVITIES 
SHORT-TERM DEBT-NET 
LONG-TERM DEBT ISSUED 
LONG-TERM DEBT REPAID 
PURCHASE AND RETIREMENT OF COMMON STOCK 
CASH DIVIDENDS PAID 
OTHER FINANCING ACTIVITIES 

(13) 
161 

(152) 
(391) 
(361) 

24 

(299) 
391 

87 

(13) 
161 

(451) 
0 

(274) 
24 

NET CASH USED FOR FiNANCirJG ACTIVITIES (732) 179 (553) 

NET INCREASE IN CASH AND GASH EQUIVALENTS $49 $0 $49 



EXHIBIT 18 

SECTION 1180.9 (c) 
PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

NS / CONRAIL 
(In Millions) 

NS / CONRAIL 
BASE YEAR 

OPERATING ACTIVITIES 
NET INCOME 
ADJUSTMENTS TO RECONCILE NET INCOME 
TO NET CASH PROVIDED: 

DEPRECIATION AND AMORTIZATION 
DEFERRED INCOME TAXES 
OTHER OPERATING ACTIVITIES 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

INVESTING ACTIVITIES 
PROPERTY ADDITIONS 
OTHER INVESTING ACTIVITIES 

NET CASH USED FOR INVESTING ACTIVITIES 

(1) 

$ 9 9 7 

584 
219 
(94) 

1,706 

(1,004) 
79 

(925) 

YEAR 3 
ADJUSTMENTS 

(2) 

$17 

159 
(47) 

_L5i 
124 

(43) 

NS / CONRAIL 
PRO FORMA 

YEAR 3 
(3) 

$1,014 

743 
172 

(99) 
1,830 

(1,047) 

79 
(968) 

FINANCING ACTIVITIES 
SHORT-TERM DEBT-NET 
LONG-TERM DEBT ISSUED 
LONG-TERM DEBT REPAID 
PURCHASE AND RETIREMENT OF COMt^N STOCK 
CASH DIVIDENDS PAID 
OTHER FINANCING ACTIVITIES 

NET CASH USED FOR FINANCING ACTIVITIES 

(13) 

161 

(152) 

(391) 
(361) 

24 

(559) 
391 

87 

(13) 
161 

(711) 
0 

(274) 
24 

(732) (81) i 813 j 

NET INCREASE IN CASH AND CASH EQUIVALENTS $49 $0 $49 



EXHIBIT 18 

SECTION 1180.9 (c) 
PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

NS / CONRAIL 
(In Millions) 

U3 
UJ 

NS / CONRAIL 
BASE YEAR 

OPERATING ACTIVITIES 
NET INCOME 

ADJUSTMENTS TO RECONCILE NET INCOME 
TO NET CASH PROVIDED: 

DEPRECIATION AND AMORTIZATION 
DEFERRED INCOME TAXES 
OTHER OPERATING ACTIVITIES 

NET CAShI PROVIDED BY OPERATING ACTIVITIES 

INVESTING ACTIVITIES 
PROPERTY ADDITIONS 
OTHER INVESTING ACTIVITIES 

NET CASH USED FOR INVESTING ACTIVITIES 

FINANCING ACTIVITIES 
SHORT-TERM DEBT-NET 
LONG-TERM DEBT ISSUED 
LONG-TERM DEBT REPAID 
PURCHASE AND RETIREMENT OF COMMON STOCK 
CASH DIVIDENDS PAID 
OTHER FINANCING ACTIVITIES 

NET CASH USED FOR FINANCING ACTIVITIES 

(1 ) 

$997 

584 
219 
(94 ) 

1,706 

(1 .004) 

79 
(925) 

(13) 
161 

(152) 
(391) 
(361) 

24 

(732) 

NORM/VLYEAR 
ADJUSTMENTS 

(2 ) 

$44 

158 
(49) 

1 
154 

21 

21 

(653) 
391 

>T7 

(175) 

NS/CONRAIL 
PROFORMA 

NORMAL YEAR 

(3) 

$1,041 

742 
170 

(93) 
1,860 

(983) 
79 

(904) 

(13 ) 
161 

(805) 
0 

(274) 
24 

(907) 

NET INCREASE IN CASH AND CASH EQUIVALENTS $49 $0 $49 



NOTES TO PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

NS/CONRAIL 

YEAR 1 THROUGH NORMAL YEAR 

1. NS / CONRAIL BASE YEAR (1995): Represents pro forma combined NS / Conrail base year sources and application of !unds (statement 
of cash flows), included separately in this section of the application. 

2 YEAR 1 THROUGH NORMAL YEAR ACTIVITY: Represents the effects on the combined NS/Conrail pro forma bat e year sources and 
application of furds of cumulative benefits ansing from implementation of the operating plan, inclusive of one-tme capita' 
expenditures related to combining operations, as well as the repayment of debt and the elimination of amounts )aid by NS and Conrail to 
purchase and retire shares of their common stock and amounts paid by Conrail to pay dividends to shareholders: 

NET INCOME - Repreiients net adjustments to net income in the respective years, as derived from the income statement. 

DEPRECIATION AND AMORTIZATION - Represents increased depreciation expense arising fronr one-time capital expenditures to 
combine operations and from the purchase accounting adjustment to revalue property and equipment, as well as amortization of 
goodwill arising from the purchase accounting adjustments 

DEFERRED INCOME TAXES - Represents the adjustment to deferred income tax expense resulting from the net adjustments to pretax 

income 

OTHER OPERATING ACTIVITIES - Represents payments of employee separa'ion liabilities recorded as purchase accounting 
adjustments net of the use of employee benefits trust assets Also includes the amortization of the pension plan and long-term debt 
adiustments arising from purchase accounting. 

PROPERTY ADDITIONS - Represents capital expenditures foi each of the raspective years, including one-time expenditures 
necessary to combine operations "f NS and Conrail 

LONG-TERM DEBT REPAID - Represents the repayment of ion9 erm debt for the respective years resulting from a net source of 
cash arising from the combination and the operating plan. 

PURCHASE AND RETIREMENT OF COMMON STOCK - Represents the e'm nation of NS' and NS' proportionate share of Conrail's base 
year cash outlays to purchase and retire shares of each of its own corcrnoii stock under NS' and Conrail's ongoing share purchase 
programs. 

CASH DIVIDENDS PAID - Represents NS' proportionate share of the elimination of Conrail's base year cash outlay to pay dividends to 

stockholders. 



EXHIBIT 18 

SECTION 1180.9 (c) 
PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

NS / CONRAIL 
(In Millions) 

ID 

NS 
BASE YEAR 

OPERATING ACTIVITIES 
NET INCOME 
ADJUSTMENTS TO RECONCILE NET INCOME 
TO NET CASH PROVIDED: 

DEPRECIATION AND AMORTIZATION 
DEFERRED INCOME TAXES 
OTHER OPERATING ACTIVITIES 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

INVESTING ACTIVITIES 
PROPERTY ADDITIONS 
OTHER INVESTING ACTIVITIES 

NET CASH USED FOR INVESTING ACTIVITIES 

FINANCING ACTIVITIES 
SHORT-TERM DEBT-NET 
LONG-TERM DEBT ISSUED 
LONG-TERM DEBT REPAID 
PURCHASE AND RETIREMENT OF COMMON STOCK 
CASH DIVIDENDS PAID 
OTHER FINANCING ACTIVITIES 

NET CASH USED FOR FINANCING ACTIVITIES 

NET INCREASE IN CASH AND CASH EQUIVALENTS 

(1) 

$733 

414 
81 

9 
1,237 

(763) 
91 

(672) 

0 
112 
(74) 

(338) 
(274) 

20 
(554) 

$1 1 

CONRAIL 
OPERATIONS 
A(X)UIRED 

NS PORTION 
OF CONRAIL 
BASE YEAR 

(2) 

$264 

170 
138 

(103) 
469 

(241) 
• (12) 
(253) 

(13) 
49 

(78) 
(53) 
(87) 

4 
(178) 

NS/CONRAIL 
BASE YEAR 

(3) 

$997 

584 
219 

J941 
1,706 

(1,004) 
79 

(925) 

(13) 
161 

(152) 
(391) 
(361) 

24 
(732) 

$38 $49 



NOTES TO PRO FORMA SOURCES AND APPUCATION OF P JNDS [P'̂ r̂  fEMEIxIT OF CASH aOWS) 

NS/CONRAIL 

BASE YEAR 

1. NS BASE YEAR: Represents NS' 1995 sources and application of funds as reported in the 1995 Form 10-K, adjusted to eliminate the 
effects of an early retirement charg See separate NS base year pro forma sources and application of funds included in this section of 
the application. 

2. CONRAIL OPERATIONS ACQUIRED - NS PORTION OF CONRAIL BASE YEAR: Represents NS' proportionate share of Conrail's source's and 
application of funds under the Division, excluoing the effects of non-recurring transactions. See separate Conrail base year pro forma 
statement of sources and applicntion of funds included in this section of the application. 

V£> 



EXHIBIT 18 

SECTION 1180.9(C) 
PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

NS 
(In Millions) 

NS 
HISTORICAL 

1995 AS 
REPOFTTHD 

ADJUST­
MENTS 

NS 
BASE YEAR 

(1) (2) (3) 

OPERATING ACTIVITIES 
NET INCOME 
ADJUSTTVIENTS TO RECONCILE NET INCOME 
TO NET CASH PROVIDED: 

DEPRECIATION AND AMORTIZATION 
DEFERRED INCOME TAXES 
OTHER OPERATING ACTIVITIES 

$713 

414 
67 
43 

$20 

1 4 
(34) 

$733 

414 
81 

9 
NET CASH PROVIDED BY OPERATING ACTIVITIES 1,237 0 1,237 

INVESTING ACTIVITIES 
PROPERTY ADDITIONS 
OTHER INVESTING ACTIVfTIES 

(659) 
91 

(104) (763) 
91 

NET CASH USED FOR INVESTING ACTIVITIES (568) (104) (672) 

rINANCING ACTIVITIES 
SHORT-TERM DEBT-NET 
LONG-TERM DEBT ISSUED 
LONG-TERM DEBT REPAID 

PURCHASE AND RETIREMENT OF COMMON STOCK 
CASH DIVIDENDS PAID 
OTHER FINANCING ACTIVITIES 

0 
8 

(74) 
(338) 
(274) 

20 

104 

0 
112 
(74) 

(338) 
(274) 

20 

NET CASH USED FOR FINANCING ACTIVITIES (658) 104 (554) 

NET INCREASE IN CASH AND CASH EQUIVALENTS $1 1 $0 $11 



NOTES TO PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

NS 

BASE YEAR 

1. NS HISTORICAL 1995 A3 REPORTED: Represents NS' 1995 sources and application of funds as reported in the 1995 Form 10-K. 

2 ADJUSTMENTS Represents adjustments made to eliminate the effects of an early retirement charge reported in 1995 and to add the 
effects of the acquisition of loc motives that were financed using capital leases in 1995. 

3. NS BASE YEAR: Represents NS' 1995 sources and application of funds as reported in the 1995 Form 10-K, revised to include the 
adjustments indicated in 2. above. 

vo 
00 



EXHIBIT 18 

SECTION 1180 9 (c ) 
PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

CONRAIL 
(In Millions) 

CONRAIL 
HISTORICAL 

1995 AS 
REPORTED 

ADJUST­

MENTS 
CONRAIL 

BASE YEAR 

ALLOCATION OF CONRAIL BASE YEAR 

CSX NS 

OPERATING ACTIVITIES 
NET INCOME 
ADJUSTMENTS TO RECONCILE NET INCOME 
TO NET CASH PROVIDED: 

DEPRECIATION AND AMORTIZATION 
DEFERRED INCOME TAXES 
OTHER OPERATING ACTIVITIES 

(1 ) 

$ 2 6 4 

2 9 3 
108 
108 

(2) 

$192 

130 
(285) 

(3) 

$456 

293 
238 

(177) 

(4a) 

$192 

123 
100 
(74) 

(4b) 

$264 

170 
138 

(103) 
469 -» NET CASH PROVIDED BY OPERATING ACTIVITIES 

vo 
vo 

INVESTING ACTIVITIES 
PROPERTY ADDITIONS 
OTHER INVESTING ACTIVITIES 

773 37 810 341 

(4b) 

$264 

170 
138 

(103) 
469 -» NET CASH PROVIDED BY OPERATING ACTIVITIES 

vo 
vo 

INVESTING ACTIVITIES 
PROPERTY ADDITIONS 
OTHER INVESTING ACTIVITIES 

(415) 
(21 ) 

(415) 
(21) 

(174) 

(9) 
(241) 

(12) 
NET CASH USED FOR INVESTING ACTIVITIES (436) 0 (436) (183) (253) 

(13) 
4 9 

(78) 
(53) 
(87) 

4 

FINANCING ACTIVITIES 
SHORT-TERM DEBT-NET 
LONG-T .zRM DEBT ISSUED 
LONG-TERM DEBT REPAID 
PURCHASE AND RETIREMENT OF COMMON STOCK 
CASH DIVIDENDS PAID 
OTHER FINANCING ACTIVITIES 

(23 ) 
85 

(134 ) 
(92 ) 

(150) 
7 

(23 ) 
85 

(134) 
(92) 

(150) 
7 

(10) 
36 

(56) 
(39) 
(63) 

3 

(253) 

(13) 
4 9 

(78) 
(53) 
(87) 

4 
NET CASH USED FOR FINANCING ACTIVITIES (307) 0 (307) (129) (178) 

$38 NET INCREASE IN CASH AND CASH EQUIVALENTS $30 $37 $67 $29 

(178) 

$38 
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NOTES TO PRO FORMA SOURCES AND APPLICATION OF FUNDS (STATEMENT OF CASH FLOWS) 

CONRAIL 

BASE YEAR 

1. CONRAIL HISTORICAL 1995 AS REPORTED: Represents Conrail's 1995 sources and application of funds as reported in the 1995 Form 

10-K. 

2. ADJUSTMENTS: Represents adj'jstments made to eliminate the effects of the following non-recurring transactions reported in 1995: 
(1) asset disposition charge and (2) decrease in state income tax raie. An adjustment was also made to eliminate from the base year the 
effects of permanent annual cost savings resulting from a 1996 voluntary separation program. 

3. CONRAIL BASE YEAR: Represents CRR's 1995 sources and application of funds as reported, revised to include the adjustmi -s indicated 

in 2. above. 

4. ALLOCATION OF CONRAIL BASE YEAR: For purposes of this STB pro forma presentation, the financial statements for Conrail were 
divided based on the Percentage, which reflects the economics of the transaction. No separate estimation was made for that portion of 
Conrail which will be shared. It is expected that the assets and operations which will be jointly controlled will be accounted for under 
the equity method of accounting by both CSX and NS after the control date. 

a. CSX: Represents 42% of Conrail's sources and application of funds 

b. NS: Represents 58% of Conrail's sources and application of funds. 
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TABLE 1 
NS/CONRAIL 

VARIOUS PRO FORMA FINANCIAL RATIOS 
(Dollars in millions) 

Base Year Year Year Normal 
Year 1 2 3 Year 

1 Pro Forma Fixed Cfiarge Coverage Ratic 

1 Income Available For Fixed Ctiarges $1 ,801 $1 ,846 $ 2 , 0 7 3 $ 2 , 1 8 4 $ 2 , 1 8 7 
2 Fixed Cliarges 2 2 6 6 1 9 6 0 3 5 7 3 5 3 2 

3. Times Fixed Charge Coverage (L1/L2) 8.0 3 0 3.4 3.8 4 1 

II. Pro Forma Cash Throw-Olf-To-Debt Ratio 

1. Net Income $ 9 9 7 $ 7 7 6 $ 9 2 7 $1 ,014 $1 ,041 
2 Depreciation and Amortization 5 8 4 7 3 5 742 7 4 3 742 
3 Deferred Income Taxes 2 1 9 2 2 8 1 76 172 170 
4 Ottier Operating Activities ( 9 4 ) ( 1 2 1 ) ( 1 1 0 ) ( 9 9 ) ( 9 3 ) 

5 Net Cash Provided By Operating Ac Ivilies 

{LU12+L3*L4) 1,706 1,618 1,735 1,830 1,860 
6 Current Maturities of Long-Term Debt 191 191 1 9 1 191 191 

7. Cash Throw-Olf-To-Debt Ratio {L5/L6) 8 9 8.5 9 1 9 ,6 9 7 

III Pro Forma Operating Ratio 

1 Operating Revenue $ 7 , 0 4 5 $7 ,169 $ 7 , 3 7 5 $ 7 , 4 5 7 $7 ,457 
2 Operating Expense 5 ,461 5 ,540 5 ,519 5 ,490 5 ,487 

3 Operating Ratio (L2/L i ) 77 ,5% 77 .3% 7 4 , 8 % 7 3 . 6 % 73 .6% 

IV Pro Forma Return on Equity 

1 Net Income $ 9 9 7 $ 7 7 6 $ 9 2 7 $ 1 , 0 1 4 $1 ,041 
2 Stockholders' Equity 4 ,849 5 ,345 6 , 0 2 2 6 ,786 7 ,577 

3 Return on Equity (L1/L2) 20 6% 14,5% 15,4% 14 .9% 13 .7% 

V Pro Forma Long-Term Debt to Long-Term Debt Plus Equity Ratio 

1. Long-Term Debt (excluding current maturities) $8 ,S89 $8 ,420 $ 8 , 1 2 2 $ 7 , 5 6 4 $ 6 , 9 1 2 
2 Stockholders' Equity 4 ,849 5 ,345 6 ,022 6 ,786 7 ,577 

3 Long-Term Debt Plus Equity 13 ,438 13 ,765 14 ,144 14 ,350 14 ,489 

4. Ratio of Long-Term Debt to Long-Term Debt Plus Equity (L1/L3) 6 o . 9 % 6 1 . 2 % 5 7 . 4 % 5 2 . 7 % 47 7% 

O 
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NOTES TO TABLE 1 

SOURCES OF DATA: 

The data in this table were derived and compute 1 from information contained in the following submissions by applicant: 
(1) Volume 1 of Ihe Application, Exhibit '6 (pro forma balance sheets for Ihe base year, tho first three years ''fier the Division, 
and the normal year); (2) Volume 1 of the Application, Exhibit ' 7 (pro forma income statements for the b:;o0 year, the 
first three years after the Division, and the normal year); and (3) Volume 1 of Ihe Arplication, Exhibit ',6 (pro forma sources 
and application of funds (statement of cash flows) for the base year, the first three years after the 'Jivision, and the normal year). 

BASE YEAR DATA: 

The data shown in this table for the babo year reprer ent 1995 information -z reported or derived from the Form 10-K 
annual reports for NS and Conrail adjusted to eliminatp Ihe pf'ects of non-returring transactions, to reflect the permanent 
annual cost savings of Conrail's 1996 voluntary separation program in the base year, and to give effect to NS's purchase 
acco^inting and the related increase in debt arising from the joint acqi"" s and division of Conrail. 

DATA SUBSEQUENT TO BASE YEAR: 

rs,; 
o Data subsequent lo Ihe base year (i.e., data for Ihe first three years: after the Division and the normal year) give 

effect lo Ihe estimated benefits from cc>mbini,d NS and Conrail operations (increased revenues and traffic and cost savings), 
including joint operations with CSX. The data also include non-recurring expenditures necessary to implement the 
opt. "ting plan and apply net increases in cash 'low as a reduction of long-term debt. 
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APPENDIX K 
PROPERTY ENCUMBRANCE 

as of December 31,1995 and 1996 

Description of 

Obligation Creditor/Trustee 

Address of Creditor/ 

trustee 

Origin 

Description Date 

Expiriition 
Date Rate 

Amount 

Outstanding 

12ni/»S 

AiTMunt 

Outstanding 

12/31/96 

199.3-B ETC Wilmington Trust Co 1! TO N Market SI 

Wiln Ington, DE 19890 

80 Locomotives 11 /04/93 11/15/08 5.22% $88,400,000 $81,600,000 

1993-A PTT US Trust Co ofCA 555 S Flower St Suite 2700 

Los Angelas, CA 90071 

74 Locomotives 02/26/93 12/31/07 636% 49,200,000 47,300,000 

1994-A ETC \Mlmlngton Trust Co 1100N Market SI 

Wilmington, LE 19890 

36 Dash8-40CWS 07/01/94 07/01/09 7 09% 45,500,000 42,250,000 

1995-A PTT V\̂ lmlngton Trust Co 1100N Market St 

Wilmington, OE 19890 

60 Locos & 750 Coal Cars 06/27/95 05/25/15 676% 54,711,230 54,164,098 

NJ 
O 

1996-A ETC SMIminglon Trust Co. 11C0N Markets! 

Wilmington, DE 19890 

20 Locomotives 06/30/96 07'01/11 7 05% 0 25,908,000 

<-n 
Secured flote Sun Life Assu'ance Co One Sun Life Exec Plaza 

W^llesley Hills, MA 0218 

11 Locomotives 05/01/93 12^13/01 9 24% 4,176,051 3,480,043 

CR Subs Bank of New York 101 Barclay St 

New York, NY 10286 

Office Building 1/22/86 01 '15/1C 10 47% 7,543,000 

Capital Lease - Equip WIminglon Trust Co 1100N Market St 

Wilmington, DE 19890 

25 SD60I Locos 06/25/95 06/24/09 6 76% 67,062,580 61,823,239 

Capital Lease - Equip Wilmington Trust Cc 1100 N Market St 

Wilmington, Db 19890 

28 S080MAC Locos 04/30/91 04/25/10 6.96% 0 60,094,293 

Capital Lease - Equip Wilmington Trust Co 1100 N Market SI 

Wilm'ngton, DE 19890 

20 Locos 05/29/91 06/24/05 8.66% 54,283,642 47,122,486 

Capital Lease - Equip Gar-?':! Electric Credit 1600 Summer SI 

Stamford, CT 06905 

58 Locos 05 31/83 01/01/99 7.58% 17,784,505 12,712,614 



Capital Lease - Equip GMAC 3044 W Grand BUd 

Detroit, Ml 48202 

17 Locos 02/15/83 11/30/98 10.41% 5,186,524 3,629,824 

Capital Lease - Equip GMAC 3044 W Grand Bivd 

Detroit, Ml 48202 

23 Locos 03/15/83 12/31/98 1041% 7,017,062 5,990,704 

Capital Lease Equip CitlRail Citicorp 450 Mamaroneck Ave 

Harrison, NY 10528 

40 Locos 11/10/83 07/01/99 10 65% 15,046,144 11,848,336 

Capital Lease - Equip CillRail Citicorp 450 Mamaroneck A./e 

Harrison, NY 10528 

40 Locos 11/18/83 07/01/99 10.65% 0 13,900,000 

Capital Lease - Equip General Electric Credit 1600 Summer St 

Stamford, CT 06905 

60 Locos 04/15/84 10/31/99 7.87% 23,632,793 18,389,944 

Capital Lease - Equip PLC Leasing Corp One Progress Piaza 

St Petersburg, FL 33733 

25 Locos 03/15/85 01/01/01 8.48% 13,838,969 11,768,894 

Capital Lease 

o 
cn 

Capital Lease 

- Equip 

- Equip 

GMAC 

The Bank of New York 

3044 W Grand Blvd 

Detroit, Ml 48202 

101 Barclay St 

New York, NY 10286 

25 Locos 

30 Locos 

04/15/85 

01/15/86 

06/25/00 

02/28/01 

8.14% 

7.60% 

14,164,505 

18,492,190 

11,433,135 

15,665,237 

Capital Lease - Equip Melllfe Capital Credit 2 Corporate Dr, Suite 353 

Shelter, CT 06484 

22 Locos 06/15/86 06/30/04 686% 13,241,773 11,931,044 

Capital Lease - Equip Shawmut Bank CT 777 Ma.,-" St 

Hartford, CT 06115 

30 Locos 04/01/88 10/14/06 7.64% 28,596,377 25,194,019 

Capital Lease - Equip Shawmul Bank CT 777 Main SI 

Hartford, CT 06115 

395 Auto Racks 04/01/88 10/14/06 7 58% 8,859,306 7,957,863 

Capital Lease - Equip Colonial Pacific Leasing PO Box 5066 

Noni»alk, CT 06856 

700 Auto Racks 12«)1/88 01/01/05 8 09% 16,8(v6,122 15,911,607 

Capital Lease - Equip Wilmington Trust Co 1100 N Market SI 

Wilmington, DE 19890 

2S Locos 07/31/90 12/30/04 9 60% 50,821,384 44,871,662 



Capital Lease - Equip Wilmington Trust Co 1100 N Market St 

Wilmington, DE 19890 

Locomotives 02/26/93 02/28/07 5 7% 4 6 86% 43,217,234 39,360,567 

Capital Lease - Equip PNC Leasing Corp Broad and Chestnut Street 

Philadelphia, PA 19101 

Auto Racks N/A 12/31/08 6 75% 9,177,098 8,687,434 

Capital Lea,>e - Equip General Electric Credit 1600 Summer SI 

Stamford, CT 06905 

Freight Cars 06/15/80 09/14/97 9 18% 4,247,563 2,213,479 

Capital Leai>e - Equip Connecticut Bank 

and Trust Co 

Or i constitution Plaza 

'Hartford, CT 06103 

Freight Cars 11/01/84 01/02/03 9 67% 7,372,272 6,553,647 

Capital Lease Equip Connecticut Bank 

and Trust Co 

One Constitution Plaza 

Hartford, CT 06103 

Freight Cars 11/01/84 01/02/03 9 67% 3,712,886 3,303,599 

Capital Lease Equip Not Applicable Not Applicable Freight Cars 04/19/85 01/01/03 9 51% 1,545,350 1,407,816 

Capital Lease 

t v j 
O 
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Capital Lease 

• Equip 

- Equip 

BancBoslon Leasing 

Whirlpool Accept Corp 

too Federal St 

Boston, MA 02105 

17177 N Laurel Park 

Livonia, Ml 48152 

Auto Racks 

Not Available 

10/21/85 

N/A 

01/01/98 

03/31/98 

7 90% 

6.77% 

2,079,106 

4,317,120 

1,079,780 

2,961,301 

Capital Lease - Equip Mellon Bank 55 W Monroe SI 

Chicago, IL 60603 

50 Units Work Equip 12/15/86 12/31/84 694% 1,195,956 1,107,498 

Capital Lease - Equip fî ellon Bank 55 W Monroe SI 

Chicago, IL 60603 

98 Units Wort< Equip 12/15/86 12/31/04 780% 2,486,777 2,309,755 

Capital Lease - Equip Whirlpool Accept Corp 17177 N Laurel Park 

Livonia, Ml 48152 

Auto Racks 10/01/87 01/31/03 8 65% 6,113,688 7,228,104 

Capital Lease - Equip Shawmul Bank CT 777 Main SI 

Hartford, CT 06115 

395 Auto Racks 04/01/88 10/14/06 775% 1,742,086 1.570.757 

Capital Lease - Equip Coionlal Pacific Leasing PO Box 5066 

Nonvalk, CT 06856 

148 Auto Racks 12/01/88 06/29/04 828% 2,854,767 2,701,922 



Capital Lease - Equip Colonial Pacific Leasing PO Box 5066 

NonMalk, CT 06856 

140 Auto Racks 12/01/88 01/01/05 833% 3,676,533 3,476,995 

Capital Lease - Equip CK Industries PO Box 87 

Deland, FL 32721 

60 Gondola Cars 12/20/89 09/30/08 10.30% 1,499,054 1,439,724 

Capital Lease - Equip CK Industries PO Box 87 

Deland, FL 32721 

119 Gondola Cars 12/20/89 12/31/06 14.26% 2.475.*^ 2,384,888 

Capital Lease - Equip Pitney Bowes Credit 1350 Campus ParKway 

Neptune, NJ 94111 

Auto Racks 12/19/89 06/26/05 8 24% 2,948,616 2,810,415 

Capital Lease - Equip PNC Leasing Corp. Broad and Chestnut Street 

Philadelphia, PA 19101 

Auto Racks 11/10/93 01/18/09 6.75% 4,505,805 4,282,557 

Capital Lease - Equip General Electric Credit 1600 Summer St 

Stamford, CT 06905 

7 Locos 02/01/79 01/01/97 6.12% 1,786,687 624,628 

Capital Lease 

IVJ 
O 

- Equip GATX Capital 4 Embarcadero Ctr 

San Francisco, CA 94111 

26 Locos 02/01/79 01/03/97 846% 2,329,902 808,022 

00 
Capital Lease - Equip State Street Bk & Trust 225 Franklin Street 

Boston, MA 02110 
Freight Cars/Boxcars 07/15/80 09/14/96 10 34% 1,585,995 0 

Capital Lease - Equip Mellon Bank 55 W Monroe St 

Chteago, IL 60603 

3 Locos 12/17/85 12/31/00 717% 1,062,670 898,757 

Capital Lease - Equip GATX CapHal 4 Embarcadero Ctr 

San FrarKlsco, CA 94111 

Freigtit Cars 03rt)1/70 0AI2SI00 875% 1,557,940 1,257,536 

Capital Lease Equip Residual Finance Corp. Three First Ntl Piaza SuKe 

Chicago, IL 60602 

Freight Cars N/A 07/01/00 8 75% 914,970 724,678 

Capital Lease - Equip Slate Street B< S Trust 225 Franklin Street 

Boston, MA 02110 
17 Locos 12/15/79 0e/3O«6 918% 545,028 0 

Capital Lease - Equip Slate Street Bk & Trust 225 Franklin Street 

Boston, MA 02110 

Freight Cars 04/15/80 07/01/96 1001% 992,597 0 



Capital Lease - Equip GATX Capital 4 Embarcadero Ctr 

San Francisco, CA 84111 

7 Locos 02/01/79 01/01/97 8 12% 399,438 0 

Capital Lease - Equip AmerKsn Finance Grp 24 School St 

Boston, MA 02108 

4 Locos 02/01/79 01/01/97 8 12% 231,386 0 

Capital Lease - Equip CitiRail CHicorp 450 Mamaroneck Ave 

Harrison, NY 10528 

Freight Cars 09/01/79 01/14/96 7 96% 456,673 0 

Capital Lease - Equip General Electric Credit 160O Summer St 

Stamford, CT 06905 

19 Locos 02/01/79 01/14/97 863% 669,923 232,805 

Capital Lease - Equip State Street BK & Trust 225 Franklin Street 

Boston, MA 02110 

Freight Cars 02/15/79 01/14«6 8 28% 132,682 0 

Capital Lease - Equip State Street Bk & Trust 225 Franklin Street 

Boston, MA 02110 

Freight Cars 10/02/79 02/29/96 787% 187,427 0 

r o 
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Capital Lease -

Capital Lease -

Equip 

Equip 

The CIT Group 

The CIT Group 

1211 Avenue of the Americas 

NewYort<, NY 10036 

121: "wenue of the Americas 

New York, NY 10036 

Boxcars 

148 Freight Cars 

09/15/69 

12/01/69 

10/13/99 

06/01/00 

8 75% 

875% 

616,314 

308,783 

477,719 

249,176 

Capital Lease - Equip The CIT Group 1211 Avenue of the Americas 

New York, NY 10036 

36 Boxcars 12/01/69 02/26/00 8 7 5 % 110,750 29,896 

Capital Lease - Equip The CIT Group 1211 Avenue of Ihe Americas 

New York, NY 10036 

Freight Cars 12/01/69 02/26/00 875% 0 59,792 

Capital Lease - Equip The CIT Group 1211 Avenue of the Americas 

New York, NY 10036 

55 Freight Cars 12/01/69 02/10/00 875% 133,688 108,273 

Capital Lease - Equip First Union Rail 2^93 Wexford Bayne Rd 

Sewickley, PA 15143 

Auto Racks 10/01/84 12/31/99 11,12% 481,075 406,174 

Capital Lease Equip First Union Rail 2593 Wexford Bayne RJ 

Sewickley, PA 15143 

Auto Racks 10/01/84 12/31/99 11,12% 445,305 350,745 


