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SECURY. TIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

Schedule 14D-1
Tender Offer Statemcnt
(Amendment No. 26)
Pursuant to
Section 14(d(1) of the Securities Exchange Act of 1934
and
Amendment No. 36
to
Schedule 13Dt
and
Amendment No. 13
to
Schedule 13Dttt

Conrail Inc.
(Name of Subject Company)

CSX Corporation
Norfolk Southern Corporation
Green Acquisition Corp.
(Bidders)
Cosmon Stock, Par Vslue $1.00 Per Share
(Title of Class of Securities)
208368 10 0
(CUSIP Mumber of Class of Securities)
Series A ESOP Convertible Junior Preferred Stock, Without Par Value
(Title of Class of Securities)
Not Available
(CUSIP Mumber of Class of Securities)
Aron
CSX Corporation
Oone James Center
901 East Cary Street Morfolk, virginia 23510
Richmond, Virginia 23219-4031 Telephone: (757) 629-2750

Telephone: (804) 782-1400
(Name, Address and Telephone Number of Person
Authorized to Receive Notices and Commmnications on Behalf of Bidder)

with a copy to:
Pamela S. Seymon Randall H. Doud
Wachtell, Lipton, Rosen & Katz Skadden, Arps, Slate, Mesgher & Flom LLP
51 Uest 52nd Street 919 Third Avenue
New York, Mew York 10019 MNew York, New York 10022
Telephone: (212) 403-1000 Telephone: (212) 735-3000

t of CSX Corporation and Green Acquisition Corp.

tt of Norfolk Southern Corporation.
585




This Statement amends and supplements the Tender Of-
fer Statement on Schedule 14D-1 filed with the Securities and
E'xchange Commission (the "SEC") on Dacember 6, 1996, as
previously amended and supplemeated (the "Schedule 14D-1"), by
Gr een Acquisition Corp., a Pennsylvania corporation
("Purchaser"), CSX Corporation, a Virginia corporation
("Parent" or "CSX"), and Norfolk Southern Corporation, a
Virginia corporation ("NSC"), to purchase all shares of (i)
Common Stock, par value $1.00 per share (the "Common Shares"),
and (ii) Series A ESOP Convertible Junior Preferred Stock,
without par value (together with the Common Shares, the
"Shares"), of Conrail Inc., a Fennsylvania corporation (the
"Company"), including, in each case, the associated common
stock purchase rights, upon the terms and subject to the
conditions set forth in the Offer to Purchase, dated December
6, 1996, the Supplement thereto, dated December 19, 1996 (the
"First Supplement"), the Second Supplement thereto, dated March
7, 1997 (the "Second Supplement"), the Third Supplement
thereto, dated April 10, 1997 (the "Third Supplement”) and the
related Letters of Transmittal (which, together with any
amendments or supplements thereto, constitute the "Second
Offer") at a purchase price of $115 per Share, net to the
tendering shareholder in cash. Capitalized terms used and not
defined herein shall have the meanings assigned such terms in
the Offer to Purchase, the Supplement, the Seccnd Supplement,
the Third Supplement and the Schedule 14D-1.

ITEM 10. ADDITIONAL INFORMATION.

(b) By letter dated May 8, 1997, the Honorable
Vernon A. Williams, Secretary of the STB, issued an informal
opinion, which is not binding on the STB, that the joint voting
trust, which CSX and NSC propose to hold all Shares previously
acquired and to be acquired by CSX and NSC, will effectively
insulate CSX and NSC from the violation of Subtitle IV of Title
49 of the United ftates Code and the policy of the STB that
would result if CSX and/or NSC were to acquire, without
authorization, what would otherwise be a controlling interest
in carrier subsidiaries of the Company. A copy of such lette
has been filed as Exhibit (c) (16), and the foregoing summary
description is qualified in its entirety by reference to such

exhibit.

ITEM 11. MATERIAL TO BE FILED AS EXHIBITS.

(c) (16) Letter from the Honorable Vernon A. Williams, dated
May 8, 1997.




SIGNATURE

After due inquiry and to the best of its knowledge
and belief, the undersigned certifies that the information set
forth in this statement is true, complet. and correct.

CSX CORPORATION

By: /s/ MARK G. ARON
Name: Mark G. Aron
Title: Executive Vice President
-~ Law and Public Affairs

Dated: May 9, 1997




SIGNATURE

After due inquiry and to the best of its knowledge
and belief, the undersigned certifies that the information set
forth in this statement is true, complete and correct.

NORFOLK SOUTHERN CORPORATION

By:
Name: James C. Bishop, Jr.
Title: Executive Vice President-
Law

Dated: May 9, 1997




SIGNATURE

After due inquiry and to the best of its knowledge
and belief, the undersigned certifies that the information set
forth in this statement is true, complete and correct.

ATLANTIC ACQUISITION CORPORATION

By: _____/s/ JAMES C, BISHOP, JR.
Name: James C. Bishop, Jr.
Title: Vice President and

Ceneral Counsel

Dated: May 9, 1997




SIGNATURE

After due inquiry and to the best of its knowledge
and belief, the undersigned certifies that the information set
rorth in this statement is trus, complete and ~orr =t.

GREEN ACQUISITION CORP.

By: /s8/
Name: Mark G. Aron
Title: Vice President, General
Counsel and Secretary

Dated: M™Mxy 9, 1997




EXHIBIT INDEX

Exhibit No.
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* (a) (4)

* (a) (5)

* (a) (6)

* (a) (7)

* (a) (8)

* (a) (9)

* (a) (10)

* (2) (11)

t(a) (12)

* (a) (13)

*(a) (14)

Offer to Purchase, dated December 6, 1996.
Letter of Transmittal.
Notice of Guaranteed Delivery.

Letter to Brokers, Dealers, Commercial Banks, Trust
Companies and Other Nominees.

Letter to Clients for use by Brokers, Dealers, Com-
mercial Banks, Trust Companies and Other Nominees.

Guidelines for Certification of Taxpayer Identifica-
tion Number cn Substitute Form W-9.

‘'ender Cffer Instructions for Participants of Conrail
Inc. Dividend Reinvestment Plan.

Text of Press Release issued by Parent and the Com-
pany on December 6, 1996.

Form of Summary Advertisement, dated December 6,
1996.

Text of Press Release issued by Parent on December S,
1996.

Text of Press Release issued by Parent and the Com-
pany o2 December 10, 1996.

Text of Advertisement published by Parent and the
Company on December 10, 1996.

Text of Press Release issued by Pareat on December
11, 1996.

Text of Advertisement published by Parent and the
Company on December 12, 1£96.

*+ Previously filed.
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* (a) (23)

* (a) (24)

(a) (25)

* (a) (26)

* (a) (27)

* (a) (28)

*(s) (29)

Supplement to Offer to Purchase, dated December 19,

1996.
Revised
Revised

Text of
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Letter of Transnittal.
Notice of Guarantec  Delivery.

Press Release issued by Parent and the Com-
December 19, 1996.

Letter from Parent t.o shareholders of the Company,
dated December 19, 1996.
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Text
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of
on

Text
pany

Text
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of
on

Text of

1997.

Deleted.

Text of
January

Text of
Company

Text of
Company

Text of
14,

Press Release issued by Parent on December

1996.

Press Release issued by Parent and the Com-
January 9, 1997.

Press Release issued by Parent and the Com-
January 13, 1997.

Press Release issued by Parent and the Com-
January 15, 1997.

Press Release issued by Parent on January 17,

Letter issued by Parent and the Company dated
22, 1997.

Advertisement published by Parent and the
on January 29, 1997.

Press Release issued by Parent and the
on January 31, 1997.

Press Release issued by Parent on February

1997.

rreviously filed.




*(a) (30)

* (a) (31)

* (a) (32)
* (a) (33)

* (a) (34)

* (a) (35)
* (a) (36)

* (a) (37)

* (a) (38)

* (a) (39)

* (a) (40)

*(b) (1)

* (b) (2)

Text of Press Razlease issued by Parent on March 3,
1997.

Second Supplement to Offer to Purchase, dated March
7. °1997.

Revised Letter of Transmittal.
Revised Notice of Guararteed Deliver+ .

Text of Press Release issued by Parent on March 7,
1997.

Form of Summary Advertisement, dated March 10, 1997.

Letter from Parent to employees of the Company,
published on March 12, 1997.

Text of Press Release issued by Parent and NSC on
April 8, 1997.

Third Supplement to Offer to Purchase, dated April
10, 1997.

Revised Letter of Transmittal circulated with the
Third Supplement.

Revised Notice of Guaranteed Delivery circulated with
the Third Supplement.

Credit Agreement, dated November 15, 1996 (incorpo-
rated by reference to Exhibit (b) (2) to Parent and
Purchaser’s Tender Offer Statement on Schedule 14D-1,
as amended, dated October 16, 1996).

Credit Agreement, dated as of February 10, 1997, by
and among NSC, Morgan Guaranty Trust Company of New
York, as administrative agent, Merrill Lynch Capital
Corporation, as documentation agent, and the banks
from time to time parties thereto (incorporated by
reference to NSC’s and Atlaatic Acquisition
Corporation’s Tender Offer Statement on Schedule

14D-1, dated February 12, 1997).

Previously filed.




* (b) (3)

*(c) (1)

*(c) (2)

*(c) (3)

*(c) (5)

*(c) (6)

*(c) (7)

(c) (8)

Commitment Letter, dated April 22, 1997, among Morgan
Guaranty Trust Company of New York, J.P. Morgan
Securities Inc., Merrill Lynch Capital Corporation,
Merrill Lynch & Co. and Norfolk Southern Corporation.

Agreement and Plan of Merger, dated as of October 14,
1996, by and among Parent, Purchaser and the Company
(incorporated by reference to Exhibit (c) (1) to Par-
ent and Purchaser’s Tender Offer Statement on Sched-
ule 14D-1, as amended, dated October 16, 1996).

Company Stock Option Agreement, dated as >f October
14, 1996, between Parent and the (zimanv (incorpo-
rated by reference to Exhibit (¢) (2) to Pa.ent and
Purchaser’s Tender Offer Statement on Schedule 14D-1,
as amended, dated October 16, 1996).

Parent Stock Option Agreement, dated as of October
14, 1996, between Parent and the Company (incorpo-
rated by reference to Exhibit (c¢) (3) to Parent and
Purchaser’s Tender Offer Statement on Schedule 14D-1,
as amended, dated October 16, 1996).

Voting Trust Agreement, dated as of October 15, 1996,
by and among Parent, Purchaser and Deposit Guaranty
National Bank (incorporated by reference to Exh bit
(c) (4) to Parent and Purchaser’s Tender Offer State-
ment on Schedule 14D-1, as amended, dated October 16,

1996) .

First Amendment to Agreement and Plan of Merger, dat-
ed as of November S5, 1996, by and among Parent, Pur-
chagser and the Company (incorporated by reference to
Exhibit (c) (7) to Parent and Purchaser’s Tender Offer
Statement on Schedule 14D-1, as amended, dated Octo-
ber 16, 1996).

Second Amendment to Agreement and Plan of Merger,
dated as of December 18, 1996, by and among Parent,
Purchaser and the Company.

Form of Awmended and Restated Voting Trust Agreement.

Deleted.

* Previously filed.




*(c) (9)

(c) (10)

*(c) (11)

*(c) (12)

* (c) (13)

*(c) (14)

*(c) (15)

(c) (16)

(d)
(e)
(£)

Text of STB Decision No. 5 of STB Finance Docket No.
33220, dated January 8, 1997.

Deleted.

Text of opinion of Judge Donald VanArtsdalen of the
United States District Court for the Eastern District
of Pennsylvania as delivered from the bench on Janu-

ary 3, 1997.

Third Amendment to Agreement and Plan of Merger,
dated as of March 7, 1997, by and among Parent,
Purchaser and the Company.

Form of Amended and Restated Voting Trust Agreement.

Letter Agreement between CSX and NSC, dated April 8,
1997.

Fourth Amendment tc Agreement and Plan of Merger,
dated as of April 8, 1997, by and among CSX,
Purchaser and the Company.

Letter from the Honorable Vernon A. Williams, dated
May 8, 1997.

Not applicable.
Not applicable.
Not applicable.

Previously filed.




Surface Transportat.on Board
Washington, D.C 20423-0001

Office of the Secretary

Richard A. Allen, Esq.

Zuckert, Scoutt & Rasenberger, L.L.P.
888 Seventeenth St., N.W.

Washington, D.C. 20006-2939

Re: STB Finance Docket No. 33388, CSX Corporation and USX
Transportation, Inc., Norfolk Southern Corporation and Norfolk

Southern Railway Company--Contrcl and
Operating Leases/Agreements--Conrail Inc. and Consolidated Rail

Corporation

Dear Mr. Allen:

SUMMARY. By letter dated April 24, 1997, you submitted, on behalf
of Nor.olk Southern Corporation (NSC),1 CSX Corporation (CSXC),2 and
Green Acquisition Corporation (Acquisition), and prrsuant to 49 CFR
1013.3(a), an Amended and Restated Voting Trust Agreement (hereinafter
referred to as Joint-VTA-1) that NSC, CSXC, and Acquisition propose to
enter inlo with an institutional trustee, Deposit Guaranty National Bank
(Depusit Guaranty or Trustee), and a limited liability company to be
formed shortly (LLC). NSC and CSXC intend that the Tiustee will hold, in
the voting trust (hereinafter referred to as the Jojut Voting Trust) to
be established pursuant to Joint-VTA-1, all common shares of Conrail Inc.
(CRI).3 (1) acquired previously, and separately, by NSC and CSXC and
currently held in the separate voting trusts referenced below; or (2)
hereafter acquired by NSC and CSXC pursuant to the Third Supplement (the
Third Supplement, dated April 10, 1997) to the Second Offer to Purchase

(the Second Offer,

1 NSC is the parent holding company of Norfolk Southern Railway
Company (NSR). NSC and NSR are referred to collectively as NS.

2 CSXC is the parent holding Company of CSX Transportation, Inc.
(CSXT) . CSXC and CSXT are referred to collectively as CSX.

3 CRI is the parent holding companv of Consolidated Rail
Corporation (CRC). CRI and CRC are referrad to collectively as Conrail.
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dated December 6, 1996).4 NSC and CSXC intend that the Joint Voting
Trust to be established pursuant to Joint-VTA-1 will be a single
consolidated voting trust ultimately superseding and replacing the
previously established separate voting trusts.

In my opinion, the Joint Voting Trust to be established under Joint-
VTA-1 will effectively insulate NSC and CSXC, and their respective
affiliates, from the violation of Subtitle IV of Title 49 of the United
States Code (Subtitle IV of Title 49) and the policy of the Surface
Transportation Board (the Board) that would result if NSC and/or CSXC
were to acquire, without authorization, what would otherwise be a
controlling interest in CRI’s carrier subsidiaries.

BACKGROUND: THE CSX-VTA’S. By letter dated October 23, 1996, Mr.
Dennis G. Lyons submitted, on behalf of CSXC and Acquisition (which was
then a wholly owned subsidiary of CSXC), a voting trust agreement
(hereinafter referred to as CSX-VTA-1) proposed to be entered into by and
between CSXC, Acquisition, and a trustee, for use in connection with the
acquisition, by CSXC and Acquisition, of a contrelling interest in CRI.
On November 1, 1996, Mr. Lyons submitted a revised VTA (hereinafter
referred to as CSX-VTA-2), which provided that Deposit Guaranty was to be
the trustee in place of the previously designated trustee. By letter
dated November 1, 1996, I advised that, in my opinion, the voting trust
to be established under CSX-VTA-2 would effectively insulate CSXC and its
affiliates from the violation of Subtitle IV of Title 49 and the policy
of the Board that would result if CSXC were to acquire, without
authorization, what would otherwise be a controlling interest in CRI’'s
carrier subsidiaries.

On November 26, 1996, CSXC, acting through Acquisition, bought and
paid for approximately 19.9% of the common stock of CRI. This stock wasg
deposited in a voting trust (hereinafter referred to as the CSX Voting
Trust) pursuant to a voting trust agreement in the form of CSX-VTA-2.

By letter dated December 27, 1996, Mr. Lyons submitted, again on
behalf of CSXC and Acquisition, another revised VITA (hereinafter referred
to as CSX-VTA-3) proposed to be entered into by and between CSXC,
Acquisition, and Deposit Guaranty. By letter dated January 8, 1997, I
advised that, in my opinion, the voting trust to be established under
CSX-VTA-3 would effectively insulate CSXC and its affiliates from the
violation of Subtitle IV of Title 49

4 The Second Offer, dated December 6, 1996, was made by CSXC. The
Third Supplement, dated April 10, 1997, includes NSC as a co-bidder.
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and the policy of the Board that would result if CSXC were to acquire,
without authorization, what would otherwise be a controlling interest in

CRI’s carrier subsidiaries.S

BACKGROUND: THE NS-VTA’S. By letter dated October 25, 1996, you
submitted, on behalf of NSC and Atlantic Acquisition Corporation
(Acquiror), a voting trust agreement (hereinafter referred to as NS-VTA-
1) proposed to be entered into by and between NSC, Acquiror, and a Bank
(to be named as trustee) for use in connection with the acquisition, by
NSC and Acquiror, of a controlling interest in CRI. By letter dated
November 1, 1996 (addressed to your colleague, Mr. James A. Calderwood),
I advised that, in my opinion, the voting trust to be established under
NS-VTA-1 would effectively insulate NSC and its affiliate~ from the
violation of Subtitle IV of Title 49 and the policy of the Board that
would result if NSC were to acquire, without authorization, what would
otherwise be a controlling interest in CRI'’'s carrier subsidiaries.

By letter dated November 6, 1996, you submitted, again on behalf of
NSC and Acquiror, an alternitive version of NS-VTA-1 (hereinafter
referred to as NS-VTA-2). By letter dated November 18, 1996, I advised
that, in my opinion, the voting trust to be established under NS-VTA-2
would effectively insulate NSC and its affiliates from the violation of

Subtitle IV of Title 49 and the policy of the Board that would result if
NSC were to acquire, without authorization, what would otherwise be a
controlling interest in CRI'’s carrier subsidiaries.

By letter dated January 31, 1997 (as supplemented by an errata
letter dated February 3, 1997), you submitted, again on behalf of NSC and
Acquiror: NS-VTA-3, which was another alternative version of NS-VTA-1;
and NS~-VTA-4, which was an entirely new voting -rust agreement. By
fletter dated February 14, 1997, I advised that, in my opinion, the voting
trusts to be established under NS-VTA-3 and NS-VTA-4 would effectively
insulate NSC and its affiliates from the violation of Subtitle IV of
Title 49 and the policy of ihc Board that would result if NSC were to
acquire, without authorization, what would otherwise be a controlling
interest in CRI’s carrier subsidiaries.é

5 The letters and other submissions respecting the CSX-VTA’'s were
docketed in STB Finance Docket No. 33220.

6 The letters and other submissions respecting the NS-VTA’‘s were
docketed in STB Finance Docket No. 33286.
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On February 18, 1997, NSC, acting through Acquiror, bought and paid
for approximaicly 9.9% of the common stock of CRI. This stock was
deposited in a voting trust ‘hereinafter referred to as the NS Voting
Trust) pursuant to a voting trust agreement substantially in the form of

NS-VTA-2.

THE JOINT CONRAIL ACQUISITION TRANSACTION. Joint-VTA-1 reflects the
fact that whereas WSC and CSXC former.ly planned to pursue two separate
CRI acquisition transactions, they now plan to pursue one joint CRI
acquisition transaction. Under the Third Supplement to the Second Offer,
CSXC and NSC, actiag in concert through Acquisition, are now offering to
purchase all outscanding common shares of CRI for $:.15 per share in cash.
Unless further =xtended, the Second Offer will expire on May 23, 1997.

NSC and CSXC have agreed that, upon consummation of the Second Offer
(as suppleme:nted by the Third Supplement), they will establish a single
consolidatecl voting trust to hold: (i) the CRI shares previously
acquired bv NSC and CSXC and now held in the separate voting trusts; and
(ii) the remainiang CRI shares to be acquired in the Second Offer (as
supplemented by the Third Supplement). This single consolidated voting
trust will be an amended and restated version of the CSX Voting Trust
(i.e., the voting trust established pursuant to CSX-VTA-2), which is

currently holding the 19.9% of the common stock of CRI acquired by
Acquisition for CSXC on November 26, 1996.

NSC and CSXC intend to foim a new limited liability company (LLC),
to which CSXC will contribute both 10u% of the sg.uck of Acquisition and
also a specified amount of cash, and -o which NSC will contribute both
100% of its interest in the approxim-:ely 9.9% of the common stock of CRI
now held in the NS Voting Trust and also a specified amount of cash. NSC
and CSXC will have equal voting control of LLC, but it is contemplated
that NSC will own 58% of the equity of LLC and that CSXC will own 42% of
the equity of LLC. The cash contributed by NSC and CSXC to LLC will be
transferred to Acquisition to pay for the remaining CRI shares that
Acquisition will acquire pursuant to the Second Offer (as supplemented by
the Third Supplement). Upon consummation of the Second Offer (as
supplemented by the Third Supplement), Acquiror will cause the trustee of
the NS Voting Trust to transfer to the Trustee of the Joint Voting Trust
toc be established pursuant to Joint-VTA-1 the approximately 9.9% of the
common stock of CRI now held in the NS Voting Trust. Once this stock has
been transferred, the NS Voting Trust will be terminated.

THE JOINT VOTING TRUST: MY OPINION. In my opinion, the Joint
Voting Trust to be established under Joint-VTA-1 will effectively
insulate NSC and CSXC, and their respective affiliates, from the
violation of Subtitle IV of Ti“le 49 and the policy of the Board that

would
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result if NSC and/or CSXC were to acquire, without authorization, what
would otherwise be a contrelling interest in CRI’s carrier subs:diaries.
By and large, the language of Joint-VTA-1 mirrors the language of the
prior VTA’s submitted by NSC and CSXC (respecting such matters as the
irrevocability of the voting trust, the independence of the Trustee, the
ban on direct or indirect business arrangements or dealings between the
Trustee and either NSC or CSXC, etc.), and, like the language in the
prior VTA’s, effectively insulates NSC and CSXC from premature control of

CRI.

The key issue concerns the control of CRI prior to such time (if
ever) as the Board approves, and NSC and CSXC consummate, control of CRI.

Joint-VTA-1 provides, in general, that, prior to the merger of an
Acquisition subsidiary into CRI (at which time CRI shall become a wholly
owned subsidiary of Acquisition), the Trustee shall vote the Trust Stock
with respect to all matters in the same proportion as all shares of CRI
Common Stock other than Trust Stock are voted with respect to such
matters. This provision is acceptable because, during the time it is
effective, it will leave control of CRI in the hands of CRI shareholders

other than NSC and CSXC.

Joint-VTA-1 further provides, in general, that, after the merger of
an Acquisition subsidiary into CRI, the Trustee shall vote the Trust
Stock "in accordance with the instructions of a majority of the persons
who are currently the directors of [CRI] and their nominees as successors
and who shall then be directors of [CR1l]." This provision is acceptable
because, during the time it is effective, it will leave control of CRI in
the hands of its current directors and/or successors nominated by the
current directors.

Joint-VTA-1 further provides "that if there shall be no such persons
qualified to give such instructions hereunder, or if a majority of such
persons refuse or fail to give such instructions, then the Trustee shall
vote the Trust Stock ia its sole discretinn, having due regard for the
interests of the holders of Trust Certificates as investors in the stock
of [CRI], determined without reference to such holders’ interests in
railroads other than the subsidiaries of [CRI]." This provision is
acceptable because, during the time it is effective, it will leave
control of CRI in the hands of an independent Trustee.

DIVESTITURE. I think it appropriate to reiterate and emphasize what
I said in my prior letters concerning the divestiture of the CRI stock
that will be necessary in the event that either: (a) the CRI control
transaction does not receive regulatory authorization; or (b) the CRI
control transaction does receive regulatory authorization, but NSC and
CSXC choose not to exercise that authorization. If the CRI control
transaction ultimately collapses, the Board will have the
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authority to approve both a plan of divestiture and the sale (or other
disposition) of the CRI stock, whenever such divestiture and disposition
take place, and whether or not the person acquiring the CRI stock
requires 49 U.S.C. 11323 authority to consummate such acquisition. See
Santa Fe Southern Pacific Corp.--Control--SPT Co., 2 I.C.C.2d4 709, 834
(1986) (the jurisdiction of the Interstate Commerce Commission "to
oversee the orderly divestiture" of the Trust Stock is "inherently within
[its] authority to approve consolidations and acquisitions of control.").

INFORMAL STAFF OPINION NOT BINDING ON BOARD. My opinion respecting
the Joint Voting Trust to be established under Joint-VTA-1 is an informal
staff opinion that is not binding on the Board. See 49 CFR 1013.3(a).

MERITS NOT CONSIDERED. In arriving at my opinion respecting the
Joint Voting Trust to be established under Joint-VTA-1, I have given no
consideration whatsoever to the merits of the 49 U.S.C. 11323-25 control
application that NSC aid CSXC have indicated they intend to file on or
about June 10, 1997. Thus, my opinion should not be interpreted by any
person as an indication that I think the Board will or will not approve

any such application.

ANCILLARY MATTER. By letter dated April 25, 1997, Mr. Michael F.
McBride, representing American Electric Power Service Corporation,
Atlantic City Electric Company, Delmarva Power & Light Company,
Indianapolis Power & Light Company, and The Ohio Valley Coal Company, has
asked that, in arriving at my opinion respecting the Joint Voting Trust
to be established under Joint-VTA-1, I consider certain pleadings
(hereinafter referred to as the ACE-1 and CURE-1 pleadings) that were
filed in STB Finance Docket No. 33388 on or about April 18, 1997. See
Decision No. 4, slip op. at 1-2 (reference to the ACE-1 and CURE-1l
pleadings). See also Decision No. 4, slip op. at 2-3 (discussion of the
issues raised in the ACE-1 and CURE-1 pleadings).

For the reasons below, in arriving at the opinion expressed in this
letter, I have given no consideration to the ACE-1 and CURE-1 pleadings.
My opinion is limited to the question whether the Joint Voting Trust to
be established under Joint-VTA-1 will effectively insulate NSC and CSXC,
and their affiliates, from the violation of Subtitle IV of Title 49 and
the policy of the Board that would result if NSC and/or CSXC were to
acquire, without authorization, what would otherwise be a controlling
interest in CRI’s other subsidiaries. The ACE-1, and CURE-1 pleadings
are not directed to this question; rather, these pleadings (particularly
the ACE-1 pleading) are directed to the question whether the price NSC
and CSXC have agreed to pay for the CRI shares still outstanding is too
high. This is a matter that the Eoard has addressed. See Decision No.
4, slip op. at 3 (any arguments respecting the reasonableness of the

purchase price
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will be addressed by tbes Board in its review of the merits of the 49
U.S.C. 11323-25 control application).

PUBLIC DOCKET. A copy of this lecter will be placed in the public
docket in STB Finance Docket No. 33388.

Sincerely,
/s/ Vernon A. Williams

Vernon A. Williams
Secretary

Dennis G. Lyons

Arnold & Porter

555 Twelfth Street, N.W.
Washington, D.C. 20004-1202

Michael F. McBride

LeBoeuf, Lamb, Greene & MacRae
1875 Connect<cut Avenue, N.W.
Washington, D.C. 20009-5728




SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

SCHEDULE 14D-1

TENDER OFFER STATEMENT
(AMENDMENT NO. 27)

rURSUANT TO
SECTION 14(D(1) OF THE SECURITIES EXCHANGE ACT OF 1934

AND
AMENDMENT NO. 37

TO
SCHEDULE 13D+

AND
AMENDMENT NO. 14

1o
SCHEDULE 13D*+

CONRAIL INC.

(Name of Subject Company)

CSX CORPORATION
NORFOLK SOUTHERN CORPORATION
GREEN ACQUISITION CORP.

(Bidders)

COMMON STOCK, PAR VALUE $1.00 PER {HARE
(Title of Class of Securities)

208368 10 O
(CUSIP Number of Class of Securities)
SERIES A ESOP CONVERTIBLE JUNIOR PREFERRED STOCK, WITHOUT PAR VALUE
\'itle of Class of Securities)
NOT AVAILABLE
(CUSIP Number of Class of Securities)
MARK G. ARON JAMES C. BISHOP, JR.
CSX CORPORATION NORFOLK SOUTHERN CORPORATION
ONE JAMES CENTER THREE COMMERCIAL PLACE
901 EAST CARY STREET NORFPOLK, VIRGINIA 23510
RICHMOND, VIRGINTYA 23219-4031 TELEPHONE: (757) 629-2750
TELEPHONE : (804) 782-1400

(Name, Address and Telephone Number of Person
Authorized to Receive Notices and Communications on Behalf of Bidder)




With a copy to:

PAMELA S. SEYMON RANDALL H. DOUD
WACHTELL, LIPTON, ROSEN & KATZ SKADDEN, ARPS, SLATE, MEAGHER & FLOM LLP
51 WEST 52ND STREET 919 THIRD AVENUE
NEW YORK, NEW YORK 10019 NEW YORK, NEW YORK 10022
TELEPHONE: (212) 403-1000 TELEPHONE: (212) 735-3000

of CSX Corporation and Green Acquisition Corp.
of Norfolk Southern Corporation

This Statement amends and supplements the Tender Offer
Statement on Schedule 14D-1 filed with the Securities and Exchange
“ommission (the “"SEC") on December 6, 1996, as previously amended
énd supplemented (the "Schedule 14D-1"), by Greenm Acquisition Corp.
('Purchaser®), a Pennsylvania corporation, CSX Corporation, a
Virginia corporation ("Parent” or "CSX"), and Norfolk Southern
Corporation, a Virginia corporation ("NSC"), to purchase all shares
of (i) Common Stec. par value $1.00 per share (the "Common
Shares”), and (ii) Series A ESOP Convertible Junior Preferred Stock,
without par value (together with the Common Shares, the "Shares"),
of Conrail Inc., a Pennsylvania corporation (the "Company"),
including, in each case, the associated common stock purchase
rights, upon the terms and subject to the conditions set forth in
the Offer to Purchase, dated December 6, 1996, the Supplement
thereto, dated December 19, 1996 (the "Pirst Supplement”), the
Second Supplement thereto, dated March 7, 1997 (the "Second
Supplement”), and the Third Supplement thereto, dated April 10, 1997
(the "Third Supplement”), and the related Letters of Transmittal
(which, together with any amendments or supplements thereto,
constitute the "Second Offer") at a purchase price of $115 per
Share, net to the tendering shareholder in cash. Capitalized terms
used and not defined herein shall have the meanings assigned such
terms in the Offer to Purchase, the First Supplement, the Second
Supplement, the Third Supplement and the Schedule 14D-1.

ITEM 5. PURPOSE OF THE TENDER OFFER AND PLANS OR PROPOSALS OF
y THE BIDDER.

On May 14, 1997, NSC and Canadian Pacific Railway Company
("CPRC") issued a press release announcing that Norfolk Southern
Railway Company ("NSR"), a controlled subsidiary of NSC, and CPRC
have reached an agreerent (the "NSR/CPRC Agreement”) regarding the
future flow of rail traffic between a number of points in Canada,
New England, Pennsylvania, Michigan and Illinois. Under the NSR/CPRC
Agreement, which is subject to STB approval, NSR will obtain haulage
rights over CPRC's Delaware and Hudson Railway subsidiary from
Harrisburg, Pennsylvania and Binghamtion, New York to Albany, New
York. At the same time, CPRC will receive haulage rights on the
Company's line that NSC expects to op.rate between Detroit and
Chicago, via Kalamazon, Michigan. A copy of the press release is
included as an exhibit hereto and is incorporated herein by
reference.

ITEM 11. MATERIAL TO BE FILED AS EXHIBITS.




Item 11 is hereby amended and supplemented by the following:

(a) (41) Text of Press Release issued by NSC and CPRC on May
14, 1997.
SIGNATURE

After due inquiry and to the best of its knowledge and
belief, the undersigned certifies that the information set forth in
this statement is true, complete and correct.

CSX CORPORATION
By: /s/ MARK G. ARON
Name: Mark G. Aron

Title: Executive Vice President --
Law and Public Affairs

Dated: May 14, 1997

SIGNATURE
After due inquiry and to the best of its knowledge and

belief, the undersigned certifies that the information set forth in
this statement is true, complete and correct.

NORFPOLK SOUTHERN CORPORATION
By: /s/ JAMES C. BISHOP, JR.

Name: James C. Bishop, Jr.
Title: Executive Vice President-Law

Dated: May 14, 1997

SIGNATURE

After due inquiry and to the best of its knowledge and
belief, the undersigned certifies that the information set fortih in
this statement is true, complete and correct.

ATLANTIC ACQUISITION CORPORA-

/s/ JAMES C. BISHOP, JR.




Title: Vice President and
General Counsel

Dated: May 14, 1997

SIGNATURE

After due inquiry and to the best of its knowledge and
belief, the undersigned certifies that the information set forth in
this statement is true, complete and correct.

GREEN ACQUISITION CORP.

By: /s/ MARK G. ARON

Name: Mark G. Aron
Title: General Counsel and
Secretary

Dated: May 14, 1997

EXHIBIT INDEX

EXHIBIT
NO.

*(a) (L) Offer to Purchase, dated December 6, 1996.

*(a) (2) Letter of Transmittal.

*(a) 13) Notice of Guaranteed Delivery.

*(a) (4) Letter to Brokers, Dealers, Commercial Banks, Trust Companies
ar.d Other Nominees.

*(a) (5) Letter to Clients for use by Brokers, Dealers, Commercial Banks,
Trust Companies and Jther Nominees.

*(a) (6) Guidelines for Certi‘ication of Taxpayer Identification Number
on Substitute Form W-9.

*(a) (7) Tender Offer Instructions for Participants of Conrail Inc.
Dividend Reinvestment Plan.

*(a) (8) Text of Press Release issued by Parent and the Company on
December 6, 1996.

*(a) (9) Form of Summary Advertisement, dated December 6, 1996. *(a) (10)
Text of Press Release isiued by Parent on December 5, 1996.

*(a) (11) Text of Press Release issued by Parent and the Company on
December 10, 1996.

*(a) (12) Text of Advertisement published by Parent and the Company on
December 10, 1996.

*(a) (13) Text of Press Release issued by Parent on December 11, 1996.

*(a) (14) Text of Advertisement published by Parent and the Company on
December 12, 1996.

*(a) (15) Supplement to Offer to Purchase, dated December 19, 1996.

* (a) (16) Revised Letter of Transmittal.




* (a) (17)
* (a) (18)

* (a) (19)

* (a) (20)
*(a) (21)

*(a) (22)
*(a) (23)
*(a) (24)

(a) (25)
* (a) (26)
* (a) (27)
* (a) (28)
* (a) (29)
* (a) (30)
* (a) (31)
* (a) (32)
* (a) (33)
*(a) (34)
* (a) (25)
* (a) (36)
* (a) (37)
*(a) (38)
*(a) (39)
*(a) (40)

(a) (41)
*(b) (1)

*(b) (2)

(b) {2}

*(c) (1)

*(c) (2)

Revised Nc¢ ice of Guaranteed Delivery.

Text of Press Release issued by Parent and the Company on
December 19, 1996.

Letter from Parent to shareholders of the Company, dated
December 19, 1996.

Text of Press Release issued by Parent on December 20, 1996.
Text of Press Release issued by Parent and the Company on
January 9, 1997.

Text of Press Release issued by Parent and the Company on
January 13, 1997.

Text of Press Release issued by Parent and the Company on
January 15, 1997.

Text of Press Release issued by Parent on January 17, 1997.
Deleted.

Text of Letter ismsme by Parent and the Company dated January
22, 1897.

Text of Advertisement published by Parent and the Company on
January 29, 1997.

Text of 2ress Release issued by Parent and the Company on
January 31, 1997.

Text of Fress Release issued by Parent on February 14, 1997.
Text of Press Release issued by Parent on March 3, 1997.
Second Supplement to Offer to Purchase, dated March 7, 1997.
Revised Letter of Transmittal.

Revised Notice of Guaranteed Delivery.

Text of Press Release issued by Parent on March 7, 1997.
Porm of Summary Advertisement, dated March 10, 1997.

Letter from Parent to employees of the Company, published on
March 12, 1997. :
Text+ of Press Release issued by CSX and NSC on April 8, 1997.
Thi.d Supplement to Offer to Purchase, dated April 10, 1997.
Revised Letter of Transmittal circulated with the Third

Supplement.
Revised Notice of Guaranteed Delivery circulated with the Third

Supplement.

Text of Press Release issued by NSC and CPRC on May 14, 1997.
Credit Agreement, dated November 15, 1996 (incorporated by
reference to Exhibit (b) (2) to Parent and Purchaser's Tender
Offer Statement on Schedule 14D-1, as amended, dated October 16,
1996).

Credit Agreement, dated as of February 10, 1997, by and among
NSC, Morgan Guaranty Trust Company of New York, as
administrative agent, Merrill Lynch Capital Corporation, as
documentation agent, and the banks from time to time parties
thereto (incorporated by reference to KsC's and Atlantic
Acquisition Corporation's Tender Offer Statement on Schedule
14D-1, dated February 12, 1997).

Commitment Letter, dated April 22, 1997, among Morgan Guaranty
Trust Company of New York. J.P. Morgan Securities Inc., Merrill
Lynch Capital Corporation, Merrill Lynch & Co. and Norfolk
Southern Corporation.

Agreement and Plan of Merger, dated as of October 14, 1996, by
and among Parent, Purchaser and the Company (incorporated by
reference to Exhibit (c) (1) to Parent and Purchaser's Tender
Offer Statement on Schedule 14D-1, as amended, dated October 16,
1996) .

Company Stock Option Agreement, dated as of October 14, 1996,
between Parent and the Company (incorporated by reference to
Exhibit (c¢) (2) to Parent and Purchaser's Tender Offer Statement
on Schedule 14D-1, as amended, dated October 16, 1956).




*(c) (3)

*(c) (4)

*(c) (5)

*(c) (6)

*(c) (7)
(c) (8)
*(c) (9)

(e) (10)
*(c) (11)

*(c) (12)

(*) (e) (13)
*(c) (14!
*(c) (15)

*(c) (16)
(d)
(e)

Parent Stock Option Agreement, dated as of October 14, 1956,
between Parent and the Company (incorporated by reference to
Exhibit (¢) (3) to Parent and Purchaser's Tender Offer Statemen:
on Schedule 14D-1, as amended, dated October 16, 1996).
Voting Trust Agreement, dated as of October 15, 1996, by and
among Parent, Purchaser and Deposit Guaranty National Bank
(incorporated by reference to Exhibit (c) (4) to Parent and
Purchaser's Tender Offer Statement on Schedule 14D-1, as
amended, dated October 16, 1996).

First Amendment to Agreement and Plan of Merger, dated as of
November 5, 1996, by and among Parent, Purchaser and the (‘cmpany
(incorporated by reference to Exhibit (c) (7) to Parent and
Purchaser's Tender Offer Statement on Schedule 14D-1, as
amended, dated October 16, 1996).

Second Amendment to Agreement and Plan of Merger, dated as of
December 18, 1996, by and among Parent, Purchaser and the
Company .

Form of Amended and Restated Voting Trust Agreement.

Deleted.

Text of STE Decision No. 5 of STB Finance Docket No. 33220,
dated January 8, 1997.

Deleted.
Tex. of opinion of Judge Donald VanArtsdalen of the United

States District Court for the Eastern District of Pennsylvania
as delivered from the bench on January 9, 1997.

Third Amendment to Agreement and Plan of Merger, dated as of
March 7, 1997, by and amoag Parent, Purchaser and the Company.
Form of Amended and Restated Voting Truit Agreement.

Letter Agreement between CSX and NSC, dated April 8, 1997.
Fourth Amendment to Agreement and Plan of Merger, dated as of
April 8, 1997, by and among CSX, Purchaser and cae Company.
Tetter from the Honorable Vernon A. William:z, dated May 8, 1997.
Not applicable.

Net applicable.

Not applicable.

Previously filed.




NEWS RELEASE
Contacts: Roberl Fort
Norfolk Southern
(757) 629-2710

Barry Scott
Canadian Pacific Railway
(403) 218-7525

FOR IMMEDIATE RELEASE
May 14, 1997

NS AND CPR REACH AGREEMENT TO IMPROVE TRAFFIC FLOWS

Norfolk VA -- Norfolk Southern Railway Company (NS) and Canadian
Pacific Railway Compary (CPR) have reached an agreement that
will improve the future flow of rail traffic between a number of
points in Canada, New England, Pennsylvania, Michigan and
Illinois.

The agreement is subject to Surface Transportation Board
approval cf the proposal by Norfolk Southern Corporation and CSX
Corporation to acquire Conrail, Imc. (CR).

Under the agreemsent, NS will obtain haulage rights over
CPR s Delaware and Hudson Railway (D&H) subsiliary from
Harrisburg, Pa., and Bingnamton, N.Y., to Albany, N.Y. In
addition, NS and CPR will shorten transit times and routes by
relocating their interchange at Potomac Yard, Va., to
Harrisburg, Pa., and share investment in certain track and
bridge improvements on the D&E line. This arrangement will give
NS a2 direct connection to Guilford Transportation, increasing
competitive rail service to New England while improving service
to Canada.

At the same time, CPR will receive haulage rights on the CR
line that NS expects to operate between Detroit and Chicago, via
Kalamazoo, Mich. Thie will give CPR a shorter, faster route for
intermodal and other freight moving into the U.S. from shippers
in the provinces of Quebec and Ontario. CPR will also receive

trackage rights between Harrisburg, Pa., and Reading, Pa.,
improving service to Philadelphia.

This agreement will contribute to our goal of defining a
viable role for the D&H following the restructuring of Comrail,
and we expect to explore other opportunities, said Rob
Ritchie, CPR president and chief executive officer. Service
for CPR ruippers will be improved both in the Northeast and the
important corridor linking Central Canada and Chicago.

Our agreement with CPR is anothe: -~ample of how our plan
for the restructuring of Conrail will promote balanced
competition in the East, said David R. Goode, NS chairman,
president and chief executive officer. It Fas the potential to
beneiit both American and Canadian shippers by offering them
wider market access and by improving the speed and ease with
which tieir freight can be moved.

## 4%
NS World Wide Web Sit«: - http://sww.nscorp.com

CPR World Wide Web Site - http://www.cprailway.com




SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

Schedule 1:D-1
Tender Offer Statement
(Amendment No. 28 - Final Amendment)
Pursuant to
Section 14(d) (1) of the Securities Exchange Act of 1934
and
Amendment. No. 38
pele}
Schedule 13D+
and
Amendment No. 15
to
Schedule 13D++
and
Schedule 13D+++

Conrail Inc.
(Name of Subject Company)

CSX Corporation
Norfolk Southern Corporation
Green Acquisition Corp.
(Bidders)

Common Stock, Par Value $1.00 Per Share
(Title of Class of Securities)

208368 10 0
(CUSIP Numher of Class of Securities)

Series A ESOP Convertible Junior Preferred Stock, Without Par Value
(Title of Class of Securities)

Not Available
(CUSIP Number of Class of Securities)

Mark C. Aron Jusnes C. Bishop, Jr.
CSX Co-poration Norfolk Southern Corporatior
Cne Jares Center Three Commercial Place
901 Eas’. Cary Street Norfolk, Virginia 23510
Richmond, Virginia 23219-4031 Telephone: (77) 629-2750
Telephone: (B0%) 782-1400
(Name . Address and Telephone Number of Peison
Authorized to Receive Notices and Communications on S8ehalf of Bidder)

With a copy to:
Pamela S. Seymon Randall H. Doud
Wachtell, Lipton, Rosen & Katz Skadden, Arps, Slate, Meagher & Flom LLP
51 West 52nd Stieat 919 Third Avenue
New York, New York 110018 New York, New York 10022
Telephone: (212) 403-1000 Telephone: (212) 735-3000




of CSX Corporation and Green Acquisition Corp.
++ of Norfolk Southern Corporation
+++ of CRR Holdings LLC

SCHEDULE 14D-1

CUSIP No. 208368 10 0

NAMES OF REPORTING PERSONS
S.S. OR I.R.S. IDENTIFICATION NO. OF ABOVE PERSON

NORFOLK SOUTHERN CORPORATION (E.I.N.: 52-1188014)

CHECX THE APPROPRIATE BOX IF A MEMBER OF A GROUP (a) [X]

SOURCE OF FUNDS
BK, WC, 00

CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED
PURSUANT TO ITEMS 2(e) or 2(f)

CITIZENSHIP OR PLACE OF ORGANIZATION

VIRGIN .A

AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH
REPORTING PERSON

83,382,513 Common °hares

REPORTING PERSON

HC and CO

NAMES OF REPORTING PERSONS
S.S. OR I.R.S. IDENTIFICATION NO. OF ABOVE PERSON

ATLANTIC ACQUISITION CORPORATION (E.I.N. 54-1823555)




SOURCE OF FUNDS
AF

CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED
PURSUANT TO ITEMS 2(e) or 2(f)

CITIZENSHIP OR PLACE OF ORGANIZATION

PENNSYLVANIA

AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH
REPORTING PERSON

CHECK BOX IF THE AGGREGA” Au.OUNT IN ROW (7) EXCLUDES
CERTAIN SHARES

PERCENT OF CLASS RIPRESENTED BY AMOUNT IN ROW (7)

0%

REPORTING PERSON

NAMES OF REPORTING PERSONS
S.S. OR I R.S. IDEINTIFICATION NO. OF ABOVE PERSON

CsX CORPORATION

SEC USE ONLY

SOURCE OF FUNDS
BK, WC, 00

CHECK BOX IF DISCLOSURE OF LEGAL PROCEZDINGS IS REQUIRED
PURSUANT TO ITEMS 2(e) or 2(f)

CITIZENSHIP OR PLACE OF ORGANIZATION

VIRGINIA




AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH
REPORTING PERSON
83,382,513 Common Shares

PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (7)

REPORTING PERSON

HC and CO

CUSIP No. 208368 10 0

NAMES OF REPORTING PERSONS
§.S. OR I.R.S. IDENTIFICATION NO. OF ABOVE PERSON

GREEN ACQUISITION CORPORATION

CHECK THE APPRO‘RIATE BOX IF A MEMBER OF A GROUP

SEC USE ONLY

SOURCE OF FUNDS
AF

CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINCS Is REQUIR_D
PURSUANT TO ITEMS 2(e) or 2(f) L3

CITIZENSHIF OR PLACE OF ORGANIZATION

DENNSYLVANIA

AGGREGATE AMOUNT BiINEFICIALLY OWNED BY EACH
REPORTING PERSON
83,382,413 Common Shares

CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (7) EXCLUDES
CERTAIN SHARES

SCHEDULE 14D-1




CUSIP No. 208368 10 0

NAMES OF REPORTING PERSONS
S.S. OR I.R.S. IDENTIFICATION NO. OF ABOVE PERSON

CRR HOLDINGS LLC

CHECK BOX IF DISCLOSURE OF LEGAL PRCCEEDINGS IS REQUIRED
PURSUANT TO ITEMS 2(e) or 2(f)

AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH
REPORTING PERSON
83,382,413 Common Shares

CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (7) EXCLUDES
CERTAIN SHARES

This Statement amends and supplements the Tender Offer Statement on
Schedule 14D-1 filed with the Securities and FExchange Commission (the
"SEC") on December 6, 1996, as previously amended and supplemented (the
"Schedule 14D-1"), by Green Acquisition Corp. ("Purchaser"), a Pennsylvania
corporaticn, CSX Corporation, a Virginia corporaticn ("Parent” or "CSX"),
and Norfolk Southern Corporation, a Virginia corporation ("NSC"), to
purchase all shares of (i) Common Stock, par value $1.00 per share (the
"Common Shares"), and (ii) Series A ESCP Convertible Junior Preferred
Stock, without par value (together with the Common Shares, the "Shares"),
of Conrail Inc., a Pennsylvania corporation (the "Company"”), including, in
each case, the associated common stock purchase rights, upon the terms and
subject to the conditions set forth in the Qffer to Purchase, dated
December 6, 1996, the Supplement thereto, dated December 19, 1996 (the
"First Supplement”), the Second Supplement thereto, dated March 7, 1997
(the "Second Supplement”), and the Third Supplement thereto, dated April
10, 1997 (the "Third Supplement”), and the related Letters of Transmittal
(which, together with any amendments or supplements thereto, constitute the
"Second Offer”) at a purchase price of $115 per Share, net to the tendering




shareholder in cash. Capitalized terms used and not defined herein shall
have the meanings assigned such terms in the Offer to Purchase, the First
Supplement, the Second Supplement, the Third Supplement and the Schecule
14D-1.

ITEM 6. INTEREST IN SECURITIES OF THE SUBJECT COMPANY.
Item 6 is hereby amended and supplemented by the following:

(a)~-(b) Following expiration of the Second Offer at 5:00 p.m., New
York City time, on May 23, 1997, Purchaser accepted for payment all Shares
validly tendered pursuant to the Second Offer. Purchaser has been informed
by the Depositary that 57.407,389 Shares (including 8,937,900 Shares
tendered pursuant to guaranteed delivery procedures), representing
approximately 94% of Shares not already owned by CSX and NSC, were tendered
pursuant to the Second Offer. A copy of the press release issued by NSC and
CSX on May 27, 1997 relating to the completion of the Second Offer is filed
as Exhibit (a) (42) hereto and is incorporated herein by reference.

ITEM 11. MATERIAL TO BE FILED AS EXHIBITS.
Item 11 is hereby amended and supplemented by the following:

(a) (42 Text of Press Release issued by NSC and CSX on May 27, 1997.

SIGNATURE

After due inquiry and to the best of its knowledge and belief, the
undersigned certifies that the information set forth in this statement is
true, complete and correct.

CSX CORPORATION

By: /s/ MARK G. ARON

Name: Mark G. Aron

Title: Executive Vice President --
Law and Public Affairs

Dated: May 27, 1997

SIGNATURE

After due inquiry and to the best of its knowledge and belief, the
undersigned certifies that the information set forth in this statement is
true, complete and correct.

NORFOLK SOUTHERN CORPORATION

By: /s/ JAMES C. BISHOP, JR.
Name: James C. Bishop, Jr.
Title: Executive Vice President-Law

Dated: May 27, 1997




SIGNATURE

After due inquiry and to the best of its knowledge and belief, the
undersigned certifies that the information set forth in this statement is

true, complete and correct.

ATLANTIC ACQUISITION CORPORATION

By: /s/ JAMES C. BISHOP, JR.

Name: James C. Bishop, Jr.

Title: Vice President and
General Counsel

Dated: May 27, 1997

SIGNATURE

After due inquiry and to the best of its knowledge and belief, the
undersigned certifies that the information set forth in this statement is
true, complete and correct.

GREEN ACQUISITION CORP.

By: /s/ MARK G. ARON
Name: Mark G. Aron
Title: Vice President

Dated: May 27, 1997

SIGNATURE

After due inquiry and to the best of its knowledge and belief, the
undersigned certifies that the information set forth in this statement is
true, complete and correct.

CRR HOLDINGS LLC

By: /s/ JAMES C. BISHOP, JR.
Name: James C. Bishop, Jr.
Title: Vice President

Dated: May 27, 1997

EXHIBIT INDEX

Exhibit
No.




*(a) (1)
*(a) (2)
*(a)(3)
*(a) (4)
*(a) (5)
*(a) (6)
*(a) (7)
*(a) (8)
*(a)(9)
*(a) (10)
*(a) (11)
*(a) (12)

*(a) (13)
*(a) (14)

*(a) (15)
*(a) (16)
*(a) (17)
*(a) (18)
*(a) (19)

*(a) (29,

*(a) (21)
*(a) (22)
*(a) (23)
*(a) (24)

(a) (25)
*(a) (26)

*(a) (27)

*(a) (28)

*(a) (29)
*(a) (30)
*(a) (31)
*(a) (32)
*(a) (33)
*(a) (34)
*(a) (35)
*(a) (36)

*(a) (37)
*(a) (38)
*(a) (39)
*(a) (40)

*(a) (41)

Offer to Purchase, datzd December 6, 1996.

Letter of Transmittal.

Notice of Guaranteed Delivery.

Letter to Brokers, Dealers, Commercial Banks, Trust Companies and
ther Nominees.

Letter to Clients for use by Brokers, Dealers, Commercial Banks,
Trust Companies and Other Nominees.

Guidelines for Certification of Taxpayer Identification Number on
Substitute Form W-9.

Tender Offer Instructions for Participants of Conrail Inc.
Dividend Reinvestment Plan.

Text of Press Release issued by Parent and the Company on
December 6, 1996.

Form of Summary Advertisement, dated December 6, 1996.

Text of Press Release issued by Parent on December 5, 1996.

Text of Press Release issued by Parent and the Company on
December 10, 1996.

Text of Advertisement published by Parent and the Company on
December 10, 1996.

Text of Press Release issued by Parent on December 11, 1996.

Text of Advertisement published by Parent and the Company on
December 12, 1996.

Supplement to Offer to Purchase, dated December 19, 1996.

Revised Letter of Transmittal.

Revised Notice of Guaranteed Delivery.

Text of Press Release issued by Parent and the Company on
December 19, 1996.

Letter from Parent to shareholders of the Company, dated December
19, 1996.

Text of Press Release issued by Parent on December 20, 1996.

Text of Press Release issued by Parent and the Company on January
9, 1997.

Text of Press Release issued by Parent and the Company on January
13, 1997.

Text of Press Release issued by Parent and the Company on January
15, 1997.

Text of Press Release issued by Parent on January 17, 1997.
Deleted.

Text of Letter issued by Parent and the Company dated January 22,
1997.

Text of Advertisement published by Parent and the Company on

January 298, 1997.

Text of Press Release issued by Parent and the Company on January
31, 1997.

Text of Press Release issued by Parent on february 14, 1997.

Text of Press Release issued by Parent on March 3, 1997.

Second Supplement to Offer to Purchase, dated March 7, 1997.

Revised Letter of Transmittal.

Revised Notice of Guaranteed Delivery.

Text of Press Release issued by Parent on March 7, 1997.

Form of Summary Advertisement, dated March 10, 1997.

Letter from Parent to employees of the Company, published on

March 12, 1997.

Text of Press Release issued by CSX and NSC on April 8, 1897.

Third Supplement to Offer to Purchase, dated April 10, 19987.

Revised Letter of Transmittal circulated with the Third Supplement.

Revised Notice of Guaranteed Delivery circulated with the Third

Supplement.

Text of Press Release issued by NSC and CPRC on May 14, 1997.




(a) (42)
*(b) (1)

*(b) (2)

*(b) (3)

*(c) (1)

*(c) (2)

*(c) (3)

*(c) (4)

*(c) (5)

*(c) (6)

*(e) ()
(c) (8)
*(e) (9)

(c) (10)
*(c) (11)

*(c)(12)

*(c) (13)
*(c) (14)
*(c) (15)

*(c)(16)
(d)
(e)
(£f)

Text of Press Release issued by NSC and CSX on May 27, 1997.
Credit Agreement, dated November 15, 1996 (incorporated by
reference to Exhibit (b) (2) to Parent and Purchaser's Tender
Offer Statement on Schedule 14D-1, as amended, dated October 16,
1996).

Credit Agreement, dated as of February 10, 1997, by and amcng
NSC, Morgan Guaranty Trust Company of New York, as administrative
agent, Merrill Lynch Capital Corporation, as documentation agent,
and the banks from time to time parties thereto (incorporated by
reference to NSC's and Atlantic Acquisition Corporation's Tender
Offer Statement on Schedule 14D-1, dated February 12, 1997).
Commitment Letter, dated April 22, 1997, among Morgan Guaranty
Trust Company of New York, J.P. Morgan Securities Inc., Merrill
Lynch Capital Corporation, Merrill Lynch & Co. and Norfolk
Southern Corporation.

Agreement and Plan of Merger, dated as of October 14, 1996, by
and among Parent, Purchaser and the Company (incorporated by
reference to Exhibit (¢) (1) to Parent and Purchaser's Tender
Offer Statement on Schedule 14D-1, as amended, dated October 16,
1996).

Company Stock Option Agreement, dated as of October 14, 1996,
between Parent and the Company (incorporated by reference to
Exhibit (c)(2) to Parent and Purchaser's Tender Offer Statement
on Schedule 14D-1, as amended, dated October 16, 1996).

Parent Stock Option Agreement, dated as of October 14, 1996,
between Parent and the Company (incorporated by reference to
Exhibit (¢)(3) to Parent and Purchaser's Tender Offer Statement
on Schedule 14D-1, as amended, dated October 16, 1996).

Voting Trust Agreement, dated as of October 15, 1996, by and
among Parent, Purchaser and Deposit Guaranty National Bank
(incorporated by reference to Exhibit (c) (4) to Parent and
Purchaser's Tender Offer Statement on Schedule 14D-1, as amended,
dated October 16, 1996).

First Amendment to Agreement and Plan oi Merger, dated as of
November 5, 1996, by and among Parent, Purchaser and the Company
(incorporated by reference to Exhibit (c)(”) to Parent and
Purchaser's Tender Offer Statement on Schedule 14D-1, as amended,
dated October 16, 1996).

Second Amendment to Agreement and Plan of Merger, dated as of
December 18, 1996, by and among Parent, Purchaser and the
Company.

Form of Amended and Restated Voting Trust Agreement.

Deleted.

Text of ST2 Decision No. 5 of STB Finance Docket No. 33220, dated
January 8, 1997.

Deleted.

Text of opinion of Judge Donald vanArtsdalen of the United States
District Court for the Eastern District of Pennsylvania as
delivered from the bench on January 9, 1997.

Third Amendment to Agreement and Plan of Merger, dated as of
March 7, 1997, by and among Parent, Purchaser and the Company.
Form of Amended and Restated Voting Trust Agreement.

Letter Agreement between CSX and NSC, dated April 8, 1997.
Fourth Amendment to Agreement and Plan of Merger, dated as of
April 8, 1997, by and among CSX, Purchaser and the Company.
Letter from the Honorable Vernon A. Williams, dated May 8, 1997.
Not applicable.

Not applicable.

Not applicable.




Previcusly filed.




CSX and Norfolk Southern Close Tender Offer for Conrail
Shares

CONTACTS:

Thomas E. Hoppin
CSX Corporation
804~782~-1450

Robert Fort
Norfolk Southern Corporation
757~629-2710

RICHMOND and NORFOLK, Va., May 27, 1997 - CSX Corporation (NYSE: CSX) and
Norfolk Southern Corporation (NYSE: NSC) today anno.nced that their jointly
owned acquisition company, Green Acquisition Corp., uas accepted for
payment more than 94 percent of Conrail Inc.'s outstanding shares not
already owned by CSX and Norfolk Southern. Based on a preliminary count,
approximately 57,407,389 Conrail shares had been tendered (including
8,937,900 shares by notice of guaranteed deiivery) into the joint tender
offer that expired at 5:00 p.m. EDT on Friday, May 23. Payment for shares
will be made promptly.

These shares, together with the Conrail shares already owned by CSX
and Norfolk Southern, represent approximately 96% of the outstanding
Conrail shares. In connection with the tender offer and subseguent merger,
Norfolk Southern will have contributed 58 percent, and CSX 42 percent,
toward the aggregate purchase price for all shares. All Conrail shares
acquired will be placed in a joint voting trust pending Surface
Transportation Board approval of the proposed transaction. Zonrail shares
not purchased in the tender offer will be converted into the right to
receive S115 per share in cash in a merger that will occur as soon as
practicable following the payment for the shares received in the tender
cffer,

"With the successful completion of this tender offer, we move
another step closer to delivering the benefits of this transaction to all
parties,” said John W. Snow, CSX's chairman, president and chief executive
officer. "At CSX, our management team is focused on continuing to inprove
our existing railroad operations, while preparing for the smooth and
efficient integration into CSX of the Conrail assets we will operate.”

David R. Goode, Norfolk Southern‘s chairman, president and chief
exec:..ve officer, said, "With the financial part of this transaction

nearly completed, we will now present to the Surface Transportation 3oard
our plan for improving the rail system in the East. Norfolk Southern
eagerly looks forward to the day when we can put that plan into action and
begin delivering its many benefits to customers, communities and the
nation's economy."”

CSX and Norfolk Southern expect to file their joint application
with the STB in mid-June. Management of both companies are confident the
application will win support from customers and the public.

CSX Corporation, headquartered in Richmond, Va., is an
international transportation company offering a variety of rail,
container-shipping, intermodal, trucking, barge and contract logistics
management services. CSX's home page can be reached at http://www.CSX.com.

Norfolk Southern is a Virginia-based holding company with
headquarters in Norfolk, Va. It owns 2 major freight railroad, Norfolk
Southern Railway Company, which operates more than 14,300 miles ¢f road in
20 states, primarily in the Southeast and Midwest, and the Province of
Ontario, Canada. The cozporation alsc owns North Amer :an Van Lines, Inc.,
and Pocahontas Land Corporation, a natural resources cempany.

Norfolk Southern's home page can be reached at http://www.nscorp.com.

Norfolk Southern Corporation
http://wwai.nscorp.comn/
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

SCHEDULE 14D-1

Tender Offer Statement Pursuant to Section 14(d)(1)
of the Securities Exchange Act of 1934

Conrail Inc.

(Name of Subject Compu_:y)
Norfolk Southern Corporation
Atlantic Acqui(ggggn Corporation

. per
(Including the associated Common Stock Purchase Rights
('l'ltleofChsofgencmities) )

208368 10 0
(CUSIP Number of Class of Securities)

Series A ESOP Convertible Junior

Not Available
(CUSIP Number of Class of Securities)

James C. Bishop, Jr.
Executive Vice President-Law
Norfolk Southern Corporation

Three Commercial
Virginia 23510-2191

Norfolk,
Ot A T e e Anfiosiv
to Wmumhﬁmmnehmomm)

with a copy to:
Sksddal,Arps,ShtEeI,’Mughu Flom LLP
m
919 Third Avenue
New York, New York 10022
Telephone: (2122) 735-3000
C.iculation of Filing Fee
Transaction Valuation* Amount of Filing Fee**
$11,165,630,500 $2233,127
For purposes fa.k:uhnnf' the filing fee . This calculation assumes all outstanding
CgrmmonStoc:.paxvalue 1m§§m(w“0mmm").mmAesopc@vm1mm
Stock, without par value (the “ESOP Preferred Shares”), of Conrail Inc. (the “Company”) at $100 net per shars in
cash. Am%to infor-nation included in the Solicitation/Recommendation Statement on Schedule 14D-9, dated
October 16, 1 ﬁled?tbe with the Securities and Exchange Commission, on October 10, 1996, 80,178,281
Common Shares and 9,571,086 P‘refened hares were outstanding and 5,951,461 Common Shares were reserved
for issuance t to the Long-Term Incentive Plans. Also according to such Schedule 14D-9, pursuant
toaStockWAgreemem. as of October 14, 1996, by and between the Company and CSX i

(“CSX"™), the Company has granted CSX the option to purchase in certain circumstances up to 15,955,477
Shares.

=+ The amou-t of the filing fee, caiculated in accordance with Rule 0-11(d) of the Securities Exchange Act of 1934, as

=

equals Ysth of one percent of the aggregate value of cash offered by Atlantic Acquisition Corporation for
such number of Shares.

Check box if an of the fee is offset as provided by Rule 0-11(a)(2) and identify the filing with which the ;
fee was previo! dlmd. Identify the previous filing by registration statement nu:fger, mﬂ&gfm“mm%
date of 1ts filing.

Amount Previously Paid: Not applicable Filing Pacty:  Not applicable
Form or Registration No.: Not applicable Date Filed: Not applicable




CUSIP NO. 208368 10 0

. NAMES OF REPORTING PERSONS
S.S. OR LR.S. IDENTIFICATION NO. OF ABOVE PERSON

NORFOLK SOUTHERN CORPORATION (E.LN.: 52-1188014)

CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP @I |

SEC USE ONLY

SOURCE OF FUNDS

BK, WC

. CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT
TO ITEMS 2(e) or 2(f) W

CITIZENSHIP OR PLACE OF ORGANIZATION
Virginia

AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

0

CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (7) EXCLUDES CERTAIN
SHARES a3

. PERCENT OF CLASS REPRESEN1TED BY AMOUNT IN ROW (7)
0.0%

. TYPE OF REPORTING PERSON
HC and CO




CUSIP NO. 208368 10 0

NAMES OF REPORTING PERSONS
$.S. OR LR.S. IDENTIFICATION NO. OF ABOVE PERSON

ATLANTIC ACQUISITION CORPORATION (E.LN.: Applied For)

CHECK THE AFFROPR'ATE BOX IF A MEMBER OF A GROUP @Il 1]
) (X]

SEC USE ONLY

SOURCE OF FUNDS
AF

CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT
TO ITEMS 2(e) or 2(f) i}

CITIZENSHIP OR PLACE OF ORGANIZATION
Pennsylvania

AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

100 Common Shares

CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (7) EXCLUDES CERTAIN
SHARES [ ]

PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (7)
0.0%

. TYPE OF REPORTING PERSON
CO




Item 1. Security and Subject Compeny.

(a) The name of the subject company is Conrail Inc., a Pennsylvania corporation (the “Company”).
The address of the Company’s principal executive offices is 2001 Market Street, Two Commerce Square,
Philadelphia, Pennsyivania 19101-1417.

(b) This Tender Offer Statement on Schedule 14D-1 relates to the offer by Atlantic Acquisition
Corporation (“Purchaser”), a Pennsylvania corporation and a wholly owned subsidiary of Norfolk
Southern Corporation, a Virginia corporation (“Parent”), to purchase all outstanding shares of (i)
Cosmmon Stock, par value $1.00 per share (the “Common Shares™), and (ii) Series A ESOP Convertible
Junijor Preferred Stock, without par value (the “ESOP Preferred Shares” and, together with the Common
Shares, the “Shares”), of the Company, including, in each case, the associated Common Stock Purchase
Rights, upon the terms and subject to the conditions set forth in the Offer to Purchase, dated October 24,
lmmmmmm“Tww(MWﬁmmymmummmu
thacto,comtimtethe“Oﬁer”)atapmchuepriceofﬂwpaswe,netmthewnduingshareholda
in cash. According to information included in the Solicitation/Recommendatiou Statement on Schedule
14D-9, dated October 16, 1996, filed by the Company with the Securities and Exchange Commission, on
October 10, 1996, 80,178,281 Common Shares and 9,571,086 ESOP Preferred Shares were ontstanding
msxl.ﬁlmmmmmmmtwmmﬁm-lm
InwmivePhns.AkomrdingtosudecbednleuD&,pmmwaStockOpﬁonAgreemeut,dated
asoanobex14,1996,bymdbetweentheCompanyandCSXCorpomﬁon(“@X”),theCompanyhas
granted CSX the option to purchase in certain circumstances up to 15,955,477 Common Shares. The
inﬁm'mﬁonntfonhlmder“lnu'oduaion"intbeOtfutoPurchaseannexedheretoasExhibit(s)(l)is
incorporated herein by reference.

(c) The information set forth under “Price Range of Shares; Dividends” in the Offer to Purchase is
; § hereln by e E
Item 2. Identity and Background.

(a)~(d); (g) This Statement is being filed by Purchaser and Parent. The information set forth under
“Introduction” and “Certain Information Concerning Purchaser and Parent” in the Offer to Purchase and
Schedule I thereto is incorporated herein by reference.

(e)-(f) During the last five years, neither Purchaser, Parent nor any persons controlling Purchaser,
nor, to the best knowledge of Purchaser or Parent, any of the persons listed on Schedule I to the Offer
to Purchase (i) has been convicted in a criminal proceeding (excluding traffic violations or similar
mhdmum)m(ﬁ)mamywadvﬂpmeeﬁngdajudidﬂmadmmimﬁwbodyofmpemx
jurisdiction as a result of which any such person was or is subject to a judgment, decree or final order
enjoin.ingﬁmn»viohﬁonsof.orprohibitingwﬁviﬁessubjeato.iedenlormte:ecuriﬁeshwsorﬁnding
any violation of such laws.

Item 3. Past Contacts, Transactions or Negutiations with the Subject Company.

(a)-(b) The information set forth under “Introduction,” “Background of the Offer; Contacts with the
Company,” “Purpose of the Offer and the Merger; Plans for the Company; Certain Considerations,”
“OemhhtmmaﬁmConmhgmeCompmy”nd“CuumMormaﬁonConmthmmmd
Parent” in the Offer to Purchase is incorporated herein by reference.

Item 4. Source and Amount of Funds or Other Consideration.

(a)-(b) The information set forth under “Introduction” and “Source and Amourt of Funds” in the
Offer to Purchase is incorporated herein by reference.

(c) Not applicable.
Item S. Purpose of the Tender Offer and Plans or Proposals of the Bidder.

(a)-(e) The information set forth under “Introduction,” “Backgr und of the Offer; Contacts with the
Company” and “Purpose of the Offer and the Merger; Plans for thr, Company; Certain Considerations”
in the Offer to Purchase is incorporated herein by reference.

1




(f)-(g) The information set forth under “Introduction” and “Effect of the Offer on the Markei icr
the Common Shares; Exchange Listing and Exchange Act Registration; Margin Regulatioas” in the Offer
to Purchase is incorporated herein vy reference.

Item 6. Interest in Securities of the Subjecs Company.

(a)<(b) The information set forth under “Introduction,” and “Certain Information Concerning
Purchaser and Parent” in the Of'er to Purchase is incorporated herein by reference.

Item’). Comtracts, Arrangements, Understandings or Relationships with Respect io the Subject Company’s

The information set forth und er “Introduction,” “Purpose of the Offer and the Merger; Plans for the
Company; Certain Considerations ” and “Certain Legal Matters; Regulatory Approvals; Certain Litiga-
tion” in the Offer to Purchase is ‘ncorporated herein by reference.

Item 8. Persons Retai.'ed, Employed or to be Compensated

The information set 1orth under “Tocs and Expenses” in the Offer to Purchase is incorporated herein
by reference.

Item 9. Financial Statements of Certain Bidders.

The information set forth under “Certain Information Concerning Purchaser and Parent” in the
Offer to Purchase is incorporated herein by reference.

Item 10. Additional Informatios.

(a) Not applicable.
(b)-(c) The information set forth under “Introduction” and “Certain Legal Matters; Regulatory
Approvals; Certain Litigation” in the Offer to Purchase is incorporated herein by reference.

(d) The information set forth under “Effect of the Offer on the Market for the Common Shares;
WMMWMWWW"h&O&wW&
incorporated herein by reference.

(e)mmﬁmmmwwwmm'wmwm
Litigation” in the Offer to Purchase is incorporated herein by reference.

(f) The information set forth in the Offer to Purchase and the Letter of Transmital, copies of which
are attached hereto as Exhibits (a)(1) and (2)(2), respectively, is incorporated herein by reference.




Item 11. Material to be Filed as Exhibiss.

(@ @)
2
3
@
&)

©)
™
@®
©)
(10)

® @

@)

Offer to Purchase, dated October 24, 1996.

Letter of Transmittal.

Notice of Guaranteed Delivery.

Letter to Brokers, Dealers, Comnuercial 3anks, Trust Companies and Other Nominees.

Letter to Clients for use by Brokers, Dealers, Commercial Banks, Trust Companies and
Other Nominees.

Guidelines for Certification of Taxpayer Identification Number on Sulsstitute Form W-9.
Text of Press Release issued by Norfolk Southern Corporation on October 23, 1996.
Summary Advertisement d=ted October 24, 1996.

Text of Press Release issued by Norfolk Southern Corporation on October 24, 1996.
Text of a presentation made to the financial community beginning Cictober 24, 1996.

Commitment Letter dated October 22, 1996 from Morgan Guaranty Trust Company of
New York, J.P. Morgan Securities Inc., Merrill Lynch Capital Corporation and Merrill
Lynch & Co. to Norfolk Southern Corporation.

Form of Voting Trust Agreement.
Not applicable.
Not applicable.

Not applicable.

Complaint filed by Norfolk Southern Corporation, Atlantic Acquisition Corporation and
Kathryn B. McQuade against Conrail Inc., CSX Corporation ez. al (dated October 23,
1976, United States District Court for the Eastern District of Pennsylvania).




SIGNATURE

After due inquiry and to the best of its knowledge and belief, the undersigned certifies that the
information set forth in this statement is true, complete and correct.

Dated: October 24, 1996

NORFOLK SOUTHERN CORPORATION

By: /&/ JAMES C. BISHOP, JR.

Name: James C. Bishop, Jr.
Title: Executive Vice President — Law

ATLANTIC ACQUISITION CORPORATION

By: /s/ JAMES C. BISHOP, JR.

Name: James C. Bishop, Jr.
Title:  Vice President and General Counsel




Offer to Purchase, dated October 24, 1996.
Letter of Transmittal.
Notice of Guaranteed Delivery.

Letter to Brokers, Dealers, Commercial Banks, Trus: Companies and
Other Nominees.

Letter to Clients for use by Brokers, Dealers, Commercial Banks, Trust
Companies and Other Nominees.

Guidelines for Certification of Taxpayer Identification Number on
Substitute Form W-9.

Text of Press Release issued by Norfolk Southern Corporation on
October 23, 1996.

Summary Advertisement dated October 24, 1996.

Text of Press Release issued by Norfolk Southern Corporation on
October 24, 1996.

Tmofapraentaﬁonmadetotheﬁnmdalmmmitybeﬁmiu
October 24, 1996.

m:mmumzummwewmnm
CompmdeewYork,J.RMmSeauiﬁshc.,MmﬂlLynd:Capml
CoxpontionandMexrilllM&Co.toNorblkSonthemCmaﬁon.
Form of Voting Trust Agreement.

Not applicable.

Not applicable.

Not applicable.

Complaint filed by Norfolk Southern Corporation, Atlantic Acquisition

Corporation and Kathryn B. McQuade against Conrail Inc., CSX

Corporation ez. al. (dated October 23, 1996, United States District Court
for the Eastern District of Pennsylvania).
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Offer to Purchase for Cash
All Outstanding Shares
of

Common Stock and Series A ESOP Convertible Junior Preferred Stock
(wuhmmmmc@msmrmm)

of

Conrail Inc.

at
$100 Net Per Share
by
Atlantic Acquisition Corporation,
a wholly owned subsidiary of

Norfolk Southern Corporation

TEEOF!ERANDWH!DRAWALRIGHTSWHLEXHREAT]MWDNIGH’LNEWYORKQ!Y
IM,ONTHURSDAY,NOVMERZI,MUNLBSMOPFERISEXIENDED.

ARE NOT SUBJECT TO, OR ARE EXEMPT
FROM, THE HART-SCOTT-RODINO ANTITRUST IMPROVEMENTS ACT OF 1976, AS AMENDED (THE
“BSRAMOLNIBEABSENCEOFTHEIECEIPTOFSUCHNORMALSMWLANY
APPLICABLE WAITING PERIOD UNDER THE HSR ACT HAVING EXPIRED OR BEEN TERMINATED
PRIOR TO THE EXPIRATION OF THE OFFER, (3) PARENT AND PURCHASER HAVING OB7AINED,
(continusd)
The Dealer Managers for the Offer are:

J.P. Morgan & Co. Merrill Lynch & Co.

October 24, 1996




PRIOR TO THE EXPIRATION OF THE OFFER, ON TERMS REASONABLY ACCEPTABLE TO PARENT,
SUFFICIENT FINANCING TO ENABLE CONSUMMATION OF THE OFFER AND THE PROPOSED
MERGER, (4) THERE BEING VALIDLY TENDERED AND NOT PROPERLY WITHDRAWN PRIOR TO
THE EXPIRATION OF THE OFFER A NUMBER OF CCHMON SHARES AND ESOP PREFERRED
SHARES WHICH TOGETHER CONSTITUTE AT LEAST A MAJORITY OF THE SHARES OUTSTAND-
ING ON A FULLY DILUTED BASIS, (5) PURCHASER BEING SATISFIED, IN ITS SOLE DISCRETION,
THAT SUBCHAPTER F OF CHAPTER 25 OF THE PENNSYLVANIA BUSINESS CORPORATION LAW
HAS BEEN COMPLIED WITH OR IS INVALID OR OTHERWISE INAPPLICABLE TO THE CFFER AND
THE PROPOSED MFRGER, (6) THE COMMON STOCK PURCHASE RIGHTS HAVING BEEN RE-
DEEMED BY THE BOARD OF DIRECTORS OF CONRAIL INC. OR PURCHASER BEING SATISFIED, IN
ITS SOLE DISCRETION, THAT SUCH COMMON STOCK PURCHASE RIGHTS ARE INVALID OR
OTHERWISE INAPPLICABLE TO THE OFFER AND THE PROPOSED MERGER, AND (7) PURCHASER
BEING SATISFIED, IN ITS SOLE DISCRETION, THAT THE PREVIOUSLY ANNOUNCED AGREEMENT
AND PLAN OF MERGER BETWEEN THE COMPANY AND CSX CORPORATION HAS BEEN TERMI-
NATED IN ACCORDANCE WITH ITS TERMS OR OTHERWISE. SEE SECTION 14.

IMPORTANT

Purchaser is currently reviewing its options with respect to the Offer and may consider, among other things,
changes to the material terms of the Offer. In addition, Parent and Purchaser intend to continue to seek to negotiate with
the Company with respect to the acquisition of the Company by Parent or Purchaser. Purchaser reserves the right to
amend the Offer (including amending the number of shares to be purchased, the purchase price and the proposed
merger consideration) upon entering into a merger agreement with the Company or 1o negotict> @ merger agreement
with the Company not involving a tender offer pursuant to which Purchaser would terminate the Offer and the
Common Shares (as defined herein) and ESOP Preferred Shares (as defined herein, and together with the Common
Shares, the “Shares”) would, upon consummation of such merger, be converted into cash, common stock of Parent
and/or other securities ir. such amounts as are negotiated by Parent and the Company.

Any shareholder desiring to tcnder all or any portion of such shareholder’s Shares should either (i) complete and
sign the Lenter of Transmital (or a facsimile thereof) in accordance with the instructions in the Leter of Transmittal,
have such shareholder’s signature thereon guaranteed if required by Instruction 1 to the Letter of Transminal, mail or
deliver the Letter of Transmittal (or such facsimile thereof) and any other required documents to the Depositary and
either deliver the certificates for such Shares and, if separate, the certificates representing the associated Rights (as
dqﬁnedhadn)wduDeposﬂarydougmmewaofTrmnind(orafaainﬁkmemﬂ or deliver such Shares
(and Rights, if applicable) pursuant to the procedure for book-entry transfer set forth in Section 3 prior to the expiration
of the Offer or (ii) request such shareholder’s broker, dealer, commercial bank, trust company or other nominee 10
effect the tansaction for such shareholder. A shareholder having Shares (and, if applicable, Rights) registered in the
name of a broker, dealer, commercial bank, trust company or other nominee must contact such broker, dealer,
commercial bank, trust company or other nominee if such shareholder desires to tender such Shares (and, if applicable,
Rights). Unless and until Purchaser declares that the Rights Condition (as defined herein) is satisfied, shareholders will
berequiredwmderoneRigh:foreadtSharezmderedinorderweﬁwavah'dta:derofmchSharc. The tender of
Righss is also required for the valid tender of ESOP Preferred Shares.

Participants in the Company’s Matched Savings Plan (the “ESOP”) desiring that Fidelity Management Trust
Company, us trustee under the ESOP (the “ESOP Trustee”), tender the ESOP Preferred Shares allocated to their
accounts, which will be converted into Common Shares upon consummation of the Offer, should so instruct the ESOP
TnmabycomplaingthefonnMwillbeprovidcdtoparu’dpamforthatpumos& ESOP participants cannot tender
shares allocated to their ESOP accouris by executing the Letter of Transmittal

Any shareholder who desires to tende: Shares (and, if applicable, Rights) and whose certificates for such Shares
(and, if applicable, Rights) are not immed:ately available, or who cannot comply with the procedures for book-entry
lmmferdescribcdinthisOﬁ'ertoPurchaseonau‘melybasB, may tender such Shares (and, if applicable, Rights) by
following the procedures for guaranteed delivery set forth in Section 3.

Questions and requests for assistance may be directed 1o the Information Agent or the Dealer Managers at their
respective addresses and telephone numbers set forth on the back cover of this Offer to Purchase. Additional copies of
this Offer to Purchase, the Letter of Transmittal or other tender offer materials may be obtained from the Information
Agent.
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TO THE LOLDERS OF COMMON STOCK AND
SERIES A ESOP CONVERTIBLE JUNIOR PREFERRED STOCK OF CONRAIL INC.:

INTRODUCTION

Atlantic Acquisition Corporation (“Purchaser™), a Pennsylvania corporation and a wholly owned
subsidiary of Norfolk Soutk *~n Corporation, a Virginia corporation (“Parent”), hereby offers to purchase
ali outstanding shares of (1) common stock, par value $1.00 per share (the “Common Shares”), and (ii)
Series A ESOP Convertible Junior Preferred Stock, without par value (the “ESOP Preferred Shares” and,
together with tae Common Shares, the “Shares”), of Conrail Inc., a Pennsylvania corporation (the
“Company”), mciuding, in each c.se, the associated Common Stock Purchase Rights (the “Rights™)
issued pursuant to tiie Rights Agresment, dated as of July 19, 1989, as amended, between the Company
and First Chicago Tr st Company o/ New York, as Rights Agent (the “Rights Agreement”), at a price of
$10C per Share, net to the seller ir cash, without interest thereon /che “Offer Price”), upon the terms and
subject to the condition. set forth i this Offer to Purchase and ia the related Letter of Transmittal (which,
as amended from time to time, toj,ether constitute the “Ofier”). Unless the context otherwise requires,
allreferencstoCommonShares,ESOPPreﬁerredSharesorSharesshallindudetheassodatedkights,
and all references to the Rights <nall include the benefits that may enure to holders of the Kights pursuant
to the Rights Agreement, inziuding the right to receive any payment due upon redemptiou: of the Rights.

Promptly upon the purchase by Parent, Purchaser or their affiliates of Common Shares and ESOP
PreferredSharswhichcomtimteatlemamjorityoftheoutstandingShareson:fnﬂydﬂutedbasis.
suchommonShamandBSOPPreferredSl’meswﬂlbedepoﬁtedinanindependentvoﬁngtmst(the
“Voting'l'rust")inwamdmeewiththetemuofapmposedVoﬁnngstAgreementwbeenteredinw
with the trustee thereof (the “Voting Trust Agreement”) pending approval by the Surface Transportation
Board(the“STB”)ofthewqtﬁsiﬂonofeoncolbyParmtoftheCompany.'l'heOﬁerisnoteanditioned
uponsuchS‘UsapprovaLSeeSeaion14.ThePropocede(sdeﬁnedbelow)wnldakonotbe
wndiﬁmdmsuchSIBapprmdlmmediamlypﬁmwwnsmmaﬁmot&chpmdePumt
wouldplaoeanofmemofcomonnod:omedxmr(whichmybemmeaockoftheswviving
corpontionr.poncmsmmnaﬁonofthe?topaendrger)inwtheVoﬁnngtmmferkcondiﬁoned
uponthzreeeiptby?umhaser,priotmmeexpinﬁonoftheOﬁu.ofminformﬂwxiﬂznopinioninfoxm
mdmbnmrwmaﬁyuﬁduwyw?mchuaﬁommesmﬁofmem,wimmehnpodﬁonof
mymndiﬁmmpubkww,mnthemofmeVoﬁnngninmwhhmeOﬁa
mmhwwkmtﬁmmmmofmmmmmwmmma
control of a regulated carrier.

deaing:hnehohmwmnmbeobﬁgatedwpaybmkmgeteummmkﬁommmptum
fonhinhmaaiméofmelmofﬁmmmmmmthepmchmofmw
Wmtwﬁe%a.?m&wwﬂmyﬂch&mudwoﬂxmmlm
mdemmmm,Fm&Snﬁ&hWMquMamm(hMapdty,me
“Dealer Managers”), The Bank of New York, as Depositary (the “De visitary”), and Georgeson &
Company Inc., s Informatior. Agent (the “Information Agent”), incurred in connection with the Offer.
See Section 1€.

Participants in the Company ', :‘atched Savings Plan (the “ESOP”) desiring that Fidelity Managemen:
Trust Company, as ‘rustec under the ESOP (the “E5OP Trustee”), tender the ESOP Preferred Shares
allocated to their accounts, whickwﬂlbeconvaudimaCommnShcuuponcammmm‘onofﬁeOﬁa;
:houldsobmruatheESOPTnmabycmplaﬁgﬁefomeiﬂbepmidedwpaﬁdpmform
pumosaESOPpaﬁdpmmmmderdmmaﬂocmdeESOPmmbyMgdwlmr
of Transmittal

ThepmposeoftheOffaistoacquirecontrolof,andtbeenﬁreeqxﬁtyintuutin.theCompuy
Parentisseekingtonegoﬁatewiththecompanyadeﬁniﬁvemergeragreemtpmanttowhichthc
Compuywoﬂiusmnuprwﬁablefolbwingmmﬁononheom,mnmawamgam
ﬁnﬁhrbnﬁnmwmbinaﬁmwith?mchwmun&udkeaaindimmbﬁdhryof?mt(&e
“PropaedMerga”).hmePropaedMerm.eachCommShneMESOPPrefmedShnem
outstanding(otherthanSharesheldbytheCompanyoranymbsidiaryoftheCompanyandShamowned




by Parent, Purchaser or any direct or indirect subsidiary of Parent would be zonverted into the right to
receive an amount in cash equal to the price per Common Share and ESOP Preferred Share paid pursuant
to the Offer. If Purchaser acquires 80% or more of the outstanding Shares in the Offer, Purchaser intends
to effect the Proposed Merger as a “short-form” merger under the Pennsylvania Business Corporation
Law (the “PBCL”), without a vote of the Company’s shareholders or the Board of Directors of the
Company (the “Zompany Board”). See Section 11 and Section 12.

For a number of years, certain members of senior management of Parent, including David R. Goode,
Chairman and Chief Executive Officer of Parent, have spoken numerous times with senior management
of the Company, including the Company’s former Chairman and Chief Executive Officer, James A.
Hagen, and the Company’s current Chairman, President and Chief Executive Officer. David W. LeVan,
concerning a possible business combination between Parent and the Company. Ultimately, the Company’s
management encouraged such discussions prior to Mr. Hagen’s retirement as Chief Executive Officer of
the Company and discontinued such discussions in September 1994, when the Company announced that
Mr. LeVan would succeed Mr. Hagen.

On two recent occasions, in late September and again on October 4, 1996, Mr. Goode contacted Mr.
LeVan to reiterate Parent’s strong interest ir acquiring the Company and request 2 meeting at which he
could present a concrete proposal. In each case, Mr. Goode emphasized that he wished to communicate
Parent’s proposal so that the Company Board would be aware of it during their next meeting. Also in each
case, Mr. LeVan stated that it was unnecessary for Mr. Goode to do so.

On October 15, 1996, the Company and CSX Corporation, a Virginia corporation (“CSX"),
announcsd that they had entered into a definitive merger agreement ‘the “CSX Merger Agreement”)
pumnnttowhichcontroloftheCompanywouldbeswiﬁlysoldtoCSXpmsuamtotheGXOﬁer (as
defined below) and then the Proposed CSX Merger (as defined below) would be consurumated following
required regulatory approvals. The CSX Offer and the Proposed CSX Merger are sometimes referred to
collectively as the “Proposed CSX Transaction”. Integral to the Proposed CSX Transaction are covenants

substantially increasing Mr. LeVan’s compensation and severance benefits and guaranteeing that he will
succeed John Snow, the Chairman and Chief Executive Officer of CSX, as the combined company’s
Chairman and Chief Executive Officer.

On October 16, 1996, CSX commenced the CSX Offer. Also on that daie, Mr. Goode met in
Washington, D.C. with Mr. Snow at Mr. Snow's invitation to discuss the Proposed CSX Transaction and
cerminregulatoryisusitraised.W.Snowadviseer.GoodcdmingthatmeedngthntheCompany’s
counse] and investment bankers had ensured that the Proposed CSX Tranmsaction is “bulletproof”
implyingthatthesaleofcontroloftheszpanyto(SXisnawafaizaccompblMLSnowaddedthatthe
Pernsylvania statute, referring to the PECL, is “great”, adding that the Company's directors have almost
no fdu .ary duties. Mr. Snow’s commeats were intended to discourage Parent from making 2 competing
offer for contro) of the Company and to suggest that Parent had no choice but to negotiate with CSX for
mwsuchpomMSOfmeCmpmysmﬂsynemaswmdbenwywaddrmmereguhmry
concerns that would be raised by consiwnmation of the Proposed CSX Transaction. After Mr. Snow told
Mr. Goode what CSX was willing to offer to Parent in this regard, the meeting concluded.

On October 22, Parent’s Board of Directors (the “Parent Board™) met to review its strategic options
in light of announcement of the Proposed CSX Transaction. Because the Parent Board believes that a
combination of Parent and the Company wouid offer compelling berefits to both companies, their
shareholders, and their other constituencies, it determined that Parent should make a competing offer for
the Company.

On October 23, 1996, Parent submitted to the Company Board a written proposal for the acquisition
oftheCompanybmechawpmsuanttotheOﬁerand’.throposedMergerandmoumditsintention
to commence the Offer. In its proposal, Parent indicated that it was prepared to consider locating the
corporate offices of the combined company in Philadelphia following consummation of the Proposed
Merger and was prepared to consider substituting a continued equity interest in the combined company
for a substantial portion of the consideration offered in the Offer.
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Also on October 23, 1996, Parent, Purchaser and a shareholder of the Company commenced
litigation against the Company, the members of the Company Board and CSX (the “Pennsylvania
Litigation”) in the United District Court for the Eastern District of Pennsyivania seeking relief relating
to various matters, including the Company Board’s approval of the CSX Merger Agreement and actions
taken by the Company Board in furtherance of the Proposed CSX Transaction. See Section 15.

According to the Offer to Purchase included as Exhibit (2)(1) to the Schedule 14D-1 filed by CSX
with the Securities and Exchange Commission (the “SEC”) on October 16, 1996 (the “CSX Schedule
14D-17), the Company entered into the CSX Merger Agreement with CSX, pursuant to which (i) CSX
has commenced the CSX Offer to purchase for cash an aggregate of 17,860,124 Shares at a price of $92.50
per Share (the “CSX Offer”) and (ii) foliowing the completion of the CSX Offer and the satisfaction or
waiver of certain conditions, the Company would be merged with and into a subsidiary of CSX and would
become a subsidiary of CSX (the “Proposed CSX Merger”). Pursuant to the Proposed CSX Merger, each
outstanding Share would be converted, at the election of the holder of Shares and subject to certain
‘imitations, into the right to receive (i) $92.50 in cash, without interest, (ii) 1.85619 shares of common
stock, par value $1.00 per share, of CSX (the “CSX Common Stock”™) or (iii) a combination of such cash
and shares of CSX Common Stock.

In connection with the execution of the CSX Merger Agreement, the Company and CSX entered into
an option agreement (the “CSX Lockup Option Agresment”) pursuant to which the Company granted
to CSX an option (the “CSX Lockup Option”), exercisable in certain events, to purchase 15,955,477
Common Shares at an exercise price of $92.50 per Common Share, subject to adjustment as set forth
therein.

The obligations of CSX and the Cc mpany to effect the Proposed CSX Merger are subject to various
conditions, including the approval of the shareholders of i'ie Company of the Proposed CSX Merger (the
“Company Shareholder Approval”), the approval of the shareholders of CSX with respect to, among
other things, the issuance of shares of CSX Common Stock in the Propcsed CSX Merger (the “CSX
Shareholder Approval”), and the STB havinz issued a final decision approving, exempting or otherwise
authorizing consummation of the Proposed CSX Merger and all other material transactions contemplated
by the CSX Merger Agreement as may require such authorizations and which, among other things, does
not impose on CSX, the Company or any of their respective subsidiaries, terms or conditions that
materially and adversely affect the long-term benefits expected to be received by CSX from the
transactions contemplated by the CSX Merger Agreement. See Section 11.

In the CSX Merger Agreement, the Company has agreed to a provision (the “No Negotiation
Provision”) providing that, subject to certain exceptions, neither the Company nor any of its subsidiaries,
officers, directors, employees or representatives will, directly or indirectly through another person, (i)
solicit, initiate or encourage (including by way of furnishing information), or take any other action
designed to facilitate, directly or indirectly, any inquiries or the making of any Takeover Proposal (as
defined in Section 11), or (ii) participate in any discussions or negotiations regarding any Takeover
Proposal.

Except as permitted by the CSX Merger Agreement, the Company has agreed that neither the
Company Board nor any committee thereof will (i) withdraw or modify (or propose publicly to do so),
inamanneradversetotheothcrpany,itsapprovalorreoommendationoftheCSXOﬁeroritsadopﬁon
and approval of the matters to be considered at the shareholders meetings of the Company, (ii) approve
or recommend (or propose publicly to do so), any Takeover Proposal, or (iii) cause the Company to enter
into any agreement (an “Acquisition Agreement”) related to a Takeover Proposal. In addition, the CSX
Merger Agreement provides that under certain circumstances in which the CSX Merger Agreement is
terminated, the Company will have an obligation to pay a cash fee of $300 million to CSX (the “CSX
Termination Fee”). In the event that the CSX Terminator Fee is paid and the CSX Lockup Option
Agreement is exercised by CSX, the aggregate additional cost to an acquiror of the Company by reason
of the CSX Lockup Option Agreement and the CSX Termination Fee will amount to approximately $420
million (assuming an acquisition of the Company at $100 per Share). In the Pennsylvania Litigation,
Parent and Purchaser are contesting the validity of both the CSX Lockup Option Agreement and the CSX
Termination Fee. See Section 11 and Section 15.




The foregoing description of the CSX Merger Agreement and the CSX Lockup Option Agreement
is qualified in its entirety by reference to the full text of the CSX Merger Agreement and the CSX Lockup
Option Agreement, copies of which have beep included by the Company as exhibits to the Schedule
14D-9, dated as of October 16, 1996, filed by the Company with respect to the CSX Offer (the “Schedule
14D-9”) and may be obtained in the manner described in Section 8 (except that copies may not be
available at regional offices of the SEC).

Under Subchapter E of Chapter 25 of the PBCL (the “Pennsylvania Control Transaction Law™),
unless a corporation’s articles of incorporation or by-laws adopted by the shareholders otherwise provide,
after the occurrence of a “control transaction”, any holder of voting shares of a “registered corporation”
(such as the Company) may make written demand on the “controlling pezson” for payment of cash in an
amount equal to the “fair value” of each voting share as of the date on which the control transaction
cecurs. A “control transaction” is the acquisition by a person or group of the status of a “controlling
person”—that is, a person or group of persons acting in concert who have voting power over voting shares
of the registered corporation that would entitle the holders thereof to cast at least 20% of the votes that
all shareholders would be entitled to cast in an election of directors. See Section 15.

The Company’s Articles of Incorporation (the “Company Articles”) currently do not contain a
provision by which the Company “opts out” of the Pennsylvania Control Transaction Law. The Company
has filed preliminary proxy materials with the SEC for a special meeiing of the Company’s shareholders
(tke ~Pennsylvania Special Meeting”) which it has publicly stated it expects to be held on November 14,
1996 for the purpose of voting on an amendment to the Company Articles (the “Articles Amendment”)
to opt out of the Pennsylvania Control Transaction Law. Under the Company Articles and the PBCL, the
Articles Amendment must be approved by a majority of the votes cast by the holders of outstanding
Shares, voting as a single class. The Company’s shareholders need not approve the Articles Amendment
wfaciﬁtatetheOﬁerbecnuse,unlikeCSX,PmchaserisprepaxedtopayashwacquireallShares.

As indicated in Parent’s proposal, Parent intends to continue to seek to negotiate with the Company
with respect to the acquisition of the Company by Parent or Purchaser, whether pursuant to the Offer and

the Proposed Merger, or otherwise. If such negotiations result in a definitive merger agreement between
the Company and Parent or Purchaser, the consideration to be received by holders of Shares could include
or consist of consideration other than cash. Accordingly, such negotiations could result in, among other
things,amendmcntorterminaﬁonofmeOﬁermdsubmissiouofadiﬁetentaeqxﬁsiﬁonpropoultothe
Company’s shareholders for their approval. See Section 12 and Seciion 14.

InoanneclionwiththeOfferanddmingitspendlzncy,orintheeventtheOffetisterminatedornot
consmnnaed.oraﬁertheexpiraﬁonoftheOﬁerandpendingthecons\mmaﬁonofthePropowd
Merger, in accordance with applicable law and subjeatothetermsofanymergerageementthnt it may
enter into 'sith the Company, Parent (alone or through affiliates) may explore any and all options which
maybea\ailabletoit.Inthisregard,ParmtimendstosolicitproxiesagainsttheadopﬁonoftheArtides
Amendme 1t at the Pennsylvania Special Meeting and has filed preliminary proxy materials with the SEC
concemingsuchsolicitaﬁon.Parentmayalsodetermine,whetherornottheOtferisthenpending.to
conduct a proxy contest in connection with the Company’s 1997 annual meeting of shareholders seeking
toremovethemrrentmembersoftheCompanyBoardandelectanewsiateofdh'eaosdesignatedby
Pamn.SeeSection15.AﬁerexpiraﬁononerminaﬁmottheOﬁe:,Puentmayseekwaoquireaddiﬁonal
Shares. through onen market purchases, privately negotiated transactions, a tendcr ffer or exchange
oﬁerorothe:wise,uponmchtermsandatsuchpricesasitmaydetamine,whichmaybemoreorles
t.hant'nepricewbepaidperSharepunuantwmeOﬁerandwuldbefmashorotherconsideraﬁom
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Certain Conditions to the Offer

Consummation of the Offer is subject to the fulfillment of a number of conditions, including the

following:




The Voting Trust Approval Condition. Consummation of the Offer is conditioned upon the receipt
bmechserofmiMormlwﬁtwnopﬁﬁonhfomandmbsunummblqume
fromﬂnesuﬁoftheSTB,wnhonttheimposiﬁonofmyeondiﬁomccephbletol’urchaser,thtthe
meofdleVoﬁngWineonnecﬁonwiththeOﬂermdtheProposedMergetiseonsistemwiththe
policies of the STB against unsuthorized acquisitions of control of a regulated carrier (the “Voting Trust
Approval Condition”).

The Voting Trust Agreement wili provide that the Voting Trustee will have sole power to vote Shares
it Lolds, and will contain certain other terms and conditions designed to ensure that neither Purchaser nor
Parent would control the Company during the pendency of any necessary STB proceedings. Parent and
Purchaser will promptly request the staff of the STB to issue such an opinion and believe that they will
obtain such an opinion. Parent understands that in the past the STB staff generally has acted on such
requests w.thin two to four weeks, although there can be no assurance that the STB staff will act this
quickly in this instance. See Section 15.

HSR Cradition. CoummﬁonoftheOﬂ‘eriseondiﬂoneduponthew%iptoflniﬁm
statement from the Premerger Notification Office of the Federal Trade Commissi, n (the “FTC”) that the
transactions contempluted by the Offer and the Proposed Merger are
Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended
dwummquwwmmm HSR Act having expired
or been terminated prior to the expiration of the Offer (the “HSR Condition”).

Parent and Purchaser believe that the Offer and the Proposed Merger are not subject to, or are
exempt from, the HSR Act. Parent and Purchaser will request the Premerger Notification Office of the
FTC to confirm this understanding.

Financing Condition. ComﬁondtheOB«kmdiﬂonedupoanum
mmwmwo{&emmmmwwmm
mmmmuwmmmmmum(mwwy

SecSeoﬁonlOforadecaipﬁonofthecommiunentsofMerrﬂlLynchCapitalCorporaﬁonand
Morgan Guaranty Trust Company of New York (“Morgan”),aslendem(inmchopadty.the“l.endm”).
toprovideParentwithanaggregateofubﬂ’imofloansincomecﬁonwiththeOfferandthePropmd
Merger. Puentinwndswobuinthebdanc:ofmzapproximawlysusbﬂﬁminhmdsmuyw

According to the CSX Merger Agreement, as of the close of business on October 10, 1996, (i)
80,178,281 Common Shares were issued and outstanding, (ii) 5,951,461 Common Shares were reserved for
issuance pursuant to the Company’s stock-based incentive plans (“Incentive Shares”), (iii) 9,571,086
Common Shares were reserved for issuance upon conversion of the ESOP Preferred Shares, and (iv)
9,571,086 ESOP Preferred Shares were issued and outstanding, which shares are convertible into
Common Shares on a one-for-one basis. Also according to the CSX Merger ¥
Common Shares have been reserved for issuance pursuant to the CSX Lc. -up Option Agreement. Upon
the transfer of auy ESOP Preferred Shares to Purchaser at the time of acceptance for payinent of the
ESOP Preferred Shares tendered pursuant to the Offer, such ESOP Preferred Shares will be automati-
cally converted into “ommon Shares.

Based on the foregoing and disregarding for such purposes the 15,955,477 Common Shares
purporiedly issuable pursuant to the CSX Lockup Option Agreement, Purchaser believes there are
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presently 95,700,828 Shares outstanding on a fully diluted basis. Accordingly, Purchaser believes that the
Minimum Condition would be satisfied if at least an aggregate of 47,850,415 Common Shares and ESOP
Preferred Shares are validly tendered pursuant to the Offer if no Common Shares are then issued or
validly issuable under the CSX Lockup Option Agreement, or if at least an aggregate of 55,828,153
Common Shares and ESOP Preferred Shares are validly tendered pursuant to the Offer if all 15,955,477
Common Shares issuable under the CSX Lockup Option Agreement have then been issued or are then
validly issuable. For purposes of the Offer, “fully diluted basis” assumes (i) no dilution due to Rights, (ii)
the issuance of all of the Incentive Shares, (iii) the conversion of the ESOP Preferred Shares into
Common Shares, (iv) that no Shares were issued or acquired by the Company after October 10, 1996
(other than Common Shares issued pursuant to clauses (ii) and (iii) above) and no options, warrants,
rights or other securities convertible into or exercisable or exchangeable for Shares were issued or granted
after October 10, 1996 other than the CSX Lockup Option Agreement, and (v) as of the date of purchase
the Company ha. no other obligations to issue Shares or other securities convertible into or exercisable
for Shares.

The Subchaprer F Condition. Consummation of the Offer is conditioned upon Purchaser being
satisfied, in its sole discretion, that Sub “eoter F of Chapter 25 of the PBCL has been complied with or
is invalid or otherwise inapplicable tv ._e Offer and the Proposed Merger (the “Subchapter F
Condition”).

The Proposed Merger, including the timing and details thereof, is subject to, among other things, the
provisions of the PBCL, including Subchapter F of Chapter 25 thereof (“Subchapter F”). In general,
Subchapter F purports to prohibit a Pennsylvania corporation from engaging in a “Business Combina-
tion” (defined to include a variety of transactions including mergers) with an “Interested Shareholder”
(defined generally as a person owning shares entitled to cast at least 20% of the voting power of a
corporation) for a period of five years following the date such person became an Interested Shareholder,
unless, among other exceptions described in Section 15, (i) before such person became an Interested
Shareholder, the board of directors of the corporation approved either the Business Combination or the
transaction in which the Interested Shareholder became an Interested Shareholder, or (ii) the Business
Combination is approved by a majority of the corporation’s votng shares, other than shares held by the
Interested Shareholder, no earlier than three months after the Interested Sharehoider became, and
provided that at the time of such vote the Interested Shareholder is, the beneficial owner of shares entitled
to cast at least 80% of votes of the corporation, and the Business Combination satisfies certain fair price
criteria.

The Subchapter F Condition would be satisfied if, prior to the purchase of Shares pursuant to the
Offer, (i) the Comnany Board approves either the Proposed Mereer or the purchase of Shares pursuant
to the Offer, or (ii) Purchaser, in its sole discretion, were satisfied tnat Subchapter F was invalid or
otherwise inapplicable to the Proposed Merger for any reason, including, without limitation, those
specified in Subchapter F. See Section 15.

Purchaser believes that, under applicable law and under the circumstances of the Offer including the
Company Board’s approval of the CSX Merger Agreement, the Company Board is obligated by its
ﬁdudaryresponsibiliﬁestoapprovetheOﬂerandtheProposedM'.rgerforpmposesofSubcthm'Fand
that its failure to do so would be a violation of law. Purchaser is hereby requesting that the Company
BoardadoptarecolutionapprovingtheOﬂerandtheProposedMergwforpmposesofSubchaptexFas
promptly as it may do so without violating its obligations under the (38X Merger Agreement. In the
Pennsyivania Litigation, Purchaser is seeking, among other things, an order requiring the Company Board
to approve the Offer and the Proposed Merger and thereby render Subchapter F inapplicable. See
Section 15.

The Righes Condition. Consummation of the Offer is conditioned upon the Rights having been
Mwmampym“wmmhmmmmmmm
invalid or otherwise inapplicable to the Offer and the Proposed Merger (the “Rights Condition™).

The following is based upon the Form 8-K, dated July 31, 1989, filed by Consolidated Rail
Corporation (“CRC”), which is the Company’s current operating subsidiary and which prior to the
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Company’s adoption of a holding company structure on February 17, 1993 operated on a stand alone basis
(the “July 1989 Form 8-K”), the Company’s Form 8-B, dated as of September 25, 1995, and other
amendments to the Rights Agreement filed with the SEC.

On July 19, 1989, the Board of Directors of CRC declared a dividend distribution of one Right for
each share of common stock of CRC and executed the Rights Agreement. Upon adoption by the
Company of a holding company structure on February 17, 1993, CRC assigned all of CRC's title and
witerest under the Rights Agreement to the Company. On October 2, 1995, one Right was distributed with
respect to each outstanding ESOP Preferred Share. Under the Rights Agreement, each Right entitles the
holder to purchase one Common Share at an exercise price of $205.00, subject to adjustment.

Under the Righis Agreement, until the close of business on the Distribution Date (which is defined
as the earlier of (i) 10 days following a public announcement that 1 person or group of affiliated or
associated persons (the “Acquiring Person”) ha: acquired, or obtained the right to acquire, beneficial
ownership of 10% or more of the outstanding Shares and (ii) 10 business days (or such later date as the
Company Board shall determine) following the commencement of a tender offer or exchange offer which
would result in a person or group beneficially owning 10% or more of the outstanding Shares), the Rights
will be evidenced by the certificates evidencing Shares (the “Share Certificates”) and will be transferred
with and only with Share Certificates. As soon as practicable after the Distribution Date, certificates
evidencing the Rights (the “Rights Certificates”) will be mailed to holders of record of the Shares as of
the close of business on the Distribution Date, and thereafter the separate Rights Certificates alone will
evidence the Rights.

'I'heRightsarenotuadsableuntiltthimibutionDate.TheRightswi!lexpireatthcdoseof
business on September 20, 2005 unless earlier redeemed by the Company as described below.

At any time prior to the Distribution Date, the Company may redeem the Rights in whole, but not
in part, at a price of $.005 per Right (the “Redemption Price”). Immediately upon the action of the
CompanyBoardordaingredempﬁonoftheRights,theRightswilltaminate,andtheonlyrighttowhkh
the holders of Rights will be entitled will be the right to receive the Redemption Price.

Pursuant to the CSX Merger Agieement, the Company has amended the Rights Agreement to
rmwmemuwmzmwuubkmmmxouu,mcsxwmmmmem
mm'actiomomtemphtedbytheCSXMmaAgrementandtheCSXLockupOpﬁonAgeementmd
to ensure, among other things, that CSX is not deemed to be an Acquiring Person and that a Distribution
Dawdoumtoeanbyramofmchagmuammmampmyhsakoapeedhm
CSXMaguAgeementthnitmymtﬁmhuamendtheRigmAgremtmmhuwinnkeacﬁon
thereunder without the prior consent of CSX in its sole discretion.

Based on publicly available information, Purchaser belicves that, as of the date of this Offer to
Pmdiae.memgmmenmmrdnbb,mghsmzathmbenbuedmdmeRiglmm
evidenced by the Share Certificates. Purchaser believes that, as a result of Purchaser’s public announce-
ment of the Offer, the Distribution Date will be no later than November 7, 1996 unless prior to such date
theCompanyBoardredeemstheRighuoramendstheRighuApeementtodehytheDkuibuﬁonDne.

Pmchsabeﬁwathanundeuppﬁubkhwmdmdamedrmmmofmcom,indudingme
Company Board’s approval of the CSX Merger Agreement and the transactions contemplated thereby,
theCompanyBoa:disobligatedbyitsﬁduciaryretponn’bilitiesnottoredeemthekightsorrenderthe
RightsAgreementinappliablctomyoﬁerbyCSXwithout,atthcsameﬁme,takingthesamet_::tionas
to Parent, the Offer and the Proposed Merger, and that the Company Board’s failure to do so would be
aviolau'onoflaw.MthePemsylvmhliﬁgaﬁm,Pmchuerkwehng,amongotherthinp,wmjointhe
CompanyBoaxdﬁ'omtakinganysuchwﬁonmwinvaﬁdatethepmvidonoftheRighuAgmtthn
wasaddedinScptember1995:ndwhichlimitsthepoweroftheCompanyBoardtoredecmtheRights
without the approval of a majority of the members of the Company Board who were members as of
September 1995 or their nominated successors. See Section 15.

CSX Termination Condition. ComﬁonofﬁeOﬂakmePmmhg
satisfied, in its sole discretion, that the CSX Merger Agreement has been terminated in accordance with
its terms or otherwise (the “CSX Termination Condition”).
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Purchaser does not intend to consummate the Offer if at the time of such consummation the
Company is obligated to consummate the Proposed CSX Merger. If the Company’s shareholders vote to
approve the Proposed CSX Merger and the CSX Merger Agreement remains in effect, Purchaser will
determine what action to take, which might include withdrawal of the Offer. In the event that the CSX
Merger Agreement has not been terminated and the Company is believed by Purchaser to be taking steps
to seek shareholder approval of the CSX Merger Agreement, Parent and Purchaser intend to solicit
proxies in opposition to the Proposed CSX Merger.

Certain other conditions to consummation of the Offer are described in Section 14. Purchaser
expressly reserves the right in its sole discretion to waive any one or more of the conditions to the Offer.
See Section 14.

This Offer to Purchase and the Letter of Transmittal coniain important informstion which shouid be
read carefully befer. any dedision is made with respect to the Offer

1. Termws of the Offer; Expiration Date. Upon the terms and subject to the conditions of the Offer
(including, if the Offer is extended or amended, the terms and conditions of any extension or
amendment), Purchaser will accept for payment and pay for 2!l Shares which are validly tendered prior
to the Expiration Date (as hereinafter defined) and not propwsly withdrawn in accordance with Section
4, The term “Expiration Date” means 12:00 Midnight, New York City time, on Thursday, November 21,
1996, unless and until Purchaser, in its sole discretion, shall have extended the period of time during which
the Offer is open, in which event the term “Expiration Date” shall refer to the latest time and date at
which the Offer, as so extended by Purchaser, shall expire.

The Offer is conditioned upon, among other things, satisfaction of the Voting Trust Approval
Condition, the HSR Condition, the Financing Condition, the Minimum Condition, the Subchapter F
Condition, the Rights Condition and the CSX Termination Condition. If any or all of such conditions are
not satisfied or if any o all of the other events set forth in Section 14 shall have occurred prior to the

Expiration Date, Purchaser reserves the right (but shall not be obligated) to (i) decline to purchase any
of the Shares tendered in the Offer and terminate the Offer, and return all tendered Shares to the
tendering shareholders, (ii) waive or reduce the Minimum Condition or waive or amend any or all other
conditions to the Offer to the extent permitted by applicable law, and, subject to complying with
applicable rules and regulations of the SEC, purchase all Shares validly tendered, or (iii) extend the Oifer
and, subject to the right of shareholders to withdraw Shai s until the Expiration Date, retain the Shares
which have been tendered during the period or periods fur whicl e Offer is extended.

Purchaser expressly reserves the right, in its sole discretion, at any time and from time to time, to
extend for any reason the period of time during which the Offer is open, including the occurrence of any
of the events specified in Section 14, by giving oral or written notice of such extension to the Depositary.
During any such extension, all Shares previously tendered anc' not properly withdrawn will remain subject
to the Offer, subject to the rights of a tendering shareholder to vsithdraw its Shares in accordance with the
procedures set forth in Section 4.

Subject to the applicable regulations of the SEC, Purchaser also expressly reserves the right, in its
sole discretion, at any time and from time to time, (i) to delay acceptance for payment of, or, regardless
of whether such Shares were theretofore accepted for payment, payment for, any Shares peuding receipt
of any regulatory approval specified in Section 15 (other than approval by the STB of the acquisition of
control of the Company by Parent) or in order to comply in whole or ir part with any ccher applicable
law, (i) to terminate the Offer and not accept for payment any Shares if any of the conditions referred
to in Section 14 has not been satisfied or upon the occurrence of any of the events specified in Section 14
and (iii) to waive any condition or otherwise amend the Offer in any respect by giving oral or written
notice of such delay, termination, waiver or amendment to the Depositary and by making a public
aunouncement thereof.

Purchaser acknowledges that (i) Rule 14e-1(c) under the Exchange Act requires Purchaser to pay the
consideration offered or return the Shares tendered promptly after the termination or withdrawal of the
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Offer, and (ii) Purchaser may not delay acceptance for payment of, or payment for (except as provided
in clause (i) of the first sentence of the preceding paragraph), any Shares upon the occurrence of any of
the conditions specified in Section 15 without extending the period of time during which the Offer is open.

Any such extension, delay, termination, waiver or amendment will be followed as promptly as
practicable by public announcement thereof, with such announcement in the case of an extension to be
made no later than 9:00 a.m., New York City time, on the next business day after the previously scheduled
Expiration Date. Subject to applicable law (including Rules 14d-4(c), 14d-6(d) and 14e-1 under the
Exchange Act, which require that material changes be promptly disseminate ] to shareholders in 2 manner
reasonably designed to inform them of such changes) and without limiting the manner in waich Purchaser
may choose to make any public announcement, Purchaser shall have no obligation to publish, advertise
or otherwise communicate any such public announcement other than by issuing a press release 1o the Dow
Jones News Service.

If Purchaser makes a material change in the terms of the Offer or the information concerning the
Offer, or if it waives a material coudition of the Offer, Purchaser will disseminate additional tender offer
materiais and extend the Offer o the extent required by Rules 14d-4(c), 14d-6(d) and 14e-1 under the
Exchange Act. The minimum period during which the Offer must remain open following material changes
in the terms of the Offer or information concerning the Ctier, other than a change in price or a change
in percentage of securities sought, will depend upon the facts and circumnstances, including the relative
materiality of the changed terms or information. In the SEC'’s view, an offer generally should remain open
for a minimum of five business days from the date a material change is first published, sent or given to
shareholders.WithrespectMachangeinpriceorachangeinpaeemageofseaniﬁeuouglmaminhnm
ten business day period is required to allow for adequate dissemination to shareholders and investor
response. As used in this Offer to Purchase, “business day” has the meaning set forth in Rule 14d-1 under
the Exchange Act. Accordingly, if, prior to the Expiration Date, Purchaser decreases the number of
Shares being sought, or increases or decreases the consideration offered pursuant to the Offer, and if the
Oﬁerissdaeduledwapireatmyﬁmewﬁathanttheﬁodendingonthewnthbnﬁnesdayﬁomthe
date that nutice of such increase or decrease is first published, sent or giver to holders of Shares, the Offer
will be extended at least until the expiration of such 10 business day period.

As of the date of this Offer to Purchase, the Rights are evidenced by the Share Certificates and do
not trade separately. Accordingly, by tendering a Share Certificate, a shareholder is automatically
tenderingasimilarnnmberofasodawdmghult.howver.pmuamtomeRightsAgreementortorany
otherreason,theRightsdeud:mdwpmwkighu%ﬁﬁamuews'mhddmwmbetequired
to tender one Right for each Share tendered in order to effect a valid tender of such Share.

Arqummwmmymmmofmmﬁmmmmmm
position listing for the purpose of disseminating the Offer to shareholders. Upon compliance by the
Company with such request, this Offer to Purchase and the Letter of Transmittal will be mailed to record
boiders of Shares and Rights and will be furnished to brokers, dealers, commercial banks, trust companies
and similar persons whose names, or the names of whose nominees, appear on the shareholder list, and
listoiboldmofkights.ifapp!iuble.wboareliswduparﬁdpmuinaduringagency’ueanityposition
listing for subsequent transmittal to beneficial owners of Shares or Rights. A request is also being made
to the ESOP Trustee to transmit this Offer to Purchase and any required election materials to participants
in the ESOP who are beneficial owners of any Shares owned of record by the ESOP Trustee.

2. Acceptance for Payment and Payment for Shares. Upon the terms and subject to the conditions
of the Uffer (including, if the Offer is extended or amended, the terms and conditions of any such
extension or amendment), Purchaser will purchase, by accepting for payment, and will pay for, all Shares
which are validly tendered prior to the Expiration Date (and not properly withdrawn in accordance with
Section 4) promptly after the later to occur of (i) the Expiration Date and (ii) the satisfaction or waiver
of the conditions set forth in Section 14. Purchaser expressly reserves the right, ia its discretion, to delay
acceptance for payment of, or, subject to applicable rules of the SEC, payment for, Shares in order to
comply in whole or in part with any applicable law.
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In all cases, payment for Shares purchased pursuant to the Offer will be made only afier timely
receipt by the Depositary of (i) the Share Certificates and Rights Certificates, if the Rights are at such time
separately traded, or timely confirmation of a book-entry transfer (a “Book-Entry Confirmation”) of such
Shares (and Rights, if applicable), if such procedure is available, into the Depositary’s account at The
Depository Trust Company or the Philadelphia Depository Trust Company (each a “Book-Entry Transfer
Facility” and, collectively, the “Book-Entry Transfer Facilities”) pursuant to the procedures set forth in
Section 3, (ii) the Letter of Transmittal (or facsimile therecf), properly completed and duly exccuted, or,
in the case of 2 book-entry transfer, an Agent’s Message (as defined below) and (iii) any other documents
required by the Letter of Transmittal.

The term “Agent’s Message” means a message, transmitted by a Book-Entry Transfer Facility to, and
received by, the Depositary and forming a part of a Book-Entrv Confirmation, which states that such
Book-Entry Transfer Facility has received an express acknowledgment from the participant in such
Book-Entry Transfer Facility tendering the Shares (and Rights, if applicable) that such participant has
received and agrees to be bound by the terms of the Letter of Transmittal and that Purchaser may enforce
such agreement against the participant.

For purposes of the Offer, Purchaser will be deemed to have accepted for payment, and thereby
purchased, Shares (including the associated Rights) validly tendered and not properly withdrawn if, as
and when Purchaser gives oral or written notice to the Depositary of Purchaser’s acceptance of such
Shares for payment. Payment for Shares (including the associated Rights) accept 4 pursuant to the Offer
will be made by deposit of the purchase price therefor with the Depositary, which will act as agent for
tendering shareholders for the purpose of receiving payments from Purchaser and transmitting payments
to such tendering shareholders. Under no circumstances will interest on the purchase price tor Shares be
paid by Purchaser, regardiess of any delay in making such payment. Upon the deposit of funds with the
Depositary for the purpose of making payments to tendering sharehoiders, Purchaser’s obligation to make
such payment shall be satisfied and tendering shareholders must thereafter look solely to the Depositary
for payment of amouxts owed to them by reason of the acceptance for payment of Shares pursuant to the
Offer. Purchaser will pay any stock transfer taxes incident to the transfer to it of validly tendered Shares,
except as otherwise provided in Instruction 6 of the Letter of Transmittal, as well as any charges and
expenses of the Depositary and the Information Agent.

If any tendered Shares are not accepted for payment for any reason pursuant to the terms and
conditions of the Offer or if Share Certificates are submitted evidencing more Shares than are tendered,
Share Certificates evidencing unpurchased Shares will be returned, without expense to the tendering
shareholder (or, in the case of Shares tendered by book-entry transfer into the Depositary’s account at 2
Book-Entry Transfer Facility pursuant to the procedure set forth in Section 3, such Shares will be credited
to an account maintained at such Book-Entry Transfer Facility), as promptly as practicable following the
expiratior. or termination of the Offer.

If, prior to the Expiration Date, Purchaser increases the consideration to be paid per Share pursuant
to the Offer, Purchaser will pay such increased consideration for all such Shares purchased pursuant to the
Offer, whether or not such Shares were tendered prior to such increase in consideration.

Purchaser reserves the right to transfer or assign, in whole at any time, or in part from time to time,
to Parent or one or more direct or indirect wholly owned subsidiaries of Parent, the right to purchase all
or any portion of the Shares tendered pursuant to the Offer, provided that any such transfer or assignment
will not relieve Purchaser of its obligations under the Offer and will in no way prejudice the rights of
tendering shareholders to receive payment for Shares validly tendered and accepted for payment
pursuant to the Offer.

3. Procedures for Tendering Shares.

Valid Tender of Shares. In order for Shares to be validly tendered pursuant to the Offer, the Letter
of Transmittal (or facsimile thereof), properly completed and duly executed, with any required signature
guarantees, or an Agent’s Message (in the case of any book-entry transfer) and any other required
documents, must be received by the Depositary at one of its addresses set forth on the back cover of this
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Offer to Purchase prior to the Expiration Date ard either (i) the Sha:c Cerilicates evidencing tendered
Shares must be received by the Depositary at one of such addresses or Shares must be tendered pursuant
to the procedure for book-entry transfer described below and 2 Book-Entry Confirmation must be
received by the Depositary, in each case prior to the Expiration Date, or (ii) the tendering shareholder
must comply with the guaranteed delivery procedures described below.

The method of “elivery of Share Certificates and all other required documents, including delivery
through any Book-Eutry Transfer Faciiity, is at the sole option and risk of the tendering shareholder, and
the delivery will be deemed made only when actually received by the Depositary. If delivery is by mail,
registerd mail with return receipt requested, properly insured, is recommended. In all cases, sufficient
time should be allowed to ensure timely delivery.

Book-Entry Transfer. The Depositary will establish an account with respect to the Shares at each
Book-Entry Transfer Facility for purposes of the Offer within two business days after the date of this
Offer to Purchase, and any financial institution that is a participant in either of the Book-Entry Transfer
Facilities’ systems may make book-entry delivery of Shares by causing a Book-Entry Transfer Facility to
transfer such Shares into the Depositary’s account at a Book-Entry Transfer Facility in accordance with
such Book-Entry Transfer Facility’s procedures for transfer. However, although delivery of Shares may be
effected through book-entry transfer at a Book-Entry Transfer Facility, the ‘otter of Transmittal (or
facsimile thereof), property completed and duly executed, with any required signature guarantees, or an
Agent’s Message in connection with a book-entry delivery of Shares, and any other required documents
must, in any case, be transmitted to and received by the Depositary at one of its addresses set forth on
the back cover of this Offer to Purchase prior to the Expiration Date or the tendering shareholder must
comply with the guaranteed delivery procedures described below. Delivery of documents to a Book-Entry
Transfer Facility in accordance with such Book-Entry Transfer Facility’s procedures does not constitute
delivery to the Depositary.

Signature Guarantee. Signatures on all Letters of Transmittal must be guaranteed by a firm which
is a bank, broker, dealer, credit union, savings association or other entity that is a member in good
standing of the Securities Transfer Agents Medallion Program (each, an “Eligible Institution”), unless the
Shares tendered thereby are tendered (i) by a registered holder of Shares who has not completed either
the box entitled “Special Delivery Instructions” or the box entitled “Special Payment Instructions” on the
Letter of Transmittal or (ii) for the account of an Eligible Institution. See Instruction 1 of the Letter of
Transmittal.

If a Share « ertificate is registered in the name of a person other than the signer of the Letter of
Transmittal, or if payment is to be made, or a Share Certificate not accepted for payment or not tendered
is to be returned. to a person other than the registered holder(s), then the Share Certificate must be
endorsed or accompanied by appropriate stock powers, in eithe: case signed exactly as the name(s) of the
registered holder(s) appear on the Share Certificate, with the signature(s) on such Share Certificate or
stock powers guaranteed as described above. See Instructions 1 and 5 of the Letter of Transmittal.

Guaranteed Delivery. 1If a shareholder desires to tender Shares pursuant to the Offer and such
shareholders Share Certificates are not immediately available or time will not permit all required

documents to reach the Depositary prior to the Expiration Date or the procedure for book-entry transfer
cannot be completea on a timely basis, such Shares may nevertheless be tendered if all the following

conditions are satisfied:

(i) the tender is made by or through an Eligible Institution;

(ii) a properly completed and duly executed Notice of Guaranteed Delivery, substantially in the
form provided by Purchaser herewith, is received by the Depositary as provided below prior to the
Expiration Date; and

(iii) in the case of a guarantee of Shares, the Share Certificates for all tendered Shares, in proper

form for trensfer, or a Book-Entry Confirmation, together with a properly completed and duly
executed Letter of Transmittal (or manually signed facsimile thereof) with any required signature

11




guarantee (or, in the case of a book-entry transfer, an Agent’s Message) and any other documents
required by such Letter of Transmittal, are received by the Depositary within three New York Stock
Exchange, Inc. (“NYSE”) trading days after the date of execution of the Notice of Guaranteed
Delivery.

Any Notice of Guaranteed Delivery may be delivered by hand or transmitted by telegram, facsimile
transmission or mail to the Depositary and must include a guarantee by an Eligible Institution in the form
set forth in the Notice of Guaranteed Delivery.

Notwithstanding any other provision hereof, paymen: for Shares purchased pursuant to the Offer
will, in all cases, be made only after timely receipt by the Depositary of (i) the Share Certificates
evidencing such Shares, or a2 Book-Entry Confirmation of the delivery of such Shares, if available, (i1) a
properly completed and duly executed Letter of Transmittal (or manually signed facsimile thereof) (or in
the case of a book-entry transfer, an Agent’s Message) and (iii) any other documents required by the
Letter of Transmittal.

Distribution of Rights. Holders of Shares will be required to tender one Right for each Share
tendered to effect a valid tender of such Share. Unless and until the Distribution Date (as defined in
Section 12 below) occurs, the Righits are represented by and transferred with the Shares. Accordingly, if
the Distribution Date does not occur prior to the Expiration Date of the Offer, a tender of Shares will
constitute a tender of the associated Rights. If a Distribution Date has occurred, certificates representing
a number of Rights equal to the number of Shares being tendered must be delivered to the Depositary
in order for such Shares to be validly tendered. If a Distribution Date has occurred, a tender of Shares
without Rights constitutes an agreement by the tendering shareholder to deliver certificates representing
a number of Rights equal to the number of Shares tendered pursuant to the Offer to the Depositary
within three NYSE trading day: after the date such certificates are distributed. Purchaser reserves the
right to require that it receive such certificates prior to accepting Shares for payment. Payment for Shares
tendered and purchased pursuant to the Offer will be made only after timely receipt by the Depositary
of, among other things, such certificates, if such certificates have been distributed to holders of Shares.
Purchaser will not pay any additional consideration for the Rights tendered pursuant to the Offer.

Determination of Validity. All questions .s to the validity, form, eligibility (including time of receipt)
and acceptance for payment of any tendered Shares pursuant to any of the procedures described above
will be determined by Purchaser ir its sole discretion, whose determination will be final and binding on
all parties. Purchas.'t reserves the absolute right to reject any or all tenders of any Shares determined by
it not to be in proper form or if the acceptance for payment of, or payment for, such Shares may, in the
opinion of Purchastts counsel, be unlawful. Purchaser also reserves the absolute right, in its sole
discretion, to waive :ny of the conditions of the Offer or any defect or irregularity in any tender with
respect to Shares of a. 'y particular shareholder, whether or not similar defects or irregularities are waive!
in the case of other shureholders. No tender of Shares will be deemed to have been validly made until al'
defects and irregularities have been cured or waived.

Purchaser’s interpretation of the terms and conditions of the Offer (includirg the Letter of
Transmittal and the instructions thereto) will be final and binding. None of Parent, Purchaser, the Dealer
Managers, the Depositary, the Information Agent or any other person will be under any duty to give
notification of any defects or irregularities in tenders or will incur any liability for failure to give any such
notification.

Appointment as Proxy. By executing a Letter of Transmittal as set forth above, a tendering
shareholder irrevocably appoints “<%inees of Purchaser as such shareholder’s proxies, each with full
power of substitution, to the full exten: of such shareholder’s rights with respect to the Shares (including
the associated Rights) tendered by such shareholder and accepted for payment by Purchaser (and any and
all noncash dividends, distributions, rights, other Shares, or other securities issued or issuable in respect
of such Shares on or after the date of this Offer to Purchase). All such proxies shall be considered coupled
with an interest in the tendered Shares or Rights. This appointment will be effective if, when, and only
to the extent that, Purchaser accepts such Shares for payment pursuant to the Offer. Upon such
acceptance for payment, all prior proxies given by such shareholder with respect to such Shares and other
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securities will, without further action, be revoked, and no subsequent proxies may be given. The designees
of Purchaser will, with respect to the Shares and other securities for which the appointment is effective,
be empowered (subject to the terms of Voting Trust Agreement for so long as it shall be in effect with
respect to the Shares or Rights) to exercise all voting and other rights of such sharcholder as they in their
sole discretion may deem proper at any annual, special, adjourned or postponed meeting of the
Company’s shareholders, by written consent or otherwise, and Purchaser reserves the right to require that,
in order for Shares or other securities to be deemed validly tendered, immediately upon Purchaser’s
acceptance for payment of such Shares, Purchaser (including tarough the Voting Trust) must be able to
exercise full voting, rights with respect to such Shares.

To prevent backup ¥‘ederal income tax withholding with respect to payment to certain shareholders

of the purchase price for Shares purchased pursuant to the Offer, each such shareholder must provide the

with such shareholders correct Taxpayer Identification Number and certify that such

shareholder is not subject to backup Federal income tax withholding by completing the substitute Form

W-9 in the Letter of Transmittal. If backup withholding applies with respect to a shareholder, the

Depositary is required to withhold 31% of any payments made to such shareholder. See Instruction 9 of
the Letter of Transmittal.

ESOP Preferred Shares. According to documents filed by the Company with the SEC, all
outstanding ESOP Preferred Shares are owned of record by the ESOP Trustee and, accordingly, only the
ESOP Trustee can effect a valid tender of such shares. The ESOP Trustee is required to request
instructions from each participant in the ESOP as to whether ESOP Preferred Shares allocated to such
participant’s account should be tendered pursuant to the Offer, and to tender such shares in accordance
with such instructions. Pursuant to the organizational documents of the ESOP, the ESOP Trustee may not
tender allocated ESOP Prefuired Shares as to which no instructions are received. Unallocated shares are
required to be tendered or not tendered in the same proportion as allocated shares for which instructions
from participants are received.

Purchaser’s acceptance for payment of Shares tendered pursuant to the Offer will constitute a binding

agreement between the tendering shareholder and Purchaser upon the terms and subject to the conditions
of the Offer.

4. Withdrawal Rights. Teraers of Shares made pursuanut to the Offer are irrevocable except that
such Shares may be withdrawr. at any time prior to the Expiration Date and, unless theretofore accepted
for payment by Purchaser pu.suant to the Offer, may also be withdrawn at any time after D eccmber 22,
1996.

If Purchaser extends the Offer, is delayed in its acceptance for payment of Shares or is unable to
accept Shares for payment pursuant to the Offer for any reason, then, without prejudice to Purchaser’s
rights under the Offer, the Depositary may, nevertheless, on behalf ~* Purchaser, retain tendered Shares,
and such Shares may not be withdrawn except to the extent that tendering shareholders are entitled to
withdrawal rights as described in this Section 4. Any such delay will be by an extension of the Offer to
the extent required by law.

For a withdrawal to be effective, a written, telegraphic or facsimile transmission notice of withdrawal
must be timely received by the Depositary at one of its addresses set forth on the back cover of this Offer
to Purchase. Any such notice of withdrawal must speafy the name of the person who tendered the Shares
to be withdrawn, the number of Shares to be withdrawn and the name of the registered hoider, if different
from that of the person who tendered such Shares. If Share Certificates evidencing Shares to be
withdrawn have been delivered or otherwise identified to the Depositary, then, prior to the physical
release of such Share Certificates, the serial numbers shown on such Share Certificates must be submitted
to the Depositary and the signature(s) on the notice of withdrawal must be guaranteed by an Eligible
Institution, unless such Shares have been tendered for the account of an Eligible Institution. If Shares
have been tendered pursuant to the procedure for book-cntry transfer as set forth in Section 3, any notice
of withdrawal must also specify the name and number of the account at the Book-Entry Transfer Facility
to be credited with the withdrawn Shares and otherwise comply with such Book-Entry Transfer Facility's
procedures.
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All questions as to the form and validity (including time of receipt) of notices of withdrawal will be
determined by Purchaser, in its sole discretion, whose determination wil! be final and binding. None of
Parent, Purchaser, the Dealer Managers, the Depositary, the Information Agent or any other person will
be under any duty to give notification of any defects or irregularities in any notice of withdrawal or incur
any liability for failure to give any such notification.

Any Shares properly withdrawn will thereafter be deemed not to have been validly tendered for
purposes of the Offer. However, withdrawn Shares may be retendered at any time prior to the Expiration
Date by following the procedures described in Section 3.

5. Certain Federal Income Tax Consequences. The receipt of cash pursuant to the Offer or the
Proposed Merger will be a taxable transaction for federal income tax purposes under the Internal
Revenue Code of 1986, as amended (the “Code™), and may also be a taxable transaction under applicable
state, local, foreign and other tax laws. Generally, for federal income tax purposes, a tendering
shareholder will recognize gain or loss equal to the difference, if any, between the amount of cash received
by the shareholder pursuant to the Offer or Proposed Merger and the aggregate tax basis in the Shares
tendered by the shareholder and purchased pursuant to the ¢ "t or converted in the Proposed Meiger,
as the case may be. Gain or loss will be computed separate’; i« * each block of Shares (i.e., Shares acquired
at the same time and price) tendered and purchased pursuant to the Offer or converted in the Proposed
Merger, as the case may be.

If Shares are held by a shareholder as capital assets, gain or loss recognized by the shareholder will
be capital gain or loss, which will be long-term capital gain or loss if such shareholder’s holding period for
the Shares exceeds one year. Under present law, long-term capital gains recognized by an individual
shareholder generally will be taxed at 2 maximum federal marginal tax rate of 28%, and long-term capital
gains recognized by a corporate shareholder will be taxed at a maximum federal marginal tax rate of 35%.

THE FOREGOING DISCUSSION IS INCLUDED FOR GENERAL INFORMATION ONLY
AND MAY NOT BE APPLICABLE WITH RESPECT TO SHARES RECEIVED PURSUANT TO
THE EXERCISE OF EMPLOYEE STOCK OPTIONS OR OTHERWISE AS COMPENSATION OR
WITH RESPECT TO HOLDERS OF SHARES WHO ARE SUBJECT TO SPECIAL TAX TREAT-
MENT UNDER THE CODE, SUCH AS NON-U.S. PERSONS, LIFE INSURANCE COMPANIES,
TAX-EXEMPT ORGANIZATIONS AND FINANCIAL INSTITUTIONS, AND MAY NOT APPLY
TO A HOLDER OF SHARES IN LIGHT OF INDIVIDUAL CIRCUMSTANCES. SHAREHOLD-
ERS ARE URGED TO CONSULT TFEIR TAX ADVISORS TO DETERMINE THE PARTICU-
LAR TAX CONSEQUENCES TO THEM (ANCLUDING THE APPLICATION AND EFFECT OF
ANY STATE, LOCAL OR OTHER TAX CONSEQUENCES) OF THE OFFER AND THE

PROPOSED MERGER.

6. Price Range of Shares; Dividends. According to the Companys Annual Report on Form 10-K
for the year ended December 31, 1995 (the “Company Form 10-K”), the Common Shares are listed and
principally traded on the NYSE and are also listed and tradec on the Philadelphia Stock Exchange, and
quoted under the symbol “Conrail”. The following table sets forth, for the quarters indicated, the high and
low sales prices per Common Share on the NYSE and the amount of cash dividends paid per Common
Share, as reported in the Company Form 10-K for periods in 1994 and 1995, and as reported by published
financial sources with respect to periods in 1996:




Year Ended December 31, 1994:
First Quarter
59% 325
58% 375
55V4 375

57% 375
56Ya 375
70Y4 425
74% 65% 425

7% 67% 425
T3V 66Y4 425
74% 63% 475
98Ya 68Y%2 N.A.

On October 22, 1996, the last full wading day prior to the announcement date of the Offer, the
reported closing sales price of the Common Shares on the NYSE Composite Tape was $84% per Common
Share. Shareholders are urged to obtain 2 current market quotation for the Comunon Shares.

According to information publicly filed by the Company, all of the outstanding ESOP Preferred
Shares are held of record by the ESOP Trustee. There is no trading market for the ESOP Preferred
Shares. Since issuance of the ESOP Preferred Shares, the Company has paid quarterly cash dividends on
the ESOP Preferred Shares of $.54125 per share. Each ESOP Preferred Share is convertible under certain
circumstances into one Common Share.

7. Effect of tl ~ Offer on the Market for the Common Shares; Exchange Listing and Exchange Act
Registration; Margin Regulations. The purchase of Common Shares pursuant to the Offer will reduce
the number of Common Shares that might otherwise trade publicly and could reduce the number of
holders of Common Shares, which could adversely affect the liquidity and market vaiue of the remaining
Common Shares held by the public. Folloving consummation of the Offer, a large percentage of the
outstanding Common Shares will be owned by Purchaser.

According to the NYSE's published guidelires, the NYSE would consider delisting the Common
Shares if, among other things, the number of record holders of at least 100 Common Shares should fall
below 1,200, the numbser of publicly held Commen Shares (exclusive of holdings of officers, directors and
their families and other concentrated holdings o' 10% or more (the “NYSE Excluded Holdings”)) should
fall below 600,000 or the aggregate market value of publicly held Common Shares (exclusive of NYSE
Excluded Holdings) should fall below $5,000,000. If, as a result of the purchase of Common Shares
pursuant to the Offer or otherwise, the Commnon Shares no longer meet the requirements of the NYSE
for continued listing and the listing of the Common Shares is discontinued, the market for the Common
Shares could be adversely affected.

If the NYSE were to delist the Common Shares, it is possible that the Common Shares would
continue to trade on another securities exchange or in the over-the-counter market and that price or other
quotations would be reported by such exchange or through the National Association of Securities Dealers
Automated Quotation System (“NASDAQ") or other sources. The extent of the public market therefor
and the availability of such quotations would depend, however, upon such factors as the number of
shareholders and/or the aggregate market value of such securities remaining at such time, the interest in
maintaining a market in the Common Shares on the part of securities firms, the possible termination of
registration under the Exchange Act as described below and other factors. Purchaser cannot predict
whether the reduction in the number of Common Shares that might otherwise trade publicly would have
an adverse or beneficial effect on the market price for or marketability of the Common Shares or whether
it would cause future market prices to be higher or lower than the Offer Price.
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The Common Shares are currently registered under the Exchange Act. Such registration may be
terminated upon application by the Company to the SEC if the Common Shares are not listed on a
national securities exchange and there are fewer than 300 record holders of the Common Shares. The
termination of registration of the Common Shares under the Exchange Act would substantially reduce the
information required to be furnished by the Company to holders of Common Shares and to the SEC and
would make certain provisions of the Exchange Act, such as the short-swing profit recovery provisions of
Section 16(b), the requirement of furnishing a proxy statement in connection with shareholders’ meetings
pursuant to Section 14(a), and the requirements of Rule 13e-3 under the Exchange Act with respect to
“going private” transactions, no longer applicabie to the Common Shares. In addition, “affiliates” of the
Compauy and persons holding “restricted securities” of the Company may be deprived of the ability to
dispose of such securities pursuant to Rule 144 promuigated under the Securities Act of 1933, as amended
(the “Securities Act™).

If registration of the Common Shares under the Exchange Act were terminated, the Common Shares
would no longer be eligible for NASDAQ reporting.

8. Certzin Information Concerning the Company. The information concerning the Company
contained in this Offer to Purchase, including financial information, has been taken from or based upon
the Company Form 10-K and other publicly available documents and records on file with the SEC and
other public sources. Neither Parent, Purchaser nor the Dealer Managers assumes any responsibility for
the accuracy or completeness of the information concerning the Company contained in such documents
and records or for any failure by the Company to disclose events which may have occurred or may affect
the significance or accuracy of any such information but which are unknown to Parent, Purchaser or the

Dealer Managers.

According to information filed by the Company with the SEC, the Company is a Pennsylvania
corporation whose principal executive offices are located at 2001 Market Street, Two Commerce Square,
Philadelphia, Pennsylvania 19101. Through its wholly owned subsidiary, CRC, a Pennsylvania corpora-
tion, the Company provides freight transportation services within the northeast and midwest United
States. The Company interchanges freight with other United States and Canadian railroads for transport
to destinations within and outside the Company’s service region. As of December 31, 1995, CRC
(excluding its subsidiaries) maintained 17,715 miles of track on its 10,701 mile route system. Of total route
miles, 8,860 are owned, 100 are leased or operated under contract and 1,741 are operated under trackage
rights, including approximately 300 miles operated pursuant to an easement over Amtrak’s Northeast
Corridor. Also as of December 31, 1995, the Company had (owned or subject to capital lease) 2,023
locomotives and 51,404 freight cars (including 21,948 subject to operating leases), excluding locomotives
and freight cars held by subsidiaries other than CRC, which have an immaterial number of locomotives
and freight cars. The Company operates no significant line of business other than the freight railroad
business and does not provide common carrier passenger or commuter train service.

According to information filed by the Company, with the SEC, the Company serves a heavily
industrial region that is marked by dense population centers which constitute a substantial market for
consumer durable and non-durable goods, and a market for raw materials used in manufacturing and by
electric utilities.

Financial Information. Set forth below is certain selected consolidated financial information
relating to the Company and its subsidiaries which has been excerpted or derived from the financial
statements contained in the Company Form 10-K, the Company’s Quarterly Report on Form 10-Q for the
fiscal quarter ended June 30, 1996 (the “Company Form 10-Q”) and other documents filed by the
Company with the SEC. More comprehensive financial information is included in the Company Form
10-K, the Company Form 10-Q and such other documents filed by the Company with the SEC. The
financial information that follows is qualified in its entirety by reference to the Company Form 10-K, the
“ompany Form 10-Q and such other documents, including the financial statements and related notes
contained therein. The Company Form 10-K, the Company Form 10-Q and such other documents may
be examined at and copies may be obtained from the offices of the SEC or the NYSE in the manner set

forth below.
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CONRALIL INC.

Selected Consolidated Financial Information
(In millions, except per Common Share a:aounts)

Six Months
Ended June 30,
1996 1995

$1838  $1812
1,715 1518
123 294
57 178

Income Per Common Share Information:
Net earnings per Common Share before the
cumulative effect of changes in accounting

Net per Common Share cumulative effect of
changes in accounting principles(1)
Primary ' -

3.90
3.56

At December 31,
1996 1995 1995 1994 1993

$1223 $1,124 $1206 $1,125  $1,062

6,446 6,660 6,408 6,498 6,313

8341 8,609 8,424 8322 7.948

1,213 1,250 1,170 1,201 1,075

Long-term debt, excluding current portion 1,887 2,068 1911 1,940 1,959
Total shareholders’ equity 2,899 3,007 2,977 2,925 2,784

(1) Effective January 1, 1993, the Company adopted Statement of Financial Accounting Standards
(“SFAS™) No. 106, “Employers’ Accounting for Postretirement Benefits Other than Pensions” and
SFAS 109, “Accounting for Income Taxes.”

On October 15, 1996, the Company issued its earnings release in which it reported the following
results for the three fiscal quarters ended September 30, 1996 as compared to the comparable period for
1995: revenues, $2,771 million versus $2,735 million; income from operations, $358 million versus $502
million; net income, $195 million versus $294 million; net income per Common Share, $2.39 (primary) and
$2.21 (fully diluted) versus $3.61 (primary) and $3.28 (fully diluted).

The Company is subject to the information and reporting requirements of the Exchange Act and is
required to file reports and other information with the SEC relating to its business, financial condition and
other matters. Information, as of particular dates, concerning the Company’s directors and officers, their
remuneration, stock options granted to them, the principal holders of the Company’s securities, any
material interests of such persons in transactions with the Company and other matters is required to be
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disclosed in proxy statements distributed 10 the Company’s shareholders and filed with the SEC. These
reports, proxy statements and other information should be available for inspection at the public reference
facilities of the SEC located in Judiciary Plaza, 450 Fifth Street, N.W., Washington, D.C. 20549, and also
should be availzble for inspection and copying at prescribed rates at the following regional offices of the
SEC: Seven World Trade Center, New York, New York 10048; and 500 West *iadison Street, Suite 1400,
Chicago, Illinois 60661. Copies of this material may also be obtained by mail, upon payment of the SEC’s
customary fees, from the SEC’s principal office at 450 Fifth Street, N.W., Washington, D.C. 20549. The
SEC also maintains an Internet web site at http://www.sec.gov that contains reports, proxy statements and
other information. Reports, proxy statements and other information concerning the Company should aiso
be available for inspection at the offices of the NYSE, 20 Broad Street, New York, New York 10005.

Certain Operating Relutionships. Various subsidiaries of each of Parent, on the one hand, and the
Company, ' the other hard, have operating relationships with each other. The principal interchange
points between railroads of I"arent and the Company are located at Hagerstown, Maryland, Buffalo, New
York, and Cincinnati, Cleveland and Toledo, Ohio. In 1993, 1994 and 1995, the percertage of total loads
handled by Parent and interchanged to or from the Company was 6.6%, 6.2% and 6.3%, respectively. In
connection with interchanges, either or both railroads of Parent and the Company may be the party billing
tke shipper of such interchange freight, and in cases where one of the parties bills for the entire shipment,
such party periodically will remit to the other party the net amount of the proceeds due to such other
carrier in accordance with standard industry practice. In addition, Parent and the Company, together with
other railroads, cooperate in terminal switching operations at certain major locations and also have
proprietary interests in various terminal companies in their service territories.

In addition to the foregoing, the railroads of Parent and the Company are parties to various trackage
rights and haulage agreements. Haulage involves movement by the owning railroad, with its crews, of
traffic in the account of the using railroad to and from points on the owning railroad. Under trackage
rights agreements the using railroad operates its own trains with its employees carrying traffic in its
account over the lines of the owning railroad. Among the various cooperative arrangements between

Parent and the Company are: (i) Parent trackage rights on the Company’s line between Cincinnati and
Columbus, Ohio, (ii) haulage by Parent of the Company’s automotive traffic from Bloomington, Illinois,
to Lafayette, Indiana, and haulage by Parent of certain other Company traffic between Peoria, Ilinois and
Lafayette, Indiana, and (iii) Parent trackage rights on the Company’s line at Cincinnati, Ohio. In addition
to the foregoing, Parent and the Company (together with Union Pacific Railroad) operate a fieet of
intermodal containers that are free to move over the lines of each participant.

Between 1993 and 1995, Parent purchased from the Company, for approximately $11 million,
approximately 120 miles of the Company’s Fort Wayne line extending from Gary to Fort Wayne, Indiana.
At various times during this period, Parent operated over the Company’s lines under trackage rights
agreements. Currently, the Company continues to serve several customers in the Fort Wayne area using
trackage rights over former Company lines now owned by Parent.

Triple Crown Services Company. On April 1, 1993, Parent and the Company formed Triple Crown
Services Company (“TCS”), a Delaware partnership, to provide intermodal services previously operated
by a wholly owned subsidiary of Parent. The Company paid Parent $15 million for a one-half interest in
TCS. Since 1993 both Parent and the Company have made additional capital contributions to TCS and
guaranteed financing of TCS equipment purchases. TCS provides intermodal services throughout the
eastern United States. Intermodal services involve the movement of traffic both over the highway and on
rail lines. Major TCS initiatives, policies, budgets, and other matters are subject to approval by a
Management Committee consisting of equal numbers of Parent and Company senior officers. The TCS
Management Committee establishes overall strategy for TCS. Relationships among TCS, Parent and the
Company are governed by numerous bilateral and trilateral written agreements. TCS’s revenues after
April 1, 1993 were $101.7 million; for 1994 and 1995, they were $148.2 million and $143.0 million,

respectively.
Doublestack Clearances. In connection with the creation of the TCS partnership, Parent and the
Company agreed to cooperate to eliminate doublestack clearance impediments between New Jersey on
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the Company’s lines and Atlanta, Georgia, on lines of Parent’s railroads. Doublestacking of intermodal
containers permits oae container to be placed on top of another container for movement in specialized
railcars. However, because the height of doublestacked containers often is greater than that of a standard
railcar, certain structures over rail lines, such as tunuels, overpasses and bridges, must be modified to
permit doublestack service to be operated. Elimination of such clearance restrictions is costly. Parent’s
cost for clearance work between its connections with the Company at Hagerstown, Maryland, and
Atlanta, Georgia, was approximately $4 million.

9. Certain Information Concerning Purchaser and Parent.

Purchaser. Purchaser is a newly incorporated Pennsylvania corporation organized in connection
with the Offer and the Proposed Merger and has not carried oa any activities other than in connection
with the Offer and the Proposed Merger. The principal offices of Purchaser are located at Three
Commercia' Place, Norfolk, Virginia 23510. The Purchaser is a wholly owned subsidiary of Parent. Until
immediately prior to the time that Purchaser will purchase Shares pursuant to the Offer, it is not expected
that Purchaser will have any sigrificant assets or liabilities or engage in activities other than those incident
to its formation and capitalization and the transactions contemplated by the Offer and the Proposed
Merger. Because Purchaser is newly formed and has minimal assets and capitalization, no meaningful
financial information regarding Purchaser is available.

Parent. Parent is a Virginia corporation with its principal executive offices located at Three
Commercial Place, Norfolk, Vizginia 23510. Parent is a Virginia-based holding company that owns all the
common stock of and controls a major freight railroad, Norfolk Southern Railway Company; a motor
carrier, North American Van Lines, Inc. (“North American”); and a natural resources company,
Pocahontas I.».id Corporation (“Pocahontas Land”). The railroad system’s lines extend over more than
14,400 nailes of road in 20 states, primarily in the Southeast and Midwest, and the Province of Ontario,
Canada. North American provides household moving and specialized freight handling services in the
United States and Canada, and offers certain motor carrier services worldwide. Pocahontas Land

manages approximately 900,000 acres of coal, natural gas and timber resources in Alabama, Illinois,
Kentucky, Tennessee, Virginia and West Virginia.

Parent is subject to the information and reporting requirements of the Exchange Act and is required
to file reports and other information with the SEC relating to its business, financial condition and otber
matters. Information, as of particular dates, concerning Parent’s directors and officers, their remuneration,
stock options granted to them, the principal holders of Parent’s securities, any material interests of such
persons in transactions with Parent and other matters is required to be disclosed in proxy statements
distributed to Parent’s shareholders and filed with the SEC. These reports, proxy statements and other
information should be available for inspection and copies may be obtained in the same manner as set forth
for the Company in Section 8. Parent’s common stock is listed on the NYSE, and reports, proxy
statements and other information concerning Parent should also be available for inspection at the offices
of the NYSE, 20 Broad Street, New York, New York 10005.

Set forth below is certain seiscted historical consolidated financial information relating to Parent and
its subsidiaries which has been cxcerpted or derived from audited financial statements presented in
Parent’s 1995 Annual Report to Sharcholders and from Parent’s unaudited consolidated financial
statements contained in Parent’s Quarterly Report on Form 10-Q for the fiscal quarter ended Jjuze 30,
1996. More comprehensive financial information is included in such reports and other documents filed by
Parent with the SEC. The financial information summary set forth below is qualified in its entirety by
reference to such reports and other documents which have been filed with the SEC, including the financial
informaticn and related notes contained therein, which are incorporated herein by reference. Such
reports and other docurn=ats may be inspected at and copies may be obtained from the offices of the SEC
or the NYSK in ¢he manner set forth below.




NORFOLK SOUTHE:XN CORPORATION

Selected Consolidated Financial Data
(In millions, except per share amounts)

Six Months Ended
June 30,

1995

Income Statement Data:
Operating revenues

Net income to common shareholders

Per Share Information:

Net earnings per common share
before the cumulative effect of
changes in accounting principles .

Net per common share cumulative
effect of changes in accounting

Income taxes.
Postretirement benefits other than
pensions; and postemployment

$13522 $13428 $13375 $ 15635

9,192.9 9,258.8 8,987.1 8,730.7
10,829.4 10,904.8 10,587.8 10,519.8
1,176.0 12058 1,131.8 1,197.9

Long-term debt, excluding current
portion 1,612.6 15533 1,547.8 14815
Total shareholders’ equity ! 4,769.6 4,829.0 4,684.8 4,620.7

On October 23, 1996, Parent issued its earnings release in which it reported the following results for
immﬁsalqumsmded&pmbuw.w%swmpudwthewmpuabbpeﬁodfam”:
revenues, $3,590.1 million versus $3,512.8 million; income from operations, $887.2 million versus $831.3
million;netinoome,3569.9mﬂlionvm$5358mﬂﬁommdnetineomepercomwnshm.$4.49vm
$4.07.

uvhpnecxpeaedwmuhmredwdgmadmd;dnﬁnkuﬁvew(nmnﬁmm),mwed
equipment utilizat'un and improved equipment maintenance ($107 million) and improved use of rail
yards and router, coupled with maintenance of way efficiencies ($77 million), and from more efficient
transporutionupmﬁons(SlGlmmion).ThenetnewbmineurevenuswtamngSSZSmmionwhidem
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yield the $145 million of incremental operating income are éxpected to be comprised of increased
revenues generated by improved single line service ($215 million), revenues generated by new coal traffic
(8134 million) and revenues generated by diverting truck traffic from highways ($316 million, of which
$126 million is expected to come from highway to carload growth and the balance from conventional
intermodal growth), decreased by $140 million of lost revenue due to enhanced competition. Partially
based on such synergies, Parent projects that the impact of the Offer and the. Proposed Merger on its
earnings per share will be modestly accretive in the first year and significantly accretive in the second and
third years, and that on a pro forma basis for fiscal year 1997 it will have revenues of $9 billion, EBITDA
of $3.1 billion, an EBITDA to interest coverage of 3.1 to 1 and a total debt to total capitalization ratio
of 72%.

The foregoing estimates of cost savings, synergies, projected earnings per share and pro forma
financial information are “forward-looking” and inherently subject to significant uncertainties and
contingencies, many of which are beyond the control of Parent, including: (a) future economic conditions
in the markets in which Parent and the Company operate; (b) financial market conditions; (¢) inflation
rates; (d) changing competition; (e) changes in the economic regulatory climate in the United States
railroad industry; (f) the ability to eluninate duplicative administrative functions; and (g) adverse changes
in applicable laws, regulations or rules governing environmental, tax or accounting matters. There can be
no assurance that the estimated savings, synergies, projected earnings per share and pro forma financial
information will be achieved and actual savings, synergies, projected earnings per share and pro forma
financial information may vary materially from those estimated. The inclusion of such estimates herein
should not be regarded as an indication that Parent, Purchaser or any other party considers such estimates
an accurate prediction of future events.

The name, citizenship, business address, principal occupation or employment and five-year employ-
ment history for each of the directors and executive officers of Purchaser and Parent are set forth in
Schedule I hereto.

On October 18, 1996, Atlantic Investment Company, a wholly owned subsidiary of Parent
(“Atlantic”), purchased in a market transaction 100 Common Shares at a price of $86.00 per Share. On
October 23, 1996 Atlantic transferred such shares to Purchaser. In addition, L.1. Prillaman, the Executive
Vice President-Marketing of Parent, owns 20 Common Shares, and Kathryn B. McQuade, Vice
President-Internal Audit of Parent, owns 50 Common Shares. Further, the spouse of E.B. Leisenring, Jr.,
a director of Parent, is (i) the sole beneficiary of three trusts, the trustee of which is Mellon Bank, that
bold 5,569 Common Shares and (ii) a one-fourth beneficiary of a trust (the “CSB Trust™), the trustee of
which is Core States Bank, that holds 1,500 Common Shares. On October 18, 1996, the CSB Trust sold
500 Common Shares at $85.625 per Share. Except as set forth in this Offer to Purchase, none of Parent
or Purchaser or, to the best knowledge of Parent or Purchaser, any of the persons listed in Schedule I
hereto, or any associate or majority-owned subsidiary of such persons, beneficially owns any equity
security of the Company, and none of Parent or Purchaser or, to the best knowledge of Parent or
Purchaser, any of the other persons referred to above, or any of the respective directors, executive officers
or subsidiaries of any of the foregoing, has effected any transaction in any equity security of the Company
during the past 60 days.

Except as set forth in this Offer to Purchase, none of Parent or Purchaser or, to the best knowledge
of Parent or Purchaser, any of the persons listed in Schedule I hereto has any contract, arrangement,
understanding or relationship with any other person with respect to any securities of the Company,
including, without limitation, any contract, arrangement, understanding or relationship concerning the
transfer or the voting of any securities of the Company, joint ventures, loan or option arrangements, puts
or calls, guaranties of loans, guaranties against loss or the giving or withholding of proxies. Except as set
foiih in this Offer to Purchase, none of Parent or Purchaser or, to the best knowledge of Parent or
Purchaser, any of the persons listed in Schedule I hereto has had any transactions with the Company, or
any of its executive officers, directors or affiliates that would require reporting under the rules of the SEC.

Except as set forth in this Offer to Purchase, there have been no contacts, negotiations or transactions
between Parent or Purchaser, or their respective subsidiaries, or, to the best knowledge of Parent or
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Purchaser, any of the perscns listed in Schedule I hereto, on the one hand, and the Company or its
executive officers, directors or affiliates, on the other hand, concerning a merger, consolidation or
acquisition, tender offer or other acquisition of securities, election of directors, or a sale or other transfer
of a material amount of assets.

10. Source and Amount of Funds. Purchaser estimates that the total amount of funds required to
purchase Shares pursuant to the Offer and the Proposed Merger, to pay all related costs and expenses, to
refinance Parent’s and the Company’s existing debt and for working capital/purposes will be approxi-
mately $11.5 billion. See also Section 16.

Parent and Purchaser intend to obtain the funds from loans to be arranged by Merrill Lynch & Co.
and J.P. Morgan Securities Inc. (in such capacity, the “Arrangers”). The Arrangers and the Lenders have
entered into a commitment letter with Parent and Purchaser, dated October 22, 1996 (the “Financing
Commitment™), pursuant to which the Lenders have each committed to provide $2 billion of a total of
$11.5 billion in required borrowings pursuant to a senior credit facility (the “Credit Facility”) to finance
the Offer and the Proposed Merger, to pay related fees and expenses, to refinance Parent’s and the
Company's existing debt and for working capital purposes. It is anticipated that the Arrangers will arrange
and/or syndicate the Credit Facility with a group of commercial banks.

The Lenders’ commitments under the Financing Commitment are subject to the following condi-
tions, among others: (i) the execution and delivery of satisfactory definitive documentation with respect
to the Credit Facility; (ii) there having been validly tendered to Purchaser sufficient Shares to enable
Parent to effect the Proposed Merger without the requirement of any action by any other shareholder of
the Company; (iii) all conditions to the Offer having have been satisfied without waiver or amendment;
(iv)Purchuerhavinzwceptedforpurchma!lmchtenderedSharu;and(v)thenbsenceofmterial
adverse change with respect to Parent, with respect to financial, bank syndication or capital market
conditions and with respect to information disclosed concerning the Company.

The Credit Facility will consist of four facilities. Three of these facilities are tertn loan facilities. One
term loan will have a principal amount of $2.5 billion repayable on the earlier of six months from the date
on which the approval of the STB shall have been obtained and the third anniversary of the execution and
delivery of definitive docuin-atation providing for the Credit Facility (the “Closing Date”). The second
termloanwillhaveaprindpalamountof$3billionrepayablez4momhsafterthemmrityoftheﬁrst
term loan. The third term loan will have a principal amount of $3 billion repayable six and one-half years
from the ClosingDne.Eachofthztexmloamvﬂlbwinmestatantepermmequ. at the option
of Parent and Purchaser, either (i) the Eurodollar rate plus a margin which will initially be .75% and may
be adjusted depending upon Parent’s senior unsecured long-term debt ratings following the announce-
ment of the Offer to between .875% and 225%, (ii) an adjusted CD rate or (iii) the higher of Morgan’s
primenteorthefedenlmndsrateplusm(the“baseme”).and,dependinguponl’mttmior
unseanedbng-tamdebtnﬁnpfoﬂowingmemmunwmemofchﬁa,amﬁnofls% (the
“Variable Rate").Thefomthhdﬁtywﬂlbeuwohngaeditfadlityofﬁbﬂﬁomvhichwﬂlbwinmw
at the Variable Rate or a money market rate, and will mature five years after the Closing Date. The Credit
Fadlityalsoprovidestoraﬁdlityfeemﬁngonthetoulamoumavaﬂableoroutsundingtheretmdet
at a rate which will initially be .25% pe: annum and may be adjusted depending upon Parent’s senior
unsecured long-term debt ratings following the announcement of the Offer to between .125% and .375%
perannum.TheCreditFadﬁtyldnmnuincenmﬁmndﬂwvenmuswuu'ﬂuinremicﬁmon,
among other things, (i) maturities or amortization of indebtedness prior to six months after the final
maturity of the loans under the Credit Facility, (i) indebtedness of subsidiaries, (iii) liens, (iv) mergers,
consolidations, liquidations, dissolutions and sales of assets, (v) transactions with affiliates, and (vi) the
ability of subsidiaries to pay dividends. The financial covenants require Parent to maintain specified (i)
minimum interest coverage ratios, (i) minimum net worth, and (iii) maximum leverage ratios. The
financial covenants also restrict payments, transfers or other distributions from Parent to the Company
priortothelatcroftheconsummaﬁonofthe?roposedMagerorthedatconwhichtheapprovaJ of the
STB shall have been obtained.

In connection with the Financing Commitrient, Parent has agreed to pay the Arrangers and the
LGdmcermmfees,torchnbmutheAnangenandthelzndenfmmminexpmaafldtoprovide
certain indemu.ities, as is customary for commitments of the type described herein.
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It is anticipated that the indebtedness incurred by Parent and Purchaser under the Credit Facility will
be repaid from funds generated internally by Parent and its subsidiaries (including, after the Proposed
Merger, if corsummated, funds generated by the Company and its subsidiaries), through additional
borrowings, or through a combination of such sources. No final decisions have been made concerning the
method Parent will employ to repay such indebtedness. Such decisions when made will be based on
Parent’s review from time to time of the advisability of particular actions, as well as on prevailing interest
rates and financial and other economic conditions.

11. Background of the Offer; Contacts with the Company. For a number of years, certain members
of senior management of Parent, including David R. Goode, Chairman and Chief Executive Officer of
Parent, have spoken numerous times with senior management of ihe Company, including the Company’s
former Chairman and Chief Executive Officer, James A. Hagen, and the Company’s current Chairman
and Chief Executive Officer, David W. LeVan, concerning a possible business combination between
Parent and the Company. Ultimately, the Company’s management encouraged such discussions prior to
Mr. Hagen’s retirement as Chief Executive Officer of the Company. The Company discontinued such
discussions in September 1994, when the Company announced that Mr. LeVan would succeed Mr. Hagen.

Prior to 1994, senior management of Parent and the Company discussed, from time to time,
opportunities for business cooperation between ti¢ companies, and, in some of those discussions, the
general concept of a business combination. While the companies determined to proceed with certain
business cooperation opportunities, including TCS, no decisions were reached concerning a brsiness
combination at that timre.

In March of 1994, Mr. Hagen approached Mr. Goode to suggest that, under the current regulatory
environment, the Companys management now believed that a business combination between the
Company and Parent could be accomplished, and that the companies should commence discussion of such
a transaction. Mr. Goode agreed to schedule a meeting between legal counsel for Parent and the
Company for the purpose of discussing regulatory issues. Following that meeting, Mr. Goode met with Mr.
Hagen to discuss in general terms a combination of the Company and Parent. Thereafter, during the
period from April through August 1994, management and senicr financial advisors of the respective
companies met on numerous occasions to negotiate the terms of a combination of the Company aund
Parent. The parties entered into a confidentiality agreement on August 17, 1994. During these discussions,
Mr. Hagen and other representatives of the Company pressed for a premium price to reflect the
acquisition of control over the Company by Parent. Initially, Parent pressed instead for a stock-for-stock
merger of equals in which no contro! premium would be paid to the Company’s shareholders. The
Company’s management insisted on a control premaium, however, and ultimately the negotiations turned
toward a premium stock-for-stock acquisition of the Company.

By early September 1994, the negotiations were in an advanced stage. Parent had proposed an
exchange ratio of 1-to-1, but the Company’s management was still pressing for a higher premium. In a
meeting in Philadelphia on September 23, 1994, Mr. Goode increased the proposed exchange ratio to
1.1-to-1, and left the door open to a higher ratio. Mr. Hagen then told Mr. Goode that they could not reach
agreement because the Company Board had determined to remain indepeadent and pursue the
Company’s stand alone policy. The meeting then concluded.

Following the termination of acquisition negotiations between Parent and the Company in
September of 1994, Mr. Goodc from time to time had conversations with Mr. LeVan. During virtually all
of these conversations, Mr. Goode expressed Parent’s strong interest in negotiating an acquisition of the
Company. Mr. LeVan responded that the Company wished to remain independent. Nonetheless, Mr.
Goode was led to believe that if and when the Company Board determined to pursue a sale of the
Company, it would pursue such a transaction through a process in which Parent would have an
opportunity to bid.

At its September 24, 1996 meeting, the Parent Bouard reviewed its strategic alternatives and
determined that Parent should press for an acquisition of the Company. Accordingly, Mr. Goode
contacted Mr. LeVar to reiterate Parent’s strong interest in acquiring the Company and request a meeting
at which he could present 2 concrete proposal. Mr. LeVan responded that the Company Board would be

23




holding a strategic planning meeting and that he and Mr. Goode would be in contact after that meeting.
Mr. Goode emphasized that he wished to communicate Parent’s proposal so that the Company Board
would be aware of it during the strategic planning meeting. Mr. LeVan stated that it was unnecessary for
Mr. Goode to do so. At this point, the conversation concluded.

Following September 24, Mr. LeVan did not contact Mr. Goode. Finally, on Friday, October 4, 1996,
Mr. Goode telephoned Mr. LeVan. Mr. Goode again reiterated Parent’s strong interest in making a
proposal to acquire the Company. Mr. LeVan responded that the Company Board would be meeting on
October 16, 1996, and that he assumed that he and Mr. Hagen would contact Mr. Goode following that
meeting. Mr. Goode again stated that Parent wanted to make a proposal so that the Company Board
would be aware of it. Mr. LeVan stated that it was unnecessary to do so.

On October 15, 1996, the Company and CSX announced that they had entered into the CSX Merger
Agreement contemplating the Proposed CSX Transaction. Integral to the Proposed CSX Transaction are
covenants substantally increasing Mr. LeVan's compensation and severance benefits and guaranteeing
that he will succeed John Snow, the Chairman and Chief Exe utive Officer of CSX, as the combined
company’s Chairman and Chief Executive Officer.

On October 16, 1996, Mr. Goode met in Washington, D.C. with Mr. Snow at Mr. Snow’s invitation to
discuss the Proposed CSX Transaction and certamn regulatory issues it raised. Mr. Spow advised Mr.
Goode during that meeting that the Company's counsel and investment bankers had ensured that the
Proposed CSX Transaction is “bulletproof,” implying that the sale of control of the Company to CSX is
now a fait accompli. Mr. Snow added that the Pennsyivania statute, referring to the PBCL, was “great”,
addw:Z that the Company’s directors have almost no fiduciary duties. Parent believes that Mr. Snow’s
comments were intended to discourage Parent from making a competing offer for control of the Company
and to suggest that Parent had no choice but to negotiate with CSX for access to such portions of the
Company’s rail system as would be necessary to address the reguiatory concerns that would be raised by
consummation of the Proposed CSX Transaction. After Mr. Snow told Mr. Gooce what CSX was willing
(0 offer to Parent in this regard, the meeting concluded.

On October 22, the Parent Board met to review its strategic options in light of announcement of the

Proposed CSX Transaction. Because the Parent Board believes that a combination of Parent and the
Company would offer compelling benefits to both companies, their shareholders, and their other
constituencies, it determined that Parent should make a competing bid for the Company. On October 23,
1996, Parent publicl ' announced its intention to commence the Offer, to be follcwed by the Propcsed
Merger. On the same day, Mr. Goode sent the following letter to Mr. LeVan:

October 23, 1996

Board of Directors

Conrail Inc.

2001 Market Street

Two Commerce Square

Philadelphia, Pennsylvania 19101
Attention: David M. LeVan, Chairman

Dear Members of the Board:

For a number of years, other members of our senior management and I have spoken numerous times
with Mr. LeVan, your current Chairman, and with Mr. Hagen, your former Chairman, and with other
senior officers of your company. During many of these conversations, we at Norfolk Southern expressed
a desire to join our companies together.

On two recent occasions, in late September and again on October 4, I contacted Mr. LeVan to
reiterate our strong interest in acquiring Conrail and request a meeting at which I could present a concrete
proposal. In each case, I emphasized that I wished to communicate our proposal so that the Conrail Board
would be aware of it during their next meeting. Also in each case, Mr. LeVan stated that it was

unnecessary for me to do so.
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In view of this background, it came as a disappointment to me whea it was announced on October
15 that you had agreed to the proposed acquisition of Conrail by CSX Corporation. We regret that,
despite knowing our long-term interest in joining Conrail with Norfolk Southern, your Chairman ignored
our long-standing offer to submit a business combination proposal to you.

Since October 15, we have been analyzing the proposed CSX transaction and have been considering
the possibility of making a proposal that would be demonstrably superior i0 your proposed transaction
with CSX. We now have completed that process and are using this letter to communicate our conclusions
to you.

On behalf of Norfolk Southern, ] am hereby making the following proposal. Our proposal is that
Norfolk Southern would acquire all of the outstanding shares of Conrail common stock for cash at a price
of $100.00 per share. This would be accomplished by a “first step” cash tender offer for all outstanding
shares of Conrail, followed by a “second step” merger in which Conrail’s remaining shareholders would
receive the same cash purchase price per share paid in the offer. This offer represents a premium of $11.49
(13%) over the blended value of CSX’s proposal based on yesterday’s closing price 0. CSX shares. Our
offer will provide for a voting trust to hold the Conrail shares acquired in the tender offer and merger and
thereby allow Conrail shareholders to receive immediate payment for all their shares in the tender offer
and merger.

To underscore the seriousness of our intentions, we are commencing oromptly a cash tender ofier,
which can serve as the “first step” tender offer contemplated by our proposal. On the other hand, vuless
and until you terminate your pending proposed transaction with CSX in 2 man~er permitted under the
terms of your merger agreement with CSX and enter into an agreement with us, our cash tender offer will
stand on its own as an offer made directly to your shareholders.

Subject to your Board’s favorable response to our proposal, we are prepared to negotiate a merger
agreemen: on substantially the same terms and conditions as your proposed transaction with CSX, except
as it would be modified to refiect the all-cash consideration that we are offering. In addition, we are
prepared to offer significant representation of Conrail directors on the Norfolk Southern Board, to
consider locating the corporate headquarters of the combined company ir Philadelphia and to discuss an
appropriate position for your Chairman following a transaction with us. We believe that we offer your
senior managome=. opportunities for continued career growth that appear to us not to exist with CSX.
Although we determined that it was appropriate, under the circumstances, tv commence our cash tender
offer, our strong preference would be to negotiaie a merger agreement with you.

The price we are offering in our proposal, $100 per share, clearly provides significantly greater and
mor~ certain value to your shareholders than the proposecd transaction with C5X. In 2ddition, we believe
owr proposed transaction can be completed on a more tirmely basis than the proposed CSX transaction.
Accordingly, we strongly believe that, pursuant to Section 4.2 of vour agreement with CSX, you should
promptly request and obtain from your counsel their advice confirming that you are obligated by
principles of fiduciary duty to consider our proposal. Also, we expect that, upon your receipt of such
advice and consistent with your riear fiduciary duties, you will give us access to at Jeast all the same
information you furnished to CSX in the course of your discussions and negotiations with them and that
you will discuss and negotiate with us the details of our preposal. In addition, you should take whatever
other actions are reasonably necessary or appropriate so that we may operate on a level playing field with
CSX and any other companies which may be interested in acquiring Conrail.

Besides the benefits for your shareholder constituency, we are confident that Conrail’s employees,
suppliers, customers, creditors and the communities in which Conrail is located will be better served by
the combination of Norfolk Southern and Conrail as compared with the CSX proposal. Moreover,
because a Norfolk Southern merger presents a substantially more favorable competitive and regulatory
picture, our proposal is more consistent with both the long and short-term interests of Conrail. We look
forward to the opportunity to directly discuss these matters with you in the manner they would have been
communicated before the hasty attempt to lock-up a deal with CSX. To ensure that your Board fulfills its
fiduciary obligations and to resolve certain other issues, we have today commenced litigation in the
Federal District Court for the Eastern District of Pennsylvaniz
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Our Board of Directors is fully supportive of our proposal and has authorized and approved it.
Consistent with our Board’s action, we and our advisors stand ready, willing and able to meet with you and
your advisors at your earliest convenience. I want to stress that we are flexible as to all aspects of our
proposal, including ... possibility of substituting 2 substantial equity component to our present offer so
that your shareholders could have a continuing interest in the combined enterprise, and are anxious to
proceed to discuss and negotiate it with you as soon as possible.

Personally and on behalf of my colleagues at Norfolk Southern, I look forward to hearing from you
soon and working with you on our proposal.

Sincerely,
/s/ David R. Goode

David R. Goode
cc: Al Directors

In the CSX Merger Agreement, the Company has agreed to the No Negotiation Provision providing
that neither the Company nor any of its subsidiaries, officers, directors, employees or representatives will,
directly or indirectly through another person, solicit, initiate or encourage (including by way of furnishing
information), or take any other action designed to facilitate, directly or indirectly, any inquiries or the
mah'ngofanyproposalrelatingtotheachsitionorpmchaseofmoretha.nSO%oftheassetsofthe
Company and its subsidiaries or more than 50% of the equity securities of the Company entitled to vote
generally in the election of directors, any tender offer or exchange offer that if consummated would result
inanypenonbencﬁdallyowningmorethanSO%oftheequitysecuritiaoftheOompanyenﬁﬂedtovote
generally in the election of directors, or any merger, consolidation, business combination, recapitalization,
liquidation, dissolution or similar transaction involving the Company (a “Takeover Proposal”), other than
the transactions contemplated by the CSX Merger Agreement or the Lockup Agreements. The No
Negotiation Provision also provides that neither the Company nor any of its subsidiaries, officers,
directors, employees or representatives will participate in any discussions or negotiations regarding any
Takeover Proposal. Notwithstanding the No Negotiation Provision, the CSX Merger Agreement provides
thatif,atanyﬁmepxiartotheearlierof(x)theconsummaﬁonoftheCSXOﬁerand(y)theobtaining
oftheCompanyShareholderApprovaLintheaseoftheCompany,ortthSXShareholderApprovaL
inthecaseofCSX.orafter180daystromthedateofmeCSXMzrgerAgeementandpriortothe
Approval Date (asdeﬁnedinthenextparagraph),theBoardofDireaorsoftheCompanyorcsx,as
appﬁable.demﬁesingoodtaith.basedontheadvice of outside counsel, that it is necessary to do so
to avoid a breach of its fiduciary duties to the Company under applicable law, the Company or CSX, as
applicable, may, in response to a Takeover Proposal which wa< ot solicited by it or which did not
otherwise result from a breach of the terms of the CSX Merger Agreement described in this paragraph,
and subject 1o compliance with certain notice provisions of the CSX Merger Agreement, () furnish
informationwithxespecttoitmditssubsidim'iestoanypersonpuxsuamtoawstomaryconﬁdenﬁaﬁty
ageement(sdewmﬁnedbymepanyrecdvm;mnkwverhopmdaﬁamuﬁmﬁmm
outsideoomsel)thebeneﬁt.softhetamsofwhich,ifmorefavorabletotheotherpartytosuch
conﬁdentialityayeementthanthoseinplacewiththeotherpartytotheCSXMergaAgreement,shall
beextendedtot.heotherpartytotheCSXMcrgerAgreement,and(y)pmﬁdpatcmnegoﬁations
regarding such Takeover Proposal.

Except as permitted by the CSX Merger Agreement, the Company and CSX have agreed that neither
the Board of Directors of the Company or CSX, as applicable, nor any committee thereof will (i)
withdraw or modify (or propose publicly to do so), in a manner adverse to the other party, its approval
or recommendation of the CSX Offer or its adoption and approval of the matters to be considered at the
r-spective suareholders meetings of the Company or CSX, (ii) approve or recommend (or propose
publicly to do s0), any Takeover Proposal, or (i) cause the Company or CSX, as applicable, to enter into
any Acquisition Agreement related to a Tak over Proposal. However, the CSX Merger Agreement
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provides that if at any time following 180 days after the date of the CSX Merger Agreement and prior to
the earfier of (a) the time that at least 40% of the outstanding Shares on a fully diluted basis have been
depcsited in the voting trust contemplated by the CSX Merger Agreement and (b) the obtaining of
Company Shareholder Approval (in the case of the Company) or CSX Shareholder Approval (in the case
0" CSX) (such earlier date referred to in clause (a) or (b) being the “Approval Date”) there exists a
Superior Proposal (as defined below), and such Board of Directors determines that (x) in the case of the
Board of Directors of the Company, there is no substantial probability that CSX will succeed in acquiring
40% of the Shazes in the CSX Offer and/or the second tender offer contemplated by the CSX Merger
Agreement or otherwise (or if the approval by the Company’s shareholders of an amendment to the
Company’s Articles to “opt out” of the Pennsylvania Control Transaction Law has not been obtained,
there is no substantial probability that the Company Shareholder Approval will be obtained), in either
case due to the existence of such Superior Proposal with respect to the Company or (y) in the case of the
Board of Directors of CSX, there is no substantial probability that the CSX Shareholder Approval will
be obtained due to the existence of such Superior Proposal with respect to CSX, the Board of Directors
of the Company or CSX, as applicable, may (subject to this and the following sentences) withdraw or
modify its approval or recommendation of the CSX Offer, the Proposed CSX Merger or the adoption and
approval of the matters to be comsidered at their respective shareholder meetings and approve or
recommend such Superior Proposal or terminate the CSX Merger Agreement (and concurrently, if it so
chooses, cause the Company or CSX, as applicable, to enter into an Acquisition Agreement with respect
to such Superior Proposal), but only after giving the notice required by the CSX Merger Agreement. As
usedint.heCSXMergaAgreement,a“SuperiorProposal"meansanyproposalmadebyathirdpanyto
acquure, directly or indirectly, for consideration consisting of cash and/or securities, more than 50% of the
voﬁngeqmtytecuritisoftheCompanyorCSX.asthemsemaybe,orallorsubttanﬁallyalltheasets
of the Company or CSX, as the case may be, and otherwise on terms which the Board of Directors of such
party determines in its good faith judgment (x) (based on the written opinion of a nationally recognized
financial advisor) to be more favorable from a financial point of view to its shareholders than the CSX
OfferandtthroposedCSXMagerandforwhichanyrequiredﬁnandngisthenoomminedand(y)to
bemoretambletosucbpanythantheCSXOﬁerandthePropocedCSXMugeraﬁerukinginto
account all constituencies (including shareholders) and pertinent factors permitted under applicable
Pennsylvania or Virginia law, as the case may be.

'I‘heCSXMerguAg:eememprovidesthat,intheeventthat(i)a'l‘akeover?ropoalinrupeaof
the Company shall have been made known to the Company or any of its subsidiaries or has been made
direalytoitsshareholdmgenemllyoranypenonshallhavepublidyannouncedanintention(whether
ornmwndiﬁmﬂ)mmkesuchaTakewerPropaﬂandthauﬂertheGXMumetk
termimtedbydtherCSXortheCompanyasaruultoftheCSXMerganothavingbeenconsmned
by December 31, 1998, or if tae Company Shareholder Approval is not obtained in a meeting of the
Company’s shareholder: duly convened therefor or at any adjournment or postponement thereof or (ii)
theCSXMergerAgreementismminated(x)bytheCompanypm:uanttotheNoNegoﬁ;ﬁonProvin’m
ottheMetgerAgreementor(y)byCSXif(I)theCompanyBoaxdor,ifappliable,mycommmee
thereof, withdraws or modifies in a manner adverse to CSX its approval or recommendation of the CSX
Oﬂerorthe?roposedCSXMergeroxthemamwbeconsidaedauhemeeﬁngsoftheCcmpany‘s
shareholders called to appror = the Proposed CSX Merger and the other transactions contemplated by the
CSXMergerAyeementorfailstoreoonﬁmitsreeommendationwithinHbuﬁnecdaysaﬁenwriuzn
requesttodoso,orapprovesorrecommendsany'l‘akeoverProposalinrespeaoftheCompanyo:(II)
theCompanyBoardoranyoommitteethereofhasresolvedtoukeanyoftheforegoingwﬁons;thenthe
Companywill(A)promptly,bu'innoevemlaterthantwodaysaﬁcrthedateofthcmnﬁnation,payGX
the Termination Fee (except that no Termination Fee will be payable pursuant to clause (i) of this
septence unless and until within 24 months of such termination the Company or any of its subsidiaries
eniers into an Acqui-ition Agreement or consummates a Takeover Proposal).

The foregoing d-scription of the CSX Merger Agreement and the CSX Lezkup Optior. Agreement
is qualified in its entirety by reference to the full text of the CSX Merger Agrzcment and the CSX Lockup
Option Agreement, copies of which have been included by the Comp=uy as exhibits to the Schedule
14D-9 and may be obtained in the manner described in Section 8 (except that copies may not be available
at regional offices of the SEC).
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lszposeoftheOHermdtheMuger;thtortheComplny;Cethonﬁdmﬁom.

General. The purpose of the Offer is for Parent to acquire control of, and the entire equity interest
in, the Company. The Offer, as the first step in the acquisition of the Company, is intended to facilitate
the acqu _.don of all Shares. Purchaser is seeking to consummate the Proposed Merger with the Company
as promptly as practicable following consummation of the Offer. The purpose of the Proposed Merger is
to acquire all Shares not beneficially owned by Purchaser following consummation of the Offer.

Pursuant to the Proposed Merger, each Share outstanding (other than Shares held by the Company
or any subsidiary of the Company and Shares owned by Parent, Purchaser or any direct or indirect
subsidiary of Parent) would be converted into the right to receive an amount in cash equal to the price
per Share paid pursuant to the Offer. Although it is the current intention of Parent and Purchaser to seek
to enter into the Proposed Merger Agreement and to consummate the Proposed Merger as promptly as
practicable following consummation of the Offer, such consummation depends upon a number of factors
and circumstances, and there can be no assurance that the Proposed Merger will be consummated, or, if
consummated, the timing thereof.

Consummation of the Proposed Merger will require approval oy the Company Board and the
affirmativ= vote of the holders of a majority of the votes cast by all outstanding Common Shares and
ESOP Preferred Shares, voting as a single ciass. It is contemplated that the Voting Trust Agresment will
provide, among other things, that, if Purchaser purchases Shares pursuant to the Offer, the Voting Trustee
will seek to obtain maximum representation on the Company Board and otherwise to *xercise control
overthebusinesandaffah'softhcOompanyandtovoteallSharesheldintheVoﬁng'rrustinfavorof
the Proposed Merger. If Purchaser purchases Shares pursuant to the Offer and the Minimum Condition
is satisfied, the Voting Trustee would have a sufficient number of Shares to approve the Proposed Merger
without the affirmative vote of any other holder of Shares and to elect directors as described above.
Although the Voting Trustee would seek consummation of the Proposed Merger as soon as practicable
followingthepurchaseofSharespmsuamtotheOffer.theexaatiminganddetaﬂsofthePropo‘ed
Merger would depend on a variety of factors anc legal requirements, including, among other things,
whether the conditions to the Offer have been satisfied or waived. As described below, certain provisions
of the Company Articles and the Company’s By-Laws (the “Company By-Laws”) may impair and delay
theabﬂityoftheVoﬁnngsteetoobtainamajorityoftheCompanyBoardandtooonmmnatethz
Proposed Merger.

Alternatively, the “short- ” merger provisions of the PBCL provide that if, following completion
of the Offer, Purchaser owns 80% or more of the Shares, the Voting Trustee would have the power to
consummatetheProposedMergerwithoutanyactionbytheCompanyBoardandwithontthevoteofany
of the Company’s other shareholders.

AlthoughParenthassoughtwenterintonegoﬁaﬁonswithtthompanywithrecpectmthe
Proposed Merger and continues to pursue such negotiations, there can be no assurance that such
negotiations will occur or, if such negotiations occur, as to the outcorie thereof. Purchaser reserves the
right to amend meaﬁct(indmgmnﬁngmenmbaofsw“wbepmmwd,mepmchmprbe
and the proposed seconc-step merger consideration) if it enters into the Proposed Merger Agreement or
to negotiate a merger agreement with the Company not involving a tender offer pursuant to which
Purchaser would terminate the Offer and the Shares would, upon consummation of such merger, be
converted into cash, common stock of Parent and/or other securities in such amounts as are negotiated

by Parent and the Company.

In connection with the Offer and during its pendency, or in the event the Offer is terminated or not
msma%maﬁameexphﬁmofmeowmdpendingmemsuma&mofmc&opaed
Merger, in accordance with applicable law and subject to the terms of any merger agreement that it may
emerintowitht.heConmany,Pamentmayexploreanyandallopﬁunswhichmybeavaihbletoit.lnthis
regard, Parent intends to solicit proxies against the adoption of the Articles Amendment at the
PemyhthpedﬂMezﬁngmdhasmedptdinﬁnnyproxymwmbwimmeSECMngmch
solicitation. Parent may also determine, whether or not the Offer is then pending, to conduct a proxy
contest in connection with the Company’s 1997 annual meeting of shareholders seeking to remove the
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current members of the Company Board and elect a new slate of directors designated by Parent. After
expiration or termination of the Offer, Parent may seek to acquire additional Shares, through open
market purchases, privately negotiated transactions, a tender offer or exchange offer or otherwise, upon
such terms and at such prices as it may determine, which may be higher or lower than the price 1o be paid
pursuant o the Offer and could be for cash or other consideration.

The Offer does not constitute a solicitation of proxies for any annual or other meeting of the
Company's shareholders. Any such solicitation which Parent or Purchaser might make would be =ade
only pursuant to separste proxy materials in compliance with the requirements of Section 14(a) of the
Exchange Act.

Whether or not the Offer is consummated, Purchaser reserves the right, subject to applicable legal
restrictions, to sell or otherwise dispose of any or all Shares acquired pursuant to the Offer or otherwise.
Such transactions may be effected on terms and at prices as it shall determine, which may be higher or
lower than the price to be paid pursuant to the Offer and could be for cash or other consideration.

Plans for the Company. In connection with the Offer, Parent and Purchaser have reviewed, and will
continue to review, on the basis of publicly available information, various possible business strategies that
they might consider in the event that the Parent acquires control of the Company, whether pursuant to
the Proposed Merger or otherwise. In addition, if and to the extent that Parent acquires control of the
Company or, subject to applicable STB rules and regulations, otherwise obtains access to the books and
records of the Company, Parent and Purchaser intend to conduct a detailed review of the Company and
its assets, corporate structure, dividend policy, capitalization, operations, properties, policies, manage-
ment and personnel and to consider and determine what, if any, changes would be desirable in light of the
circumstances which then exist. Such strategies could include, among other things, changes in the
Company’s business, corporate structure, capitalization, management or dividend policy and changes to
the Company Articles or Company By-Laws.

Except as indicated in this Offer to Purchase, neither Parent nor Purchaser has any present plans or

proposals which relate to or would result in an extraordinary corporate transaction, such as a merger,
reorganization or liquidation, involving the Company or any of its subsidiaries, a sale or wausici of a
mterial amount of assets of the Company or any of its subsidiaries or any material change in the
Company’s capitalization or dividend policy or any other material changes in the Company’s corporate
structure or business, or the composition of the Company Board or management.

Dissenters’ Rights and Other Matters. No appraisal rights are available in connection with the Offer.
In accordance with the United States Supreme Court decision, Schwabacher v. United States, 334 U.S. 192
(1948), if the Proposed Merger were approved by the STB in connection with Parent’s acquisition of
contro] of the Company, shareholders of the Company would not have any dissenters’ rights under state
law, unless the STB (or any successor agency) or a court of competent jurisdiction determines that
state-law dissenters’ rights are available tc holders of Shares. Parent considers it unlikely that the STB or
a court would determine that state-law dissenters’ rights are available to holders of Shares.

If the Proposed Merger is consummated without STB approval and if dissenters’ rights are otherwise
available to holders of Shares, such rights would be provided in accordance with Section 1571 et seq. of
the PBCL. In such event, any issued and outstanding Shares held by persons who object to the Proposed
Merger and comply with all the provisions of the PBCL concerning the right of holders of Shares to
dissent from the Proposed Merger and require valuation of their Shares (a “Dissenting Shareholder”) will
not be converted into the right to receive the consideration to be paid pursuant to the Proposed Merger
but wil! become the right to receive payment of the “fair value” of their Shares (exclusive of any element
of appreciation or depreciation in anticipation of the Proposed Merger); provided, however, that the
Shares outstanding immediately prior to the effective time of the Proposed Merger and held by a
Dissenting Shareholder who will, after such time, withdraw his demand for payment or lose his right to
dissent, in either case pursuant to the PBCL, will be deem« d to be converted as of the effective time of
the Proposed Merger into the right to receive the consideration to be paid pursuant to the Proposed
Merger without interest.
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Dissenters’ rights cannot be exercised at this time. Shareholders who will be entitled to dissenters’
rights, if any, in connection with the Proposed Merger (or similar business combination) will receive
additional information concerning any available dissenters’ rights and the procedures to be followed in
connection therewith before such shareholders have to take any action relating thereto.

Shareholders who sell shares in the Offer will not be entitied to exercise any dissenters’ rights with
respect to Shares purchased but, rather, will receive the Offer Price.

The Proposed Merger would have to comply with any applicable federal law operative at the time of
its consummation. The SEC has adopted Rule 13e-3 under the Exchange Act which is applicable to
certain “going private” transactions and which may under certain circumstances be applicable to the
Proposed Merger. However, Rule 13e-3 would be inapplicable if (i) the Shares are deregistered under the
Exchange Act prior to the Proposed Merger or other business combination or (ii) the Proposed Merger
or other business combination is consummated within one year after the purchase of the Shares pursuant
to the Offer and the amount paid per Share in the Proposed Merger or other business combination is at
least equal to the amount paid per Share in the Offer. If applicable, Rule 13e-3 requires, among other
things, matmmﬁnmdalmmmaﬁonmcemmgmefaknmofmepmposedmwdonandthe
consideration offered to minority shareholders in such transaction be filed with the SEC and disclosed to
shareholders prior to consummation of the transaction.

The Company Articles and the Company By-Laws. The Company Articles and the Company
By-Laws contain several provisions that may delay a change in control of the Company following the
purchase of Shares by Purchaser pursuant to the Offer, including, among others, (i) a provision ‘hat
prwidenhattheCompanyBoardshﬂlbedasdﬁed,withcachdasseleaedforawrmofthreeyemmd
onedaseleaedeadiywattheOompany’sannualmeeﬁngofshareholders. (ii) a provision requiring
advance notice to the Company of any shareholder nominations for directors at, or shareholder proposals
or business to be brought before, an annual meeting of shareholders, and (iii) a provision that special
meeﬁnpofshareholdersmaybecalledonlybytheChaimanoftheCompanyBoard,theCompany
Board or an Interested Shareholder.

PmanttoAnidemoftheCompanyBy-Laws,theCompanyBoardisdividedintothreedm.
oneofwhichoonsimofﬁveme'nbers,andtwoofwhichconsistsoffommcmberseach.withead:dm
electedfornermofthreeyearsandcnedasseleaedattthampany’sannualmeeﬁngof:hareholdus
eachyw.TbenmnberofmembasoftheCompanyBoudisamenﬂyﬁmitedmeembmptunmt
to Article ITI of the Comnpany By-Laws. Amendment of the foregoing provisions of the Company Articles
requiresamjoﬁtyvoteofaﬂshareholdersmﬁtledtovote.Amcndmentoftheforegoingproviﬁonsof
theCompanyBy-hwsrequiresamajorityvoteofdireaorspresentaameeﬁngawhichnma
majorityofthediref:.onisp:uemoramjoﬁtyvoteofaﬂshareholdersenﬁtledtovoteataregularor
special meeting.

If,followingcon:ummationoftheOﬁet,themembersoftheCompmwadinoﬁeeumcbﬁme
mewrdmmmrm@hopmdm«(mmyommmmmaﬁmprw
by Purchaser that required approval of the Company Board), the Voting Trustee, in order to consummate
theProposedMuger(manyswhotheruansacﬁonoroorporateacﬁon).wouldﬁmmewreplwen
leastamajoﬁtyoftheCompanwadwithitsowndesignees.?arentbelievesthatinnwheventthe
entireCompanyBoardconldberemovedwithorwithoutauseatthenm:mualmeeﬁngofthe
Company's shareholders. Parent may als. determine, whether or not the Offer is then pending, to conduct
a proxy contest in connection with tue Company's 1997 annual meeting of shareholders seeking to remove
thectmentmembersoftheCompanyBoardandelectanewslateofdhectmdecignawdbyra:ent.ln
the Pennsylvania Litigation, Parent and Purchaser are seeking a declaratory judgment that the members
oftheCompanyBoardanberemovedandreplacedwitbanc\ \ate of directors proposed by Parent.
See “— Certain Litigation” below.

HmcamemmmbmsoftheCompanyBoudoppoutheOtfermtthmpaedMergenhis
contemplated that the Voting Trust Agreement will provide that the Voting Trustee will seek to take any
action necessary to place a majority of its designees on the Company Board, including without limitation,
seeking to amend the Company Articles and the Company By-Laws to remove the provisions described
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above or to increase the number of seats available on the Company Board for its nominees and to solicit
proxies from the shareholders of the Company for use at the next annual meeting of the Company’s
shareholders for the purpose of removing current members of the Company Board and electing new
directors designated by the Voting Trustee.

The Offer does not constitute a solicitation of such proxies at any meeting of the Company’
shareholders. Any such solicitation which Parent or Purchaser may make will be made only pursuant to
separate proxy materials in compliance with the requirements of Section 14(a) of the Exchange Act.

The foregoing description of the Company Articles and the Company By-Laws is qualified in its
entirety by reference to the full text of the Company Articles and the Company By-Laws, copies of which
have been filed by the Company as exhibits to documents filed with the SEC and may be obtained in the
manner described in Section 8 (except that copies may not be available at regional offices of the SEC).

The Rights. The following is based upon the July 1989 Form 8-K, the Company’s Form 8-B, dated
as of September 25, 1995, and other amendments to the Rights Agreement filed with the SEC.

On July 19, 1989, the Board of Directors of CRC declared a dividend distribution of one Right for
each share of common stock of CRC and executed the Rights Agreement. Upon adoption by the
Company of a holding company structure on February 17, 1993, CRC assigned all of CRC’s title and
interest under the Rights Agreement to the Company. On October 2, 1995, one Right ' sas distributed with
respect to each outstanding SSOP Preferred Share. Under the Rights Agreement, each Right entitles the
holder to purchase one Coramon Share at an exercise price of $205.00, subject to adjustment. Based on
publicly available information, Purchaser believes that, as of October 24, 1996, the Rights were not
exercisable, Rights Certificates have not been issued and the Rights were evidenced solely by the Share
Certificates. A general sumrmary of certain provisions of the Rights and the Rights Agreement appears
below.

Under the Rights Agreement, as amended, until the close of business on the Distribution Date

(which is defined as the earlier of (i) 10 days following 2 public announcement that an Acquiring Person
has acquired, or obtained the right to acquire, beneficial ownership of 10% or more of the outstanding
Shares and (ii) 10 business days (or such later date as the Company Board shall determine) following the
commencement of a tender offer or exchange offer which would result in a person or group beneficially
owning 10% or more of the outstanding ‘share) the Rights will be evidenced by the Share Certificates and
will be transferred with and only with such Share Certificates. As soon as practicable after the Distribution
Date, Rights Certificates will b= mailzd to holders of record of the Shares as of the close of business on
the Distribution Date, and thereafter the separate Rights Certificates alone will evidence the Rights.

The Rights are not exercisable until the Distribution Date. The Rights will expire at the close of
business on September 20, 2005 unless earlier redeemed by the Company as described below.

In the event that the Company is acquired in a merger or consolidation in which the Company is not
the surviving corporation or S0% or more of the Company’s consolidated assets or earning power is sold
or transferred, each holder of a Right will thereafter have the right to receive, upon the exercise thereof
at then current exercise price of the Right, that number of shares of common stock of the acquiring
company which at the time of such transaction will have a value equal to two times the exercise price of
the Right.

In the event that an Acgriring Person becomes the beneficial owner of 10% or more of the
outstanding Shares, each holc.. of a Right will thereafter have the right to receive, upon exercise,
Common Shares (or, in certain circumstances, cash, property or other securities of the Company), having
a value equal to two times the exercise price of the Right.

At any time prior to the Distribution Date, the Company may redeem the Rights in whole, but not
in part, at the Redemption Price of $.005 per Right. Immediately upon the action of the Company Board
ordering redemption of the Rights, the Rights will terminate, and the only right to which the holders of
Rights will be entitled will be the right to receive the Redemption Price.

31




Until a Right is exercised, the holder thereof, as such, will have no rights as a shareholder of the
Company, including without limitation, the right to vote or to receive dividends.

The terms of the Rights may be amended by the Company Board without the consent of the holders
of the Rights; provided that from and after such time tbst an Acquiring Person becomes such, the Rights
may not be amended in any manner which wouid adversely affect the interests of holders of Rights or to
shorten or lengthen any time period under the Rights Agrecment.

Actions or determinations made by the Company Board in the administration of the Rights
Agreement require the concurrence of a majority of (and at least two) Continuing Directors. A
“Continuing Director” is a director who is not an Acquiring Person (or a representative or nominee
thereof), and who either (i) was 2 member of the Company Board prior to September 20, 1995 or (ii)
subsequently became 2 director of the Company and whose election or nomination for election is
approved or recommended by a majority of the then Continuing Directors.

Pursuant to the CSX Merger Agreement, the Company ha; amended the Rights Agreement to
render the Rights Agreement inapplicable to the CSX Offer, the CSX Proposed Merger and the other
transactions contemplated by the CSX Merger Agreement and the CSX Lockup Option Agreement and
to ensure, among other things, that CSX is not deemed to be an Acquiring Person and that a Distribution
Date does not occur by reason of suck agreements or transactions. The Company has also agreed in the
CSX Merger Agreement that it may not further amend the Rights Agreement without the prior consent
of CSX in its sole discretion.

‘Ihetoregoings.mmaryottheRightsAgreemcntdoanotpuxponwbeoompleteandisqualiﬁed
in its entirety by reference to the July 1989 Form 8-K, the full text of the Rights Agreement as an exhibit
thereto filed with the SEC, the Assignment, and subsequent amendments to the Rights Agreement as filed
with the SEC. Copies of these documents may be obtained in the manner set forth above.

Based on the foregoing, as a result of Purchaser’s public announcement of the Offer, the Rights will
become exercisable on a date no later than November 7, 1996, unless prior to such date the Company

Board redeems the Rights or amends the Rights Agreement or otherwise takes action thereunder t0 delay
the Distribution Date.

Purchaser believes that, under applicable law and under the circumstances of the Offer, including the
Company Board's approval of the CSX Merger Agreement and the transactions contemplated thereby,
theCompanwadkobﬁgawdbyiuﬁdudaryraponsibﬂiﬁanotwredeanmeRightsorrmderthe
Rights Agreement inzpplicable to any offer by CSX without, at the same time, taking such acticu as to
Parent.t.heOﬁerandthePrnpotedMerger,andthacitstaﬂumtodosowouldbeaviolationoflaw.ln
thePenmylvaniaUﬁgaﬁoumchaserisseeking,amongomerminp.wenjointheCompanyBoardfrom
takinganymchwtionortoinvalidatctheproviaionofthekightsAgxeementthatmaddedin
Sepwnber1995andwhichlhnitsthepowerofthec__,panyBoardtoredeemthekig.htswithoutvhe
approval of a majority of the Continuing Directors. See Section 15.

lftheRighuCondiﬁonisnotuﬁsﬁedandechasaeleas,initssolediscxeﬁon,towaivenwh
condition and consummate the Offer, and if there are outstanding Rights which have not been acquired
byhmham,chhamwmevduwisdmaﬁvs.Suchalwmaﬁvesmummdndepmchaﬁng
additional Rights in the open market, in privately negotiated transactions, in another tender or exchange
offer or otherwise. Any such additional purchase of Rights could be for cash or other consideration.
Under such circumstances, the Proposed Merger might be delayed or abandoned as impracticable. The
form and amount of consideration to be received by the holders of Shares in the Proposed Merger, if
cowusummated, might be subject to adjustment to compensate Purchaser for, 2mong other thi ~s, the costs
ofacquiringRightsandaponionofthepotenﬁaldilutioncostofRightsnotawnedbyPurchaserand,,s
afﬁliatesattheﬁmeofProposedMerger.lnsuchevent,tbevalucoftheconsidemtiontobeemhanged
for Sha:esinProposedMergereouldbesubstanﬁanylesthanthe consideration paid in the Offer. In
addition, Purchaser may elect under such circumstances not to consummate the Proposed Merger.

Uuummmmmmummmmmfwﬁam
smumrmsmwnmmm-wmumamsmu
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EWPMMSMhWM&MMIMth&HWM
for the Rights are not issued, a tender of Common Shares and ESOP Preferred Shares will also constitute

a tender of the associated Rights. See Sections 1 and 3.

ComﬁonoftheOﬂerkwndﬁoudupcmhemghshvhgbeenndemdbymeCompny
deoer:ombdmuﬁMhmwkmm&mmmmm
inapplicable to the Offer and to the Proposed Merger.

13. Dividends and Distributions. If, on or after the date of this Offer to Purchase, the Company
should (i) split, combine or ctherwise change the Shares or its capitalization, (ii) issue or sell any
additional securities of the Company or otherwise cause an increase in the number of outstanding
securities of the Company or (iii) acquire currently outstanding Shares or otherwise cause a reduction in
tae number of outstanding Shares, then, without prejudice to Purchaser’s rights under Sections 1 and 14,
Purchaser, in its sole discretion, may make such adjustments as it deems appropriate in the purchase price
and other terms of the Offer, including, without limitation, the amount and type of securities offered to
be purchased.

II,onorafterthedateofthisOﬁertoPurchase.theCompanyshonlddedareorpayanydividend
on the Shares, other than regular quarterly dividends, or make any distribution (including, without
limitation, the issuance of additional Shares pursuant to a stock dividend or stock split, the issuance of
othersean'itiesortheisuanceofn’ghtsforthepmcbaseofanysequitiu)withrespeawtheswesthat
ispayableordisnibutabletoshareholdenofreeordonadatepﬁortothetransfcrtothenameof
PurdmsaoriunonﬂneeoruansfereeonmcCampmy%nockmferrewraofmcSharspmdmsed
pmumtwtheOtfenthen.withoutprejudicetoPmchmr%ﬁghuunderSecﬁonslandl4,(i)the
purchmmieeperShzepoyablebmechaserpmuammtheOﬁerwiﬂberedwedbythcamountof
any such cash dividend or cash distribution and (i) any such non-cash dividend, distribution or right to
be received by the tendering shareholders will be received and held by such tendering shareholders for
theweountofPurchaserandwillberequiredtobeprompﬂyrcminedanduansfmedbyuchsuch
mdaingmuehomrwmebepodmmmemutofhm.ammpmmdbyappmpﬁaw
documentation of transfer. Pending such remitiance and subject to applicable law, Purchaser will be
entitledtoallrightsandpdvﬂegessowneroianysuchnon-cashdividenidimibuﬁonorrightmdmy
withholdtheenﬁrepmchuepﬁcemdedua&omthepmchuepﬁeetheamoumofvﬂuet.hereof.as
determined by Purchaser in its sole discretion.

14. Conditions of the Offer. Notwithstanding any other provisi ions of the Offer, and in addition to
(andnotinlimitaﬁonof)Pm'dmer’srighutoextendandamendtheOﬂ@tatanyﬁmeinitssole
discretion, Purchaser shall not be required to accept for payment or, subject to any applicable rules and
regulations of the SEC, including Rule 14e-1(c) under the Exchange Act (relating to Purchaser’s
obﬁgaﬁmwpayformrennnwnderedsmwompdyaﬁertauﬁmﬁonmwithdrmoftheOffer),
payfor,mdmydehytheacceptanceforpaymemoior.mbjecttothe restriction referred to above, the
paymentfor.anytenderedSlm'es,andmayterminatetheOtferastoanySharunotthenpaidfor.if,in
thesolejudgnentof?urchner(l)atorprionotheaph'ationoftheOtferanyoneormoreoftheVoting
Trust Approval Condition, the HSR Condition, the Financing Condition, *he Minimum Condition, the
Subchapter F Condition, the Rights Condition or the CSX Termination Condition has not been satisfied,
or(2)atanyﬁmeonorafter0aober24,1996andpriortotheacceptanceforpaymentofsm,any
of the following events shall c~sur:

(a)t.hereshallhavebeenthrenened,ins'itutedorpendingany ion, proceeding, application
or counterclaim before any court or governmental regulatory or administrative agency, authority,
wibunal or commission, domestic or foreign, by any government or governmental authority or agency
or commission, dommticortordgn,orbyanyotherperwn.domesﬁcortoreign (whether brought by
the Company, an affiliate of the Company or any other person), which (i) challenges or seeks to
challenge the acquisition by Parent or Purchase: or any affiliate of either of them of the Shares,
restrains, delays or prohibits or seeks to restrain, delay or prohibit the making of the Offer,
consummation of the transactions contemplated by the Offer or any other subsequent business
combination, restrains or prohibits or seeks ‘o restrain or prohibit the performance of any of the
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contracts or other arrangements entered into by Purchaser or any of its affiliates in connection with
the acquisition of the Company or obtains or seeks to obtain any material damages or ciherwise
directly or indirectly relating to the transactions contemplated by the Offer, the Proposed Merger or
any other subsequent tusiness combination, (ii) prohibits or limits or seeks to prohibit or limit
Parent’s or Purchaser’s ownership or operation of all or any portion of their or the Company’s
business or assets (including without limitation the business or assets of their respective affiliates and
subddiaries)ortooompelorseekstooompelParemorPurchasertodisposeoforholdseparateall
or any portion of their own or the Company’s business or assets (including without limitation the
businesormtsoftheirreepectiveafmiamandsubddiaﬂes)orimposesorseekstoimposeany
limitation on the ability of Parent, Purchaser or any affiliate of either of them to conduct its own
businesorownmdusetsasaresultofthemswﬁonscontcmphtedbythcOﬁeroranyother
subsequent business combination, (iii) makes or seeks to make the acceptance for payment, purchase
of.orpaymzntfor,someoralloftheSharespmuanttotheOfferortheProposedMergerillegalor
resultsinadelayin,orresuias,meabﬂityofParenthmchaser,orrendestaremorPurcham
umble,waweptforpayment,pwchaseorpayforsomeoralloftheSharesoxtooonsmmatethe
Proposed Merger, (iv) imposes or seeks to impose limitations on the ability of Parent or Purchaser
or any affiliate of either of them effectively to acquire or hold or to exercise full rights of ownership
of the Shares, including, without limitation, the right to vote the Shares purchased by them on an
equalbasiswithullothaSharesonallmattexsproperlypresenwdtotheshaxeholdersofthe
Company, (v) in the sole judgment of Parent or Purchaser, might adversely affect the Company or
anyofitssubsidiu’iesorafﬁmorParent,Pmchaser.oranyoftheirrapeaiveamlmesor
subsidiaries, (vi)inthesolejudgmentoﬂ’aremor?mchw,mightruultinadhninuﬁoninthevalue
oftheSharesorthebenzﬁtsexpeaedtobederivedbyParentoer’chaserasaresultofthz
transacﬁonscontemphwdbytheOﬁet.(vii)inthesolejudgmemofParentorPurehua,impomor
seeks to impose anymterialconditiontotheOfterunacceptabletol’arentor?urchaseror(viii)
otherwise directly or indirectly relates to the Offer, the Proposed Merger or any other business
combination with the Company;

(b) thercshal]beanyactionuken,oranystamte,nﬂe,reg\naﬁonororderorinjuncﬁonshall
bemghgpropoadenaﬂed.promﬂga%enta&mfm&dmdmdmbemeappﬁabkw
meOﬂa,merpuedMummoMmbwquembuﬁmmbhaﬁonbememy
mawmmmymmymamcmnymmmmmm
beennkemprowwdm&rumibymygwermenngmmwamhoﬁtymmhermgﬂnmy
mmm&wmmmmmmmmmmmmmmm
judgnmtof?arentorhn'd:mr.might,direa!yorindirectly,resultinmyofthecomquma
referred to in clauses (i) through (vii) of paragraph (a) above;

(c) any change (or any condition, event or development involving a prospective change) shall
haveocumedmbeenmreawnedinmebudnes.propaﬁu,m.ﬁabﬂiﬁa,apiuhum
shareholders’ equity, condition (financial or otherwise), operations, licenses, franchises, permits,

i ﬁons.reaﬂtsofoperaﬁommptospeasoftheCompanyormyoiiumbddiﬁiuor
afﬁliateswhich,inthesolejudgncmofl’arentoerchaser,isormybemteﬁnﬂyadvmtothz
Companyoranyofitssubsidiniuoraﬁliates,or?arentorhndnmshallhavebecomemeof
anytnawhich.inthcwlejndgmcmof?mtmw,hasmmyhavemmmadvm
:igniﬁcancewithrespeatoeithenhevalueoftheOompanyounyofiumbddiaﬁuorthzvalueof
the Shares to Parent or Purchaser;

(d)thcreshallhaveooamed(i)adeclaradonofabankingmoratoﬁumoranyaupenﬁonof
paymentsinrespectofbanksinthUnitedStates(whethexarnotmdawry).(ii)anylimiution
(whetherornotmandawry)byanygovemmentalauthoﬁtyoragencyon,orothcrevemwhich.in
mewkjudgmentofPuenthmthmmightaﬁeathemofaeditbybanhmom
lending institutions, (i) a commencement of a war, armed hostilities or other national or
international crisis directly or indirectly involving the United States, (iv) any significant change in
UniwdSmesormymherannncyachangemammynupemionoLorﬁmiuﬁonon,the
markets therefor (whether or not mandatory), (v) any signiﬁumadvenechmgeinthemarketprice
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oftheSharesorinthemriﬁesorﬁmdalmarketsofthcUnitedStates,or(vi)intheweofany
of the foregoing existing at the time of the commencemnent of the Offer, in the sole judgment of
Parent or Purchaser, a material acceleration or worsening thereof;

(e) other than the redemption of the Rights at the Redemption Price, the Company or any
subsidiary of the Company shall have, at any time after October 24. 1996, (i) issued, distributed,
pledged, sold or authorized, proposed or announced the issuance of or sale, distribution or pledge to
anypenonof(A)anysharescfitscapitalstock(otherthansalesorisuancespmuanttoOptions
outstanding on October 24, 1996 in accordance with their terms as disclosed on such date or
convenionsoftheESOPPrefenedSharesinacoordanceﬁththeirwrms)ofanyclm(induding
without limitation the Common Shares and the ESOP Preferred Shares) or securities convertible into
any such shares of capital stock, or any rights, warrants or options to acquire any such shares or
convertible securities or any other securities of the Company, or (B) any other securities in respect
of, in lieu of or in substitution for Common Shares and ESOP Preferred Shares outstanding on
October 24, 199, (ii) purchased, acquired or otherwise caused a reduction in the number of, or
propaedmoﬁ:redwpmchm,wqukemotbemkereduoemcnlmberoﬁmyomundin;
Common Shares, ESOP Prefeired Shares or other securities, {iii) declared, paid or proposed to
dedareorpayanydividendord'um’buﬁononanysm(ot.henhantheregularquanerlydividend
ontheCanmonShnunotinemoftheamoumpershare,andwithrecordandpaymentdaws,
inaceordancewitbrecemprwtice)oronmyESOPPrefenedShna(otherthanthereguhr
wmi-annualdividendontheESOPPrefaredShamnotinexa,sof:’.\eamonntpershﬂrepoytble
in accordance with recent practice) or on any other security or issued, authorized, recommended or
proposed the issuance or payment of any other distribution in respect of the Common Shares or the
mrhmsmwmwmmm.m&ammm(mdmm
propaedwaltermymtaialtamoianyoumandingsecuﬁty,(v)inanredanydebtotherthnin
m«mmammm:ﬁmmmmmywmmwm
aovmnts.(vi)hsued,soldorauthmizedmmomdmpropaedtbeisumoforalewmy
person of any debt securities or any securities convertible into or exchangeabie for debt securities or
nnyﬁghts,wmuoropﬁonsenﬁtlingtheholderthereoftopmchmorotherwisequireanydebt
sean'itietorincmredormoumdiuinwnﬁonwinaumydebtotherthanintheordimmu
oth:ﬁneuandmnﬁswntwithpmprwdce.(vﬁ)spﬁnmmbinedmotbmwor
authorized or proposed the split, coL:bination or other change of the Common Shares, the ESOP
PretaredShuumisapiuﬁuﬁm(viﬁ)aumoranmmmded,pmpaedmemaedhwm
pubﬁdynmmdiuhwntwminwmymwmﬁdaﬁon,ﬁqumm
buﬂmmmmmuidﬁonadkpodﬁonofamwﬁdmmofmmnmiﬁu,m
muerhlchangeiniuapmﬁndon.mywaim,mksemnﬁnqnﬂmmtofmymwdﬂm
rightsorcompanbletigbtoftheCompanyoranyofiu»ubﬁdiaﬁesormyagreementcommphﬁng
myoftheforegoingmmywmpanbkmtnmhmemcﬁmrymofmm.muknm
acﬁmmhpbzmtmynﬂm%mﬁmﬂywmm:mmmw«pubﬁdy
announced, (ix) transferred into escrow any amounts reguired to fund any existing benefit,
employment or severance agreements with any of its employees or entered into any employment,
mmmmﬁmﬂummnnmmentmphn\dmm/oﬁuempbyeammmhme
ordimrycomeofbutineuandconsinmtwimpmpracﬁceorenwredintoorammdedmy
agreements, arrangements or plans so as to provide for increased benefits to the employees as a resuit
oforinoonnecﬁonwiththemaaiomcontemplawobythcDKeroranyotherchangeincontrol
oftheCompany.(x)exceptumayberequiredbth,ukenanyactiontotermimteoramendany
employee benefit plan (as defined in Section 3(2) of ERISA) of the Company or any of its
subsidiaries, or Parent or Purchaser shall have become aware of any such action which was not
previously disclosed in publicly available filings, (xi) amended or proposed or authorized any
amendmentwisuﬁdaofincmponﬁmmbthsmﬁmﬂrmganinﬁonﬂdomu,(xﬁ)
autboﬁzed,recommended,proposedorenwedimoanyothermnudonuntinthcsolejudmt
ofParentoer’d:wcould,individuaﬂyorinthcaggregaw,adveneiyaﬂectthevalueoftheShna
toParentoer'chueror(:iii)ayeedinmitingorotha‘w’uetotakeanyoftheforegoingaaionsor
Parentoerdusershallhavelearnedabomanysuchacﬁonwhichhasnotpreviomlybeenpubﬁc!y
disclosed by the Company and also set forth in filings with the SEC;
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(f) the Company and Parent or Purchaser shall have reached an agreement or understanding
that the Offer be terminated or amended or Parent or Purchaser (or one of their respective affiliates)
shall have entered into a definitive agreement or an agreement in principle to acquire the Company
by merger or similar business combination, or purchase of Shares or assets of the Company;

(g) Parent or Purchaser shall become aware (i) that any material contractual right of the
Company or any of its subsidiaries or affiliates shall be impaired or otherwise adver ety affected or
that any material amount of indebtedness of the Company or any of its subsidiaries ~hall become
accelerated or otherwise become due prior to its stated due date, in either case with or wituout Lotice
ort.hehpseofﬁmeorboth,asarecultoftheuamacﬁouscomemphwdbythcOﬁerorthc Propc sed
Merger, or (i) of any covenant, term or condition in any of the Company’s or any of its subsidiaries’
instruments or agreements that are or may be materially adverse to the value of the Shares in the
hands of the Purchaser or any other affiliate of Parent (including, but not limited to, any event of
default that may ensue as a result of the consummation of the Offer, consummation of the Proposed
Merger or any other business combination or the acquisition of control of the Company); or

(b) Parent or Purchaser shall not have obtained any waiver, consent, extension, approval, action
or non-action from any governmental authority or agency (other than approval by the STB of the
acquisition of control of the Company) which in its judgment is necessary to consummate the Offer;

which,inthesolejudmentofhremox?urchaminanysuchmse.andregardlmofthedramunces
(indudinganyacﬁonorinuzionbyParemoerehaseroranyoftheiraﬁlim),;ivingrisewanysuch
condition, makes it inadvisable to proceed with the Offer and/or with such acceptance for payment or
payment. Parentmd?mdmerhavetherighttorelyonanywndiﬁonmfonhintheimmediately
meedhgunmbdngnﬁsﬁedhdemhhgwhe&erwwnmmwmcmma.ifhmt
or Purchaser asserts the failure of any such condition without relying on the exercise of its reasonable
judgment or some other objective criteria, Parent and Purchaser shall promptly disclose such assertion
andtheExpintionDatewillbe(and,itneouwy.wmbeemdedwbe)atleastﬁvebusinesdayuﬁer
the date of such disclosure.

The foregoing conditions are for the sole benefit of Parent and Purchaser and may be asserted by
Parent or Purchaser in their sole discretion regardless of the circumstances (including any action or
omissionbyParentoerchuer);ivingrisetoanysuchcondiﬁonso:mybewﬁvedbmetor
Pmd:uerintheirsolcdisaeﬁoninwholeorinpanatanyﬁmemdfromﬁmewﬁme.mfaﬂmeby
PmtorPurchuetatanyﬁmetoazrdseanyofthztoregoingﬁghts:hallnotbedeunedawxiverof
anymchﬁghtandewhnmhﬂghuhaﬂbedemdanongoingﬁgmwhichmybememdnmyﬁme
andﬁ'omﬁmztoﬁmz.AnydetcrmiuﬁonbytheParentorPurd;acrconmninganyeondiﬁcnormnt
described in this Section 14 shall be final and binding upon all parties.

15. Certain Legal Matters; Regulatory Approvals; Certsin Litigation.

General. Exeeptuothawkedixﬂaedherein.buedmareviewofpnbﬁdyavﬁhbkhformﬁon
by the Company with the SEC, neither Purchaser nor Parent is aware of (i) any license or regulatory
pcrmitthatappeanwbemawrialwthebusinusoftheCompanyandiumbddmies,ukenuawhole,
thatmighzbeadvcrsclyatfeaedbytheaaquisiﬁonofSharesbmetoerdmerpunmttotheOﬂer
or the Proposed Merger, respectively, or (i) any approval or other action by any goveirnmental,
administrative or regulatory agency or authority, domestic or foreign, that would be required for the
acquisitionorownenhipofswesbyhrentorPurchasetascomcmplawdhaein.Shmldanyswh
approval or other action be required, Parent and Purchaser currently contemplate that such approval or
actionwouldbesought.WhilePurchaserdoesnotmemlyintendtokhymeaceeptanceforpaymem
ofShareswnderedpmmtmtheOﬁe:pendingtbeoummeofmymchmm,mereunbeno
asurancet.haunysuchapprovaloraaion,ifneeded,wouldbeobuinedorwuldbeobtﬁnedwithom
substantial conditions or that adverse consequences might not result to the business of the Company,
Purchaser or Parent or that certain parts of the businesses of the Company, Purchaser or Parent might not
havetobedisposedofintheeventthatsuchapprovalswerenotobtainedoranyothcrwtiomwerenot
takenPnrchaser’sobligaﬁonundertthfietwacceptforpaymemandpayforSharuismbjeato
certain condiiions. See Section 14.

36




Anztrust.  Under the HSR Act and the rules thzt nave been promulgated thereunder by the FTC,
certain acquisition transactions may not be consummated unless certain information has been furnished
to the Antitrust Division of the Department of Justice (the “Antitrust Division™) and to the FTC and
certain waiting period requirements have been satisficd. The notice and waiting period requirements of
the HSR Act do not apply to the Offer ar . the Proposed Merger, provided that information and
documentary material filed with the STB in connection with the seeking of STB approval of the
acquisition by Parent of controi of the Company and its subsidiarizs are contemporaneously filed with the
Antitrust Division and the FTC. Parent intends to comply with these contemporaneous filing require-
ments and therefore believes that the notice and waiting period requirements of the HSR Act do not
applytotthtfcrandtheProposedMergaParentandPurchaserbelievethattheOﬁerandthe
ProposedMagerarenotsnbieato.orareexmptfrom.theHSRAa.Parentmdechaserwﬂlraquen
the Premerger Notification Office of the FTC to confirm this understanding.

STB ¥ _.iers; The Voting Trust. Certain activities of subsidiaries of the Company are regulated by
the STB. Provisions of subtitle IV, title 49 of the United States Code require approval of, or the granting
ofaav:cmpﬁontromapprova!by,thesmfortheacquisitionofconu-oloftwoormewriersmbjecc
‘o tae jurisdiction of the STB (“Carriers™) by a person that is not a Carrier and for the acquisition or
cratrol of a Carrier by a person that is not a Carrier but that controls any number of Carriers. STB
approval or exemption is required for, among other things, Purchaser’s acquisition of control of the
Company. Purchaser intends, simultaneous with the acquisition of the Shares pursuant to the Offer, to
deposit the Shares purchased pursuant to the Offer in the Voting Trust in order to ensure that Parent and
its affiliates do not acquire and directlycrindirectlyexcrdsecontroloverthecompmyanjitsa.ﬁliatu
pﬁmtoobtainingnmarymapprovaborexempﬁons.S'I'Bapprovalotthewquisiﬁonbyhrmtof
control of the Compary and its subsidiaries is not z condition to the Offer. The Offer is conditioned upon
the issuancebyt.hestaffoftheS'I'Bofaninfoxmal,nonbindingOPinion.withonttheilnposiﬁonofmy
conditions unacceptable to “'ter.thatthemeoftheVoﬁnngisoon:istentwithttholia’esoﬁhe
STB against unauthorized acquisitions of control of aregulated carrier. Parent will request the staff of the
STB to issie such an opinion. Under STB regulations that have beer: in effect since 1979, the STB staff
has the power to issue such opinions. The p: nosed Voting Trust Agreement is modeled closely upon
voting trus® :greements that have been approved by the STB. However, there can be no assurance that
the STB will not seek changes in, or request public comment regarding, the Voting Trust Agreement.

It is possible that the Department of Justice or railroad competitors of Parent and the Coray, “ny, or
othcm,mayarguet*athnchasershouldnotbepamimdwmethcvoﬁng:mmechminnwu;m
Shares prior to final STBapprovalofthexquiﬁﬁonofconﬂoloftheCompmyPtmbeﬁeven.is
mﬁkelythatmchargumenuwouldprwaﬂ,buttbereanbenommncehthkm nor can there
be any assurance that if such arguments are made. it will not cause delay in obtaining a favorable STB staff
opinion regarding the Voting Trust Agreement.

Pursuant to the terms of the proposed Voting Trust Agreemen t, it is expected that the Voting Trustee
would hold such Shares uxtil (i) the receipt of $.TB approval or (ii) the Shares are sold to a third party
or otherwise disposed of or (iii) the Voting Trust i; otherwise tezmina ted. It is expected that the Voting
TmstAgreementsubmittedtothestaﬂoftheS’I‘Btorapprova!wil!providethattheVoﬁnngsteewﬂl
have sole power to vote theSharen’ntheTrust.wmvotethoseShara'mfavoroftherposedMam.
and in favor of any proposal or action necessary or desirable to effect, or consistent with the effectuation
of, the Proposed Merger, and against any other acquisition transaction. will vote the Shares in favor of any
permitted disposition of the Shares and, on all other matters, will vote the Shares in proportion to the vote
of all other sharehoiders of the Company. It is exp= .od that the Voting Trust Agreement will contain
ceitain other terms aud conditions designed to ensaie that neither Purchaser nor Parent will control the
Company during the pendeacy of the STB proceediugs. In addition, it is expected that the Voting Trust
Agreement will provide that Purchaser or its succe ssor in interest will be entitled to receive any cash
dividends paid vy the Company.

STB Maners; Acquisivion »f Control.  Set forth below is information relating to approval by the STB
of the acquisition of control over the Company by Parent and Purchaser. Parent plans to file an
appiication (the “STB Application”) sceking approval of the STB for the acquisition of control over the

37




Company and its affiliates by Parent and its affiliates. Under applicable law and regulations, the STB will
hold a public hearing on such application, unless it determines that a public hearing is not necessary in the
public interest. In ruling on the STB Application, the STB is expected to consider at least the following:
(a) the effect of the proposed control transaction on the adequacy of transportation to the public; (b) the
effect on the public interest of including, or failing to include, other rail carriers in the area iuvoived in
the proposed transaction; (c) the total fixed charges that result from the proposed transaction; (d) the
interest of rail ca=ricr employees affected by the proposed transaction; and (e) whether the proposed
transaction would have an adverse effect on competition among rail carriers in the affected region or in
the national rail system. The STB has the authority to impose conditions on its approval of a control
transaction to alleviate competitive or other concerns. If such conditions are imposed, Pasent can elect to
consummate the control transaction subject to the conditions or can elect not to consummate the
transaction. Parent has indicated a willingness to agree to conditions to preserve rail competition.

Three of the five factors listed above are, in Parent’s view, unlikely to affect whether the STB
Application is approved by the STB. As to factor (b) — inclusion of orher carriers — in past rail merger
proceedings, requests for inclusion have rarely been made. As to factor (c) -— effect on fixed charges —
the capital structure of the resulting company will be sufficiently strong that this factor is unlikely, in
Parent’s view, to be given weight by the STB in deciding whether to approve a combination of the
CompanyandPuenLAstofaaor(d)—theinterwofaﬁectedcanieremployees—themhn
adoptedanandardsetofhborprowcﬁvewndiﬁonswhichithnpwinnilmgera.ndcontrol
transactions, and Parent expects that those conditions would be imposed upon the acquisition by Paren*
of control of the Company and that this would not affect approval of the transaction.

Astofactor(a)-—eﬁectontheadequacyofuanspomﬁon-andiacwr(e)—effeaonrail
oompetiu’on—-theMappﬁesapubﬁcinmestbalmdngminreviewingmﬂroadmcrgetsﬁkethe
proposed combination of Par~nt and the Company. On the one hand, the STB considers the public
beneﬁtsofthetnnswtior.intexmsofbetterserv’wetoshippers.efﬁdendes.eonuvinpmdthelike.On
the other hand, the STB zonsiders any public harms from the transaction. The principal harm of concern
totheS'I'B,andtheprim:'palisuethatislikelytoberaisedbypartiesopposingapprovalofamermof
Purchaser and the Com-sany or seeking the imposition of conditions thereto, is reduction in competition.
Inapplyingthepubﬁc:nterestbahndngmtheS‘TBisguidedbyCongress’imcnttoenoouragemergm,
consolidaﬁons,andfaintuseoffaa’liﬁesthattendtoraﬁonaliz,andimprovetheNation’snﬂsynem.

Parent is wiliing to provide competitive access to another railroad in appropriate situations. Such
accessmaytaketheformofyamoftnchgeﬁghtsovermﬂpmpaues' , or other forms, any of which
coulddiminishthevaluetoParentorthcCompanyofimraﬂpropexﬁes.neidenﬁtyofthenﬂroadm
railroadsthatwmbeproﬁdednwhcompeﬁﬁvem,mefmmsitwﬂluke.mdthemmnndwndiﬁom
m‘.:wouldapplythuetohavenotbemdewminedandwﬂlbembjeawnegoﬁaﬂmmmmy
hnpaemdenfommmemmgemms,whmteacheaswndiﬁmwmwamekopaed
Mcrgerandm.:yrequirethemodiﬁaﬁonofamhmangemensorrequkeothermmgemenuremding
rail competition or other aspects of the public interest, which could be more burdensome, as conditions
toi;sapprovaloftheacquisitionbyl’arentofcontmloftheCompany.

Parent intends to present to the STB its cas< that the acquisition of control of the Company by Parent
saﬁsﬁesthepublicinterestbahncingmFnst,Parentwmseektoshowthataoombinaﬁonofthe
Company and Parent has significant public benefits. Second, Parent will seek to show that a combination
of the Company and Parent, acpecially with competition-preserving conditions that Parent is prepared to
agree 1o, will create a more balanced competitive rail structure in the East, will have no significant acverse
effect on rail comretition, and indeed will strengthen such competition. While Parent will seek to present
ahigh.lypersuasivcease,therecanbenoassuraneethatthemApplicationwillnotbeduied.oxwm
not be granted subject to conditions that are so onerous that the acquisition by Parent of control of the

Company is not consummated.

Undcren‘stinglaw,tthTBisrequiredtoenteraﬁnalordcrwithmpecttothesmAppliation
within approximately 15 months after such application is accepted. However, the STB can process such
cases more quickly. Parent plans to ask the STB to adopt a more expedited schedule. Under existing lav,
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other railroads and other interested parties may seek to intervene tc oppase the STB Application or to
seek protective conditions in the eveut ayproval by the STB is granted. In addition, any apveals from the
STB final order might not be resolved for a substantial period of time after the entry of such order by the
STB.

Pending reccipt of the STB approval, it is expected that the business and operations of the Company
under the Trustee will be conducted in the usual and ordinary course of business, and thc Company's
employees and management will continue in their present positions.

Receipt of STB approval (other than approvai of the Voting Trust descril ed above) is not a condition
to consummation of the Offer or the Proposed Merger. If the STB approval is not obtsined or the STB
imposes uaacceptable conditions, Purchaser 'rill be required to use its best efforts to sell or otherwise
dispose of the Shares deposited in the Voting Trust after the STB order denying such approval becomes
final or Parent determines not to consummate the proposed control transaction becaase of unacceptable
conditions. In such case, Purciaaser would be entitled to any proceeds of such sale or other disposition.

State Takeover Statutes.  Various states throughout the United States have enacted takeover statutes
that purport, in varying degrees, to be applicable to attempts to acquire securities of corporations that are
incorporated or have assets, shareholders, executive offices or places of business in such states. In Edgar
v. Mite Corp., the Supreme Court of the United States held that the Illinois Business Takeover Act, which
involved state securities laws that made the takeover of certain corporations more difficult, imposed a
substantial burden on inzerstate commerce and therefore was unconstitutional. In CTS Corp. v. Dynamics
Corp. of America, however, the Supreme Court of the United States held that a state may, as a matter of
corporate law and, in particular, those laws concerning corporate governance, constitutionally disqualify
a potential acquiror from voting on the affairs of a target corporation without prior approval of the
remaining shareholders, provided that such laws were applicable only under certain conditions.

The Pennsylvania Takeover Disclosure Law (the “PTDL”) purports to regulate certain attemptr io
acquire a corporation which (1) is organized under the laws of Pennsyivania or (2) has its principa’ place
of business and substantial assets loca'=d in Pennsylvania. The PTDL requires, among other thiang;, that
the offeror, 20 days prior to any takeover offer, file a registration statement for the takeover offer with the
Pennsylvania Securities Commission (the “PSC™) and publicly disclose the offering price of the: discloseci
offer. However, in Crane Co. v. Lam, 509 F. Supp. 782 (E.D. Pa. 1981), the United States Districi Coust
for the Eastern District of Pennsylvania preliminarily enjoined, on grounds arising under the Unitad
States Constitution, enforcement of at least the portion of the PTDL involving the pre-offer waiting
period thereunder.

Chapter 25 of the PBCL contains other provisions relating generally to takeovers and acquisitions of
certain publicly owned Pennsylvania corporations such as the Company that have a class c- series of
sharesentitledwvo:egeneranyinthedeeﬁonofdireamregimedundatheﬁmhmgem@
ﬁeginaedmrpomﬁm”).mmwwmkagmaﬂmdmwyabbnﬁawdmyof
xnam&amofsuchdlapwr,anMwndedwbemplmmmwu:pladyadaesmﬁany
applicableaceptionsmuempﬁmmdisqmﬁﬁedhiﬁenﬁmtybymﬁumwthefuﬂmdanpm
25 of the PBCL.

In addition to other provisions not applicable to the Offer or the Proposed Merger, Subchapter D of
Chapter 25 of the PBCL includes provisions requiring approval of a merger of a register.:d corporation
with an “interested sharebolder” in which the “interested shareholder” is treated differently from other
shareholders, by the affirmative vote of the shareholders entitled to cast at least a majority of the votes
that all shareholders other than the interested shareholder are entitled to cast with respect to the
transaction without counting the votes of the interested shareholders. This disinterested slareholder
approval requirement is not applicable to a transaction (i) approved by a vote of the boar of directors,
without counting the votes of directors who are directors or officers of, or who have a material equity
interest in, the interested sharehoider, (ii) in which the consideration to be received by st.areholders is not
less than the highest amount paid by the interested shareholder in acquiring his shares, or (iii) effected
without submitting the Proposed Merger to a vote of sharehoiders as permitted in Section 1924(b)(1)(ii)
of the PBCL.
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Purchaser believes that the approval requirements under Subchapier D would not apply to the
Proposed Merger because, among other things, Purchaser expects that the value of the consideration
offered to the Company’s shareholders pursuant to the Proposed Merger would not be less than the
highest amount paid by Purchaser in acquiring Shares pursuant to the Offer. If the approval requirements
under Subchapter D were applicable to the Proposed Mergerz, the Proposed Merger would have to be
approved by the affirmative vote of the holders of a majority of the votes which all shareholders other
than Purchaser are entitled to cast. Purchaser reserves the right to chzllenge the applicability and validity
of Subchapter D.

Subchapter E of Chapter 25, among other things, governs “control transactions” (defined generally
asamsacﬁoninwhichaperwnacquiresatleastm/ofthevoﬁngpowerofaoorporaﬁon)involving
a “registered corporation” and provides that the shareholders of such corporation are entitled to demand
thattheybepddthefairvalueoftheirshares.Pm’smttoSubdmpterE.theminimnmvaluethe
shareholders can receive may not be less than the highest price paid per share by the control person within
mem:ypaiodmdngmmdmmgmedawofmewnuolumswdmmapemmtmc
value of the consideration offered to the Company’s shareholders pursuant to the Proposed Merger would
not be less than the highest amount paid by Purchaser in acquiring Shares pursuant to the Offer.

SubchaptaFofChapthSpmpmuuprombitmdercermindrmsmma“remed
corporation” from engaging in a “Business Combination” with an “Interested Shareholder” for a period
ofﬁveymfoﬂowingthedawmchpemnbmm“hwenedsweholder”m(i)beforesuch
pemvnbeameanInwrenedShareholda.theboaﬂofdireamofﬁwwtporaﬁmapprovedeithame
Business Combination or the transaction in which the Interested Shareholder became an Interested
Shareholder; (i) the Business Combinatior is approved by a majority vote of the corporation’s voting
sham.ommmmwmmnmswm,mmmm:memnmmme
Interested Shareholder became, and providad that at the time of such vote the Interested Shareholder is,
the beneficial owner of shares entitled to cast at least 80% of votes of the corporation, and the Business
Combination satisfies the “fair price” criteria (generally, the higher of (a) the highest price per share paid
bythelnteratedsweholdcrataﬁmewhentbeInterenedsweholderwasthcbeneﬁdalmetofat
ieastﬁvepqeentofthevoﬁngpowerofthccorponﬁonand(b)themarketvalueperslmeonthe
announcement date with respect to the Business Combination or on the Interested Shareholder’s
acquisitionda!e,whicbevaishigha.plus,inmyase.intetmandlesthevmofanydimibnﬁomon
theshares);(iii)theBnﬁnetsCombinaﬁonisappmvedbyanoftheholdmofthecuponﬁon‘s
wsnn&ngemonm;(W)meBuﬁnesCmbm&nkappxwedbyamajoﬁtywwofme
mﬁonsmmmomammwdbymmmww,mmmm
mmmmmmmmmwmmm(v)mnmm-
tionisapprovedbyamajoﬁtyvoteoﬂhecmporaﬁontvoﬁngshuesnoearlienhanﬁveymaﬁathe
Interested Shareholder became an Interested Shareholder and the Business Combination satisfies the
“fair price” criteria described above.

Subchapter F provides that during such five-year period the corporation may not engage in certain
business transactions with the Interested Sharcholder or any affiliate or associate thereof, including,
without limitation, (i) any merger, consolidation, share exchange or division of the corporation or any
subtidiaryofthecorponﬁon(a)withthelnterecwdShmholderor(b)with,invoMngorreadﬁngh\my
othereoxporationwhichis.oraﬁathemergu,eomolidaﬁon,shaxeexchangeordivisionwmldb«,an
affiliate or associate of the Y.terested Shareholder, (ii) any sale, lease, exchange, mortgage, pledge,
transfer or other disposition to or with an Interested Shareholder or any affiliate or associate thereof of
asetshavinganaggregaxemarkctvalueequaltoatlnnlO%oftheaggegatemarketvalueofallmets
on a consolidated basis or all outstanding shares, or representing at least 10% of the net income on a
consolidated basis, in each case of such business corporation, and (iii) other specified self-dealing
transactions between the corporation and an Interested Shareholder or any affiliate or associate thereof.

Under Subchapter F, the restrictions described above do not apply if, among other things, (i) the
wmomﬁmkoﬁginalwﬁﬁca&ofincmpmﬁonwnﬂhsaproﬁdmupreslyebcﬁngmtwbe
governed bySnbdlaptetF,(ﬁ)theboaxdofdh'eamofamrporaﬁonndoptedanamendmenttoits
by-laws by June 21, 1988 (and not subsequently rescinded by an amendment to the certificate of
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incorporation or by-laws) expressly clecting not o be governed by Subchapter F, or (iii) the corporation,
by action of its shareholders, adopts az. amendment to its certificate of incorporation ¢xpressly electing
not to be governed by Subchapter F, provided that, in addition to any other vote required by law, such
amendment to the certificate of incorporation must be approved by a majority of the corporation’s voting
shares, other than shares held by the Interested Sharcholders, which amen iment would not be effective
until 18 months after the vote of such shareholders and would not apply to any Business Combination
between the corporation and any person who became an Interested Shareholder prior to the effective
date of the amendment. The Company is not exempt from operation of Subchapter F by reason of any
of the foregoing exceptions.

Purchaser believes that, under applicable law and under circumstances of the Offer including the
Company Boards approval of the CSX Merger Agreement, the Company Board is obligated by its
fiduciary responsibilities to approve the Offer and the Proposed Merger for purposes of Subchapter F and
that its failure to do so would be a violation of law. Purchaser is hereby requesting that the Company
Board adopt a resolution approving the Offer and the Proposed Merger for purposes of Subchapter F as
promptly as it may do so without violating its obligations under the CSX Merger Agreement. In the
Pennsylvania Litigation, Purchaser is seeking, among other things, an order requiring the Compai y Board
to approve the Offer and the Proposed Merger and thereby render Subchapter F inapplical le. See
“Certain Litigation” below.

If Subchapter F applies to the Company, aad if Subchapter F is not invalid on its face or as applied
to the Proposed Merger (by action of the Company Board or otherwise), Subchapter F would prohibit,
among other transactions, consummation of the Proposed Merger for a period of five years after
consummation of the Offer.

Consumnstion of the Offer is conditioned upon Purchaser being satisfied, in its sole discretion, that
Subchapter F lws been complied with or is invalid or otherwise inapplicable to the Ofler and the Proposed
Merger.

Subchapter 25G of Chapter 25 of the PBCL, relating to “control-share acquisitions,” prevents under
certain circumstances the owner of a control-share block of shares of a registered corporation from voting
such shares unless a majority of the “disinterested™ shares approve such voting rights. Failure to obtain
such approval may result in a forced sale by the control-share owner of the control-share block to the
corporation at a possible loss. The Company Articles specifically provide that Subchapter G does not
apply to the Corapany.

Subchapter H of Chapter 25 of the PBCI,, relating to disgorgement by certain controlling
shareholders of a registered corporation, provides that under certain circumstances any profit realized by
a controlling person from the disposition of shares of the corporation to any person (including to the
corporation under Subchapter G or otherwise)} will be recoverable by the corporation. The Company
Articles specifically provide that Subchapter &5 does not apply to the Company.

Subchapter I of Chapier 25 of the PBCL entitles “eligible employees” of a registered corporation to
a lump sum payment of severance compensatior under certain circumstances if the employee is
terminated, other than for willful misconduct, within twc years after voting rights lost as a result of a
control-share acquisition are restored by a vote of disinterested shareholders (“Control-share Approval”)
or, in the event the termination was accomplished pursuant to an agreement, arrangement or understand-
ing with the acquiring person, within 90 days prior to Control-share Approval. Subchapter J of Chapter
25 of the PBCL provides protection against termination or impairment under certain circumstances of
“covered labor contracts” of a registered corporation as a result of a “business combination” transaction
if the business operation to which the covered labor contract relates was owned by the registered
corporation at the time voting rights are restored by shareholder vote after a control-share acquisition.
Subchapters I and J apply only in the event of a “control-share acquisition” specified in Subchapter G.
The Company Articles specifically provide that Subchapter G does not apply .0 the Company.

Section 2504 cf the PBCL provides that the applicability of Chapter 25 of the PBCL to a registered
corporation having a class or series of shares entitled to vote generally in the election of directors
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registered under the Exchange Act or otherwise satisfying the definition of a registered corporation under
Section 2502(1) of the PBCL shall terminate immediately upon the termination of the status of the
corporation as a registered corporation. Purchaser intends tc seek to cause the Company to terminate the
registration of the Shares under the Exchange Act as soon after consummation of the Proposed Merger
as the requirements for termination of the registration of the Shares are met.

Neither Purchaser nor Pa ¢ 1t has currently complied with any state takeover statute or regulation.
Purchaser reserves the right to challenge the applicability or validity of any state law purportedly
applicable to the Offer or the Proposed Merger and nothing in this Offer to Purchase or any action taken
in connection with the Offer or the Proposed Merger is intended as a waiver of such right. If it is asserted
that any state takeover statute is applicable to the Offer or the Proposed Merger and an appropriate court
does not determine that it is inapplicable or invalid as applied to the Offer or the Proposed Merger,
Purchaser might be required to file certain information with, or to receive approvals from, the relevant
state authorities, and Purchaser might be unable to accept for payment or pay for Shares tendered
pursuant to the Offer, or be delayed in consummating the Offer or the Proposed Merger. In such cze,
Purchaser may not be obliged to accept for payment or pay for any Shares tendered pursuant to the Ofter.

A number of other states have adopted laws and regulations applicable to attempts to acquire
securities of corporations which are incorporated, or have substantial assets, shareholders, principal
executive offices or principal places of business, or whose business operations otherwise have substantial
economic effects, in such states. Purchaser does not know whether any of these laws will, by their terms,
apply to the Offer and has not complied with any such laws. Should any persor seek to apply any state
takeover law, Purchaser will take such action as then appears desirable, which may include challenging the
validity or applicability of any such statute in appropriate court proceedings. In the event it is asserted that
one or more state takeover laws are applicable, and an appropriate court does not determine that such
law is, or such laws are inapplicable or invalid as applied to the Offer, Purchaser might be required to file
certain information with, or receive approvals from, the relevant state authorities. In addition, if enjoined,
Purchaser might be unable to accept for payment any Shares tendered pursuant to the Offer, or be
delayed in continuing or consummating the Offer. In such case, Purchaser may not be obligated to accept
for payment any Shares tendered. See Section 14.

Certain Litigation. On October 23, 1996, Parent, Purchaser and Kathry: B. McQuade, a share-
holder of the Company, filed a Complaint for Declaratory and Injunctive Relief (the “Complaint™) against
the Company, its directors and CSX in the United States Districc Court for the Eastern District of
Pennsylvania. The Complaint alleges, among other things, that the dsfeudants have breached their
fiduciary duties with respect to the Articles Amendment; that the defendants have breached their
ﬁdudaryduﬁeswimrapeamthemghswmtmtmeddendmuhavebmwhedtheirﬁduciary
duties with respect to Subchapter F of the PBCL; that the defendants have breached their fiduciary duties
with respect to certain lock-up provisions contained in the CSX Merge.r Agreement; that the “Continuing
Director” requirement of the Rights Agreement is void under Pennsylvania law and under the Company’s
Articles and By-laws and constitutes a breach of the director defendants’ duty of loyalty; that the
defendants have violated Sections 14 (a), (d) and (e) of the Exchange Act and the rules and regulations
prMgawdthaemdenmdmatmeCompanymdiudkeaonmestopped&omeﬁeauﬁngaukof
the Company without giving Parent an adequate opportunity to present its competing tender offer.

The plaintiffs seek declaratory relief and an order preliminarily and permanently enjoining the
defendants, their directors, officers, partners, employees, agents, subsidiaries and affiliates, ard all other
persons acting in concen with or on behalf of the defendants directly or indirectly, from: (a) commencing
or continuing a tender offer for Shares or other securities of the Company; (b) seeking the approval by
the Company’sshareholdersoftheArtidesAmendment.or.intheeventithasbeenapprovedbythe
Compary’s shareholders, from taking any steps to make the Articles Amendment effective; (c) taking any
action to redeem the Rights or render the Rights Agreement inapplicable as to any offer by CSX without,
at the same time, taking the same action as to the Offer; (d) taking any action to enforce the “Continuing
Drrector” requirement of the Rights Agreement; (e) 1aking any action to enforce the CSX Termination
Fee granted to CSX by the Compaay in the CSX Merger Agreement or the CSX Lockup Option
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Agreement; (f) failing to take such action as is necessary to exempt Parent's proposed acquisition of the
Company from the provisions of Subchapter F of the PBCL; and (g) holding the Pennsylvania Special
Meeting until all necessary corrective disclosures have been made and adequately disseminated to the
Company’s shareholders.

In addition, the piaintiffs seek compensatory damages, the costs and disbursements of the action and
such other and further relief as the court deems just and proper. The plaintiffs also moved on October 23,
1996 for an order granting expedited discovery and scheduling concerning their request for preliminary
injuncts lief

On October 24, 1996, the District Court set a hearing date for November 12, 1996 to hear arguments
concerning the plaintiffs’ request for a preliminary injunction.

16. Fees and Expenses. Except as set forth below, neither Parent nor Purchaser will pay any fees or
commissions to any broker, dealer or other Person for soliciting tenders of Shares pursuant to the Offer.
The Dealer Managers are acting in such capacity in connection with the Offer and are acting as financial
advisors to Parent in connection with its effort to acquire the Company. Parent has agreed to pay each of
the Dealer Managers an advisory fee of $2,500,0/) upon the making of the Offer. Upon the earliest to
occur of (i) the successful closing of any tender offer by Parent for securities of the Company (det:~d as
the acceptance for payment by Parent of a majority of the Company’s outstanding capital stock), (ii) the
execution of a definitive agreement providing for (a) any merger, consolidation, reorganization or other
business combination pursuant to which the business of the Company is combined with that of Parent or
one or more persons formed by or affiliated with Parent, including, without limitation, any joint venture
(a “Business Combination”), (b) the acquisition by Parent by way of a tender or exchanje offer,
negotiated purchase or other means of a majority of the then outstanding capital stock of the Company,
or (c) the acquisition by Parent of all or a substantial portion of the assets, revenues or income of the
Company (an “Asset Acquisition™), and (iii) the acquisition by Parent of control of the Company through
a proxy contest (a “Successful Proxy Contest”), Parent has agreed to pay each of the Dealer Managers
an additional advisory fee of $2,500,000. In addition, Parent has agreed to pay each of the Dealer
Managers a success fee of .125% of the aggregate transaction value (less any amount of any previously
paid advisory fees) upon the consummation of a Business Combination or Asset Acquisitioa. Parent has
also agreed to reimburse the Dealer Managers (in their capacities as Dealer Managers and fina:cial
advisors) for their reasonable out-of-pocket expenses, including the reasonable fees and expenses of their
legal counsel, incurred in connection with their engagement, and to indemnify such firms and certain
related persons against certain liabilities and expenses in connection with their engagement, including
certain liabilities under the federal securities laws. The Dealer Managers have rendered various
investment banking and other advisory services to Parent and its affiliates in the past and are expected to
continue to render such services, for which tivey have received and will continue to receive customary
compensation from Parent and its affiliates. The Dealer Managers and/or their affiliates, in their capacity
as Arrangers and/or Lenders, will also be receiving fees from Parent as described in Section 10.

Purchaser has retained Georgeson & Company Inc. to act as the Information Agent in connection
with the Offer. The Information Agent may contact holders of Shares and participants in the ESOP by
mail, telephone, facsimile, telegraph and personal interviews and may request brokers, dealers and otaer
nominee shareholders to forward materials relating to the Offer to beneficial owners of Shares. The
Information Agezc will receive reasonable and customary compensation for its services, will be
reimbursed for certain reasonable out-of-pocket expenses and will be indemnified against certain
iabilities and expenses in connection therewith, inciuding certain liabilities under the federal securities
laws.

In addidon, The Bank of New York has been retained as the Depositary. The Depositary has not
been retained to make solicitations or recommendations in its role as Depositary. The Depositary will
receive reasonable and customary compensation for its services, will be reimbursed for certain reasonable
out-of-pocket expenses and will be indemnified against certain liabilities and expenses in connection
therewith, including certain liabilities under the federal securities laws. Brokers, dealers, commercial
banks and trust companies will be reimbursed by Purchaser for customary mailing and handling expenses
incurred by them in forwarding offering material to their customers.

43




17. Miscellaneons.  Purchaser is not aware of any jurisdiction where the making of the Offer is
prohibitedbymyadnﬁnimaﬁvearjndidﬂacﬂonpmmtwanyvaﬁdmmmwﬁmrm
beoowameofanyvalidmmmteprohibiﬁn;thcmkmgoftheOtferorthewceptanceofthe
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or dealers which are licensed under the laws of such jurisdictioa.
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Parent and Purchaser have filed with the SEC the Schedule 14D-1, together with exhibits, pursuant
melu-BdemﬂmMWﬁmmwmmm.mﬂhgm
Mmmmmmwmommsmdmum,mdmymumw,my
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SCHEDULE I

INFORMATION CONCERNING THE DIRECTORS AND EXECUTIVE
OFFICERS OF PARENT AND PURCHASER

1. Directors and Executive Officers of Paremt. Set forth below is the name, current business
address, citizenship and the presert principal occupation or employment and material occupations,
positions, offices or employments for the p2a¢ five years of each director and executive officer of Parent.
Unless otherwise indicated, each person identified belcw is employzd by Parent. The principal address of
Parent and, unless otherwise indicated below, the current busincss address for each individual listed below
is Three Commercial Place, Norfolk, Virginia 23510. Direct s are identified by an asterisk. Each such
person is a citizen of the United States.

i gt ra and Five-Year Employment History

David R. Goode* Chairman, President and Chief Ex.cutive Officer (since Se; “aber
1992); President (from October 1991 to September 1992); and prior
thereto was Executive Vice President-Administration; Director,
Caterpillar, Inc. (since June 1993); Director, Georgia-Pacific
Corporation (since July 1992); Director, TRINOVA Corporation
(since January 1993); Director, Texas Instruments (since February
1996).
Vice Chairman (since October 1995); and prior thereto was Executive
Vice President-Marketing.
Executive Vice President-Law {since March 1996); and prior thereto
was Vice President-Law.
Executive Vice President-Transportation Logistics and President,
North American Van Lines, Inc. (since December 1992); Vice
President-Quality Management (from April 1991 to December 1992);
and prior thereto was Vice President-Material Management and
Property Services.
Executive Vice President-Marketing (since October 1995); Vice
President-Properties (from December 1992 to October 1995); and
prior thereto was Vice President and Controller.
Executive Vice President-Operations (since July 1994); Senior Vice
President-Operations (from October 1993 to July 1994); Vice
President-Strategic Planning (from December 1992 to October 1993);
and prior thereto was Vice President-Transportation; Director, TTX
Company (since January 1993).

Henry C. Wolf Executive Vice President-Finance (since June 1993); and prior thereto
was Vice President-Taxation; Director, Greater Norfolk Corporation
(since May 1994); Director, Shenandoah Life (since November 1995).

William B. Bales Serjor Vice President-International (since October 1995); Vice

110 Frankiin Rd., S.E Presid=at-Cozl Marketing (from August 1993 to October 1995); and
Roanoke, VA 24012 prior thereto was Vice President-Coal and Ore Traffic.

Paul N. Austin Vice President-Personnel (since June 1994); Assistant Vice
President-Personnel (from February 1993 to June 1994); and prior
thereto was Director-Compensation.




Name and Principal
Business Address

P
=~ .

John F. Corcoran
1500 K Street, NW,,
Suite 375
Washington, DC 20005

David A. Cox

Thomas L. Finkbiner

John W. Fox, Jr.
110 Franklin Rd., S.E.
Roanoke, VA 24042

Thomas J. Golian

Donald W. Mayberry
110 Franklin Rd., S.E.
Roanoke, VA 24042

James W. McClellan

Kathryn B. McQuade
110 Franklin Rd., S.E.
Roanoke, V2 24042

Vice President-Public Affairs (since March 1992); and prior thereto
was Assistant Vice President-Public Affairs.

Vice President-Properties (since Deczmber 1995); and prior thereto
was As-istant Vice President-Industrial Development.

Vice President-Intermodal (since August 1997); Senior Assistant Vice
President-International and Intermodal (frum April to August 1993);
and prior thereto was Assistant Vice President-International and
Intermodal.

Vice President-Coal Murtketing (since October 1995); Assistant Vice
President-Coal Marketing (from August 1993 to October 1945); and
prior theretc was General Manager Eastero Region.

Vice President (since October 1995); Executive Assistant to the
Chairman, President and Chief Exe.utive Ofiicer (from April 1993 to
October 1995); and prior thereto was Special Assistant to the
President.

Vice President-Public Affairs (since March 1992); and prior thereto
was Assistant Vice President-Public Affairs.

Vice President-Taxation (since June 1993); and prior thereto was
Assistant Vice President-Tax Counsel.

Vice President-Transportatior. & Mechanical (since December 1995);
Vice President-Transporiation (from June 1994 to December 1995);
Assistant Vice Presider (-Transportation (from October 1993 to June
1994); Assistant Vice President-Strategic Planning (from January
1993 to October 1993); Director Joint Facilities and Budget (from
March 1992 to January 1993); and prior thereto was Assistant
Terminal Superintendent-Transportation; Director, Beaver Street
Tower Company (since July 1994); Director, Norfolk and Portsmouth
Belt Line Railroad Company (since July 1994); Director, Belt Railway
Company of Chicago (since September 1994).

Vice President-Quality Management (since December 1992); Assistant
Vice President-Quality Manasement (from April 1991 to December
1992); and prior thereto was General Manager-Intermodal
Transportation Services.

Vice President-Research and Te.*s (since December 1995); and prior
thereto was Vice President-Mecha. -al.

Vice Pre’ dent-Strategic Planning (since October 1993); Assistant
Vice President-Ccrporate Planning (from March 1992 to October
1993); and prior thercto was Director-Corporate Development.
Vice President-Internal Audit (since December 1992); Director-
Income Tax Administration (from May 1991 to December 1992); and
prior thereto was Director-Federal Income Tax Administration.




i ﬂhhmm

Phillip R. Ogden
99 Spring Street, SW
Atlanta, GA 30303

Magda A. Ratajski
John P. Rathbone

William J. Romig

Donald W, Seale

Robert 5. Spenski
William C. Wooldridge
Dezora M. Martin
Gerald L. Baliles*

Hunton & Williams
951 E. Byrd St

Vice President-Information Technology (since October 1993); Vice
President-Employee Relations (from December 1992 to October
1993); Vice President-Personnel and Labor Relations (from February
to December 1992); Assistant Vice President-Stations, Terminals and
Transportation Planning (from March 1991 to February 1992); and
prior thereto was Senior Director Transportation Planning.

Vice President-Eagineering (since December 1992); and prior thereto
was Assistant Vice President-Maintenance; Director, Norfolk and
Portsmouth Belt Line Railroad Company (since December 1993).
Vice-President-Public Relations (since July 1984).

Vice President and Controller (since December 1992); and prior
thereto was Assistant Vice President-Internal Audit.

Vice President and Treasurer (since April 1992); and prior thereto
was Assistant Vice President-Finance.

Vice President-Merchandise Marketing (since August 1993); Assistant
Vice President-Sales and Service (from May 1992 to August 1993);
and prior theretc was Director-Metals, Waste and Construction.
Vice President-Labor Relations (since June 1994); and prior thereto
was Senior Assistant Vice President-Labor Relations.

Vice President-Law (since March 1996); prior thereto was General
Counsel-Corporate.

Corporate Secretary (since April 1995); Assistant Corporate Secretary
(from October 1993 to April 1995); and prior thereto was Assistani
Corporate Secretary-Planning.

Director (since 1990); Partner, Hunton & Williams (since 1990);
Director, Dibrell Brothers, Inc. (from March 1992 to March 1995).

Riverfrort Plaza, East Tower
Richmond, VA 23219-4074

Carroll A. Camybell, Jr.*
American Council of Life

Director (since July 1996); President and Chief Executive Officer,
American Council of Life Insurance (since January 1995); Governor
Insurance of South Carolina (from January 1987 to January 1995); Director,
1001 Pennsylvania Ave., NW. AVX (since July 1995), Director, FLUOR (since January 1995).
Washington, D.C. 20004

Gene R. Carter* Director (since 1992); Executive Director, Association for Supervision
Association for Supervision and Curriculum Development (since July 1992); Superintendent of
and Curriculum Development Schools, Norfolk, Virginia (from July 1983 to June 1992).

1250 N. Pitt Street
Alexandria, VA 22314-1403

L. E. Coleman*
14849 Trappers Trail
Novelty, OH 44072

Director (since 1982); Chairman, The Lubrizol Corporation (from
January 1996 to March 1996); Chairman of the Board and CEO (from
April 1982 to December 1995); Director, Harris Corporation (since
January 1985).




Name and Principal
Rusiness Address
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T. Marshail Hahn, Jr.*
Georgia-Pacific Corporation
P. O. Box 105605
Atlanta, GA 30348-5605

Landon Hilliard*
Brown Brothers Harriman &
Co.
59 Wall Street
New York, NY 10005

One Tower Bridge, Suite 501
Philadelphia, PA 19428

Jane Margaret O’Brien*
St. Mary’s College of

Maryland
St. Marys City, MD 20686

Harold W. Pote*
The Beacon Group
375 Park Ave., 17th Floor
New York, NY 10152

Director (since 1985); Homorary Chairman of the Board,
Georgia-Pacific Corporation (since December 1993), Chairman of
the Board (from May 1993 to December 1993), Chairman of the
Board and Chief Executive Officer (from February 1985 to May
1993); Director, SunTrust Banks, Inc. (since July 1984); Director,
Coca-Cola Enterprises (since 1987).

Director (since 1992); Partner, Brown Brothers Harriman & Co.
(since January 1979); Director, Owens-Corning Fiberglass Corporation
(since April 1989).

Director (since 1982); Chairman of the Philadelphia Contributionship
(since January 1996) Chairman and Chief cxecutive Officer, Penn
Virginia Corporation (from December 1988 to April 1992); Director,
Penn Virginia Corporation (from September 1952 to October 1992);
Director, Westmoreland Coal Company (from September 1952 to
June 1996); Director, Fidelity Bank, N.A. (a wholly-owned subsidiary
of First Fidelity Bancorporation) (from 1960 to January 19594);
Director, PICO Products, Inc. (since November 1994); Director, SKF
USA Inc. (a controlled subsidiary of Aktiebolaget SKF, Swedish
corpuration) (from January 1966 to March 1996).

Director (since 1986); Chairman and Chief Executive Officer, Norfolk:
Southern Corporation (from September 1991 to August 1992);
Chairman, President and Chief Executive Officer, Norfolk Southern
Corporation (from March 1987 to September 1991).

Director (since 1994); President, St Marys College of Maryland
(since July 1996); President, Hollins College (from July 1991 to June
1996); Dean of the Facuity, Middlebury College (from 1989 to 1991,
Directo1, Landmark Communications, Inc. (since 1994).

Director (since 1988); Partner, The Bescon Group (since April 1993);
President, PBS Properties, Inc. (since November 1990), President and
Chief Executive Officer, First Fidelity Bancorporation (from April
1984 to December 1988); Director, Turecamo Maritime, Inc. (from
June 1990 to June 1996).




2. Dicectors and Executive Officers of Purchaser. Set “~rth below is the name, current business
address, citizenship and the present principal occupation or empioyment and material occupations,
positions, cffices or employments for the past five years of each director and officer of Purchaser. Unless
otherwise indicated, each person identified below is employed by Purchaser and has held such position
since the formation of Purchaser on October 23, 1996. The principal address of Purchaser and, unless
otherwise indicated below, the current business address for each individual listed below is Three
Coramercial Place, Norfolk, Virginia 23510. Directors are identified by an asterisk. Each such person is
a citizen of the United States.

NI::‘M“ and Five- -:E-l-y-:tnnq

President; see part 1 above for five-year employment history.

Vice President and General Counsel; see part 1 above for five-year
employment history.

Vice President; see part 1 above for five-year employment history.
Vice President and Treasurer; see part 1 above for five-year
employment history.

Corporate Secretary; see part 1 above for five-year employment
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Facsimile copies of the Letter of Tranemictal, properiy completed and duly signed, will b2 accepted.
The Letter of Transmittal, certificates for the Shares and any other required documents sio.1ld be s* 2t by
each shareholder of the Company or his broker, dealer, commercial bank, trust compimy <r other
nominee to the Depositary as follows:

The Depositary for the Offer is:
The Bank of New York

By Mail: By Facsimile Transmission. By Hand or Overnight Courier:

Tender & Exchange Dep- stment  (for Eligible Institutions Only) Tender & Exchange Department
PO. Box 11248 (212) 815-6213 101 Barclay Street
Church Street Station Receive & Deliver Window
New York, New York 10286-1248 New York, New York 10286
For Information Telephone:
(800) 507-9357

Any questions or requests for assistance may be directed tc the Information Agent or the Dealer
Managers at their respective telephone numbers and locations listed below. Additional copies of the Offer
to Purchase, the Letter of Transmittal and the Notice of Guaranteed Delivery may be obtained from the
Information Agent at its address and telephone numbers set forth below. Holders of Shares may also
contact their broker, dealer, commercial bank or trust company or other ncminee for assistance

concerning the Offer.

The Information Agent for the Offer is:

e T

Wall Street Plaza
New York, NY 10005
Banks and Brokers Call Collect: (212) 440-9800
All Others Call Toll-Free: (800) 223-2064

The Dealer Managers for the Offer are:

J.P. Morgan & Co. Merrill Lynch & Co.
60 Wall Street World Financial Center
Mail Stop 2860 North Tower
New York, New York 10260 New York, New York 10281-1305
(800) 576-5070 (toll free) (212) 449-8211 (call collect)




Exhibit (a)(2)




Letter of Transmittal
To Tender Shares of Common Stock and
Series A ESOP Convertible Junior Preferred Stock
{Including, in each case, the associated Common Stock Purchase Rights)
of
Conrail Inc.
Pursuant to the Offer to Purchase, dated October 24, 1996
by
Atlantic Acquisition Corporation,
a wholly owned subsidiary
of

Norfolk Southern Corporation

THE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 12:00 MIDNIGHT, NEW YORK CITY TIME,
ON THURSDAY, NOVEMBER 27, 1996, UNLESS THE OFFER IS EXTENDED.

The Depositary for the Cffer is:
THE BANK OF NEW YORK

By Mail: By Facsimile Transmission: By Hand or Overnight Courier:

Tender & Exchange Department (for Eligible Institutions Only) Tender & Exchange Department
P.O. Box 11248 (212) 815-6213 101 Barclay Street
Church Street Station Receive & Deliver Window
New York, New York 10286-1248 New York, New York 10286
For Information Telephone:
(800) 507-9357

DELIVERY OF THIS LETTER OF TRANSMITTAL TO AN ADDRESS OTHER THAN AS SET FORTH ABOVE OR
TRANSMISSION OF INSTRUCTIONS V1A FACSIMILE OR TELEX TRANSMISSION OTHER THAN AS
SET FORTH ABOVE WILL NOT CONSTITUTE A VALID DELIVERY. YOU MUST SIGN
THIS LETTER OF TRANSMITTAL WHERE INDICATED FZLOW AND COM-
PLETE THE SUBSTITUTE FORM W-9 PROVIL'EZD BELOW.

THE IN5TRUCTIONS ACCOMPANYING THIS LETTER OF TRANSMITTAL
SHOULD BE READ CAREFULLY BEFORE THIS LETTER
OF TRANSMITTAL IS COMPLETED.

This Letter of Trunsmittal is to be completed by sharelolders of Cov:ail Inc. either if certificates evidencing Shares
Mmm(udnsde&edhelow)mwhfommvﬂ,uﬁoﬁvuyﬂsm“-ﬂumkwbemdeby
mmmmmwmumnmm«mumwwnm
am(ﬂ.w-mmrwmmuma-mmrmmmu
MMWWWHWfMTMM”M&eOMmW(sMW).
MMMWwaM-MMthmmmwM-MMFWM
does not constitute delivery to the Depositary.

HoldersofsmeswmberequiredtotenderoneRightforcachf\haxetenderedtoeffectavalidtenderofmchsm
Until the Distribution Date (as defined in the Offer to Purchase) occurs, the Rights are represented by and transferred with
theShars.Acoordingly,iftheDim’bnﬁonDatedoesnotoounpﬁormtheExpiraﬁonDate(sdeﬁnedintheOﬁerto
Pmthm),awnduofsweswﬂlwnsﬁmteatenderofthemodatedmgms_IIaDistxﬂ:mionDaxehasoccmedand(i)
Purchaser (as defined below) has waived that portion of the Rights Condition (as defined in the Offer to Purchase) requiring
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that a Distribution Date not have ocoiared and (i) separate certificates (“Rights Certificates”) have been distributed by the
Company (as defined below) to holders of Shares prior to the date of tender pursuant to the Offer to Purchase, Rights
Certificates representing a number of Rights equal to the number of Shares being tendered must be delivered to the
Depositary in order for such Shares tc be validly tendered. If a Distribution Date has ccurred and (i) Purchaser has waived
any portion of the Rights Condition (as defined in the Offer to Purchase) and (i) Rights Certificates have not been
distributed prior to the time Shares are tendered pursuant to the Offer to Purchase, a tender of Shares without Rights
constitutes an agreement by the tendering shareholder to deliver Rights Certificates representing a number of Rights equal
to the number of Shares tendered pursuant to the Offer to the Depositary within three business days after the date Rights
Certificates are distributed. Purchaser reserves the right to require that it receive such Rights Certificates prior to accepting
Shares for payment. Payment for Shares tendered and purchased pursuant to the Offer #0 Purchase will be made only after
timely receipt by the Depositary of, among other things, Rights Certificates, if sucu certificates have been distributed to
holders cf Shares. Purchaser will not pay any additional consideration for the Rights tendered pursuant to the Offer to
Purchase.

Shareholderr, whose certificates for Shares and, if applicable, Rights, arc not immediately available or who cannot deliver
such certificatcs and all other documents required hereby to the Depositary prior to the Expiration Date (as defined in
“Terms of the Offer; Expiration Date” of the Offer to Purchase) or who cannot complete the procedure for delivery by
book-entry transfer on a “imely basis and who wish to tender their Shares and Rights must do so pursuant to the guaranteed
delivery procedure described in “Procedures for Tendering Shares” of the Offer to Purchase. See Instruction 2.

J CHECK HERE IF TENDERED SHARES ARE BEING DELIVERED BY BOOK-ENTRY TRANSFER TO THE
DEPOSITARY’S ACCOUNT AT ONE OF THE BOOK-ENTRY TRANSFER FACILITIES AND COMPLEZTE

THE FOLLOWING:
Name of Tendering Institution:

Check Box of Applicable Book-Entry Transfer Facility:
[0  The Depository Trust Company
O  Philadelphia Depository Trust Company

Account Number

Transaction Code Number

[0 CHECK HERE IF TENDERED RIGHTS ARE BEING DELIVERED BY BOOK-ENTRY TRANSFER TO THE
DEPOSITARY’S ACCOUNT AT ONE OF THE BOOK-ENTRY TRANSFER FACILITIES AND COMPLETE

THE FOLLOWING:
Name of Tendering Institution:
Check Box of Applicable Book-Entry Transfer Facility:
J  The Depository Trust Company

O  Philadelphia Depository Trust Company

Account Number

Transaction Code Number




CHECK BYRE IF TENDERED SHARES ARE BEING TENDERED PURSUANT TO A NOTICE OF
GUARANTEED DELIVERY PREVIOUSLY SENT TO THE DEPOSITARY AND COMPLETE THE

FOLLOWING:

Name(s) of Registered Holae:(s):
Window Ticket No. \if any):

Date of Execution of Notice of Guaranteed Delivery:

Name of Institution which Guaranteed Delivery:
HDeﬁmedbyBook-EnuyM,CheckBoxofBook—EnuyTnnsferFacﬂity:
The Depository Trust Company
O  Philadelphia Depository Trust Company

Account Number

Transaction Code Number

O CHECKmElmemGEISAREBHNGTENDEREDPURSUANITOANOﬂCEOF
GUARANTEED DELIVERY PREVIOUSLY SENT TO THE DEPOSITARY AND COMPLETE THE

FOLLOWING:

Name(s) of Registered Holder(s):
Window Ticket No. (if any):

Date of Execution of Notice of Guaranteed Delivery:
Name of Institution which Guaranteed Delivery:

If Delivered by Book-Entry Transter, Check Box of Book-Entry Transfer Facility:
O The Trust Company
0  Philadelphia Depository Trust Company

Account Number

Transaction Code Number




DESCRIPTION OF SHARES TENDERED

Neame(s) and Address(es) of Registered Holder( Share Certificate(s) Tendered
(Pl-.e:’h,lhhk) " (MAMI&)I

Total Number of
Certificate Shares
Number(s)* By s)

Total Shares
Need not be completed by shareho iders tendering by book-eatry transfer.
i &“%Mhﬂlemﬂ&ﬂ%b@%w&%mmm

DESCRIPTION OF RIGHTS TENDERED
Name(s) and Address(es) of . Holder(s Rights Certificate(s) Tendered®
g~y tank) ; (M%Ih)l&a-r)
Total Number of

s)

Total Rights _
* If the tendered Rights are represented Rights i provide the certificate numbers of such Rights Certificates. Shareholders
mv&:wm&dumm ‘need to submit an ad .Sional Letter of Transmittal if Rights Certificates

** Need not be compieted by sharehalders tendering by book-entry transfer.
- u&mwmhwumummmmmmwmmm

The names and addresses of the registered holders should be printed, i not already printed above, exactly as they appear
o.*ﬁewﬁﬁumw&g&mmﬂak&hnmmwmmmmwsmwmm
that the undersigned wishes to tender should be indicated in the appropriate boxes.

NOTE: SIGNATURES MUST BE PROVIDED BELOW.
PLEASE READ THE INSTRUCTIONS SET FORTH IN THIS LETTER OF TRANSMITTAL CAREFULLY.




Ladies and Gentlemen:

The undersigned hereby tenders to Atlantic Acquisition Corporation, a Pennsyivania corporation (“Purchase. , and a
wholly owned subsidiary of Norfolk Southern Corporation, a Virginia corporation, the above described shares of common
stock, par value $1.00 per share (the “Common Shares™). or shares of Series A ESOP Convertible Junior Preferred Stock.
vithout par value “Jie “ESOP Preferred Shares” and, together with the Common Shares, the “Shares”), of Conrail Inc., 2
Pennsylvania corporation {the “Company”), including, in each case, the associated Common Stock Purchase Rights (the
“Rights”) issued pursuant to the Rights Agreement, dated as of July 19, 1989, as amended, between the Company and First
Chicago Trust Company of New York, as Rights Agent (the “Rights Agreement”), pursuant to Purchaser’s offer to purchase
all outstanding shares, including, in each case, the associated Rights, at 2 price of $100 per Share, net to the seller in cash,
upon the terms and subject to the conditions set forth in the Offer to Purchase, dated October 24, 1996 (the “Offer to
Purchase”), receipt of which is hereby acknowledged, and in this Letter of Transmittal (which, as amended from time to time,
together constitute the “Offer”). Unless the context reguires otherwise, all references herein to the Common Shares, ESOP
PnfemdShmorsmmmﬁemcdei;h&mdaﬂnfeumtotheRightsshnllindudcallheneﬁtstht
myinmtotheholdelsofﬂnkighnpummtothemghsmm

The undersigned understands that Purchaser reserves the right to transfer or assign, in whole at any time, or in part from
time to time, to one or more of its affiliates, the right to purchase all or any portion of the Shares and/or Rights tendered
pursuant to the Offer, but any such transfer or assignment will not relieve Purchaser of its obligations under the Offer and
will in no way prejudice the rights of tendering shareholders to receive payment for Shares validly tendered and accepted for
payment pursuant to the Offer.

Subject to, and effective upon, acceptance for payment of the Shares and Rights tendered herewith, in accordance with
the terms of the Offzr (including, if the Offer is extended or amended, the terms and conditions of any such extension or
amendment), the ur dersigned hereby sells. assigns and transfers to, or upon the order of, Purchaser all right, title and interest
in and to all the Shires and Rights that aze being tendered hereby (and any and all non-cash dividends, distributions, rights,
other Shares or other securities issued or issuable in respect thereof or declared, paid or distributed in respect of such Shares
on or after October 24, 1996 (collectively, “Distributions™)), and irrevocably appoints the Depositary the true and lawful
agent and attorney-in-fact of the undersigned with respect to such Shares, Rights and all Distributions, with full power of
substitution (such power of attorney being deemed to be an irrevocable power coupled with an interest), 10 (i) deliver
certificates for such Shares (individually, a “Share Certificate”), Rights and all Distributions, or transfer ownership of such

‘ares, Rights and all Distributions on the account books maintained by a Book-Entry Transfer Facility, together, in either
case, with all accompanyir.g evidence of transfer and authenticity to, or upon the order of Purchaser, (ii) present such Shares,
Rights and all Distributicns for transfer on the books of the Company and (iii) receive all benefits and otherwise exercise all
rights of beneficial ownership of such Shares, Rights and all Distributions, all in accordance with the terms of the Offer.

If, on or after October 24, 1996, the Comg any should declare or pay anymshorstod:dividendorothadism’buﬁonon
(other than regular quarterly cash dividends), or issue any rights (other than the Rights), or make any distribution with
respect to, the Shares thau is payable or distributal e to shareholders of record on a dute prior to the transfer o the name
of Purchaser or its nowinee or transferee on th: Company’s stock transfer records of the Shares accepted for payment
pursuant to the Offer, taen, subject to the provisions of Section 13 of the Offer to Purchase, (i) the purchase price per Share
payablebmechaserpusuanttotheOﬁerwidbereduwdbythcamountofanysuchashdividendox cash distribution and
(ii) any such non-cash Jividend, distribution orﬁghttobereeeivedbythetendeﬁngshareholderwillbe received and held
by such tendering shareholder for the account of Purchaser and will be required to be remitted promptly and transfeited by
each such tendering shareholder to the Depositary for the account of Purchaser, accompanied by appropriate documentation
of transfer. Pending such remittance, Purchaser will be entitled to all rights and privileges as owner of any such non-cash
dividend, distribution or right and may withhold the entire purchase price or deduct from the purchase price the amount of
value thereof, as determined by Purchaser in its sole discretion.

By executing this Letter of Transmittal, the undersigned irrevocably appoints David R. Goode, James C. Bishop, Jr. and
Henry C. Wolf as proxies of the undersigned, each with full power of substitution, to the full extent of the undersigned’s rights
with respect to the Shares andRightszenderedbythemdcrsigned and accepted for payment by Purchaser (and any and all
Distributions). All such proxies shall be considered coupled with an interest in the tendered Shares and Rights. This
appointment will be effective if, when, and caly to the extent that, Purchaser accepts such Shares and Rights for payment
pursuant to the Offer. Upon such acceptance for payment, all prior proxies given by the undersigned with respect to such
Shares, Rights, Distributions and other securities will, without further action, be revoked, and no subsequent proxies may be
given. The individuals named above as proxies will, with respect 1o the Shares, Righs, Distributions and other securities for

vhich the appointment is effective, be crapowered (subject to the terms of the Voting Trust Agreement (as defined in the
oﬁenopurchase)solongasitshallbeincﬁectwithtupectwtheswes)toexerdseanvoﬁngandotherﬁgbtsofthe
undersigned as thev in their sole discretion may deem proper at any annual, special, adjourned or postponed meeting of the
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Companykshareholdm,bywﬁttenoonsentoro&erwise,and?urchuermervesLheri;httorequretha,inordertor
Shares, Rights, Distributions or other securities to be deemed validly tendered, immediately upon Purchaser’s acceptance for
payment of such Shares and Rights, Purchaser o1 Purchaser’s designee mustbeablctouerdsefunvoﬁngﬁghtswithrupea
to such Shares and kughts.

The undersigned hereby represents and warrants that the undersigned bas full power and authority to tender, sell, assign
and transfer the Shares and Rights tendersd hereby and al) Distributions, that the undersigned own(s) the Shares and Rights
lenderedherebymdthat,whensuchSkmesandRigbtsanwceptedforpaymembyPurchner,Purchuerwinaaquiregood.
market:ble and unencumbered title thereto and to all Distributio ,ﬁ'eeanddearofaﬂliens.rutricﬁons,chmmd
enambmces.mdthatmncofmchShm,RighsandDimibnﬁomﬁnbembjeatoanyadvmeda'm.'l‘henndeniped,
ummmmemmmmmuwmemmeumm

inrespectoftheShuenndR.ights
summmmmozwmmmmmumﬁwmmmmmum
ofeachsuchDisu-ibntionandmyud&holdthemﬁrepurchmpﬁuofmesmmmmwebymdedua
from:uchpmchmptice.theamomtorvdueofmchDimibnﬁonsdeteminedbmechminiusoledkacﬁon

Noa.ttboﬁtyhaeinemferredorasreedwbeconfenedshaubeaﬁeaedby,andallsuduuthority:hallumive,the
m«wqammmmwumofmmmmmmubm;mmm.
mmwmmem,th,mmmﬂm
mmmswuummmomuww,mmmwmmwmsmmmmm
pumnntwtheoﬁermybewithdnwnatanyﬁmcpﬁorwtheirmptmcetorm

mwwmma&mndMupmtwmymof&emwm
“Procedures for Tendering Shares” of the Offer to Purchase and ju i
acceptance of the terms and conditions of the Offer. Purchase s

Ummwmmmmmw%mrm:mmwlmmumwm
pmmwxmmmMShnumwnwwamwpmhﬁe
ws)dmwws)mmmwofmrm"sm,mm
indi “Special Delivery Ins“ructions,”

M”Mmﬁtmmmmﬁu

not purchased, by crediting the account at the

recognizes that Purchaser has no obligation, pursuant to the

from the name of the registered holder(s) thereof if Purchaser
torpaymentanyoftheShuuorRizhumiendheteby.




SPECIAL PAYMENT INSTRUCTICNS
(See Instructions 1, 5, 6 and 7 of this
Letter of Transmittal)

To be completed ONLY if certificates for Shares
and/or Rights not tendered or not purchased and/or the
check 1. the purchase price of Shares and/or Rights
puxchased.‘retobeisuedinthemmeofwmeoneother
than tie undersigned, or if Shares and/or Rights deliv-
ered by book-entry transfer which are not purchased are
1o be returned by credit to an account maintained at a
Book-Entry Transfer Facility other than that designated
above.

Issue check and/or certificates to:

Name

(Please Print)
Address

(Zip Code)

(Taxpayer ldentification or Social Scourity Neuper)
(Also Compiete Substiv.>e Form W-9 selow)

O Credit unpurchased Shares zad/or Rights delivered
Fy book-entry transfer o the Book-Entry Transfer
Facility account set forth below:

Check appropriate box:
O Tue Depository Trust Company
[Z Philadelphia Depository Trust Company

(Accosnt Number)

¢ "JECIAL DELIVERY INSTRUCTIONS
(See Instructions 1, 5, 6 and 7 of this
Letter of Transmittal)

To be completed ONLY if certificates for Shares
and/or Rights not tendered or not purchased and/or the
check for the parchase price of Shares and/or Rights

are to be sent to someone other than the
undenigned,ortotheundenignedatanaddmvmher
than that shown above.




SIGN HERE
{Complete Substitute Form W-9 on R="erse)

(Signature(s) of Holder(s))

signed by registered holder(s) exactly as name(s) appear(s) on Common or ESOP Preferred stock

security position listing or by person(s) authorized to become registered holder(s) by certificates and

mwmmuﬁmMekbym,emm,Mmmmdhm,mmmm-ﬁa.oﬁxn

ofcorponﬁommmhenac&ngin:ﬁduduymrepruenuﬁveapadty,plempmvidethefollowinginfonmtion.See
Instruction 5 of this Letter of Transmittal.)

Name(s)

(Plesse Print)

Capacity (full title)
Address

Area Code and Telephone Number

Tax Identification or Social Security No.
(Complete Sabstitate Form W-9 on Reverse)

GUARANTEE OF SIGNATURE(S)
(See Instructions 1 and S of this Letter of Transmittal)




INSTRUCTIONS
Forming Part of the Terms and Conditions of the Offer

1. Guarantee of Signatures. Except as otherwise provided below, all signatures on this Letter of Transmittal must be
guaranteed by a firm which is a bank, broker, dealer, credit union, savings association, or other entity that is a member in good
standing of the Securities Transfer Agents Medallin Program (each, an “Eligible Institution™). No signature guarantee is
required on this Letter of Transmittal (a) if this Letter of Transmittal is signec! by the regisiered holder(s) (which term., for
purposes of this document, shall include any participant in a Book-Entry Transter Facility whose name appears on a security
position listing as the owner of Shares or Rights) of Shares and/or Rights tendered herewith, unless such holder(s) has
completed either the box entitled “Special Delivery Instructions” or the box entitled “Special Payment Instructions” on the
reverse hereof, or (b) if such Shares or Rights are tendered for the account of an Eligible Institution. See Instruction 5. If
a certificate evidencing Shares and/or Rights (a “Certificate”) is registered in the name of a person other than the signer of
this Letter of Transmittal, or if payment is to be made, or a Certificate not accepted for payment or not tendered is to be
returned, to a person other than the registered holder(s), then the Certificate must be endorsed or accompanied by
appropriate stock powers, in either case signed exactly as the name(s) of the registered hoider(s) appear(s) on the Certificate
with the signature(s) on such Certificate or stock powers guaranteed as desciived above. See Instruction 5.

2. Delivery of Letter of Transmital and Share Certificates. This Letter of Transmittal is to be used either if Certificates
are to be forwarded herewith or if Shares and/or Rights are to be delivered by book-entry transfer pursuant to the procedure
set forth in “Procedures for Tendering Shares” of the Offer to Purchase. Centificates evidencing all tendered Shares and/or
Rights, or confirmation of a book-entry transfer of such Shares and/or Rights, if such procedure is available, iato the
Depositary’s account 2t one of the Book-Entry Transfer Facilities pursuant to the procedures set forth in “Procedures for
Tendering Shares” of the Offer to Purchase, together with a properly completed and duly executed Letter of Transmittal (or
facsimile thereof) with any required signature guarantees o1, in the case of a book-entry transfer, an Agent's Message, as
defined below) and any other documents required by this Letter of Transmitt
of its addresses set forth on the reverse hereof prior to i
Date” of the Offer to Purchase). If Certificates are forwarded
and duly executed Letter of Transmittal must accompany each such delivery. Shareholders whose Certificates are not
immediately available, who cannot deliver their Certificates and all other required documeants to the Depositary prior to the
Expiration Date or who cannot complete the procedure for delivery by book-entry transfer on a timely basis may tender their

Shares or Rights pursuant to the guaranteed delivery procedure described in “Procedures for Tendering Shares” of the Offer
to Puichase. Pursuant to such procedure: (i)mchwndermustbemdebyonhmugh an Eligible Institution; (ii) a properly
completedanddulyexeanedNoﬁeeoqumwedDeﬁvery.subsunﬁauyinmefcmproﬁdedbyrmchuerhereﬁth,mun
bereccivedbytheDepodmyptiorwtheExpinﬁonDaw;and(iii)intheweofagwtnteeofSharesorRigms,the
Ceniﬁates,inpmperto:mfonnmfet,onoonﬁrmnimofabook-enu'ymsferofmchsumormghn,ifmchprowdm

Depositary’s account at one of the Book-Entry Transfer Faci'ities, together with a properly completed

theNoﬁeeowauwedDeliwxy,alludmibedin
“Agent%Mesage”mewamge.tmnniuedbyaBook-EnnyTnmierhdﬁtyto,mdrewivedbytheneposiuryand
forming a part of a Book-Entry Cor.firmation, which states that such Book-Entry Transfer Facility has received an express
acknowledgment from the participant in such Book-Entry Transfer Facility tendering the Shaces or Rights, that such
partidpanthasreoeivedandagreuwbebomdbythewrmsofthisLenetomennindmdthmym
such agreement against the participant.
mwumaumdwmummmmmm
wqm-mmtmhnmmmuﬂuummdumm
uwwwmmmwuwumswmwmmmm
Mmmsmmmmmmmumawmmm

Noaltemative,eonditionaloreonﬁngenttendenwmbeawepwdandnomcﬁonﬂShuestighuwmbepwm
Byexewﬁonofthislgtterof'l'nnsminal(orafaaﬁnﬂehereof).aﬂwnderingshamholdmwaiveanyﬂgmwreceivemy
notice of the acceptance of their Shares or Rights for payment.

3. Inadequate Space. 1f the space provided herein under “Description of Shares Tendered” is inadequate, the
Certiﬁmenmbers,thenumbetofSharesorRightsevideneedbymchCexﬁﬁrataandthenmberotsmornights
-endered should be listed on a separate schedule and attached hereto.

4. Partial Tenders. (Not applicable to shareholders who tender by book-entry transfer.) If fewer than all the Shares
orMsmwmymmﬁmwmmmhmeumhereby,ﬁllinthenumberof
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Shares or Rights which are to be tendered in the box entitled “Number of Shares Tendered.” In such cases, new Certificate(s)
evidencing the remainder of the Shares or Rights that were evidenced by the Certificates delivered to the Depositary
herewith will be sent to the person(s) signing this Letter of Transmittal, unless otherwise provided in the box entitled “Special
Delivery Instructions,” as soon as practicable after the expiration or termination of the Offer. All Shares or Rights evidenced
by Certificates delivered to the Depositary will be deemed to have been tendered unless otherwise indicated.

S. Signatures on Letter of Transminal; Stock Powers and Endorsements. If this Letter of Transmittal is signed by the
registered holder(s) of the Shares or Rights tendered hereby, the signature(s) must correspond with the name(s) as written
on the face of the Certificates evidencing such Shares or Rights without alteration, enlargement or any other change
whatsoever. sl

If any Shares or Rights tendered hereby is owned of record by two or more persons, all such persons must sign this Letter
of Transmittal.

If any of the Shares cr Rights tendered hereby are registered in the names of different holders, it will be necessary to
complete, sign and submit as many separate Letters of Transmittal as there are different registrations of such certificates.

If this Letter of Transmittal is signed by the registered holder(s) of the Shares or Rights tendered Lereby, no
endorsements of Ceutificates or separate stock powers are required, unless payment is to be made 1o, or Cornificates
evidencing Shares or Rights not tendered or not purchased are to be issued in the name of, a person other than the registered
hoider(s), in which case, the Certificate(s) evidencing the Shares or Rights tendered hereby must be endorsed or
accompanied by appropriate stock powers, in either case signed exactly as the name(s) of the registered holder(s) appear(s)
on such Certificate(s). Signatures on such Certificate(s) and stock powers must be guaranteed by an Eligible Institution.

If ti- Vetter of Transmittal is signed by a person other than the registered holder(s) of the hares or Rights tendered
hereby, the Share or Rights Certificate(s) evidencing the Shares or Rights tendered hereby must be endorsed or accompanied
by appropriate stock powers, in either case signed exactly as the name(s) of the registered holder(s) appear(s) on such
Certificate(s). Signatures on such Certificate(s) and stock powers must be guaranteed by an Eligible Institution.

If this Letter of Transmittal or any Certificate(s) or stock power is signed by a trustee, executor, administrator, guardian,
attorney-in-fact, officer of a corporation o1 other person acting in a fiduciary or represeutative capacity, such person should
so indicate when signing, 2nd proper evidence satisfactory to Purchaser of such person’s authority so to act must be submitted.

Wsmhﬁm&hwﬂmhmyfummmwhmmmCettﬁote(s)
evidencing the shares tendered hereby.

7. Special Payment and Delivery Instructions. IfaehecktorthepmchasepﬁeeofmyShmoxRightstendered
berebyistobeisued,orCern‘ﬁcate(s)evidencingSharesorRigmsnottenderedornotpnrchasedmtobeissued,inthe
nameofapersonothe'thanthepenon(s)signingthisLetteroannmiaalordsuchdxeckmanymchCertiﬁateistobe
sent to someone o'uer than the person(s) signing this Letter of Transmittal or to the person(s) signing this Letter of
Transmittal but at an address other thzn that shown in the box entitled “Description of Shares Tendered,” the appropriate
boxes on this Letter of Transmittal must be ccmpleted. SharaorRightstenderedhmbybybook—entry transfer may request
that Shares or Rights not purchased be credited to such account maintained at a Book-Entry Transfer Facility as such
shareholder may designate in the box entitled “Special Payment Instructions” on the reverse hereof. If no such instructions
are given, all such Shares or Rights not purchased will be returned by crediting the account at the Book-Entry Transfer
Facility designated on the reverse hereof as the account from which such Shares or Rights were delivered.

8. Requests for Assistance or Additional Copies. Requests for assistance may be directed to the Information Agent or
the Dealer Managers at their respective addresses or telephone numbers set forth below: Additional copies of the Offer to
Purchase, this Letter of Transmittal, the Notice of Guaranieed Delivery and the Guidelines for Certification of Taxpayer
Identification Number on Substitute Form W-9 may be obtained from the Information Agent or the Dealer Managers or from
brokers, dealers, commercial banks or trust companies.

9. Substitute Form W-9. Each tendering shareholder is required to provide the Depositary with a correct Taxpayer
Identification Number (“TIN™) on the Substitute Form W-9 which is provided under “Important Tax Information” below, and
to certify, unde: venaities of perjury, that such number is correct and that such shareholder is not subject to backup

76




withholding of federal income tax. If a tendering sharehoider has been notified by the Internal Revenue Service that such
shareholder is subject to backup withholding, such shareholder must cross out item (2) of the Certification box of the
Substitute Form W-9, uniess such sharehcider has since been notified by the Internal Revenue Service that such shareholder
is no longer subject to backup withholding. Failure to provide the information on the Substitute Form W-9 may subject the
tendering shareholder to 31% federal income tax withholding on the payment of the purchase price of all Shares or Rights
purchased tiom such shareholder. If the tendering:hareholderhasnotbeenisuedam and has applied for one or intends
1o apply for one in the near future, such shareholder should write “Applied For” in the space provided for the TIN in Part
1 of the Substitute Form W-9, and sign and date the Substitute Form W-9. If “Applied For” is written in Part I and the
Depositary is not provided with a TIN within 60 days, the Depositary will withhold 31% on all payments of the purchase price
10 such shareholder until 2 TIN is provided to the Depositary.

10. Lost, Destroyed or Stolen Certificates. 1f any certificate(s) representing Shares or Rights has been lost, destroyed
orstolen,theshareholdershouldprmnpﬂynoﬁfytheDeposiury.‘I‘he:hareholderwilllhenbeinmnaedastomestzpsdm
mustbeukeninordcrtorephcethecuﬁﬁate(s).ﬁisLeneroannminalandrdateddomnumnotbepmeased
until theprowdurutmrephdnglottordemoyedcerﬁﬁamhavebeenfonowed

monmmmaw(muﬂm,mmywummm-y

muuwm(mﬁummm«mﬁmammm

u.mmumwmummmu
Ezpmnm(sm-ummrm).




IMPORTANT TAX INFORMATION

Under the federal income tax law, a shareholder whose tendered Shares or Rights are accepted for payment is required
by law to provide the Depositary (as payer) with such sharehoider’s correct TIN on Substitute Form W-9 below. If such
shareholder is an individual, the TIN is such shareholder’s social security number. If the Depositary is not provided with the
correct TIN, the shareholder may be subject to a $50 penalty imposed by the Internal Revenue Service. In additicr ,ayments
that are made to such shareholder with respect to Shares or Rights purchased pursuant to the Offer may be subject to backup
withholding of 31%.

Certain shareholders (including, among others, all corporations and certain foreign individuals) are not subject to these
backup withholding and reporting requirements. In order for a foreign individual to qualify as an exempt recipient, such
individual must submit a statement, signed under penalties of perjury, attesting to su~d individual’s exempt status. Forms of
such statements can be obtained from the Depositary. See the enclosed Guidelines for C:rtification of Taxpayer Identification
Number on Substitute Form W-9 for additional instructions.

If backup withholding applies with respect to a shareholder, the Depositary is required to withhold 31% of any payments
made to such shareholder. Backup withholding is not an additional tux. Rather, the tax liability of persons subject to backup
withholding will be reduced by the amount of tax withheld. If withhiolding results in an overpayment of taxes, a refund may
be obtained from the Internal Revenue Service.

Purpose of Substitute Form W-9

To prevent backup withholding on payments that are made to a shareholder with respect to Shares or Rig"t< purchased
pursuant to the OLier, the shareholder is required to notify the Depositary of such shareholder's correct TIN by completing
the form below certifying (a) that the TIN provided on Substitute Form W-9 is correct (or that such shareholder is awaiting
a TIN), and (b) that (i) such shareholder has not been notified by the Internal Revenue Service that such shareholder is
subject to backup withholding as a result of a failure to report all interest or dividends or (ii) the Internal Revenue Service
has notified such sharehoider that such shareholder is no longer subject to backup withholding.

What Number to Give the Depositary

The shareholder is required to give the Depositary the social security number or employer identification number of the
record holder of the Shares or Rights tendered hereby. If the Shares or Rights are in more than one name or are not in the

1ame of the actual owner, consult the enclosed Guidelines for Certification of Taxpayer Identification Number on Substitute
Form W-9 for additional guidance on which number to report. If the tendering shareholder has not been issued a TIN and
has applied for a number or intends to apply for a number in the near future, the shareholder should write “Applied For”
in the space provided for the TIN iz Part I, and sign and date the Substitute Form W-9. If “Applied For” is written in Part
I and the Depositary is not provided with 2 TIN within 60 days, the Depositary will withhold 31% of all payments of the
purchase price to such shareholder until a2 TIN is provided to the Depositary.




PAVER’S NAME: , as Depositary

SUBSTITUTE Part ] — PLEASE PROVIDE YOUR TIN IN THE BOX AT
w 9 RIGHT AND CERTIFY BY SIGNING AND DATING BELOW.
Form -

Department of the Treasury
Internal Revenue Service

PART U — For Payes From Wi ing see the enclosed Guidelines and as
} r Paye~s Exempt Backup Withholding, complete

Cert, Sication — Under 1,enalties of perjury, I certify that:
(1) mmrﬁcmmt&msmmTmeNmbu(ma
I 'entification N mmber has not been issued 1o me sitber (a) I have
%@mw:‘:ma_ r Identification Nu:
( ) or Socia Security Adn ¢
mml:’nwmudomm
days, reportable payments to me
number), and i

mailed or delivered
Internal

(2) 1am o= subject to withholding because (a) I am exempt
not “een notified by the that I am subject to withholding
i srest or divi or (¢) the IRS has notified me

CER1 IFICATE INSTRUCTIONS — You must cross out item (2)
IRS tiat you are subject to backup wi iding because of
retwa. However, ing notified by the IRS that

: are no T to
,mg).gm;.;mhmxmsﬁn)

SIGNATURE DATE

NOTE: FAILURE TO COMPLETE AND RETURN THIS FORM MAY RESULT IN BACK UP WITHHOLDING OF
31% OF ANY PAYMENTS MADE TO YOU PURSUANT TO THE OFFER. } LEASE REVIEW THE
ENCLOSED GUIDELINES FOR CERTIFICATION OF TAXPAYER IDENTIFICATION NUMBER ON

SUBSTITUTE FORM W-9 FOR ADDITIONAL DETAALS.
QuecﬁonsamdreqmtorasismeeoraddiﬁonalwpiesoftheOﬁertoPurchase.beuaoannsuﬁmlandother
wnderoﬁermnuhkmybedixeaedwthelnformaﬁonworthebea‘ r Manager as set forth below:

The Infon..ation Agent for the Offer is:

SR

e e

Wall Street Plaza
New York, New York 10005
(800) 223-2064 (To..-Free)
Banks and Brokers Call: (212) 440-9800 (Coliect)

The Dealer Managers for the Offer are:

J.P. Morgan & Co. Merrill Lynch & Co.

60 Wall Street World Financial Center

Mail Stop 2860 North Tower
New York, New York 10260 New York, New York 10281-1305

(800) 576-5070 (toll free) (212) 449-8211 (call collect)
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Notice of Guaranteed Delivery
for
Tender of Shares of
Common Stock and Series A ESOP Convertible Junior Preferred Stock
(Including, in each case, the associated Common Stock Purchase Rights)
of

Conrail Inc.

to
Atlantic Acquisition Corporation,
a wholly owned subsidiary of
Norfolk Southern Corporation
(Not To Be Used For Signature Guarantees)

This Notice of Guaranteed Delivery, or one substantially in the form hereof, must be used to accept the Offer (as defined
below) if (i) certificates (“Share Certificates”) evidencing shares of common stock, par value $1.00 per share (the “Common
Shares™), or shares of Series A ESOP Convertible Junior Dreferred Stock, without par vaiue (the “ESOP Preferred Shares”
and, together with the Common Shares, the “Shares”), of Conrail Inc., 2 Fennsylvania corporation (the “Company”),
including the associated Common Stock Purchase Rights (the “Rights”) itsued pursuant to the Rights Agreement, dated
July 19, 1989, as amended, between the Company and First Chicago Trust Company o/ New York, as Rights Agent (the
“Rights Agreement”), are not immediately available, (i) time will not permit all required documents to reach The Bank of
New York, as Depositary (the “Depositary”), prior to the Expiration Date (as defined in the Offer to Purchase) or (iii) the
procedure for book-entry transfer cannot be completed on a timely basis. All references herein to the Common Shares,
ESOP Preferred Shares or Shares include the associated Rights. This Notice of Guaranteed Delivery may be delivered by
hand or transmitted by telegram, facsimile transmission or mail to the Depositary. See “Procedures for Tendering Shares” of
the Offer to Purchase.

The Depositary for the Offer is:
THE BANK OF NEW YORK

By Hand or by
By Mail: By Facsimile Transmission: Overnight Delivery:
Tender & Exchange Department (for Eligible Institutions Only) Tender & Exchange Department
P.O. Box 11248 (212) 815-6213 101 Barclay Street
Church Street Station Receive and Deliver Window
New York, New York 10286-1248 New York, New York 10286
For Information Telephone:
(800) 507-9357

DELIVERY OF THIS NOTICE OF GUARANTEED DELIVERY TO AN ADDRESS OTHER THAN AS SET
FORTH ABOVE, OR TRANSMISSION OF INSTRUCTIONS VIA FACSIMILE TRANSMISSION OTHER THAN AS
SET FORTH ABOVE, WILL NOT CONSTITUTE A VALID DELIVEKY.

‘lhisfomisnottobeuedwmmmwnuipmmonlmofwandndtobem
wmwm”mmmmmmemmmhuww
pmvﬁdhmmmﬂmelmdw




Ladies and Gentiemen:

The undersigned hereby tende:s to Atlantic Acquisition Corporation, a Pennsylvania corporation and a wholly
owned subsidiary of Norfolk Southern Corporation, a Virginia corporation, upon the terms and subject to the
condiﬁonssetforthintheOﬁenoPmuhue,datedchberu,1996(the“0tfertol’urchue”),andtherehtedl.etter
oannsmiml(which.asamendedfmmdmetoﬁme.wsﬂhercomﬁtutethe“Otfer”),receiptofeachofwhichis
hcrebyacknoudedged,tbenumberotShuaspedﬁedbelowptmmtwthegumnteeddelive:yprowdurudecaibed
in “Procedures for Tendering Shares” of the Offer to Purchase.

Number of Shares (including the associated Rights):
Name(s) of Record Holder(s)

Address(es):

Area Code and Tel. No.:
Certificate No(s). (if available)

GleckONEboxifsmorm'mbelendﬂedbybookﬂuym
0 The Depository Trusi Company

O] Philadelphia Depository Trust Company
Signature(s):




GUARANTEE
(Not To Be Used For Signature Guarantee)

The undersigned, 2 member firm of a registered national securities exchange, a member of the National
Association of Securities Dealers Inc. or a commercial bank or trust company having an office or correspondent in the
United States, hereby guarantees delivery to the Depositary, at one of its addresses set forth above, of certificates
evidencing the Shares and Rights tendered hereby in proper form for transfer, or confirmation of book-entry transfer
of such Shares and Rights into the Depositary’s accounts at The Depository Trust Company or the Philadelphia
Depository Trust Company. mn each mwithdeﬁveryofapropeﬂycompletedmddulyexewwdunerofhmsmitul
(or facsimile thereof) wach any required signature guarantees, or an Agent's Message (as defined in “Acceptance for
Payment and Payment for Shares” of the Offer to Purchase), and any other documents required by the Letter of
Transmittal, (x) in the case of Shares, within three New York Stock Exchange, Inc. trading days after the date of
execution of this Notice of Guaranteed Delivery, or (y) in the case of Rights, within a period end%.g the latter of (i)
three New York Stock Exchange, Inc. trading days after the date of execution of this Notice of /;uaranteed Delivery
or (ii) three business days after the date Rights Certificates are distributed to shareholders.

TheEligibleInsﬁtutionthateompletesthisfommmtcommnniutethegwanwemthcneposiwymdmun
deliver the Letter of Transmittal and certificates for Shares and Rights to the Depositary within the time period shown
herein. Failure to do so could result in financial loss to such Eligible Institution.

Name of Firm:

Name:

Title:
Date __. 199

NOTE: DO NOT SEND CERTIFICATES FOR SHARES OR RIGHTS WITH THIS NOTICE. SUCH
CERTIFICATES SHOULD BE SENT WITH YOUR LETTER OF TRANSMITTAL.
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Offer to Purchase for Cash
All Outstanding Shares
of
Common Stock and Series A ESOP Convertible Junior Preferred Stock
(including, in each case, the associated Common Stock Purchase Rights)
of

Conrail Inc.

at

$100 NET PER SHARE
by

Atlantic Acquisition Corporation,
a wholly owned subsidiary of

Norfolk Southern Corporation

THE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 12:00 MIDNIGHT, NEW YORK CITY TIME
ON THURSDAY, NOVEMBER 21, 1996 UNLESS THE OFFER IS EXTENDED.

October 24, 1996

To Brokers, Dealers, Commercial Banks,
Trust Companies and Other Nominees:

We have been engaged by Atlantic Acquisition Corporation, a Pennsylvania corporation (“Purchaser”) and a wholly
medmbddWdemfokSwﬁmCmponﬁomaWﬁﬁacmpmﬁm(‘Pm").wnsmmmmh
connection with Purchaser’s offer to purchase all outstanding shares of (i) common stock, par value $1.00 per share (the
“Common Shares”), and (ii) Series A ESOP Convertible Junior Preferred Stock, without par value (the “ESOP Preferred
Shares” and, together with the Common Shares, the “Shares”), of Conrail Inc., a Pennsylvania corporation (the “Company”),
includinaineachase.t.hewodawdComonStockPurchmRighu(the“Righu”)hmedpunmttommm
Agreemznt.dated]uly19,lm,wmwwmmeCommnymdFRnQiQmeCompanyofNewYork,sRighu
Agent (asmded,the“RightsApeanent")atapriceofnmpersmwtotheuugrinmh,uponthemmand
subjecttotheoondiﬁonssetiorthintheOﬁermedme,daudanbuﬂ.l%(the“Oﬂamedzm’),mdthemmed
I.ztterof‘rranmittal(M,smmmwm,mmmu“m”)wm

Unlesst.heMghnmredemedpﬁmwmzﬁxphaﬁmDm(udeﬁnedhtheOﬁawm)dmeommm
ofShaxeswillberequiredwtenderoneanodzwdkigmforucbsmwnwedinmderweﬂeaamidtenderofmch
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respect thereto. If the Distribution Date has occurred and Purchaser has waived that portion of the Rights Condition
requiring that a Distribution Date not have occurred and Rights Certificates have not been distributed prior to the time
Shares are purchased pursuant to the Offer, Rights may be tendered prior to a shareholder receiving Rights Certificates by
use of the guaranteed delivery procedure described in Section 3 of the Offer to Purchase. In any case, a tender of Shares
constitutes an agreement by the tendering shareholder to deliver Rights Certificates representing 2 number of Rights equal
to the number of Shares tendered pursuant to the Offer to the Depositary within three business days after the date that Rights
Certificates are distributed. Purchaser reserves the right to require that the Depositary receive Rights Certificates, or a
Book-Entry Confirmation, if available, with respect to such Rights prior (o accepting the relating Shares for payment
pursuant to the Offer if the Distribution Date has occurred prior to the Expiration Date.

If a shareholder desires to tender Shares and Rights pursuant to the Offer and such shareholder’s Share Certificates (as
defined in the Offer to Purchase) or, if applicable, Rights Certificates are not immediately available (including, if the
Distribution Date has occurred and Purchaser waives that portion of the Rights Condition requiring that a Distribution Date
not have occurred, because Rights Certificates have not yet been distributed) or time will not permit all required documents
to reach the Depositary prior to the E~piration Date or the procedure for bo~k-entry transfer cannot be completed on a
timely basis, such Shares o Rights m:y nevertheless be tendered according to _ie guaranteed deliver procedures set forth
in Section 3 of the Offer to Purchase. See Instruction 2 of the Letter of Transmittal. Delivery of documents to a Book-Entry
Transfer Facility (as defined in the Offer to Purchase) in accordance with the Book-Entry Transfer Facility’s procedures does
not constitute delivery to the Depositary.

THE OFFER IS CONDITIONED UPON, AMONG OTHER THINGS, (1) THE RECEIPT BY PURCHASER,
PRIOR TO THE EXPIRATION OF THE OFFER, OF AN INFORMAL WRITTEN OPINION IN FORM AND
SUBSTANCE REASONABLY SATISFACTORY TO PURCHASER FROM THE STAFF OF THE SURFACE TRANS-
PORTATION BOARD (THE “STB"), WITHOUT THE IMPOSITION OF ANY CONDITIONS UNACCEPTABLE TO
PURCHASER, THAT THE USE OF A VOTING TRUST IN CONNECTION WITH THE OFFER AND THE
PROPOSED MERGER (AS DEFINED IN THE OFFER TO PURCHASE) IS CONSISTENT WITH THE POLICIES
OF THE STB AGAINST UNAUTHORIZED ACQUISITIONS OF CONTROL OF A REGULATED CARRIER, (2)
THE RECEIPT BY PURCHASER, PRIOR TO THE EXPIRATION OF THE OFFER, OF AN INFORMAL
STATEMENT FROM THE PREMERGER NOTIFICATION OFFICE OF THE FEDERAL TRADE COMMISSION
THAT THE TRANSACTIONS CONTEMPLATED BY THE OFFER AND THE PROPOSED MERGER ARE NOT
SUBJECT TO, OR ARE EXEVMPT FROM, THE HART-SCOTT-RODINO ANTITRUST IMPROVEMENTS ACT OF
1976, AS AMENDED (THE “HSR ACT"), OR, IN THE ABSENCE OF THE RECEIPT OF SUCH INFORMAL
STATEMENT, ANY APPLICABLE WAITING PFRIOD UNDER THE HSR ACT HAVING EXPIRED OR BEEN
TERMINATED PRIOR TO THE EXPIRATION OF THE OFFER, (3) PARENT AND PURCHASER HAVING
OBTAINED, PRIOR TO THE EXPIRATION OF THE OFFER, ON TERMS REASONABLY ACCEPTABLE TO
PARENT, SUFFICIENT FINANCING TO ENABLE CONSUMI4ATION OF THE OFFER AND THE PROPOSED
MERGER, (4) THERF. BEING VALIDLY TENDERED AND NOT FROPERLY WITHDRAWN PRIOR TO THE
EXPIRATION OF THE OFFER A NUMBER OF COMMON SHARES AND ESOP PREFERRED SHARES WHICH
TOGETHER CONSTITUTE AT LEAST A MAJORITY OF THE SHARES OUTSTANDING ON A FULLY DILUTED
BASIS, (5) PURCHASER BEING SATISFIED, IN ITS SOLE DISCRETION, THAT SUBCHAPTER F OF CHAPTER
25 OF THE PENNSYLVANIA BUSINESS CORPORATION LAW KAS BEEN COMPLIED WITH OR IS INVALID
OR OTHERWISE INAPPLICABLE TO THE OFFER AND THE PROPOSED MERGER, (6) THE RIGHTS HAVING
BEEN REDEEMED BY THE BOARD OF DIRECTORS OF THE COMPANY OR PURCHASER BEING SATIS-
FIED, IN ITS SOLE DISCRETION, THAT SUCH RIGHTS ARE INVALID OR OTHERWISE INAPPLICABLE TO
THE OFFER AND THE PROPOSED MERGER AND (7) PURCHASER BEING SATISFIED, IN ITS SOLE
DISCRETION, THAT THE PREVIOUSLY ANNOUNCED AGREEMENT AND PLAN OF MERGER BETWEEN
THE COMPANY AND CSX CORPORATION HAS BEEN TERMINATED IN ACCORDANCE WITH ITS TERMS

OR OTHERWISE.

For your information and for forwarding to your clients for whom you hold Shares registered in your name or in the
name of your nominee, or who hold Shares registered in their own names, we are enciosing the following documents:

1. Offer to Purchase, dated October 24, 1996;
2. Letter of Transmittal to be used by holders of shares in accepting the Offer and tendering Shares and Rights;

3. Notice of Guaranteed Delivery to be used to accept the Offer if the certificates evidencing such Shares and Rights
are not immediately avaiiable or time will not permit all required documents to reach the Depositary prior 1o the
Expiration Date or the procedure for book-entry transfer cannot be completed on a timely basis;

4. A letter which may be sent to your clients for whose accounts you hold Shares registered in your name or in the
name of your nominees, with space provided for obtaining such clients’ instructions with regard to the Offer;
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5. Guidelines of the Internal Revenue Service for Certification of Taxpayer Identification Number on Substitute
Form W-9; and

6. Return envelope addressed to the Depositary.

Upon the terms and subject to the conditions of the Offer (including, if the Offer is extended or amended, the terms and
couditions of any such extension or amendment), Purchaser will purchase, by accepting for payment, and will pay for, all
Shares (and, if applicable, Rights) validly tendered prior to the Expiration Date promptly after the later to occur of (i) the
Expiration Date and (i) the satisfaction or waiver of the conditions set forth in “Conditions of the Offer” of the Offer to
Purchase. For purposes of the Offer, Purchaser will be deemed to have accepted for payment, and thersby purchased,
tendered Shares and Rights if, as and when Purchaser gives oral or written notice to the Depositary of Purchaser’s acceptance
of such Shares and Rights for payment. In all cases, payment for Shares and Rights purchased pursuant to the Offer will be
made only after timely receipt by the Depositary of (i) the certificates evidencing such Shares and Rigats or timely
confirmation of a book-entry transfer of such Shares and Rights, if such procedure is available, into the Depositary’s account
at The Depository Trust Company or the Philadelphia Depository Trust Company pursuant to the procedures set forth in
“Procedures for Tendering Shares” of the Offer to P rchase, (ii) the Letter of Transmittal (or facsimile thereof), properly
completed and duly executed, or an Agent’s Message (as defined in the Offer to Purchase) and (iii) any other documents
required by the Letter of Transmittal.

Purchaser will not pay any fees or commission; (o any broker or dealer or any other person (other than the Dealer
Managers and the Information Agent as described in “Fees and Expenses” of the Offer to Purchase) in connection with the
solicitation of tenders of Shares and Rights pursuant to the Offer. Purchaser will, however, upon request, reimburse you for
cv ..omary mailing and handling expenses incurred by you in forwarding the enclosed materials to your clients.

Purchaser will pay any stock transfer taxes incident to the transfer to it of validly tendered Shares, except as otherwise
provided in Instruction 6 of the Letter of Transmittal.

YOUR PROMPT ACTION IS REQUES) £D. WE URGE YOU TO CONTACT YOUR CLIENTS AS PROMPTLY
AS POSSIBLE. THE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 12:00 MIDNIGHT, NEW YORK
CITY TIME, ON THURSDAY, NOVEMBER 21, 1996, UNLESS THE OFFER IS EXTENDED.

In order to take advantage of the Offer, a duly executed and properly completed Letter of Transmittal (or facsimile
thereof), with any required sigaature guarantees and any other required documents, shouid be sent to the Depositary, and
certificates evidencing the tendered Shares should bedelivered or such Shares and Rights should be tendered by book-entry

_ transfer, all in accordance with the Instructions set forth in the Letter of Transmittal and the Offer to Purchase.

If holders of Shares and Rights wish to tender, but it is impacticable for them to forward their certificates or other
required documents prior to the Expiration Date, a tender may be effected by following the guaranteed delivery procedures
specified under “Procedures for Tendering Shares” of the Offer to Purchase.

Any inquiries you may have with respect to the Offer should be addressed to the Dealer Mraagers or the Information
Agent at their respective addresses and telephone numbers set forth on the back cover page of the Offer to Purchase.

Additional copies of the enclosed materials may be obtained from J.P. Morgan Securities Inc. at 60 Wall Street, New
York, New York 10260, telephcae (800) 576-5070 (Toll Free), Merrill Lynch & Co., at World Financial Center, North Tower,

New York, New York 10281-1305, telephone (212) 449-8211 (Collect) or by calling the Information Agent, Georgeson &
Company Inc., at Wall Street Plaza, New York, New York 10005, telephone (800) 223-2064 (Toll Free), or from brokers,

dealers, commercial banks or trust companies.

Very truly yours,

J.P. Morgan & Co. Merrill Lynch & Co.

NOTHING CONTAINED HEREIN OR IN THE ENCLOSED DOCUMENTS SHALL CONSTITUTE YOU OR
ANY OTHER PERSON AS AN AGENT OF PARENT, PURCHASER, THE DEPOSITARY, THE INFORMATION
AGENT OR THE DEALER MANAGERS, OR ANY AFFILIATE OF ANY OF THE FOREGOING, OR AUTHO-
RIZE YOU OR ANY OTHER PERSON TO USE ANY DOCUMENT OR MAKE ANY STATEMENT ON BEHALF
OF ANY OF THEM IN CONNECTION WITH THE OFFER OTHER THAN THE DOCUMENTS ENCLOSED AND

THE STATEMENTS CONTAINED THEREIN.







Offer to Purchase for Cash
All Outstanding Shares
of
Common Stock and Seri:s A ESOP Convertible Junior Preferred Stock
(including, in each case, the associated Common Stock Purchase Rights)
of

Conrail Inc.

at

$100 NET FER SHARE
by

Atlantic Acquisition Corporation,
a wholly owned subsidiary of

Norfolk Southern Corporation

THE OFFER AND WITHDRAWAL RIGHTS WILL E".PIRE AT 12:00 MIDNIGHT, NEW YORK CITY TIME
ON THURSDAY, NOVEMBER 21, 1996 UNLESS THE OFFER IS EXTENDED.

Ocwober 24, 1996

To Our Clients:

Enclosed for your consideration is an Offer to Purchase, dated October 24, 1996 (the “Offer to Purchase”), and the
related Letter of Transmittal (which, as 2-nended from time to time, together constitute the “Offer”) in connection with the
offer by Atlantic Acquisition Corporaiion, a Pennsylvaniz corporation (“Purchaser”) and a wholly owned subsidiary of
Norfolk Southe. " Corporation, a Virginia corporation (“Parent”), to purchase all of the outstanding shares of (i) common
stock, par value $1.00 per share (the “Common Shares”), and (ii) Series A ESOP Convertible Junio. rs=f=rred Stock, without
parvalne(M“BSOPWSM'MWMMCMMM“M").MWMa
Pennsylvania corporation (the “Company”), including, in each case, the associated Common Stock Pv.chase Rights (the
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ESOP Preferred Shares, or Shares shall, unless the context otherwise requires, include the associated Rights.
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Offer to Purchase) have been distributed to holders of Shares prior to the time a holder’ Shares are purchased pursuant to
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Depositary with respect thereto. If the Distribution Date has occurred and (i) Purchaser has waived that portion of the Rights
Condition requiring that a Distribution Date not have occurred and (ii) Rights Certi. :ates have not been distributed prior
to the time Shares are purchased pursuant to the Offer, Rights may be tendered prior to a shareholder receiving Rights
Certificates by use of the guaranteed delivery procedure described in Section 3 of the Offer to Purchase. In any case, a tender
of Shares constitutes an agreement by the tendering shareholder to deliver Rights Certificates representing a number of
Rights equal to the number of Shares tendered pursuant to the Offer to the Depositary within three business days after the
date that Rights Certificates are distributed. Purchaser reserves the right to vequire that the Depositary receive Rights
Certificates, or a Book-Entry Confirmation, if available, with respect to such Ri hts prior to accepting the related Shares for
Payment pursuant to the Offer il the Distribution Date has occurred prior to the Expiration Date.

If a shareholder desires to tender Shares and Rights pursuant to the Offer and such shareholder’s Share Certificates (as
defined in the Offer to Purchase) or, if applicable, Rights Certificates are not immediately available (including, if the
Distribution Date has occurred and Purchaser waives that portion of the Rights Condition requiring that a Distribution Date
not have occurred, because Rights Certificates have not yet been distributed) or time will not permit all required documents
to reach the Depositary prior to the Expiration Date or the procedure for book-entry transfer cannot be completed on a
timely basis, such Shares or Rights may nevertheless be tendered according to the guaranteed delivery procedures set forth
in Section 3 of the Offer to Purchase. See Instruction 2 of the Letter of Transmittal. Delivery of documents to a Book-Entry
Transfer Facility (as defined in the Offer to Purchase) in accordance with the Book-Entry Transfer Facility’s procedures does
not constitute delivery to the Depositary.

THE MATERIAL IS BEING SENT TO YOU AS THE BENEFICIAL OWNER OF SHARES HELD BY US FOR
YOUR ACCOUNT BUT NOT REGISTERED IN YOUR NAME. WE ARE THE HOLDER OF RECORD OF
SHARES HELD BY US FOR YOUR ACCOUNT. A TENDER OF SUCH SHARES CAN BE MADE ONLY BY US AS
THE HOLDER OF RECORD AND PURSUANT TO YOUR INSTRUCTIONS. THE LETTER OF TRANSMITTAL IS
FURNISHED TO YOU FOR YOUR INFORMATION ONLY AND CANNOT BE USED BY YOU TO TENDER
SHARES HELD BY US FOR YOUR ACCOUNT.

We request instructions as to whether you wish to have us tender on your behalf any or all of the Shares held by us for
your account, upon the terms and subject to the conditions set forth in the Offer.

Your atteution is invited to the following:
1. The tender price is $100 per Share, net to the seller in cash.

2. The Offer, and withdrawal rights will expire at 12:00 Midnight, New York City time, on Thursday, November 21, 1996,
unless the Offer is extended.

3. The Offer is being made for all of the outstanding Shares.

4. The Offer is conditioned upon, among other things, (1) the receipt by Purchaser, prior to the expiration of the Offer,
of an informal written opinion in form and substance reasonably satisfactory to Purchaser from the staff of the Surface
Transportation Board (the “STB”), without the imposition of any conditions unacceptable to Purchaser, that tae use of a
voting trust in connection with the Offer and the Proposed Merger (as defined in the Offer to Purchase) is corsistent with
the policies of the STB against unauthorized acquisitions of control of a regulated carrier, (2) the receipt by Purchaser, prior
to the expiration of the Offer, of an informal statement from the Premerger Notification Office of ‘ne Federal Trade
Commission that the transactinns contemplated by the Offer and the Proposed Merger are not subject to. or are exempt from,
the Hart-Scott-Rodino Antiirust Improvements Act ol 1976, as amended (the “HSR Act”), or, in the absence of the receipt
of such informal statement, any applicable waiting period under the HSR Act having expired or been terminated prior to the
expiration of tie Offer, (3) Parent and Purchaser having obtained, prior to the expiration of the Offer, on terms reasonably
acceptable to Parent, sufficient financing to enable conswrunation of the Offer and the Proposed Merger, (4) there being
validly tendered and not properiy withdrawn prior to the expiration of the Offer a number of Common Shares and ESOP
Preferred Shares which together constitute at least a majority of the Shares outstanding on a fully diluted basis, (5) Purchaser
being satisfied, in its sole discretion, that Subchapter F of Chapter 25 of the Pennsylvania Business Corporation Law has been
complied with or is invalid or otherwise inapplicable to the Offer and the Proposed Merger, (6) the Rights having been
redeemed by the Board of Directors of the Company or Purchaser being satisfied, in its sole discretion, that such Rights are
invalid or otherwise inapplicable to the Offer and the Proposed Merger and (7) Purchaser being satisfied, in its sole discretion,
that the previously announced Agreement and Plan of Merger between the Company and CSX Corporation has been
terminated in accordance with its terms or otherwise.




5. Tendering shareholders will not be obligated to pay brokerage fees or commissions or, exeept as set forth in Instruction
6 of the Letter of Transmittal, stock transfer taxes on the purchase of Shares by Purchaser pursuant to the Offer.

The Offer is made solely by the Offer to Purchase and the related Letter of Transmittal and is being made to all hoiders
of Shares. Purchaser is not aware of any state where the making of the Offer is prohibited by administrative or judicial action
pursuant to any valid state statute. If Purchaser becomes aware of any valid state statute prohibiting the making of the Offer
or the acceptance of Shares pursuant thereto, Purchaser will make a good faith effort to comply with such state statute. If,
after such good faith effort, Purchaser cannot comply with such state statute, the Offer will not be made to (nor will tenders
be accepted from or on behalf of) the holders of S'1ares in such state. In any jurisdiction where the securities, blue sky or other
laws require the Offer to be made by a licensed broker or dealer, the Offer shall be deemed to be made on behalf of Purchaser
by the Dealer Managers or one or more registered brokers or dealers licensed under the laws of such jurisdiction.

If you wish to have us tender any or all of your Shares, please so instruct us by completing, executing and returning to
us the instruction form contained in this letter. An enveiope in which to return your instructions to us is enclosed. If you
authorize the tender of your Shares, all such Shares will be tendered unless otherwise specified on the instruction form set
forth in this letter. YOUR INSTRUCTIONS SHOULD BE FORWARDED TO US IN AMPLE TIME TO PERMIT US
TO SUBMIT A TENDER ON YOUR BEHALF PRIOR 10 THE EXPIRATION OF THE OFFER.




INSTRUCTIONS WITH RESPECT TO THE OFFER
TO PURCHASE FOR CASH ALL OUTSTANDING SHARES OF COMMON STOCK
AND SERIES A ESOP CONVERTIBLE JUNIOR PREFERRED STOCK
OF
CONRAIL INC.

The undersigned acknowledge(s) receipt of your letter and the enclosed Offer to Purchase, dated October 24, 1996, and
the related Letter of Transmittal (which, as amended from time to time, together constitute the “Offer”), in connection with
theoﬂerbyAdanﬁcAcqnisiﬁonCmponﬁm,lPenmylvmhemponﬁm(‘Pumhmr”)mdawhouyawudmbﬁdiuyof
NorfolkSwthemCoxponﬁon,aWcmponﬁon(‘hmt”),topmchmanouutandingshmot(i)comonmck.
par value $1.00 per share (the “CommnShuu”)md(ﬁ)SaiaAESOPConmﬂblemerPnfeuedSmd.wthpu
value (the “ESOP Preferred Shares” and, together with the Common Shares, the “Shares”), of Conrsil Inc., a
oorpomion(the“Compuy'),induding,ineachme,themdawdechkPmdxmRi;!m(the"Rigtm")inwd
pursuant to 1 3¢ Rights Agreement, dated July 19, 1989, as amended, between the Company and First Chicago Trust Company
of New Yorl., as Rights Agent. All references herein to the Common Shares, ESOP Preferred Shares or Shares shall include
the associated Rights.

This will instruct you to tender to Purchaser the number of Shares and Rig» . “dicated below (or, if no number i
indicated in either appropriate space below, all Shares and Rights) held by you fr: u 2 acount of the undersigned, upon the
terms and subject to the conditions set forth in the Offer.

NUMBER OF SHARES AND RIGHTS SIGN HERE
TO BE TENDERED:*

Shares and Rights

Please Type or Print Address(es) Here

Area Code and Telephone Number

Taxpayer ldentification or Social Security Number(s)

* Unless otherwise indicated, it will be assumed that all Shares and Rights beld by us for your account are to be tendered.
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GUIDELINES FOR CERTIFICATION OF TAXPAYER IDENTIFICATION
NUMBER ON SUBSTITUTE FORM W-9

Guidelines f mummnwummnumu-wsm igi
sepantedbyo:wo : Le. 000-00-0000. Employer identification numbers have nine digits separated by only one hyphen: Le.,
below will help deiermine the number to give the payer.

For tuis type of accoant For this type of account:

1. An individual’s account indivi 9. A valid trust, estate or pension

2. Two or more individuals
(joint account)

3. Husband and wife
(joint account)

4.

Custodian account of a rainor
(Uniform Gift to Minors Act)

8. Sole proprietorship account The owner*

List first and circle the pame of the person whose pumber you furmish.
Circle the ward's, minor" or ni-ompetent person’s name and farnish such person's social security number.
Show the name of the owner
List first and circle the name of the legal trust, estate, or pension trust.
NOTE: If no nzme is circled when there is more than one name, the number will be considered to be that of the first name listed.




GUIDELINES FOR CERTIFICATION OF TAXPAYER IDENTIFICATION
NUMBER ON SUBSTITUTE FORM W-9

FAGE 2

Obtaining a Number

If you do not bave a taxpayer identification number or you

do not know your number, obtain Form SS-5, Application

foraSocu.lSeamtyNumberCud,orFomeS-t
onforEmleIdenuﬁanonNumber,attheloal

office of the Social {& ity Administration or the Internal

RevenueSemceandapplyfonnmbet.

Payees Exempt from Backup Withholding
Payeesspeaﬁaﬂymmptedﬁombadmpmthholdmgon

¢ An organizatiou .xempt from tax under section 501(a), or
an individual re'rement plan.

¢ The United Staces or any agency or instrumentality

¢ A State, the District of Columbia, a possession of the
UnnedﬁStmes,oranymbdxvmonormumemahty
thereo!

o A(mpgmmmm.apohnalmhdxmonohtomp
government, or any agency or instrumentality thereof.

° Anmtzmanonﬂormunonoranyamor

instrumentality thereof. :

e A registered dealer in securities or commodities registered
in the U.S. or a possession of the U.S.

¢ A real estate investment trust.

¢ A common trust fund operated by a tank under section

@ Anuemptd:mnblemnmdermwanon-empt
mdambedmmwﬂ(a)(l)
¢ An entity registered at all times under the Inv stment
Act of 1940.
¢ A foreign central bank of issue.

P:ymenuofdmdeudsmdmdmdmdsnot
mﬂymwmm‘mm

-Pnymnutoncnrendwtahemmb)eatownhhddmg
under section 1441.

« Payments to partnerships not eagaged in a trade or
business in the U.S. and which have at least one
nonresident partner.

 Payments of patronage dividends where the amount
received is not paid in money.

¢ Payments made by certain foreign organizations.

Paymuofmterettnotmanysub)eatobnkup

withbolding include the following:

« Payments of interest on obiigations issued by individuals.
NowYmmaybembjeatobocknpwnhboldmgﬂths
interest is $600 or more and is paid in the course of the
payer'suadeorbtmessmdymhavenotpmﬂdedymn
correanxpayaxdmﬁmonmberwthepcyer.

- hymsafmwm(mdﬂmgmtm
dividends under section 852).

© Paqumdesmbedmsecuonmxs)wmdmt
aliens.

o Payments on tax-free covenant bonds under section 1451.
+ Payments made by certain foreign organizations.

« Payments of mortgage interest to you.

Exempt payees described above should file Form W-9 to
avoid possible erroneous backup withholding. FILE THIS
FORM WITH THE PAYER. FURNISH YOUR
TAXPAYER IDENTIFICATION NUMBER, WRITE
“EXEMPT” ON THE FACE OF THE FORM, AND
RETURN IT TO THE PAYER. IF THE PAYMENTS ARE
INTEREST, DIVIDENDS, OR PATRONAGE
DIVIDENDS, ALSO SIGN AND DATE THE FORM.

Certain payments other than interest, dividends, and
patronage dividends, that are not subject to information
reporting are also not subject to backup withholding. For
details, see the regulations under sections 6041, 6041A(a),
6045, and 6050A.

Privacy Act Notice—Section 6109 requires most recipients of
dividend, interest, or other payments to give taxpayer
identification numbers to payers who must report the
payments to the IRS. The IRS uses the numbers for
dmﬁanonpmmhymmunbemﬂxmm

to file a tax return.
Payers must generally
dividend, and certain other payments to a payee who does
not furnish a taxpayer identification number to a payer.

Certain penalties may also apply.

Penalties

(1) Penalty for Failure to Furnish Taxpsyer Identification
Number--If you fail to furnish your taxpayer identification
number to a payer, you are subject to a penalty of $50 for
each such failure unless your failure is due to reasonable
cause and not to willful neglect.

(2) Failure to Report Certain Dividend and Interest
Payments—]f you fail to include any portion of an includible
payment for interest, dividends, or patronage dividends in
gross income, such failure will be treated as being due to
negligence and will be subject to a penaity of 20% on any
portion of an underpayment attributable to that failure
unless there is clear and convincing evidence to the contrary.

(3) Civil Penaslity for False Informstion with Respect to
Withholding—If you make a false statement with no
reasonable basis which results in no imposition of backup
withholding, you are subject to a penaity of $500.

(4) Criminal Penalty for Falsifying Information—Falsifying
certifications or affirmations may subject you to criminal
penalties including fines and/or imprisonment.

FOR ADDITIONAL INFORMATION CONTACT YOUR
TAXO(?ENSUL'LANTORTHEIN'I'ERNALREVENUE
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[CAPITAL PRINTING SYSTEMS] [FILE MAME: M:\IDQAR‘ZeKIWAL\G7520\67S28X1.0UT] [DATE: October 24, 1906] [TIME: 2:43 PM] [PAGE 181)
<TEXT>
<PAGE>

[LOGO) Merfolk Southern

Contact: Robert C. Fort
(804) 829-.714

NORFOLK SOUTHERN B ANS ALL CASH $100 PER SHARE
OFFER FOR COMRAIL, INC.

NEW YORK, NY -- Norfolk Southern Corporstion (NYSE:NSC) smnounced todsy thst
it will be commencing an all cash tender offer for all of the eutstanding
comson shares and Series A ESOP convertible junior preferred shares of
Conrail, Inc. (NYSE:CRR). st a price of $160 per share. Following the
completion of the teader offer. Nerfolk Southern intends to effect & merger in
which all ressining Conrail shareholders will also receive the same cash price
paid in the tender offer.

"This proposal is better on every point than the CSX/Conrail preposal
snnounced last week. A combined Norfolk Southern-Conra’l will creste a sere
balanced esstern rail systes and will do 80 by incressing. rather than
diminishing, competition in the industry.” seid David R. Goode, Chairmen,
President and Chief Executive Off:-.. of Nerfolk Southersn.

-|ore-




[C/#ITAL PRINTING SYSTEMS) [FILE NAME: M:\EDGAR\GENERAL\B7S29\87528X1.0UT] [DATE: October 24, 1996] [TIME: 2:43 PM] [PAGE 182)
<PAGL>

"For customers, it provides single-line access to some of the largest markets
in the world. It cembines Conrail with the industry lrader in safety,
officiency, innovation end service. For Nerfolk Southern sharehoclders and
enployses of both companies, the merger provides the opportunities thet come
wvith grester growth -- sore than either company could heve achieved on its
own. And, for Conrail shareholders, this offer is superior.”

Based upon the per share closing price of the CSX (NYSE: CSX) shares
yesterday, Morfolk Southern's $100 per share offer represents a premius of
$11.49 (13%) over the blended value of CSX's 48% cash and 68% stock propesal.
Norfelk Southern‘s offer will provide for s voting trust to hold the Conrafl
shares scquired in the tender offer and merger and thereby &llow Conrail
snareholders to receive immediate payment for 'heir shares in the tender offer

and merger.

The tender offer will be conditioned upon, among other things. the receipt by
Norfolk Southern of an infermal written opinion fros the steff of the Surface
Transportation Scard that the use of the voting trust is consistent with the
policies of the STB, Nerfolk Southern having obtained sufficient fimsncing for
the tender offer and subsequent serger., the valic tender of 2 majority of
Conrail's sheres on & fully di luted basis, Jubchapter 25F of Pennsylvania's
Business Corporation Law not being applicable to the offer,
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Conrail's poison pill heving been redeemed or otherwise ssde inspplicable to
Norfolk Southern's tender offer., the merger agreement between CSX and Conrail
having been terminated in accordence with its terms and other customary
conditions. The complete terms and conditions of the tender offer will be set
forth in the offering documents to be 7iled shortly with the Securities and

Exchange Commission.

Norfolk Southarn already hes commitments for $4 billion of the necessary
financing from Merrill Lynch and JP Morgan and a letter indicating they are
highly confident that the balance is availsble.

Norfolk Southern is s trensportation holding company which operstes s 14,508
aile rail system in 20 states and one Censdian province, as well as & trucking

company .

Following is the complete text of a letter sent from David R. Goode to the
Board of Directors of Conrail.
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October 23, 1996

Board of Directers

Conrail Inc.

2007 Market Street

Two Commerce Square

Phi lede lphia, Pennsylvenis 18161

Attention: Devid M. LeVan, Chairmen
Dear Members of the Boerd:

For & number of years, other sembers of our senior mansgesent and 1
have spoken numerous timses with Mr. LeVan, your current Chairmen, and with Mr.
Hagen, your former Chairmen, snd with other senior officers of your company.
During meny of these conversstions, we at Nerfolk Southern expressed s desire

to join our companies together.

On two recent occcesions. in late Septesber end again on October 4. 1
contacted Mr. LeVen to reiterate our sirong interest in sequiring Conreil and
request a meeting at which I could present & concrete propessl. In esch cass.
1 enphasized that I wished to communicete our prepossl so that the Conrail
Sosrd would be aware of 1t during their mext aeeting. Alse in esch case, Wr.
LeVan stated that 1t was wanecesssry for me to do 0.

In view of this beckground, 1t ceme &3 & disappointment to me when it
was ennounced on Octeber 15 that you hed agresd to the preposed scquisition of
Conrail by C3X Corporation. We regret thet, despite knowing our long-ters
interest in joining Conrail with Norfolk Southern, your Cheirmen ignored our
‘ong-standing of fer to submit & business cambimation propessl to you.

Since October 15, we have been sariyzing the prepesed CSX transsction
end have been considering the possibi ity «7 neking & proposa( that would be
demonstrably superior te your propesed transsctien with CSX. We now have
completed that process and sre using this letter to communicste our
conclusions to you.
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On behalf of Nerfolk Southern, 1 am hereby making the follewing
propossl. Our proposst is that Norfolk Seuthern would acquire all of the
outstanding shares of Conreil cemmen stock for cssh at & price of $100.80 per
share. This would be sccomplished by a "first step” cash tender offer for all
outstending shares of Conrai(. followed by @ "secend step” serger in which
Conrsil's remsining shereholders would receive the same cash purchase price
per share paid in the offer. This offer represents a presius of $11.49 (13%)
over the blended value of CSX's propossl based on yesterdsy's closing price of
cSX shares. Our offer will provide for s voting trust to hold the Conrail
shares scquired in the tender offer and merger and thereby allow Conrafl
shareholders to receive immediate peyment for all their shares in the tender
offer and merger.

Yo underscore the sericwsness of our intentions, we are commencing
proaptly a cash tender offer, which can serve as he *first step” tender offer
conteaplated by our proposal. On the other hand, inless snd until you
terainate your pending propesed transection with CSX in s menner permitted
under the terss o' vour merger agresment with CSX and enter into sn agreement
witt ns, our cash tender offer will stend on its cwn ss an offer sede directly

to yo. shareholders.

subjuct to your Beard‘'s faverable response to our propossl. we sre
prepared to negotiate s merger agresment on substantially the same teras and
conditions @s your proposed transactien with CSX. except es it would be
wodified to reflect the all-cash consideration that we are offering. In

sddition. we are prepered to offer significent representatien of Conrail
directors on the Norfolk Southern Beard. to consider lecating the corperste
headquerters of the cesbined cempeny in Philadelphia and to discuss an
spprepriate pesition for your Chairmen follewing & transsction with us. We
believe that we offer your senior menagesent oppertunitiss for continued
caresr growth that appesr to us not to exist with CSX. Although we determined

that it was eppropriate, under the
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October 23, 1998
Page 3

circusstances, to commence our cash tender offer, our strong preference would
be to negotiate s merger agressent with you.

The price we are offering in our proposal, $100 per shere, clearly
provides significantly greater and more certain value to your shareholders
than the proposed transsction with CSX. In eddition. we believe our proposed
transcction can he comploted oa @ mors timely basis than the proposed <X
transaction. Acrordingly, we strongly believe that, pursuant to Section 4.2 of
your agreement sith CSX, you should premptly request snd cbtain frem your
counsel their advice confirming that you sre ebligated by principles of
fidveiary duty to consider our propessl. Also, we expect that, upon your
receipt of such advice and consistent with your clear filociary duties, you
will give us acoess to at least 2!l the same informstion you furnished to CSX
in the course of your discussions and negotistions with thes and thet you will
discuss and negotiate with us the details of our proposal. In addition, you
should teke whatever other sctions are reasonably necesssry ¢ appropriate so
that v« may operate on a level playing field with CSX and any other companies
which mey e interesied in suquiring Conrail.

Besides the benefits for your shareholder constituency, we are
confident that Conreil's employees, suppliers. customers, creditors and tie
coma:nities in which Conrsil is located will be better served by the
combination of Nerfolk Souther: and Conrail as compared with the CSX proposal.
More ver, because a Norvolk Southern merger presents a substantially more
favorabl: competitive and regulatory picture, our preposal is more consistent
with both the long and short-term interests of Conrail. We look forward to the

opportunity to directly discuss these matters with you in the senuer they
would have been communicated before the hasty sttespt to lockup & desl with
CSX. To ensure that your Boerd fulfills 1ts fiduciary obligations and to
resolve certsin other issues, we have todey commenced Llitigation in the
Federal District Court for the Esstern District of Pennsy lvania.
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Our Bosrd of Directors is fully supportive of our propossl and has
authorized snd spproved it. Consistent with our Besrd's action, we and our
advisors stand reedy, willing and able to meet with you and your advisors at
your earliest convenience. I want to stress that we are flexible ss to all
aspects of our presesal, including the possibility of substituting e
substantial equity component to our present offer so that your shareho lders
could have & continuing interest in the combined enterprise, and are anxious
to proceed to dis .es and negotiate it with you as soon as possible.

perscnally and on behalf of my collesgues at norfolk Seouthern, I look
forward to hearing frem you soon and work‘ng with you en our proposal.

Sincerely.

All Directors
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This announcement is neither an offer to purchase nor a solicitation of an offer to sell Shares. The Offer is made
solety by the Ofr to Purchase, dated October 24, I996,andthcrela.tedbetteromemmittalanditbahgmade
to all holders of Shares. The Offer is not being made to (nor will tenders be accepted from or on behalf of) holders
ofShaminaniji:dic:ionmwhichthemhhgofﬂleo_ﬁ'erorﬂwaccepmnceﬂwmofmuldnotbeb:wmpﬁmce
with the laws of such jurisdiction. In those jurisdictions where securities, blue sky or other laws require the Offer to
be made by o lcensed broker or dealer, the Offer shall be deemed to be made on behalf of Atlantic Acquisition
Corporation by J.P. Morgar Securities Inc., Merrill Lynch & Co., or one or more registered brokers or dealers
licensed under the laws of such jurisdiction.

Notice of Offer to Purchase for Cash
All Outstanding Shares
of

Common Stock and Series A ESOP Convertible Junior Preferred Stock
(including, in each case, the associated Common Stock Purchase Rights)

of

Conrail Inc.

at

$100 Net Per Share
by

Atlantic Acquisition Corporation,
a wholly owned subsidiary of

Norfolk Southern Corporation

Atantic Acquisition Corporation (“Purchaser™), a Pennsylvania corporation and a wholly owned subsidiary of
Norfolk Southern Corporation, a Virginia corporation (“Parent”), hereby offers to purchase all of the outstanding
shares of (i) common stock, par value $1.00 per share (the “Common Shares”), and (ii) Series A ESOP Convertble
Junior Preferred Stock, without par value {the “ESCP Preferred Shares” and, together with the Common Shares,
the “Shares”), of Conrail Inc., a Pennsylvania corporation (the “Company”), including, in each case, the associated
Common Stock Purchase Righte (the “Rights”) issued pursuant to the Rights Agreement, dated as of July 19, 1989,
as amended, between the Company and First Chicago Trust Cowmpany of New York, as Rights Agent (the “Rights
Agreement”), at a price of $10. per Share, net 1o the seller in cash, without interest thereon (the “Offer Price”),
upon the terms and subject to he conditions set forth in the Offer to Purchase, dated Octoker 24, 1996 (the “Offer
to Purchase™), and in the related Letter of Transmittal (which, as amended from time t> time, together constitute




the “Offer”). Unless the context otherwise requires, all references to Common Shares, ESOP Preferred Shares or
Shares shall include the associated Rights, and all references to the Rights shal. include the benefits that may inure
to holders of the Rights pursuant to the Rights Agreement, including the right to receive any payment due upon
redempr’ 1 of the Rights.

THE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 12:00 MIDNIGHT, NEW YORK
CITY TIME, ON WEDNESDAY, NOVEMBER 20, 1996, UNLESS THE OFFER IS EXTENDED.

The Offer is conditioned upon, among other things, prior to the expiration of the Offer, (1) the receipt by
Purchaser of an informal written opinion in form and substance reasonably satisfactory to Purchaser from
the staff of the Surface Transportation Board (the “STB”), without the imposition of any conditions
unacceptable to Purchaser, that the use of a Voting Trust in connection with the Offer and the Proposed
Merger (as defined herein) is consistent with the policies of the STB against unauthorized acquisitions of
control of a regulated carrier, (2) the receipt by Purchaser of an informal statement from the Premerger
Notification Office of the Federal Trede Comunission that the transactions contemplated by the Offer and
the Proposed Merger are not subject to, or are exempt from, the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the “HSR Act”), or, in the absence of the receipt of such informal
statement, any applicable waiting period under the HSR Act having expired or been terminated, (3) Parent
and having obtained, on terms reasonably acceptable to Parent, sufficient financing to enable
consummation of the Offer and the Proposed Merger, (4) there being validly tendered wnd not properly
withdrawn prior to the expiration of the Offer a number of Common Shares and ESOP Preferred Shares
which together constitute at least a majority of the Shares outstanding on a fully diluted basis, (3)
Pnrchuerbeingutisﬁed,iniucoledimtion,thntSubchaplerFofChapm%oﬂhePenmylnnh
Business Corporation Law has been complied with or is invalid or otherwise inapplicable to the Offer and
therpooedMerger,(QlheRighuhavingbemndeemedbytthondofDirectonoftheCompmyor
Purchaser being satisfied, in its sole discretion, that such Rights are invalid or otherwise inapplicable to
the Offer and the Proposed Merger and (7) Purchaser being satisfied, in its sole discretion, that the
previously announced Agreement and Plan of Merger between the Company and CSX Corporation has
been terminated in accordance with its terms or otherwise.

'I'hepurpoaeofderfferisfoerwwq\ﬁneonnolof,mddumﬁ:eequityinmestin,theCompmy.Pannt
i.sseehngtonegoﬁauﬁththeCompmyndeﬁniﬁnmguwtptmmtwvhkhtheCompmywouliu
soon as practicable following consummation of the Offer, consummate a merger or similar business combination
%Pmchammmthadheaorindinctmbddinyof?mt(thz“?mposedMagu
uchCommmShueandESOPPnfaraiShnd:mouumding(othatthhmhddbydnCompmyorany
subtidicryoftheCompmymdShnmownedbmengcbuerormydimwindinambsidinryome)
wouldbeconvutedimothcﬁghtwreedvemmmtinwhequdtod:epﬁeepaShmpddptmmtmﬂn
Offer.

Pmchamexpmdymtbeﬁght,ininsolejudmnanytimemdfromﬁmewﬁmemdregudlessof
whether any of the events set forth in Section 14 of the Offer to Purchase shall have occurred or shall have been
demminedby?wchmxwhaveoocnmed,(i)wmdthepaiodofﬁmedwingvhichthcm’faisopenmd
thereby delay acceptar.ce for payment of, and the payment for, any Shares, by giving oral or written notice of such
mwtheDepodnry(udeﬁnedintbeOﬁertoPmchu)and(ii)toamendduOffuinmympectby
giving oral or written notice of such amendment to the Depositary. Any such extension or amendment will be
followed as promptly as practicable by a public announcement thereof, such announcement in the case of an
atenﬂon,wbehmednothmrthm%OOa.m.,NewYorkCitydme,onthenenbusinessdayafmrthepnvm:dy
scheduled Expiraton Date (udeﬁnedind:eOffeermchue).Duﬁngmymchmﬁon,aﬂShmpmiouﬂy
tzndurdnndnotwid:dnwnwillmnﬁnsubjecttod:eOffa,subjectwtheﬁghtofamderingshueholdem
withdraw such shareholder’s Shares.

For purposes of the Offer, Purchaser will be deemed t0 have accepted for payment, and thereby purchased, Shares
validly tendered and not properly withdrawn as, if and when Purchaser gives oral or written notice 1o the
Depositary of Purchaser’s acceptance of such Shares for payment pursuant to the Offer. In all cases, upon the terms
and subject to the conditions of the Offer, pavment for Shares purchased pursuant to the Offer will be made by




deposit of the aggregate purchase price therefor with the Depositary, which will act as agent for tendering
shareholders for the purpose of receiving payment from Purchaser and transmitting payment to validly tendering
shareholders. Under no circumstances will interest on the purchase price for Shares be paid by Purchaser by reason
of any delay in making such payment.
Inaﬂcases,paymtforSharespmhnedpursumttotheOﬁerwiﬂbemadeonlyafterdmelyreodptbythe
Depositary of (i) certificates for such Shares (“Certificates”) or 2 book-entry confirmation of the book-entry transfer
of such Shares into the Depositary’s account at The Depository Trust Company or the Philadelphia Depository Trust
Company (collectively, the “Book-Entry Transiex Facilities”), pursuant to the procedures set forth in Section 3 of
the Offer to Purchase, (ii) the Letter of Transmittal (or facsimile thereof) properly completed and duly executed,
with any required signature guarantees, or an Agent’s Message (as defined in the Offer 1o Purchase) in connection
with a book-entry transfer, and (iii) any othcr documents required by the Letter of Transmittal.

If, for any reason whatsoever, acceptance for payment of any Shares tendered pursuant to the Offer is delayed, or if
Purchaser is unable to accept for payment or pay for Shares tendered pursuant to the Offer, then, without prejudice
to Purchaser’s rights set forth in the Offer to Purchase, the Depositary may, nevertheless, on behalf of Purchaser,
retain tendered Shares and such Shares may not be withdrawn except to the extent that the tendering shareholder
isentitledtomddnlyazrdseswithdnwdrightsnsdescribedinSection4oftheOffatonchm.Anysuch
dehywillbefollowedbyunmionoftheOffermtheextentrequiredbth.

ExceptasothcrwisepmﬁdedinSeeﬁonQoftheOﬁertothase,tzndersofShammdepunmttotheOﬁa
are irrevocable. Shares tendered pursuant to the Offer may be withdrawn at any time prior to 12:00 Midnight, New
York City time, on Wednesday, November 20, 1996(orifPurchuershallhaveextendedtthaiodofﬁmefor
whichtheOffetisopen,atdlehmtﬁmcmddneatwhichtthffa,usomendedby?urchm,shdlexpire)
andunlessthemofonwceptedforpaymtandpﬁdforby?urchmp\mumtmanBet,mydsobe
withdrawn at any time after December 22, 1996. In order for a withdrawal to be effective, a written, telegraphic or
facsimﬂeummﬂssimnoﬁeeofﬁd:dnvdmnnbeﬁnﬂynodvedbytheDeposinryatoneofit.saddreuesset

have been terdered, the nnmeofrhereg;‘staedholderoftheShnresumfonhind)emdued(;aﬁﬁate,if
diffmtfromthntofthcpenonwhomnderedmchsm.IfCerﬁﬁutesforShammbewidxdnwnhnebeen
delivered or otherwise identified to the 'ury,d:znpriormthephysiulrdeueofsud:Cerﬁﬁum,thewial

unless such Shares have been tendered for the account of an Eligible
Institution. lfShareshavebeentendaedpummzmthepmoedmesforbook-enu-ymmfamfonhinSecdonS
ofd)eOﬁertoPurchue,mynoﬁceofwithdnwdmunabospedfythemmemdnumberofdmmtatthe
nppmpﬁateBook-EnwyTnmfeandlitymbeaediwdwithtbeﬁthdnvnShmandotherwisecomplywithsuch
Book-Entry Transfer Facility’s procedures. Withdrawal of tenders of Shares may not be rescinded, and any Shares
properly withdrawn will be deemed not to be validly tendered for purposes of the Offer. Withdrawn Shares may,
however, be retendered by repeating one ofthepmoedmusetforﬂlinSecﬁon3oftheOﬁertoPm'chuenmy
time before the Expirasion Date. Purchm,inissolejudgmmt,wiﬂdemminenﬂquesﬁomutotheformmd
validity (including time of receipt) of notices of withdrawal, and such determination will be final and binding.
The information required to be disclosed by Rule 14d-6(¢)(1)(vii) of the General Rules and Regulations under the
Securities Exchange Act of 1934, as amended (the “Exchunge Act”), is contained in the Offer to Purchase and is
incorporated herein by reference.
A request is being made to the Company pursuant to Rule 14d-5 of the Exchange Act for the use of the Company’s
shareholder list, its list of holders of Rights, if any, and security position listings for the purpose of disseminating
theOffertotheholdmofShares.TheOffamPumhmandthebeneroanmmimlmdodwrmlznmmmhh
will be mailed to record holders of Shares mdmghtsmdvdllbefumishedwbrokers,dedm,comm«ddbmh,
mmoompaniesandsinﬂhrpermxsvhosenames,orthemmesofwhosenonﬁnws, appear on the shar.nolder lists
ard list of holders of Righrs or, if applicable, who are listed as participants in a clearing agency’s security position
listing for subsequent transmittal to beneficial owners of Shares.




mowm?mmmmuuwamemmwcthmwm.w
bemdardudlyhe!ouuydedsionhmadewiﬂnupeatotbeoa&.

thﬁommquwnfwudmmybe&medmthehfamdmAgmtmtheDedeMmm
respective addresses and telephone numbers as set forth i i
i Agent. Such copies will

beﬁuﬁshedpmmpdynt?mhm’sapenn.Nofeuorwmmiﬁomwmbepn.idtobmkem,dedasorotha
pams(othuthm&ebfamﬁmAmudtheDuhMm)fwwﬁdﬁngmdutofShmpmm
the Offer.

The Information Agent for the Offer is:
Yoot T2

Wall Street Plaza
New York, New York 10005

Banks and Bankers Call Collect: (212) 440-9800
All Others Call Toll Free: (800) 223-2064

The Dealer Managers for the Offer are:
J.P. Morgan & Co. Merrill Lynch & Co.

60 Wall Street World Financial Center
Mail Stop 2860 North Tower
New York, New York 10260 New York, New York 10251-1305

800 576-5070 (toll free) (212) 449-8211 (Call Collect)
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Norfolk Southern Corporastion
FOR IMMEDIATE RELEASE
October 24, 1986

Contact: Robert C. Fort
(804) 629-2714

NORFOLK SOUTHMERN COMMENCES TENDER OFFER
TO ACQUIRE CONRAIL SHARES FOR $100 PER SHARE

NORFOLK, VA -- October 24, 1998 -- Norfolk Southern
Corperation (NYSE: MSC) announced today that & wholly ewned subsidiary is
commencing todsy its previously announced ail cash tender offer for all of the
outstanding Common Shares and Series A ESOP Convertible Junior Preferred
Shares of Conrail Inc. (NYSE: CAR) at & price of $1)8 per share. The tender
offer will expire on Thureday. Novesber 21, 1898 at 12:00 eidnight, New York
City time. unless the offer is extended.

Following completion of the tender offer, Nerfolk Seuthern
intends to consummste & merger in which all remaining Conrail shares would be
converted into the right to receive the seme cash price per share paid in the
tender offer.

Norfolk Southern is a transportation holding company which
operates a 14,500 nile rail systes in 20 states and one Canadisn province, as
well a8 & diversified motor carrier.




Exhibit (a){10)




[GAFITAL PRINTING SYSTEMS] [FILE MAME: M:\EDGAR\GENERAL\B7529\67528X1.0UT] [DATE: October 24. 1996) [TIME: 3:37 PM] [PAGE 118)

<TEXT>
<PAGE>

Norfoik Southern

Financial Analyst Presentstion

October 23, 1996
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Presentation Outline

Swummary of Offer

Strategic Rationale
Pro Forms Financial Effects

Susmary of Transaction Benefits




[CAPITAL PRINTING SYSTEMS) [FILE NAME: M:\EDGAR\GENERAL\G7529\67528X1.0UT] [DATE: October 24, 1988) [TIME: 3:37 PM) [PAGE 118)
<PAGE>

Summsry of Conrail Offer

Financial Teras

$100 per share for a total transaction value o7 $11.2 billien

1082 cash
Offer conditions
All shares in voting trust - - cash wpfrent

Finsncing commitments:
J.P. Morgan, Merrill Lymeh

Tender to commence premptly
Other 1ssves

Letter to Conrail Beard

Lewsuit in Federal Court

Final reguistery approval
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Strategic Rationsle - Overview of Nerfolk Southern Advantages

A. Strategic Value
Market Selance: Strouger, more competitive Eastern merket
Combined Systea
to Best Operator: With the consistently lowest operating ratio in the
industry, Norfolk Southern is the best choice to
achieve the most efficiert rail systes in the £sst
B. Financial Yalue
Best Valve for
CR Sharenolders: $100 vs. $84.75 (current market)
All cash
Payment upfront with r.losure into voting trust
Best Ya've for
NS She ‘eholders: Maximizes future earnings sccretion
Confidence in achieving synergy
Strong balance sheet
C. valwe to Other Constituencies
Custovers Communities
General Public Supp liers

Esp loyves




[CAPITAL PRINTING SYSTEMS] [FILE NAME: M:\EDGAR\GENERAL\87529\67528X1 .OUT] [DATE: October 24, 1998) [TIME: 3:37 PM] [PAGE 120)
<PAGE>

Strategic Retionale: The Combined Systes

[GRAPHIC-MA- _rmiNG THE COMBINED SYSTEM OF MORFOLK SOUTHERN AND COMRAIL)
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Financial Effects: Overview
($ in billions)
Pro Forma Results for Fiscal Year 1987
Reveruss
EBITDA

interest

Total Debt (1/1/97)

EBITDA/Interest
Totul Debt/Total Capitalization (1/1/79)

Total Debt/Total Market Capitslizstion
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Financial Effects: Mighlights
EPS lapect
Modestly accretive 1) Year 1 (1988): 3% - 4%

Significantly aceretive in Yesrs 2 and 3 when full synergies
realized: 20% and 30X, respectively

Substantial incresse in EPS growth rate
Transsction Symergies

Operating Savings
(net of add’'| costs)

Profit from Revenve Enhancesents
(net of diversions)

Total Operating lmpact:

Cash Flews for Debt Repayment (after dividends)
1ot 3 Years: $2.85 billiea

st § Years: $5.75 billien
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Transsction Benefits: Net Revenue Synergies
($ in millions)

Net Revenue Change:

ecssscncccseccne

1888 1989

Operating Income €30

SESRE
New Business Revenue:
Single Line Service

Nev Coal Traffic

Highway-to-Intersods

Highway-to-Car load
Losses-Enhanced Competition
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Transaction Benefits: Operating Expense Syneryies
(S 1n millions)

1998
General and Administrative 348
Transportation 45

Equipment Savings 38

Way & Structures 22

Total Operating Expense $145
(net of add'l costs incurred) s
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summery

Sest Deal for the U.S. Transportation Industry
Sest cperator should run this combined raiirced
Best competitive balance in the Esst
Bast Dea! for Conrail Shareholders
ALl cash
Our confidence of realizing synergies = upfront payment

Sest Deal for Norfolk Southern Sharcholders

significant sccretior from transaction symergres
Acoelerated S5-year growth rate -- symergies and deleveraging
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MORGAN GUARANTY TRUST
COMPANY OF NEW YORX
62 wall Street

New York, NY 10289

J.P. MORGAN SECURITIES INC.
62 well Street
New York, NY 18268

MCRRILL LYNCH CAPITAL CORPORATION
world Financial Center

North Tower

New York, NY 18281

MERRILL LYNCH & Co.
world Financial Center
North Tower

New York, NY 18281

October 22, 1096

Mr. Williss J. Remig

Vice President and Treasurer
Norfolk Southern Corporstien
Norfolk, VA 23519-2101

Desr Bill:

You have advised us that Nerfolk Southern Corporation ("NSC*) intends to
acquire the company previously identified to us as "Mainline™ (the
"Acquisition”) by means of & cash tender offer (the "Tender Offer”) and
subsequent merger (the "Merger™). We uaderstand that you will require up %o
$11.500.000,000 of senior bank debt fecilities (the "Credit Facilities”) te
finsnce the Acquisition, to refinence your existing benk fecilities, teo
refinance existing debt of Mainline, to pay relsted fees and expenses, and for
general corporste purpuses. You heve requested us to arrange the Credit
Facilities.

J.P. Morgan Securities Inc. ("JPMSI®) end Merr{(( Lynch & Co. ("ML&Ce.":;
together with JPM3I, the ®Arrangers®) are plessed to advise you that we are
willing to use our best efforts to arrenge a syndicate of fimancial
institutions (the "Lenders®) to previde the Credit Facilities. In edditien,
Morgsn Guarsnty Vrust Cempeny of New York ("Worgen®) end orrill Lynch Sapital
Corporation ("Merri(L™) hereby severally ceasit that each will, or will cause
sn affiliste to, provide up to $2,000,000,008 of the Credit Fecilities. JPMSI
and MLBCc. are nighly confident of our ebility under market cenditiens
currently presailing to successfully arrange the bslsnce of the Credit
Facilities. all upon the terms and subject to the conditions hereisafter set

forth,

Attached ss Exhibit A to this (etter is a Summary of Terms and Conditions
(ths "Term Sheet®) setting forth the principsl terss snd conditions on and
subject t+ which Morgan and Merrill are willing to make their respsctive
pertions of the Credit Facilities availsble.
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It is sgreed that Morgan and Merrill will act as the sole agents for, and
that JPMSI and MLECo. will act as sole arrangers of, the Credit Facilities and
that no additional agents, co-agents or arrangers will be appointed without the
prior written consent of Morgan, JPMSI, Merrill end MLACo. ALl aspects of the
syncication, including decisions as to the selection of institutions to be
approsched end when they will be approached, when their commitments will be
accepted, which institutions will perticipate, the tiering and allocations of
the coamitments among the Lenders snd the smount. timing and distribution of
fees among the Lende ; shall, in esch case, be subject to mutusl agreement of
the Arrangers and NSC.

You agree to assist JPMSI and MLECo. in forming any such syndicate and to
provide Morgan, JPMSI, Merrill, MLECo. and the other Lenders, preaptly upon
request, all information deswmed ressonably necesssry by thes to complete
successfully the syndication, including, but not limited to, (a) an informstion
packepe for delivery tc potential syndicate ceabers and participants and (b)
all information and projections prepared by you or your advisers relating te
the transactions described. You agree that any other financings during the
syndication process will be subject to approval by Morgan, JPMSI, Merrill and
ML&Co. You further agree to meke your officers and representatives available to
participate in information meetings for potential syndicate members st such
tines and places as Morgan, JPMSI, Merrill and MLECO. may ressonably request.

You represent and warrant and covenant that no written information and no
inforsstion (written or otherwise) given at informstion meetings for potential
syndicate sembers (collectively, the "Inforastion”) which has been or is
hereafter furnished by or on behalf of NSC to Morgan, JPMSI, Merrill and/or
MLECo. in connection with the trensactions contemplated hereby contsined (or,
in the case of Information furnished after the date hereof, will contain) as of
the time it was furnished (or is furnished) eny meterial misstatesent of fact
or omitted (or will emit) as of such time to state any saterial fact necessary
toc sake the statements therein, in the light of the circumstences under which
they were (or will be) made, not misleading; provided, that the forsgoing
representation end warranty is sade only to the best of your knowledge in the
case of Informstion relating to Mainline and its subsidiaries. which knowvledge
is principally besed upon public disclosure by Mainline; and provided, further,
that, with respect to Informstion consisting of statements, estimstes and
projections regarding the future performance of NSC snd Mainline and their
respective subsidiaries (collectively, the “Projections®), nc reprceentation or
warranty is sade other than that the Projections have been (or wiil be)
prepared in good faith utilizing due and careful consideration and the best
information available to NSC st the time of preparatien thereof. You agree to
supp lement the Information and the Projections frem time to time until the
Closing Date (as defined in the Ters Sheet) as spprepriste, so that the
representations end warranties in the preceding sentence resein correct. In
srranging and syndicating the Credit Fecilities, Morgen, JPMSI, Merrill and
MLECo. will use and rely on the Information and the Projections without
1ndependent verification thereof.

Morgan's and Merrill's commitments hereunder are subject to the
conditions thst (a) sfter the date hereoi there shail not have cccurred (1) any
Material Adverse Change (as defined in the Tera Sheet) or (1i) any msteriasl
change in or material disruption of financial. bank syndication or capita!
market conditions that in the opinion of Morgan, JPMSI, Merrill or MLBCO. co. ‘4
materially and adversely effect the syndicetion of the Credit Facilities; (b)
the offer to purchase for the Tender Offer (the "Offer to Purchase™) shall be
in form and substance setisfactory to Morgan and Merrill and shall include,
without limitetion, conditions tc the effect that any "poison pill” or sismiler
security or contractual arrangessent of Meinline, any Peansy!vania statutory
provisions restricting the ability of NSC to effect the Merger or othor
transaction with Meinline and other provisions of law or contrect which might
materially impede or delay the Merger (other than the requiresent of STB
approval) or otherwise materially adversely affect
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the Acquisition or the parties to the Acquisition, shall have been effectively
rendered inspplicable to the Tender Offer and the Merger; (c) the serger
agreement for the Merger and all other documents and materials publicly filed
with respect to the Acquisitior shall be ressensbly acceptable to Morgsn and
Merrill; (d) the voting trust referred to in the Offer to Purchase (the "Voting
Trust®) shall have been spproved by all of the required governmental and
regulatory bodies, including, but not Limited to, the Surface Transportation
Board; (e) the Voting Trust shall be acceptable in fora and substance to Morgan
and Merrill and shall contain no provisions which, in the ressonsble opinion of
Morcen or Merrill, could affect KXC's ability to perfora its cbligations with
regard to the Crecit Fecilities, including, but not Limited to, provisions
which could prehibit Meinline frem peying dividends consistent with its
historical practices; and (f) Morgen end Merriil shall not discover any
information with respect to Mainline which is inconsistent in a material and
adverse sanner with informstion supplied by NSC. In addition, Morgen's and
Merrill's commitment is subject to the negotistion, execution end delivery
prior to March 1, 1087 of definitive documentation with respect to the Credit
Facilities satisfactory in form and substance to Mcrgen, Merrill and their
counsel. Such docusentstion shall contain the terms and conditions set forth in
the Ters Sheet and such other indemnities, covenants, ripresentstions and
warranties, events of default, conditions precedent, sscurity arrangesents and
sther terms and conditions (which in esch csse shall not be inconsistent with
the T:re Sheet) as shall be sstisfactory in all respects tc Morgan, Merrill end
you. Metters vhich sre not covered by the provisions of this letter and the
Tera Sheet are suiiect to the approval of Morgan, Merrill and you.

You agree to pey sll ruesonable nut-of -pocket expenses of the Agents and
the Arrangers associated wvith ‘he syndication of the Credit Facilities and the
preparastion, execution and delisery of this letter and the definitive financing
sgresments (including the ressonalle fees and disbursements and other charges
of counsel). You agree to indeanify and hold harsiess esch of Morgan, JPMSI,
Merrill, MLBCO. and esch director, officer, employes, affiliate and sgent
thereof (esch, an "Indeanified Person”) sgainst, and to reimburse each
Indeanified Person, upon its demend. for, any losses, claiss, demeges.
ligbilities or other expenses ("Losses™) to which such Indeanified Person mey
become subject insofsr as such Losses arise out of ar in any way reiste to or
result from the Acquisition, this Lletter or the financing contemplated hereby,
including, without Limitation, Losses consisting of legal or other expenses
ircurred in connection with investigating, defending or participating in eny
legal proceeding relatiny to any of the foregoing (shether or mot such
Indednified Person is 8 party thereto): provided that the foregoing will mot
spply te any Losses to the extent they are fourd by e finel decision of & court
of competent jurisdiction tv have resulted frem the gross negligence or willful
misconduct of such Indemnified Person. Your cbligations under this jeragreph
shall remain effective whether or not definitive financing documentation is
executed and notwithstanding eny tersination of this letter. Neither Morgen,
JPMSI, Merrill MilCo. mor any other Indemnified Person shall be responsible or
lisble to sny other person for consequential desages which =ay be alleged as &
result of this letter or the financing contemplsted hereby.

This letter may not be changed except pursusnt to a written
sgreesent signed by each of the parties hereto. This letter shall be governed
by. and construed in sccordance with, the laws of the State of New York.
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This letter is delivered to you on the understanding that meither this
lotter nor any of its terms or substance shall be disclosed, directly or
indirectly, to any other person except (8) to your employees, directors, agents
and advisers who are directly involved in the considerstion of this mstter, (b)
to Meinline and 1ts employess, directors, agents and advisers or (c) &3
disclesure msy be compelled in & judicial or administrative proceeding or as
otherwise required by law. ALl descriptions of and references to the Credit
Facilities in any filing with a governmental authority or in any press relesse,
sdvertisemsent or other public disclesure shall be subject to the prier review
of each of Morgan and Merrill.

1f you are in agresment with the foregoing, plesse sign and reture to
Morgan the enclosed copies of this letter and the Fes Letter no later than
11:58 p.e. New York time on October 22, 1908. This offer shell terminste st
such time unless prior thereto we shell have received signed copies of such
lettors.

We look forwerd to wurking with you on this transactien.

MORGAN GUARAXTY TRUST COMPANY MERRILL LYNCH CAPITAL
OF NEW YORK CORPORATION

By: /s/ Dougles A. Cruikshank 8y: /s/ Christopher 81iresak

sscessevessssseressssnsnsssanme. sescecsssnsssssvennnnnee

Title: Viee President ‘itle: Viee President

J.P. MORGAN SECURITIES INC. MERRILL LYNCH & CO.
By: /s/ Suzanne Wsltmen 8y: /s/ Christepher Birossk

esessssssssssssvessesressasrnen eesvsscssnnns s

Title: Vice President Title: Directer

Accupted and agreed to as of the dste first abive written:

NORFOLK SOUTHERN CORPORATION
By: wiluiem J. Remig

Title: Vice President &
Tressurer
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PROJECT LIBERTY
$11,500,000.000 SENTOR CREDIT FACILITIES

Susmary of Terms and Conditions

October 22, 1996

vesconccne cesessvessnanes

The company identified to us as "Ironhorse” intends to scquire the
company identified to us as "Mainline” in an “unsolicited™ transaction. A
credit egressent providing for the Credit Facilities described below will be
executed and delivered by the Borrower and the Lenders referred to below (the
date of such execution and delivery, the "Closing Date”) prior to the date of
consumsation of the Tender Offer (the "Asguisition Date”), but the initial
extensions of credit thereunder shail not be made until the Acquisition Date.

1ronhorse.

All direct and indirect Significant
Subsidiaries of the Borrower, (including,
without limitation, Nerfolk Southern Railway
and Worth American VYan Lines, Inc.) and,
following the date on which the approval eof
the Surfece Trensportstien Bosrd (the “ST8")
shall have been cbtained (the "STB Approval
Date”) and the Merger shall have been
consumnsted (the "Merger Date”., snd the later
of such dastes. the "Consummstion Date™),
Meinline (in such capacities, the
"Guarentors®; the Borrower and the Guarantors,
collectively, the "Credit Parties”).

Arrangers: J.P. Morgan Securities Inc. and Merrill Lynch
8 Co. (collectively, in such capecities, the

“Arrangers”).

Agministrative Agent: Morgen (as defined below) (in such casucity,
the "Adninistrative Agent®).

Docusentation Agent: Merrill (as defined below) (in such capecity.
the "Documentation Agent™: tegether with the
Adainistrative Agent, the “"Agents®).

The benks, financial institutions and eth<”
entities, including Morgan Guaranty Trust
Company of New York
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("Morgan®™) and Merrill Lynch Capital Corporation
("™Mer-ill™) selected in the syndication effort
(collectively, the "Lenders"™).

I1. Types and Asounts of Credit Facilities

...... *resssnscccvecsscscrensssensanre

Ter= Loan Fecility - I

..... esccscsessnrnsnen

Amount : $2,500,000.000. (the loans thureunder, "Tero
Loen - I").

Maturity: Term Loan - § shall be paysble on the earlier
of six months frem the STB Approval Date and
three years fros the Closing Date.

Avai labi Llity: A portion of Ters Loan - I shall be drawn . the
Axquisition Date and & portion on the Merger
Date. The cosmitrents under the Term Loan
Facilit; - 1 shall terminate on the Merger Date
inmec ately ofter the final funding of Term Loan
- 1.

The proceeds of Term Loan - I shal: be used to
finance the Acquisition and to pay related
fees and expenses.

Term Loan aeflity - II

........ sesccscncsnccne

Aacunt: $3.000.000.900 (the loans thereunder, "Ters
Lloan - II%).

Maturity: Term Loan - II shall be payable in full 24
sonths after the maturity of Term Loan - I.

Avai lability: A portion of Ters Loan - II shall be drawn on
the Acquisition Date and & portion on the llergiur
Date. The commitments under the Tera Loan
Facility - 11 shall terminate on the Merger Date
iamedistely after the final funding of Term Loan
- II.

The proceeds of Tera Loan - II shall be used
to finance the Acquisition and to pay related
fees and expenses.

Term Loan Facility - IIl

$3.000.000.080 (the losas thereunder. "Tera
Loan - I1I%; * gether with Turm Loan - I and
Tera Loan - 1., the "Term Loans™)}. The Tera
Loan Facility - 1, Ters Loan
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Facility - 11 and Term Loan Facili'y - 111 are
collectively referred to herein s the "Tera
Loan Facilities”.

Maturity: Tera .can - 111 shall be payable six and
one-ha.f years from the Ciosing Date.

Avai labi lity: A portion of Term Loan - III shall be drawn on
the Acquisition Date and a portion on the Merger
Date. The commitments under the Tera Loen
Facility - 111 shall terminate on the Merger
Date immediatly after the final funding of Ters
Loen - III.

Amortization: [To be determined. but substantially equal
quarterly payments).

Purposs : The procesds of Term Loen - III shall be used
to finance the Acquisition and to pay relsted
foes and expenses.

Revolving Credit Facility

Type and Amount of Facility: Five-year revolving credit facility (the
"Revolving Credit Facility”) in the smount of
$3.000.000,000 (the loans thereunder, the
"Revolving Credit Loans®™). The Term Loan
Facilities and the Revolving Credit Facility are
colliectively refertod to herein as the "Credit
Fecilities”.

Maturity: The Revolving Credit Feocility shall msture
five yoars after the Closing Date (the
“Revulving Credit Termination Date™).

Avai labi Lity: The Revolving Credit Facility shall be
svailable on a fully revolving basis
commencing on the Acquisition Date and ending
on the Revolving Credit Termination Date.

The proceeds of the Revi ving Credit Loans shall
be used to finance the Acquisitien, to pay
reiated fees and expenses, to refinance &
portion of ti.) existing bank debt of Ironhorse
(including under tiv existing credit agreement).
and for general corporate purposes.

Minisun asounts of $25.000.008 vith sdditional
increments of $1,000.000 . Drawdowns are at
the Sorrower’'s option with same cay nctice for
Base Rete Loans, one businass dev's for Money
Market Absolute
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Rste Losns, two business days for Adjusted CO
Loans, three business days for LIBOR Losns, an!
five tusiness days for Money Merket LIBOR Leans.

Money Merket Option The lorrewer msy reguest the Agent to seolie!t

Description: comgetitive bids frem the Banks at a2 margin over
LISIR or st an sbsoinid rate, for interest
periods of 30 deys or more. Each Bank will bid
at its own discretion for amcnts up to the total
amount of commitaents and the Sorrower will be
snder ne ob! gation to acoept any of the bids.
Any Money Marist sdvences mede by a Bank
shall be dessid usage of the fecility for the
purpose of fees and availability. However, esch
Sank's sdvance shall not reduce such Benk's
ebligation to lend 1ts pro rats share of the
ressining undrewn commitment.

81d Jelection Mechanism: The Borrower will
dotornine the aggresste sscunt of bids, if eny,
it will scoept. Bids will be accepted in order
of the lowest to the highsst rates ("Bid
Rstes”). If two or more Sanks bid at the same
8id Rate and the anount of such bids ecoepted is
less than the aggregete asount of such bids,
then the amount to be borrowed at such Bid Rate
will be allocated amony such Banks in prepertion
to the amount for which esct Bank bid at such
81d Rate. If the bids ere «ither unacceptably
high to the Sorrewer or ar. insufficient in
amount, the Borrower mey cancel the auctien.

111. General Provisions

eescnccsccsccscscee

Fees and Interest Rotes: Soe Pricing Grid.

Borrowing Optiens: LIBOR, Adjusted CD. Base Rate and for the
Revolving Credit Facility only, Money Murket.

CO will be sutemstically sdjusted for reserves
end other regulatory requirements. LIBOR
adjusteents for Reguiastior D will be charged by
Banks individually.

Base Rate means the higher of Morgan's prise
rate or the federal funds rete « 0.58%.
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Interest Periods: Syndicsted Borrowings:
LIBOR Loans - 1, 2, 3, or 6 meaths.
Adjusted CD Loans - 38, 68, 98, or 180 ways.

Non-Syndicsted Borrowings:

Money Market LIBOR Losns - minieum 1 aorch.
Money Market Absolute Rate Loans - min. 14
days.

Optionsl Prepaynsnts uad

Commitzent Reductions: Sase Rate Loans msy be prepsid st any time on
one business day's notice. LIBOR, Adjusted CD
and Money Market Loens msy mot be prepeid
before the end of an Interest Period.
Optional prepaymentes of the Term Loans may not
be reborrowed. Money Market Loans may not be
prepaid without the consent of the relevant
Lender .

Mandstory Prepsyments and

Commitment Reductionms: The following asounts shall be applied, prier
to the Acquisition Date, to reduce the
counituents under the Term Loan Fasilities, and,
following the Acquisition Date, to prepay the
Tera Loans:

(a) 1003 of the net cash proceeds of any sale or
issusnce of equity or incurremnce of indebtedness
(subject to customary exceptions, including an
exception for the net cash proceeds from the
issuance of stock in connection with employee
benefit plans and dividend reinvestasnt plan>)
after the Closing Date by lronhorse or any of
its subsidiaries (including, sfter Consummstion
Date, Mainline snd its subsidisries); and

(b) 108% of the net cash proceeds of any sale or
other dispesition after the Closing Date by
ironhorse or any of its subsidiaries (including,
after the Consummation Date, Mainline and its
subsidiaries) of any assets (excluding (i) the
ssle of inventory in the ordinary course of
business, and (1i) individua! asset sales the
proceeds of which do not exceed $19,.000,080, and
(i11) sales of those =ssets listed on Annex II
hereto, the proceeds of which were prejected in
ironhorse's bese projections to be received by
1renhorse in the 18'6 fiscal yeear); and

Mendetory Ters Lotn commitsent reductions shall
be applied first, to the reduction of the
cone” tnents under the Tera Loan Facility - I,
second. ¢o the reduction of the
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comnituents under the Tera Loan Fecility - Ii
and third, to the reductior of the comeitasents
under the Ters Loan Facility - III. In the event
of any reduction of the commitments under any
Tera Losn Fecility, the installments specified
for the relevant Term Loan herein shall be
reduced ratably. Mendatory Tera Lesn prepayme: . ¢
shall be applied first, to the prepsyment of
Ters Loan - I, swcond, to the prepayment of Ters
Loan - Il snd third, to the reduction of the
commitasnts under the Tera Lean Feecility - III.
Each such prepsyment shall be applied to the
installsents of the relevant Ters Lean ratably
in accordance with the then Ju.standing amounts
thereof. Mandstory prepayments of the Tera Loans
asy nct be reborrowed.

Guarantess and Collateral

ALl cbligations of the Borrower under the
Credit Documentation shall be unconditionally
guaranteed by the Guaranters.

Collatersl: The Credit Facilities shall be secured by &
perfected first priority security interest in
(1) the voting trust certificates of Mainline,
(11) the sheares =f gll significant
subsidiaries of Irenhorse and. sfter the
Consummstion Date, (111) the shares of all
significant subsidiariss of Mainline. The
collateral shall be relossed wpon Ironhorse
receiving unsscured senior eredit ratings frem
S$3P and Moody's of at least B8B- and Baa3,
respectively.

Certain Conditions

Initial Borrowing Conditions: The making of the Losns on the Acquisition
Date shall be conditioned upon satisfaction of
each of the following conditions precedent:

() Each Credit Party shall have executed and
delivered satisfactory definitive financing
documr station with respect to the Credit
Facilities (the "Credit Documentation®).

(b) There shall have been validly tendered to
1ronhorse sufficient shares of Mainline common
stock to enable lronhorse to effect a merger of
Mainline with a whelly-owned subsidiary of
Ironhorse, without the reguiresent
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of sny uetion by any other Msinline security
tolder; all conditions to purchase set forth in
the Offer to Purchase shall have been sc:isfind
without waiver or amendment (except with the
prior written consent of the Required Lenders),
and Ironhorse shall have acoepted for purchase
all such tendered shares.

(¢) Concurrently with the msking of the Loans on
the Acquisition Date, Ironhorse's existing
credit agreement shall have been tersinsted and
all ssounts outstanding thereunder shai!

have been repaid.

(d) The Lenders, the Agents and the Arrangers
shall have received all fees and expenses
required to be paid on or before the Acquisition
Date.

(@) The Lenders shall have received prior to the
[Closing Date) consolidated ironhorse/Main!ine
pro forms financial statements as of [September
30, 1998], sdjusted to give effect to the
consummation of the Acquisition and the
finencings contemplated hereby (ss if such
events had eccurred on such date).

(f) The Agents and the Lenders shall be
sstisfied that the Credit Facilities. the use of
procesds thereof and the collateral security
therefor comply in all respects with Regulations
G. T and U of the Board of Governors of the
Federal Reserve Systea.

(.)Thol'l'ldnllm”rwdthotomdm
voting Trust and such terms shall be acceptsble
to the Lenders.

(h) lronhorse sha.l have acquired concurrent ly
with the making of the Term Loans, directly or
indirectly. all of the issued and outstanding
cosmon steck of Mainline (on a fully diluted
besis) at a purchase price (1) not to exceed
$108.90 per share and (11) not to exceed
$11.500.000,000 in the aggregate, including fees
and essumption of debt.

(i) ALl governmental and material third party
approvals (including epprovals under the
Hart-Seott-Rodino Antitrust lsprovements Act of
1976 end other consents [but excluding STB
spprovel]) necessary in connection with the
Acquisition and the financing conteap lated
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hereby shall have been obtained and be in full
forze and offect, and all applicable waiting
periods shall have expired without any sction
being taken by any competent sutherity which has
restrained. prevented or otherwise imposed
saterially adverse conditions on the Acquisition
or the financing thereof. The Agents and the
Lenders shall have received copies, certified by
Ironhorse, of all filings mede with any
governmental suthorities in connection with the

Acquisition.

(j) The Lenders shall have received such legal
opinions (including (1) epinions from counsei teo
Ironhorese and its subsidiaries, (11) opinions
(1f any) delivered to Iromhorse by counsel to
Mainline, sccompanied by reliance letters in
favor of the Lenders and (11f) opinions frem
such special counsel as msy be required by the
Agents), documents ani other instruments ss are
custemery for transacticas of this type or as
thyy ssy reasonsbly request.

Ongoing Conditions: Th: making of each extension of credit (that
{rcresses principal outstanding) shall be
conditionsd upon (a) all representations and
warranties in the Credit Documsentation
(including, without limitation, the meterial
adverse change representation) being true and
correct in all material respects and (b) there
being mo default or Event of Default (as
defined below) in existence at the time of, or
after giving effect to the making of, such
extension of credit. The “material adverse
change representation™ shall be to the effect
that thers has bven no material adverse change
(s "Material Adverse Change®™) in the
consolideted financial condition, operations,
astets, business or prospects teken ss a whole
of Ironherse and Meinline frem that set forth
in the inforwation heretofor made available teo
the Lenders.

V1. Rervesentations, Werranties,
Covenants snd Events of Default

The Credit Documentation shall contain
representstions, warranties, covensnts and
ovents of default customary for fiman:ings of
this typs und other terms deesed appropriuie by
the Lenders, including. withsut limitation:
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Representstions and Warranties: Corporate existence; financial condition and
statements (including pro forsa finamcial
statements); no material sdverse change; mno
litigation; no default; ne conflict with lav
or contractusl cbligations; corporate sction
and enforcesbility of Credit Documents:ion;
approvals; use of proceeds (Federal Reserve
regulations); ERISA; taxes: lnvestsent L wpsny
Act; Public Utility Molding Compeny Act:
environmental mstters; subsidiaries; sccuracy
of disclosure; ownership of property;
intellectual property; and crestion and
perfection of security interests.

Consummatior of Acquisition The Sorrewer shall use 1ts best efforts to
cause the STB approval to be obtained and ths
Merger to be consummated st the eer liest
practicable time.

Affirsative Covet ents: Deli.ery of financisl statements, reports
. .i08 with the SEC or deliversd to
shareholders, officers' certificstes and other
informsticn ressonably requested by the
Londers; notices of defaults, litigation and
other material events; continustion of
business and msintenance of existence and
meterial rights and privi leges; cospliance
with laws (including environmentsl lews) and
asterial contractusl obligstions; psyment of
taxes and other obligations; saintenance of
property and insurance; saintensnce of books
and records; and right of the Lenders to
inspect books and records.

Financial Covenants: Ususl end customary for transactions of this
type including. but mnot Llimited to:

(s) interest Coverage Ratio (ss defined below)
st the end of any fiscal gquarter to be not
less than the ratics to be mutusily sgreed
upen.

As used herein, "Interest Coversge Ratio”
shall sean the ratio of (EBITDA-Capital
Expenditures) to Interest Expense deterained
on a rolling four quarter basis; provided.
that until four full fiscsl gquarters ha‘e
passed since the Acquisition Date the Interest
Coverage Ratio shall be measured for the
three. six, and nine month periods commencing
with the first full fiscal quarter after the
Acquisition Date.

(bb) Net Worth on the last day of any fiscal
quarter ending
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after the Acquisition Date to be not less than
the sum of (1) 88% of the Net Werth of
ironhorse/Msinline on the [Acquisition Date],
(11) 50% of cunulstive Met Income (excluding any
losses) since the Acquinition Date and (iii)
1002 of the net proceeds of any equity issuances
since the Acquisition Date, as at the end of
such fiscal quarter.

(c) Leverage Ratio (as defined below) at the end
of any fiscal quarter to be mot greater than
ratios to be autually agreed upen.

As used lsrein, "Leverage Ratio” shall mean the
ratio of Total Debt (including guarantees of
third-party Debt) to EBITDA.

“Interest Expense”, “Net Worth”,K "Net Worth™,
®Capital Expenditures”, “EBITDA" and "Net
Incone™ shall be determined on a consolidated
besis 'n sccordance with GAAP unless otherwise
agreed by Ironhorse and the Agents und shall in
each case be subject to adjustments to be agreed
uwpon by Iremhorse and the Agents.

(d) Restricted Investments (as defined belew)
shall not be permaitted. As used herein,
*"Restricted Investments” shall mean payments,
transfers or other distributions of cash or
other sssets from Ironhorse to Msinline prier to
the Consummstion Date.

(o) Within 45 days of Closing. the Borrower will
have entered into and thereafter maintain
interest rite agreements fixing the interest
rate on st least [4/X) of the principel amount
of its outstanding debt on such terms as are
acceptable to the Lenders.

Negative Covenants: Limitations on: maturities or amortization of
indebtedness (including preferred steck) prier
to the date which is six menths after the
final matr ity of the Leans (subject to &
sutuslly agreed v~<. basket for any such
indebtesness having earlier maturities and
other exseptions to be agreed upen, e.g.
comxrcial paper); indebtedness of
subsidiaries (subject to & mutually agreed
upon basket): investments in Mainline prier to
the STB Approval Dste; liens, including
sale/ leaseback transactions (subject to a
sutuslly agreed upon general
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Seskot for liens and/or sale- lessebecks snd
other exceptions to ba agreed upon); sergers,
corsolidations, liquidaticas, dissolutions and
sales of aseets; ability of subsidiaries to pey
dividends; transsctions with affiliates; and
changes in fiscal year.

Events of Default: Nonpayment of principsl when due; nonpsyment
of interest, fees or other amount when due;
material imsccuracy of representations and
werranties; violation of covenants: cress
ovent of default; benkruptey; certain ERISA
events; materisl judgments; sctusl or ssserted
invalidity of any guarantee or security
document or security interest; and a change of
control. Certain of the events of default
shall include custemary thresholds and grace
periods to be sutuslly agreed upen. For the
purposes hereof, "Event of Default” refers to
any of the foregoing events so long as any
requirement for the giving of notice or the
lapee of tise shall have been satisfied.

VII. GCertain Other Terms:

Voting: Amsndments and waivers with respect to the
.Credit Documeatstion shall require the
approval of Leanders (the "Required Lenders™)
holding Losns and commitments representing not
less then 513 of the aggregate amount of the
Losns end commitments under the Credit
Facilities, except that (a) the consent of
each Lender affected thereby shall be required
with respect to (1) reductions in the amount
of any scheduled payment (including scheduled
installsent psyments), or extensions of the
schedu led maturity date (including scheduled
installmert dates). of any Loen, (1)
reductions in the rate of interest or any fee
or extensions of any due date thereof and
(ii1) increases in the smount or extensions of
the expiry dste of any Lender's comsitment and
(b) the consent of 108X of the Lenders shall
be requir 4 with respect to (1) modifications
to any of tne voting percentages and (11)
releases of all or substantially all of the
collateral (except as provided ss above).

Assignments and Participstions: The Lenders shall be permitted to sssign and
sell participations in their Loans and
cosmitaents, subject. in the case of
sssigneents (other than to another Lender
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or té an affiliate of the sssigning Lender), to
the consent of the Adeinistrative Agent and
Ironhorse (which consent in each case shell not
be unreasonsbly withheld. and which consent
shali not be required 1f there exists s Default
or Event of Defaclt). Nen-pro rats assigneents
shall S¢ permitted. The ainimum assignment
emount shall be $10.000.000 end the aggregate
commitaents and/er Losns retained by any
sssigning Lender shall egus!l at lesst
$25,000.008, unless (1n either case) the
assigning Lender's commitments and Loens are
being reduced to $8. Participants shall have the
sane benefits as the Lenders with respect to
yiold protestion and increased cest provisions.
Voting rights of participants shall be limited
to those matters with respect to which the
affirnstive vote of the Lender frea which it
purchased its participation would be required as
described under “Voting™ sbove. Promissory notes
shall be issued under the Credit Facilities only
upen roguest .

Yield Protection: The Credit Documentation shall comuuin customery
provisions (s) protecting the Lenders agsinst
loss of yield resulting from changes in reserve,
tax, cspital adequacy and other requirements of
lov and frem the 1mposition of wvithholding or
other taxes and (b) indesnifying the Lenders for
“breskage costs™ incurred in comnection with,
among other things. prepayment of a Eurodoller
Loan on & day other than the last day of an
interest period with respect thereto.

Expesses and Indemnification: The Borrewer shall pey (a) all ressonable
out-of -pocket expenses of the Agents and the
Arrangers associated with the syndication of the
Credit Facilities and the preperation,
execution, delivery and adainistration of the
Credit Documentstion and any smendment or waiver
with respect therete (including the reasonchle
fess and disbursements and other charges of
counsel) and (b) all out-of-pecket expenses of
the Agents and the Lenders in connectien with
the enforcement of the Credit Documentation
(including the fees and disburssments and other
charges of counsel).

The Borrower shall indesnify, pay and hold
harsless the Agents, the Arrangers and the
Lenders (and their respective directors,
officers, employees and agents) against sny
loss, liability, cost or expense incurred in
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respect of the financing contemplated hereby or
the use or the proposed use of proceeds thereof
(except to the extent resulting from the grosy
negligence or villful misconduct of the
indemnified party).

Governing Lav and Ferum: State of New York.

Counsel to the Agents and the
Arrangers: Davis Polk & Werdwell

Commitment Termination Date: The Closing Date sust have occurred on or
before Marech 1, 1897.

Facility Fee: Ironhorse shall pay & per annus fee calculated
on a 380 day besis payable on each Lender's
connitment irrespective of usage. quarterly in
arrears, ot the rate set forth on the Pricing
arid attached heretc.

Default Rate: At any tise when either Borrower is in default
in the payment of any amount due under the
Credit Fecilities, the principsl of all Loans
shall bear interest at 23 sbove the rate
othervise spplicable thereto. Overdue
interest, feas and other ssounts shell bear
interest at 2% above the rate applicable to
Sase Rate Loans.

Rate and Fee Basis: AlL per annum rates shall be calcuiated on the
besis of & year of 380 deys (or 385/308 days, in
the case of Base Rate Loens the ‘mterast rate
peyable on which is then besed on the Prive

Rate) for sctusl days elapsed.
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PRICING GRID

Until suck time as the Borrowe/'s ratings shall have been affirmed by 8P
and Moody's following the announcement of the Offer to Purchase (the "Initial
Pricing Period”), pricing shall be as follows:

T L T T evenee cescccss cessvnce

EURGDOLLAR BASE RATE LOAN FACILITY
MARGIN FEES cosT

Sessrescscsssssnssenssessesenssnene

75 bps ® bps 25 bps L + 160 bps

The Evrodoliar Lean Margin, the Base Rate Loan Margin and the facility
fee rate shall be cetermined in sccordance with this Pricing Grid besed upon
Ironhorse's Senier Unsecured Long-Teram Debt Ratings established by S8+ and
Moory's as follows):

B

SENIOR UNSECURED LOMG-
TERM DEBT RATINGS

k=g MOODY'S EURODOLLAR BASE RATE FACILITY TOTAL USED
CATEGORY LOAN MARGIN LOAN MARGIN FEE €osT

ercssssevnccsescsmnssensene R -

1 823+ Baal 22.5 bps 9 bps 12.50p8 L + 35 bpe

2 812 Baa2 35 bps 8 bps 1S bps L+ 50 bpe

R

3 823- Baand 47.5 bps ® bps 17.5bps L + 65 bps

eesvesssscvcncsocee

R A

4 BB+ Bot 75 bps ® bps 25 bps L + 10 bps

N N N P RN I NN N NI s P P e e R eereresss s s ssnsssssanssene CERT T T

$ B2 Be2 87.5 bps 37.5bps L+ 128 bps

1f the Borrower is split-rated and the ratings differential is ene luvel,
the higher rating will apply. unless one of the ratings is sub-investsent
grade, in which case the lower rating will apply. If the Serrower 's
split-rated and the ratings differentisl is two levels or mere, th: rating
at the midpoint will apply. If there is ne midpoint rating, the higher of
the two inter=<diste ratings will apply, snicss one of the ratings is
sub-investeent gi~de. in which case the lower of the two intersediate

ratings will epply.

</TEXT>
</DOCUMENT >




Exhibit (c)(1)

141



THE VOTING TRUST AGREEMENT

THIS VOTING TRUST AGREEMENT, dated as of , 1996, by and among Norfolk
Southern Corporation, a Virginia corporation (“Parent”), Atlantic Acquisition Corporation, a Pennsyl-
vania corporation and a wholly owned subsidiary of Parent (“Acquiror”), and the Bank (the
“Trustee”),

WITNESSETH:

WHEREAS, Acquiror owns on the date hereof 100 shares of common stock, $1.00 par val.e
(“Common Shares”), of Conrail Inc., a Pennsylvania corporation (the “Company”), and has commenced
a tender offer (the “Tender Offer”) to acquire additional (i) Common Shares, and (ii) shares of Series A
ESOP Convertible Junior Preferred Stock, no par value (the “ESOP Preferred Shares” and, together with
the Common Shares, the “Shares”), including, in each case, the associated Common Stock Purchase
RightsisuedpmsuanttothekightsAgreement,datedasofJuly19,1989.betwea:theCompanyand
PirstClﬁago’l‘rustCompanyofNewYork,asRightsAgemataprieeofSlOOperShare,nettothese!ler
in cash, that may be sufficient to empower the Parent or the Acquiror to control the Company (the
“Acquired Shares”).

WHEREAS, the Acquiror wishes to deposit all Shares presently owned and intends simul taneously
withthemptanceforpaymemofmd:AcquiredShuespmsuanttotbeTenderOtfer.orotheme‘ , 10
deposit such Shares in an independent, irrevocable voting trust, pursuant to the rules of the Surface
TnnspomtionBoud(the“STB”),inordertoavoidanyallegmon' or assertion that the Parent or the
Acquiror is controlling orhasthcpowertoeonuoltheCompanypriortotherecap‘ t of any required STB
approval or exemption;

WHEREAS,thePareminmdstoplacethccommonstockofthcAcqnirorinmchvoﬁngmmat
orhnmedhtelypriorwamaga(me“Muget”)oftheAcqmwithandintotheCompa.nypumnnt
toanAg’eementandleofMergenobeemeredintobyandmongthe?uent,theAcqtﬁmrmdthe
Compmy,asitmybeamendedﬁomﬁmetoﬁme(the“AequixiﬁonAgeemt”),inordawavoidmy
aﬂegaﬁmmaserﬁmthatﬂwMergerwomdmuhmmertmmuhgmhavingthepmw
oonu'oltheCompanypﬁortoreceiptofanqulﬁredSTBappmval;

WHEREAS,ndthertheTmswemrmyofiuaﬁliawshasanyoﬁcenmbmrdmbenin
mmmmydheamhdﬁeabuﬁnwmgmumduﬁnp(sdumbedh?mph9hmﬁ
with the Parent or the Acquiror or any of their affiliates; and

WIEREAS,lheTmsteeisvillingwactasvoﬁngtmsteepmmttothetamsofth'n‘l‘rust
Agreement and the rules of the STB,

NOW THEREFORE, the parties hereto agree as follows:

1. Creation of Trust—The Parent and the Acquiror hereby appoint the Bank as Trustee
hmmda,mdmeankhmbyacxpnsaidappommentmdagreawmnTmmmdamkm
Agreement as provided herein.

2. Tnmblmombk—l‘hisTnmAmemmdthenomimﬁmofthedemingthem
d&emﬁaﬂbehevoubkbythc?mntmd&eAqﬁmnndMaﬁﬁnamdMnmﬂnmoﬂy
in accordance with, and to the extent of, the provisions of Paragraphs 8 and 14 hereof.

3. DeposizoanmSmck—ltharemmdtheAcquhmagreethanpﬁorwmeeofAnqu.ired
ShuespmchawdpmmttochenurommeAeanorwindheamcdepodmyfmmeTenda
OﬂawmnderwtheTmnumymchAqmredShnspurdmedpmmmtwmeTendaOﬁe:m
PamtaMtheAcquimakoagreematshmﬂmeomlywithreecipuacqniﬁﬁonorpmchmofmy
addiﬁonalShambyeitherofthem.direcﬂyorindirecﬂy,orbyanyofthciraﬁliates,theywﬂlm:fer
wmemmewﬁﬁuwmwﬁﬁatsformchShmAnsuchwrﬁﬁameeMymm
ammpmbdbypropaimmzntdﬂyemwdfmmnamfmmemeemommmmy
mdproperlyuamkmmmﬂbeexchmgedfmmemmmVoﬁnngaCerﬁﬁamm&ny
inthefomanachedheretoasﬁxhibitA(the“TrnstCertiﬁates"),withtheblanksthcrehap:vropﬁately
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filled in. All Shares at any time delivered to the Trustee hereunder are called the “Trust Stock.” The
Trustee shall present to the Company all certificates representing Trust Stock for surrender and
cancellation and for the issuance and delivery to the Trustee of new certificates registered in the name of
the Trustee or its nominee.

Parent agrees that, at or immediately prior to the Merger, it will transfer to the "rustee all issued and
outstanding shares of the common stock of the Acquiror owned by the Parent, which certificates shall be
duly endorsed or accompanied by proper instruments duly executed for transfer thereof to the Trustee,
in exchange for one or more Voting Trust Certificates substantially in the form attached hereto as Exhibit
B (the “Acquiror Trust Certificates”), with the blanks therein appropriately filled. All shares of the
common stock of the Acquiror at any time delivered to the Trustee hereunder are hereinafter called the
“Acquiror Trust Stock.” The Trustee shall present to the Acquiror all certificates representing the
Acguiror Trust Stock for surrender and cancellation by the Acquiror, and for the issuance and delivery
to the Trustee of new certificates registered in the name of the Trustee or its nominee.

4. Powers of Trustee—The Trustee shall be present, in person or represented by proxy, at all annual
andspedalmeeting;ofshareholdetsofthcCompanysothatallTnmStockmaybeooumedforme
purposes of determining the presence of 2 quorum at such meetings. Parent and Acquiror agree, and the
Trustee acknowledges, that the Trustee shall not participate in or interfere with the management of the
CcnpanyandshallukenootheracﬁonswithrespectwtheCompanyexceptinaccordana:wizhthe
termshexeoﬁTthrmeeshaﬂexerdseaﬂvoﬁngﬁghsinrupemoftheTnmSV z to approve .ad
effect the Merger (including, without limitation, by means of a “short-iorm” merger pursuant to Section
1924(b)(ii) of the Pennsylvania Business Corporation Law), and in favor of any proposal or action
necessary or desirable to effect, or consistent with the effectuation of, the Parent and Acquiror’s
acquisition of the Company, pursuant to the Acquisition Agreement, and without limiting the generality
oftheforegoing,ifthereshallbewithmpectwtthoardofDireamsonthompanyan“Elecﬁon
Comett"asdeﬁnedintheProxanlesoftheSemﬁﬁes::dExchmgeComision(the“SEC"),inwhich
one slate of nominees shall support the effectuation of the Merger and another oppose it, vote in favor
oftheremovalofanydireamsoppodngtheMcrgerandinfavorofthcelecdonofthesmesuppmﬁng
theeﬁeauaﬁonoftheMugu.Inaddiﬁon,forsolongaslheAcquisiﬁonAgecmem’uineffea,the
TmmmmvoﬁngﬁghsmmpeaofmeTmSw&.wummyoman
budneswmbinaﬁmmshﬂnmsacﬁm(hdudh&wiﬂmutlﬁninﬁm,mymﬁdaﬁm,sﬂem
purd:axdm.mpnﬁaﬁomreapidiuﬁm,ﬁmﬁdxﬁmmwhdhsupofmbyme&mpmy)
involving the Company, but not in~olving the Parent or one of its subsidiaries or affiliates (otherwise than
inconnecﬁonwithadispodﬁonpmuantto?angnpﬂ),nottobe@ﬁeaedlnaddition,the'rmsteeshall
exerdseallvotingrightsinrespectofthe‘l‘nmSunkinﬁzvorofmyproposaloracﬁonneeeuuyor
dedrabbwdhpaeoanmSmdmamdamwiummphSthExwptspmidedhmemree
i i Mngmmmh?mmhswwtpdormmemnmermmﬂmaﬂ

omeStodﬁ&mmaﬂmmhdudingwithom!ﬁniuﬁmtbedxﬁmmmﬂof
direaors,votedonbytheshareholdenoftheCompany(whetheratareguhrorspedalmeeﬁngor
pursuanttoamanimouswrmenconsent)inthcsameproponionuallShares(othertlnn'l‘mstStock)
arevotedwithrespeatosuchm:‘.as.Inaa.':;:ingitsvoﬁngﬁghtshmdaneewiththis!’mmh
4,t.he'['rustee:halltakesudlactionsatanannual,specialorothctmeetingsofstockholdasofthe
Companyorinconnecﬁonwimanyandalloonsentsofshareholdeninlienofamﬁng.

5. Further Provisions Concerning Voting of Trust Stock—The Trustee shall be entitled and it shall
beitsdutytoexen:iseanyandaﬂlvoﬁngﬂdminretpectoftheTnmchkdthuinpemnorbypmxy,
as hereinafter provided (inductngwithontﬁmimﬁon?anpaphs4and8(b)hereof).mbsothenise
directed by the STB or a court otcompetemjm-isdiction.SubjeatoPmmh4.theTmshannot
uerdsethevoﬁngpowersc'ftthmstStockinanywaysoaswaeateanydependeneeorinweorporars
relationship between (i) anyoralloftheParent.theAcqnimrandtheirafﬁliates.ontbeonzhand,and

ii itsafﬁliaws,ontheotherhand.lhetcrm“aﬁliate”or“aﬁliam"wherevermedin
this Trust Agreement shall have the meaning specified in Section 11323(c) of Title 49 of the United States
Code, as amended. The Trustee shall not, without the prior approval of the STB, vote the Trust Stock to
elect any officer, director, nominee or representative of the Parent, the Acquiror or their affiliates as an
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officer or director of the Company or of any affiliate of the Company. The ““rustee shall be kept informed
respecting the business operations of the Company by means of the financial statements and other public
disclosure documents periodically filed by the Company and affiliates of the Company with the SEC and
the STB, and by means of information respecting the Company contained in such statements and other
documents filed by the Parent with the SEC and the STB, copies of which shall be promptly furnished to
the Trustee by the Company or the Parent, as the case may be, and the Trustee shall be fully protected
in relying cpon such inirmation. The Trustee shall not be liable for any mistakes of fact or law or any
error of judgment, or for any act or omission, except as a result of the Trustee’s willful misconduct or gross
negligence. Notwithstandin the foregoing provisions of this Paragraph 5, however, the registered holder
of any Trus. Certificate may a: any time with the prior written approval of Parent—but only with the prior
writtenappxwaloftheSIB—-insu-uatheTmsteeinwriﬁnngotetheTrustchkreprmtedbymch
Trust Certific ate in any mavuer, in which case the Trustee sh .l vote such shares in accordance with such
instructions.

6. Transfer of Trust C ertificates—All Trust Certificates shall be transferable on the books of the
Trustee by the registered holder upon the surrender thereof properly assigned, in accordance with rules
tromtimetothneectablishedfortthmposebythe‘l‘rustee.Untilsotnnsferred,du'l‘rnsteemayu'eat
the registered holder 2 owner for all purposes. Each transferee of a Trust Certificate issued hereunder
shall,byhisaccepv.ncethereoLamttoandbeeomeapmytothisTmstAgreement,mdshaum
all attendant rights and obligaticus.

7. DMdendsMDﬁuibudom—Pcnding&etamimﬁmof!hisTmﬂuhemhaﬁupmided,me
Tmstee:hall.imediatelyfollowingthereceiptofcachwhdividendorcnshdisuibuﬁonasmybe
declaredandpaidupontheTrustStock,paythesameovertoorsdireaedbythcAcquirorortooras
dheaedtv&ehddaofﬁ.eTnmCuﬁﬁamhmmdum&mappeaﬁngm&eboobof&sz
TheTrvsteeshallreceiveandholddividendsanddisuibuﬁonsotherthanashuponthesmetemsand
conditions as the Trust Stock and shall issue Trust Certificates representing any new or additional
seaxﬁﬁesthatmaybepaidasdivid:ndsorotherwisedism’butedupontheTr‘tstSwdwtberegimred
holders of Trust Certificates in proportion to their respective interests.

8. Disposi:ionoanmSzock;Tenninazionoanm—(a)ThisTnmisaccepwdbytheTrmemhjea
totheﬁghthmbyreservedinthePuentatanyﬁrxtosello'makeanyotherdispodﬁonofthewbole
or any part of the Trust Stock, whether or not an ~vent describec in subparagraph (b) below has occurred.
neTmmmnmkeaﬂadiommmbiyrequxtedbymer(mdudhgwimomlhnmﬁon.
excrdsingallvoﬁngﬁghtsinrecpectomestchkinfz"mo!mypmpocdoruﬁonmor
desirable to effect, or consistent with the effectuation of ¢ with respect to any proposed sale or other
disposition of the whole or any part of the Trust Stock by the Acquiror or Parent that is otherwise
perminedpursuanttothis?mph&lntheeventotapanﬁnedaleofTﬂmStockbytheAqﬁmr.
theTrmmwmeenmt&ewnﬂdu:ﬁonmmforkpayabkwmmuwabhbymeﬁm,
promptlypay,orcausetobepaid,uponthcmderoftheAcqnirorthenetproceedsofMalctothe
registeredholdersofthe'l‘nstCerﬁﬁcawsinproporﬁonwthcirrespecﬁveinmltisdxeintenﬁonof
this Paragraph that no viclation of 49 U.S.C. Section 11323 will result from a termination of this Trust.

(b) lntheeventtht:S’I‘Bbyﬁnalordershaﬂ(i)appmveorazmptthewquisiﬁonofcon&olofthe
Companybyt.hcAcquirar,ti\eParentoranyoftheirafﬁﬁatesor(ﬁ)approveorumpumgerbetween
thcCompanyandtheAcquimr,the?nentmmynftheiraﬁﬁates,thenhnmedindyupmtbedh’ecﬁon
oftheParen!ardthedeliveryofacerﬁﬁedcopyofsudvorderoftheSTBorothupvemmenulauthoﬁty
withrespectthereof,or,intheeventthatSubﬁdeIVofotle49oftheUnitedSmesCode,orother
cantrollinglaw,isamendedtoaﬂowtheAcquimr,theParentortheﬁaﬁlhm:oanquinmmlofthe
CompmywimomobminjngMBmothagovermenuJappmvaLupmdeﬁvayofmophionof
independcntcomselselwedbytheTmteethatnoorderoftheS'l'Borothergovemmentalamhoﬁty
is required, the Trustee shall either (x) transfer to or upon the order of the Acquiror, the Parent or the
holder or holders of Trust Certificates hereunder as then appearing on the records of the Trustee, its right,
titleandinterstinandtoallott.he'l‘mstStockthenheldbyitinaccordancewiththeterms,condiﬁom
andagreementsofthis'rmstAgeememand-nottheretoforetnnsien'edbyitasptovidedin
subparagraph (a) hereof, or (y) if shareholder approval has not previously been obtained, vote the Trust
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Stock with respect to any such merger between the Company and the Acquiror, the Parent or any affiliate
of either as directed by the holder or hol¢ :rs of 2 majority in interest of the Trust Certificates, and upon
a.nysuchmergerthis'l‘rustshallceaseandcometoanend.

(c) In the event that the STB should issue an order denying, or approving subject to conditions
unacceptable to the Pareat, any application or petition by the Acquiror, the Parent cr their affiliates to
merge with or otherwise exercise control over the Company or the surviving corporation in the Merger,
andsuchorderbecomesﬁmlafterjudicialrevieworfailuretoappeal,l’arentshallnseitsbesteﬁomw
sell.dism’buteorotherwisetodisposeofthe‘rmstStockoralloftheassetsoftheCompanyorthe
snwivingcorpontionintheMcrger,tooneormoreeligiblepurehasers.duﬁngaperiodoftwoyearsaﬁer
suehorderbeeomesﬁnalmerjudicialrevieworfaﬂmwappeal,andsubjecttoanyjuﬁsdictionofthe
STB to oversee Parent’s divestiture of Trust Stock. At all times, the Trustee shall continue to perform its
dutiesunderthisTmtAgreememand,shouldParentbeunsumsfulinitseﬂomwsellordism'butc the
Trust Stock during the period referred to, the Trnsiee shall then as soon as practicable sell the Trust Stock
formhtoeligiblepurcbasetsinsuchmnexmdtorsuchpﬁeeastheTnmeeinitsdisueﬁonshalldeem
reasonable after consultation with Parent. {An “eligible purchaser” hereunder shall be a person or entity
thatisnotaﬁlinedwithParemmdwhidhasaﬂnemaryreguhtoryauthority,ifany,topnrchasethe
TmstStoek.)PnentagreestocoopentewiththeTmsteeineﬁwﬁngmchdisposiﬁonmdtheTmstee
agreastoaainacoordancewithanydireeﬁonmadeby?atemaswanyspedﬁctemsormethodof
disposition,tomementnotinconsistemwithmyofthetemsotthis‘l‘rustAgreementandwiththe
reqnirementsoﬂhewrmsofanymorcounordenneprooeedsofthesaleshallbcdism’buwdtoor
upont.heorderofPu'entor,onapronxabasis,totheholderorhﬂldersofthe’l'mstc:niﬁmes
heremdaathenknownwtheTnmae.anmeemy,iniumnablzdisaeﬁomrequirethe
sunendutoitoftheTane:ﬁﬁamhmmderbefmepayhgwmeholdcrhisshmoftheM
UpondispositionofalltthrustStockpmsuamtothisparagnpr(c).thisTrustshalloeneandcome
to an end.

(d) Unless sooner terminated pursuant to any other provision herein contained, this Trust
Agreement shall terminate on , ,and may be extended by the parties hereto, so lung as no
violation of 49 U.S.C. Section 11323 will result from such termination or extension. All Trust Stock and
anyotherpropa‘tyheldbytheTmneehereunderuponsuehterminaﬁonshaﬂbedimﬂmtedwornpon
t.heo:deroftheAcquiror.'rheTmaeemay,initsreasonabi.edisaeﬁon,requirethesunendertoitofthe
TmWWbdm&eMwemmﬁerof&zzw&hmMmdmdw

(e mmshanprompﬂyinfomthemofmymmdispodﬁonaanmchk
pursuant to this Paragraph 8.

§9) Exwptuapteulypmvidedinth’.sPuagnph&theTmsteeshallnotdisposeot.orinmyway
encnmba',the’l‘mstStock,andanymnsfcr,:aleorenunnbranceinviohﬁonoftheforesoingshallbenun
avd vnid.

9. IudepandaweaftheTm—Nei(hertheTmsteenmanvaﬁliatzoﬂheTmsteemyhave(i)my
oﬁm.mmbenof&dnupeainboudsofdim&hwmnm&zmmogmhmgm
anyaﬁliateofeither,or(ii)anydhracrindimbuﬁnesmgmmsordealinp.ﬁnndﬂor
omewke.wimchcqukonmePamtmmyaﬁlhwofeimenommmdeaﬁnppmﬁnmgmme
esubﬁshmentandanyhgwtofmkvodngmnmmvumnthmenockmwwﬁﬁsofthe
AcquimtorthePuentmmaﬁﬁﬁeofdtherbythemee,:honofobuhhgammﬂinginm
willnotbewnﬁdrmdapmibedbuﬁmmnmemmduﬁng,bminmewmmﬂnym
invesunentbythel'msteeinvoﬁngseaniﬁsoftheAcqnimthertorthdraﬁﬁatumedﬁve
pementoftbdroumdinsvoﬁnsseuniﬁsandinnoevent:hanthe'rnmoeholdaproportionofsnch
voﬁngseaniﬁeuomhsmﬁalswpexmitthe‘rmneeinanywaytoconuolordireathcaffainoithc
Acqniror,tthuentmthehamﬁawsNdmameAcqmmertnmthehaﬁnammupmd:m
thestockorseaniﬁecoftheTmsteeormyaﬁliateoftthxustee.

10. Cmpanaﬁonofdwfrma—mﬁuneeshmbemﬁuedwmodvembbmdmmy
compwﬂﬁmfowaﬂmmnderedbyitsTnmumdamemmfmdnidwmpensaﬁmw
theTmnee,wgethawithauconnnlfees.mes,orotherexpensesreasonablyinamedhereunder,shall
bepromptlypaidbytheAcquimronhert.




11. Trustee May Act Through Agents—The Trustee may at any time or from time to time appoint
an agent or agents and may delegate to such agent or agents the performance of any administrative duty
of the Trustee.

12. Concerning the Responsibilities and Indemnification of the Trustee—The Trustee shall not be
answerable for the default or misconduct of any agent or attorney appointed by it in pursuance hereof if
such agent or attorney has been selected with reasonabie care. The duties and responsibilities of the
Trustee shall be limited to those expressly set forth in this Trust Agreement. The Trustee shall not be
responsible for the sufficiency or the accuracy of the form, execution, validity or genuineness of the Trust
Stock, or of any documents relating thereto, or for any lack of endorsement thereon, or for any
dscriptiontherein,norshalltheTrusteeberesponsibleorﬁableinanyrupectonmtoftheidenﬁty,
authorityorﬁghtsofthepemmexewﬁngmdeﬁveﬁngorpmporﬁngmmworddivermysud:
'l'mstStockordocumemorendorscmentorthisTmstAgreemenchceptforthemﬁonanddeﬁvery
ofthis'l’rustAgreementbythisTmstee.TheAcquﬁ'orandthePamtapeezhattheywﬂlataﬂﬁm
prowa,indemnifyandsavchmmleutheTmneeﬁ'omanyloss.costorexpenseofanykindorehuam
whatsoeverineonnectionwiththis'rnmexneptthose,ifany,growingoutof!henegligenceorwmﬁd
miseanductonhe‘rrustee,mdwinaanﬁmesthemselvesundeﬂake.asumeﬁﬂlraponsibilityfor,md
paya.lleostsandapenseofanysuitorliﬁgaﬁonofanydnna:r,indndingmypmmdingsbefomthe
S’I‘B,withrapeatothe'l‘nmStockofthisTnmApeement,andiﬂheTmteeshallbemadeapmy
thereto.memmwmehmtwmmmmmWMgmbkmfea,w
which r.he'.'.'msteemybembjeabyresonthereotprovided,howeventhattthcquhormdthert
shall not be responsible for the cost and expense of any suit that the Trustee shall settle without first
obtainingtberttwﬁuenm'.Lmesteemyco&mhwithooumeludtheopinionofsucb
wumlmnbemnawwmpmamhoﬁnﬁonmdm%ﬁmhmofmyuﬁmukenmmimd
msuﬁemdbymemeehmmdaingoodﬁithmdinmrdmwithmchopinion

13. Trustee to GiveAccomonalders—TotheexlemreqnenedtodosobytheAequirorormy
r@amnomaame.memmwummmmeﬂm
infoxmﬁonwithrecpealo(i)aﬂpropertytheretoforedelivmdtoius'l'mtee.(ii)allpropertythmheld
by it as Trustee, and (iii) all actions theretofore taken by it as Trustee.

-14. RzﬁgmﬁomSWgDquhﬁcnﬁmoanawe—Tthm.mnymM
appdn%myﬂmyﬁmeredpbyﬁvhgﬁnyﬁys’wﬁmmﬁxoﬁedmﬁonwmwmme
Sm.umtMnlanﬁﬁmdmmwmeeﬁecﬁvednedwdmmw:amm
mmewﬂdzﬁaﬂ(i)nﬁdy&ereqﬁrmuof?mmh9hawfud(ﬁ)beawmw
and doing business under the laws of the United States or of any State thereof and authorized uader such
hwsweurdxwrponwuummhvhgambinedaphdmdnnplmofummnd
subject to supervision or examir ation by federal or state authority. If no successor trustee shall have been
mummmwmmmmtummaysmwmchmdm
noticeofresigmticn,thcredgning'&meemypeﬁdonmyeampemtanthoﬁtyorcomofmpetm
jmmmmewhmt&amm.mwﬁmmﬁonbymzmm
ot&eTmmtpwusmdduﬁahamdmacopydtheMmmdmmpﬁoanbedeﬁv«ed
by the Trustee to the Parent and the STB and all registered holders of Trust Certificates shall be notified
ofitsmpﬁon,whereupontheTmeeMbedischargedoftbepowenandduﬁuofthe‘l'mstee
henmdamdmemmmmnbemevawdwithswhpmnmddnﬁuhmeevwofmy
mateﬁalviohﬁonbythe‘l‘msteeofthete:msmdconditionsofthisTmtAgmmt,meTmteeshn
become disqualified from acting as trustee hereunder as soon as a successor trustee shall have been
selected in the manner provided by this paragraph.

15. Amendment—Subject to the requirements of the Acquisition Agreement, this Trust Agreement
mayﬁomﬁmemﬁmebemodiﬁedormdedbymmmwdbytheTmnee,theAcqniror(if
executedpriortotheMetger),thertandaureginavjholdmoftheTmCerﬁﬁam(i)pmam
toanorduoftheSTB,(ﬁ)withthepﬁorappuwalofthe{m.(ﬁi)inordertompiywithanyorderof
the STB or (iv) upon receipt of an opinion of counsel satisfactory to the Trustee and the holders of Trust
CertiﬁatathaunorderoftheSI‘Bapproving:uchmodiﬁuﬁonormndmemisnotrequiredandthn
the amendment is consistent with the STB's regulations regarding voting trusts.
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16. Governing Law; Powers of the STB—The provisions of this Trust Agreement and of the rights
and obligations of the parties hereunder shall be governed by the laws of the [Commonwealth of
Pennsylvania,] except that to the extent any provision hereof may be found inconsistent with subtitle IV,
title 49, United States Code or regulations promulgated thereunder, such statute and regulations shall
control and such provision hereofshanbegiveneﬁectonlytotheextentpcrmiuedbysuchmtuteand
regulations.lntheeventthattheSTBshalLatanytimehereafterbyﬁnalorder,ﬁndthalcompliancewith
law requires any other or different action by “he Trustee than is provided herein, the Trustee shall act in
accordance with such final order instead of the provisions of this Trust Agreemcat.

17. Counterparts—This Trust Agreement may be executed in counterparts, each of which shall
con:titnteanorig’nal.andoneofwhichshaﬂbeheldbyeachofthe?aremandtheAcquirornndtwoshall
beheldbythe'rrnstee,oneofwhichshallbesubjeatoinspectionbyholdersof‘l'mstCertiﬁcateson
reasonable ~otice during business hours.

18. Filing With the STB—A copy of thic Agreement and any amendments or modifications thereto
shall be filed with the STB by the Acquiror.

19. SuwmonmdAnigm—IhisTnmAgreememshanbebhdmgupmmemmdudgm
tomepnﬁuhaew.hdudingﬁmommﬁmmnwmemmmmePuembngen
mwﬁdaﬁonmommnepuﬁsageemathewmymnbemexprwmkdpanybeneﬁduy
dkamApemLEmeptamhemkeapm!ymmnhhemmywmemrequbedﬁomthe
CcmpanyherelmdershaubegrmtedorwithheldintheCompmy’ssoledineﬁon

20. Suxasionoffuncdom-—mterm“m”indudesmymmagencyorpvemmenm

i amhmizedwwryouttheretpomibﬂiﬁesmarﬂedoutbymzmmww
oonﬁsteacywithtthnbﬁcinterenofnﬂmergersmdmbimﬁom.the
remﬂaﬁonofvoﬁngmhrupedof&eacquiﬂﬁmofmuiﬁsofmﬂarﬁmmmia
mmﬂhgﬁmnd&eumpﬁmdwednﬂmgmmdmbhﬁommmemﬁmm

21. Notices—Any notice which mypmyheretomygivetotheotberhereundershallbeinmg“
awmﬂbep'vmbyhanddeﬁvm,mbyﬁmdmmﬁmredmﬁLmbycwmigmwmmm,mby
facsimile transmission confirmed by one of the aforesaid methods, sent,

If to Purchaser or Acquiror, to
Norfolk Southern Corpo.ation
Three Commercial Place
Norfolk, Virginia 23510
Attention: Vice President—Law

If to the Trustee, to

AndifwtbeholdenomenCerﬁﬁats,wthematthdxaddrmsshownmthemrds

inmyacﬁonforspedﬁcpuﬁormmce.theddemeohdequacyofaremedyn
entiﬂed.inaddiﬁontomyothcrmnedymwhichtheymybeentitledahworineqnity,wmorﬂa
mpeﬂhgspedﬁcpammofmkwmtmnymmﬁmdhmynnemwrﬂwm
dtﬁnghmﬁhdelphi&PvmmyhmEachpmyhmwwmuwpamﬂjmhdicﬁmmmysmh
acﬁonbmngminanysuteorﬁedenlcoun:itﬁnginmﬂaddphh,remylvmia




IN WITNESS WHEREOF, Norfolk Southern Corporation and Atlantic Acquisition Corparation
have caused this Trust Agreement to be executed by their authorized officers and their corporate seals to
be affixed, attested by their Secretaries or Assistant Secretaries, and the Bank has caused this Trust
Agreement to be executed by one of its Assistant Vice Presidents and its corporate seal to be affixed,
Wwwmdmmwmmmuwmmmmmwcm

Attest: NORFOLK SOUTHERN CORPORATION

By

Secretary

ATLANTIC ACQUISI/ ION CORPORATION

By




VOTING TRUST CERTIFICATE
FOR
COMMON STOCK,
$1.00 PAR VALUE
OF
CONRAIL INC.

:NCORPORATED UNDER THE LAWS OF THE STATE OF PENNSYLVANIA

THIS IS TO CERTIFY that will be entitled, on the surrender of this Certificate, to
receive on the termination of the Voting Trust Agreement hereinafter referred to, or otherwise as
provided in Paragraph 8 of said Votin - Trust Agreement, a certificate or certificates for shares
of the Common Stock, $1.00 par valh., - Conrail Inc. (the “Company”). This Certificate is issued
pursuant to, and the rights of the holder hereof are subject to and limited by, the terms of a Voting Trust

Agreement, dated as of , 1996, executed by Norfolk Southern Corporation, a Virginia
WMWMaPWWM& Bank, as
Voting Trustee, a copy of which Voting Trust Agreement is on file in the registered office of said
corporation at , and open to inspection of any stockholder of the Company and the holder
hereof. The Voting Trust Agreement, unless earlier terminated (or extended) pursuant to the terms
thereof, will terminate on ‘ , 80 long as no violation of 49 U.S.C. Section 11323 will resuit
from such termination.

The holder of this Certificate sha2ll be entitled to the benefits of said Voting Trust Agreement,
including the right to receive payment equal to the cash dividends, if any, paid by the Company with

respect to the number of shares represented by this Certificate.

This Certificate shall be transferable only on the books of the undersigned Voting Trustee or any
successor, to be kept by it, on surrender hereof by the registered holder in person or by attorney duly
authorized in accordance with the provisions of said Voting Trust Agreement, and until so transferred, the
Voting Trustee may treat the registered holder as the owner of this Voting Trust Certificate for all
purposes whatsoever, unaffected by any notice to the contrary.

By accepting this Certificate, the holder hereof assents to all the pxovisions of, and becomes a party
to, said Voting Trust Agreement.

IN WITNESS WHEREOF, the Voting Trustee has caused this Certificate to be signed by its officer
duly authorized.

Dated:




FORM OF BACK OF VOTING TRUST CERTIFICATE

FOR VALUE RECEIVED hereby sells, assigns, and transfers unto

the within Voting Trust Certificate and all rights and interests represented thereby, and

does hereby irrevocably constitute and appoint Attorney to transfer said

Voting Trust Certificatc on the books of the within mentioned Voting Trustee, with full power of
substitution in the premises.

Dated:

In the Prssence of:




VOTING TRUST CERTIFICATE
FOR
COMMON STOCK,
$1.00 PAR VALUE

INCORPORATED UNDER THE LAWS OF THE STATE OF PENNSYLVANIA

THIS IS TO CERTIFY that will be entitled, on the surrender of this
Certificate, to receive on the termination of the Voting Trust Agreement hereinafter referred to, or
MuWhEWSdMVmewnammmmw

shares of the Zommon Stock, § par value, of , a Pennsylvania
corporation (t. ¢ “Company”). This Certificate is issued pursuant to, and the rights of the holder hereof
are subject to and limited by, the terms of a Voting Trust Agreement, dated as of , 1996,
MMWNummCapmmanhmmMmmmmCmponﬁm,a
Pennsylvania corporation, and the Bank, as Vo' g Trustee, a copy of which Voting Trust
Agreement is on file in the registered office of said corporation at -, and open to inspection
of any stockholder of the Company and the holder hereof. The Voting Trust Agreement, unless earlier
terminated (or extended) pursuant to the terms thereof, will terminate on ; , 50 long as no
violation of 49 U.S.C. Section 11323 will result from such termination.

The holder of this Certificate shall be entitled to the benefits of said Voting Trust Agreement,
hdudh;ﬁeﬂ;htbredwmwtquﬂw&emm,ﬂny.midbymewm
respect to the number of shares represented by this Certificate.

This Certificate shall be transferable only on the books of the undersigned Voting Trustee or any

successor, to be kept by it, on surrender hereof by the registered holder in person or by attorney duly
authorized in accordance with the provisious of said Voting Trust Agreement, and until so transferred, the
Voﬁnngmaﬁewmumemdthstmwwm
purposes whatsoever, unaffected by any notice to the cont-ary.

By accepting this Certificaie, the holder hereof assen!- to all the provisions of, and becomes a party
to, said Voting Trust Agreement.

IN WITNESS WHEREOF, the Voting Trustee has caused this Certificate to be signed by its officer
duly authorized.

Dated:




FORM OF BACK OF VOTING TRUST CERTIFICATE

FOR VALUE RECEIVED hereby sells, assigns, and transfers
unto thewithinVoﬁnngnCerﬂﬁateandanﬁghumdinmreprmwd
thereby.mddoeshaebyirrevoablycomﬁtmemdappoint Attorney to transfer
uidVoﬁnngnCaﬂﬁammtheboobofthevdthhmenﬁonedVoﬁnng,wnhmnpowerof
substitution in the premises.
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[CAPITAL PRINTING SYSTEM:] [FILE NAME: M:\EDGAR\GENERAL\B7529\17520Xx1.0UT1 FRATT. gctober 24, 1998] [TIME: 2:43 PM) [PAGE 158)
<TEXT>

IN THE UNITED STATES DISTRICT COURT

FOR TME EASTERN DISTRICT OF PENNSYLVANIA

Virginia corporatien,
Three Comasrcial Plsce
Norfolk, VA 23519-219°,

New Acquisition Corporation
Three Commercial Place
Norfolk, VA 23518-2181,

and

Kathryn B. McQuade
5114 Hunting WHills Drive
Roancke, VA 24814,

Plaintiffs,
-sgainst-

Conrail Inc., & Peansylvania
corporation,

Two Commerce Square

2007 Market Street

Phi lade lphia, PA 19107,

David M. LeVan
245 Pine Street
Philade lphia, P 19183-7044,

4. Furlong Baldwin
4000 N. Charles 3t eet
Baltimore, MD 21275-1786,

Daniel B. Burke

Capital Cities/ASC Inc.
77 w. B8th Strest

New York, NY 10823-5201,

s+ sption continued on next page)
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<PAGE>

IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

Roger S. Hillas

Two Commerce Square
2601 Market Strest,
Phi lade lphia, PA 19101,

Claude S. Brinegar
1574 Michael Lane
Pacific Palisades, CA 98272-2826,

Kathleen Foley Feldstein
147 Clifton Street
Belmont, MA 82178-2683,

David 8. Lewis
1755 Burns Street
Detreit, M1 48214-2848,

John C. Marous
109 White Gate Road
Pittsburgh, PA 15238,

David H. Swansen
Countrymark Inc.

950 N. Meridian Street
Indianapolis, IN 46204-3989,

E. Bradley Jones
2775 Lander Road
Pepper Pike, OH 44124-4808,

Raymond T. Schuler
Two Coxmerce Square
2081 Market Street
Phi ladelphia, PA 19101,

and

CSX Corperstion

One .James Center

901 East Cary Street
Richmond, VA 23218,

Defendants.




[CAPITAL PRINTING SYSTEMS] [FILE MAME: M:\EDGAR\GENERAL\G67528\67529X1.0UT] [DATE: October 24, 1998) [TIME: 2:43 PM] [PAGE 160)
<PAGE>

COMPLAINT FOR DECLARATORY AND INJUNCTIVE RELIEF

......................... Secscscsccccssnsnnnsns

Plaintiffs, by their undersigned attorreys, as and for their
complaint, sliege upon knowledge with respect to thesselves and their own scts,
and upon informetion and belief as tc all other matters, as follows:

Nature of the Action

1. This sction arises fros the attespt by defendents Conrail, Inc.
("Conrai l®), 1ts directors, and CSX (arporation ("CSX") to coerce, mislasd, and
fraudulent ly senipulate Conrail's she‘'sholders to swiftly deliver control of
Conrail to CSX and to ferestall any conreting higher bid for Conrail by
plaintiff Norfolk Southern Corporation ("NS*). Defendants' actions are in
violation of the federal securities laws governing proxy solicitations and
tender offers. Further, severai of defendants' actions are illegal and ultra
vires under Pennsylvania statutory lew. Fimally, defendants' actions are {a
plain breach of the defendent Conrail directors' fiduciary duties of care and

loyalty.
2. 1In s surprise move on October 15, 1998, defendants Conrail and

CSX announced a deal to rapidly transfer control of Conrail to CSX and
foreclose any




[CAPITAL PRINTING SYSTEMS) [FILE MAME: M:\EDGAR\GENERAL\B7520\87529X1.0UT] [DATE: October 24, 1896) [TIME: 2:43 PM) [PAGE 181]
<PAGE>

other bids for Conrail (the "CSX Tramsaction™). The CSX Transaction is te be
sccomp lished through a complicated multi-tier structure involving a coercive
front-end loaded cash tender offer, a lock-up stock option and, following
required regulatory approvals or exemptions, & back-end merger in which Conrail
shareholders will recesive stock and, under ce: ‘ain circumstances, cash.
According to the October 16, 1998 Wall Street Jowrnal, the blended value of the
CSX Transaction was $89 per Conrail share. Integr.:l to this deal are executive
success’‘on and compenaation guarantees for Conrai. ssnagement and board
composition covenants effectively ensuring Conrai. directors of continued board

seats.

3. Becsuse plaintiff NS believes that & business combination between
Conrgil and NS would yield benefits to both companies and their constituencies
frs superior to any benefits offered by the proposed Conrsi l/CSX combination,
N is today announcing its intenticn to commence, through its wholly-owned
sJbsidiary, plaintiff NEW ACQUISITION CORPORATION ("NAC®) s cash tender offer
(the "NS Offer™) for any and all shares of Conrail stock at $100 per share, to
be followed by a cesh merger at the same price (the "Proposed Merger.” and
together with the NS Offer, the ™Vs Proposal™)
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4. By this sction, riaintiffs NS, NAC, and Kathryn B. McQuade, a

Conrail shareholder, seek emergency relief against defendants' illegal attempt
to lock-up the rapid sale of control of Conrail to CSX inrough their scheme of
coercion, deception and fraudulent manipulation. Specifically, plaintiffs seek:

° Injunctive relief with respect to defendants' violations of the
federal securities lews, including preliminary fnjunctive relief
enjoining the special meeting of Conraii's shareholders scheduled for
November 14, 1986 and enjoining the consumsation of CSX's tender offer
until corrective disclosures sre sede and sdequately dissesinsted.

Declaratory and fnjunctive relief with respect to fllegal and ultra
vires scts by Conrail end its directors, including s proposed
amendient to Conrafl's charter and the Septeaber 1985 smendment of
Conrail's Poison Pill Plan to include & "Continuing Directer”
limitation on amendment and redemptien.

Declaratory and injunctive relief concerning breach of the Conrail
directors' fiductiary duties of loyalty and care in sttempting to lock
up the sale of control of Conrail to CSX.

In addition, to facilitate the NS Proposal, plaintiffs seek certain declarstory
ralief with respect to replacemsnt of Conrail's Board of Directors st Conrail's
next annual meeting of shareholders.
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Jurisdistion and Venue

§. This Court has jurisdiction over this complaint pursuant to 28
U.S.C. ss.es. 1331 and 1387.

6. Venue is proper in this District pursusnt to 28 U.S.C. ss. 1391,

The Parties

7. Plaintiff NS is a Virginia corporstion with its priscipsl place
of business in Norfolk, Yirginia. NS is & holding compeny opersting rail and
motor transportstion services threwgh its subsidiaries. As of December 31,
1995. NS' raflrosds operated more than 14,500 miles of rosd in the states of
Alsbama, Florids, Georgia, Illinois, Indiana, lowa, Kentucky, Louisiana,
Maryland, Michigan, Mississippi, Missouri, Mew York, Nerth Carolima, Ohio,
Pennsyivania, South Carolina, Tonnessee, Virginia end West Virginia, and the
Province of Ontaric, Canada. The Llines of NS' railroads reach mest of the
lerger industrisl and treding centers in the Southesst and Midvest, with the
exception of those in Central and Southern Florida. In the fiscal yesr ended
December 31, 1985, NS hed net inceme of $712.7 million on total transportation
operating revenves of $4.888 biliion. According to the New York Times, NS “is
considered by many snalysts to be the nation's best-run
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railroad.” NS is the beneficial owner of 100 shares of common stock of Conrail.

8. Plaintiff NAC i3 » Pannsylvanis corporation. The entire equity
interest in NAC is owned by NS. NAC was organized by NS for the purpese of
scquiring the entire equity interest in Comruil.

8. Plaintiff Kathryn 8. McQuade is and has been, at all times
relevant to this action, the owner of Conrsil comson stock.

18. Defendant Conrail is a Peansylvania coiporation with its
principal place of business in Philadelphia, Pennsylvania. Conrsil is ths majer
freight railresd serving America‘s Northeast-Midwest region, operating over a
rail network of approximstely 11,088 route siles. Conrai!'s common stock is
widely hold and trades on the New York Stock Exchange. During the year ended
December 31, 1995, Conrail had net income of $264 million en revenues of $3.88
billion. On the day prior to snnouncement of the CSX Tramssction, the closing
per shere price of Conrail comson stock was $71.

11. Defendant David M. LeVan is President, Chief Executive Officer,
and Cheirman of Conrsil's Bosrd of Directors. Defendants H. Furlong Baldwin,
Daniel B. Burke, Roger S. Hillas, Claude S. Brimegar, Kathleen

7
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Foley Feldstein, David 8. Lewis, John C. Merous, David M. Swansen, £. Bradley
Jones, and Raymond T. Schuler are the remsining directors of Conrail. The
foregoing individual defendant directors of Conrail (collectively, the
"pefendant Directors®) owe fiduciary duties to Conrail and its stockholders,
including plaintiffs.

12. Defendant CSX s a Virginia corperation with its principal place
of tvsiness in Richmond, Yirginia. CSX is e transportstion cempany providing
ra’ ., intersedal, occean container-shipping, barging, trucking and contract
logistic services. CSX's rail transportation eperstions serve the scuthssstern
and midwestern United States.

Fectual Background

The Offer

13. 1n respense to the surprise Octeber 15 snnouncesent of the CSX
Transsction, on Octeber 23, 1908, NS ennounced its intention to comsence &
public tendsr offer for any and sll shares of Conrail common stock st a price
of $180 in cash per share. NS further anncunced that it intends, as soon as
practicable following the clesing of the Offer, to scquire the entire equity
interest in Conrsil by causing it to merge with MAC in the Propoeed Merger. In

the Proposed Merger, Conrail
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comson stock not tendered and accepted in the Offer would be converted into the
right to receive $100 in cash per share. The Offer and the Propoued Merger
represent a 46.8% presius over the closing market price of Conrail stock on
October 14, 1996, the day prior to announcement of the CSX Transactien.

14. In a letter to be delivered on Octeber 23, 1996 to the Defeadant
Directors, NS stetes that it is flexible as to all sspects of the NS propessl
and expresses its eagernc_ 3 to negotiate a friendly merger with Conrail. The
letter indicates, in particular, thet while the NS Proposal is a preposal to
acquire the entire equity interest in Conrail for cash, NS 1s willing teo
discuss, 1f the Conrail board so desires, including a substantial equity
coaponent to the consideration to be paid in a negotiated transsction so that
current Conrail shareholders could have a continuing interest in the combined

NS/Conrai |l enterprise.

The Current Crisis: In a Surprise Move

Intended To Foreclose Cempeting Bids,

Conrail and CSX Announce On Octeober 15

That Conrail Mes Essentially Granted CSX

A Lock-Up Over Contrel Of The Cempany, And
Conrail Schedules A Special Meeting Of Its
Shareholders On Short Netice To Appreve A
Discriminatory Charter Asendment Designed To
Facilitate Quick Completion Of The Lock-Up Desl

R T T T
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15. After many months of saintsining that Conrail was not for sale,
on October 16, 1988 the Conrail Board snnounced an sbrupt sbout fece: Conrail
would be sold to CSX in a sultiple-step transsction designed to swiftly
transfer offective, if not absolute, voting control over Conrail to a voting
trustes who would be contractually required to vete te approve CSX's
scquisition of the entire equity interest in Conrail through e follow-up stoek

merger.

16. Indend, 1f the relief requested herein is not grented, the fate
of Conrail could de effectively determined on Movember 14, 1908, just 23
busincss days after snmouncement of the CSX tramssction. That is when Conrail
shareholders will be called upen to vete on s proposed emendment to Conrail's
certificate of incorporatien designed to facilitate the ewift trensfer of
control in faver of CSX, and only CSX. If they approve the Charter Asendment,
and then, in the sisinformed belief that the NS Proposal does not present &
viable and superior alternative, tender 46% of Conrail's stock to CSX,
Conrail's shareholders will have been coerced by defendants' fraudulent and
ssnipulative tactics to sell Conrail to the low bidder.

10
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Defendants Were Well Awsre That

A Superior Competing Acguisitien
Propossl By NS was Inevitable

B L L

17. For o number of yesrs, certain members of senier msnagesent of

NS, including Devid R. Ooode, Chairman end Chief Executive Officer of Merfolk
Southern, have spoken numercus times with senior msnagesent of Conrsil,
including former Conrail Chairmen and CEO, Jemes A. Hagen and current Conrasfl
Chairmsn and CED, defendent David ¥. LevVan concerning a pessible business
combinstion betwesn NS end Conrail. Ultimetely, Conrail menagesent encouraged
such discussions prior to Wr. Magen's retirement as Chief Executive Officer of
Conrail. Conrail discontinued such discussions in Septe.ser 1894, when the
Conrail Bosrd elected Mr. LeVan as Conrefl's President and Chief Operating
Officer as a step toward ultimstely installing him ss Chief Executive Officer

and Chairman upon Mr. Hegen's departrre.

18. Prior to 1904, senior mensgenc>* of NS and Conrail discussed,
from tine to time, epportunities for businesc =ceparation between the
companies, and, in some of those discussions. tiw gineral concept of a business
combination. While the compsnies determined to preceed with certsin business
cooperation epportunities. including the Tripla Crown Services jeint venturs,
no

n




[CAPITAL PRINTING SYSTEMS] [FILE MAME: M:\EDOGAR\GEMERAL\Z7520\67520X1.0UT) [DATE: October 24, 1996] [TIME: 2:43 PM] [PAGE 169)
<PAGE>

decisions were reached concerning a business combination at that time.

19. In March of 1984, Mr. Hegen approached Mr. Goode to supgest that
under the current regulatory eaviromsent, Conrsil msnagement now believed that
s business combinstion between Conrsil and N3 could be accomplished, snd thst
the companies shotld commence discussion of such a transsctiun. Mr. Goode
agreed to schedule & meeting between legal counsel for NS and Conrail for the
purpose of discussing regulatory isswes. Following that meeting. Mr. Goode met
with Mr. Nagen to discuss in gemeral terms an ascquisition of Conrail by NS.
Thereaftar, during the peried frem April through August 1964, msnagement and
senior financial sdvisers of the respective companies met on aumerous occasions
to negotiate the terms of a combinatien of Conrail snd NS. The perties entered
into a confidentiality sgresment on August 17, 1984. During these discussions,
Mr. Hagen and other representstives ef Conrsil pressed for s presius price to
ref lect the scquisition of centrel over Comrail by NS. Initially, NS preseed
instead for s stock-for-stock serger of equals in which mo control premius
would be peid to Conrail sherehclders. Conrail mansgement insisted on & control

premsiva, however, and ultisstely
12
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the negotiations turned toward s presium stock-for-stock scquisition of
Conrail.

20. By ecsrly Septesber 1984, the negotiations were in an sdvanced
stage. NS had proposed an exchenge ratio of 1-to-1, but Conrail management was
still pressing for a higher preafum. In & seeting in Philadeiphis on September
23, 1994, Mr. Goode incressed the proposed exchange ratio to 1.1-to-1, and left
the door open tc an even higher ratio. Mr. Hagen then told Mr. Goode that they
could not reach agresment because the Conrail board hed determined to remein
independent and to pursue s stand alone policy. The meeting then concluded.

21. 7The 1.1 to 1 exchange ratio proposed by Mr. Goode in September of
1994 reof lected s substantisl premius over the market price of Cenrail steck st
that time. If one applies thet ratio to NS's stock price on Octsber 14, 1986 --
the day the Conreil Besrd approved the CSX Transsction -- it implies a per
share scquisition price for Conrail of over $181. Thus, there can be no
question that Mr. Levan, 1f not Conrail's Board, was well sware that NS would
likely be willing and able to offer more -- to Conrail's shareholders, rather
than sanegesent, that is -- than CSX could offer for an scquisition of Conrail.
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pefendant Leven accively Wisleads NS
Manageseni In Order To Persit Him To
Lock Up The Sale of Conrail to CSX

cesesesssssssvetesacsessvenee

22. During the peried following Septesber of 1984, Mr. Goode from
time to time had conversstions with Mr. LeVan. During virtusily sil of these
conversstions, Mr. Goode expressed NS's strong interest in negotisting en
scquisition of Conrail. Mr. LeVan responded that Conrail wished to resain
independent. Nonstheless, Mr. Goode wes led to believe thet if and when the
conrai |l Board determined to pursve a sale of the company, 1t would do so
threugh & process in which NS would have an epportunity to bid.

23. Al fts Septomber 24, 1906 meeting, the NS Board reviewrd its
strategic alte’ natives and determined that NS should press for an acquisition
of Conrail. Accordingly. Mr. Gouvde agein contacted Mr. LeVan to (1) re terate
4S's strong interest in scquiring Conrail and (11) request a sesting at which
he could present s concrete propossl. Mr. Levan responded that the Conrail
board weuld be holding & strategic planning seeting thut sonth and that he and
Mr. Goode would be beck in esntast after that meeting. Mr. Goode eaphasized
that he wished to cemsunicate NS's position so thet Conrail's Board would be
svare of it during the strategic planning

1“
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meoting. Mr. Levan stated thet it was unnecessary for Mr. Goode to do s0. At
that point, the cenversation concluded.

24. Following September 24, Mr. LeVan did not contact Mr. Goods.
Finally, on Friday, October 4, 1996, Mr. Ooode telephoned Mr. LeVan. Mr. Good
sgsin reitersted NS's strong iaterest in ssking & proposal to sequire Conrail.
Mr. LeVan responded that the Conrail Bosrd would be meeting on October 18,
1996, and assumed that he and Mr. Hegen would contact Mr. Goode following that
sosting. Mr. OGoode agein stated thst NS wantad to make a proposal so that the
Conrail Board would be sware of it. Mr. LeVan stated thet it wes unnecessary to

On the Day Before the Purportedly
Scheduled Meeting of Conrail's Bosrd,
Defe: “ants Announ:s the CSX Transaction

R RN,

25. To NS's surprise cnd dismsy, on October 15, 1998, Conrail end CSX
snnounced that they hed entered into a definitive |erger agreemsent (the “CSX
Merger Agreement®) purssent to which control of Conrai! would be swiftly sold
to CSX and the: a merger would bs consummsted following required reguistory
approvals (the *CSX Tramsaction®™). The Wall Street Journa!l repor ted on Octeder
16. 189¢ that thy CSX Tramssction, in which

15
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Conrail shareholders would receive cash and stock consideration, was valued at
$89 per Conrail she,<. The C2X Transaction includes & bresk-up fee of $300
@illion and s lock-up stock option agreesent threatening substantisl di lution
to any rival bidder for contrel of Conrail. Integral to the CSX Transsction are
covenants substantially incressing Mr. LeVan's compensation and guarantesing
that he will succesd Joh ' ¥W. Snow, CSX's Chairmen and chief Executive Officer,

¢s the combined company's CEO snd Chairmen.

csx's Snow laplies That the CSX Transaction
1s a Fait Accompli and States That Conrail's
Directors Heve Almost Mo Fiduciary Duties

26. On October 16, 1988, Mr. Goode met in waeshington, D.C. with Mr.
Snov to discuss the CSX Transsction and certain regulatory issves that its
consummation would raise. Mr. Snow advised Mr. Goode during that meeting that
Conrail's counsel and investment bankers had ensured that the CSX Transsction
would be "bulletproof.” implying that the sale of control of Conrail to CSX is
now 8 fait sccompli. Mr. Smow added that the "pennsylvania statute " referring
to Pennsylvania‘s Business Corporation Lev, wes wgreat.” and that Conrail's
directors have slsost no fiduciary duties. Mr. Snow's comments were intended to

discourage NS frem
18
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makiug & competing offer for control of Conrail end to suggest that NS had no
snoice but to negotiste with CSX for access to such portions of Conrail's rail
systea s would be necessary to address the regulatory concerns that would be
raised by consummetion of the CSX Transaction. After Mr. Snow told Mr. Goode
\hat C3X was willing to offer to NS in this regard, the meeting conciuded.

NS Nesponds With s
Superysr W62, fter Conrail

27. On October 22, the NS Board met to review its strategic options
in light of announcesent of the CSX Transaction. Secsuse the NS Board believes
that a combinatier oi NS and Conrail would offer compelling benefits to both
companies, their sharehclders, and their other constituencies. 1t Getermined
that NS should mike o competing bid for Conrafl. On October 23. 1998, the date
of this Complain', NS is publicly smnouncing its intention to commence s cash
tender offer for any and all shares of Conrail stock for $100 per share. to be
followed, after requirad regulatery approvals, by s cesh serger at the same
price.

17
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The CSX Tramsaction

Rapid “ransfer of Centrol

28. The CX transsction is structured to include (1) a first step
cash tender offer for up to 18.8% of Conrail's stock, (i) an amendment to
Conrail‘s charter to opt sut of coverage under Subchepter 25€ of Peansylvania's
Business Corporstion Lev (the "Charter Asendment”), which requires any person
scquiring control over 28% or more of the corporation's voting power to acquire
all other shares of the sorperatien for a "feir price.” ss defined in the
statute, in cesh, (i111) following such amendsent, an scquisition of sdditionsl
shares which, in combination with other sheres alreedy acquired, would
constitute at least 48X end up to appreximately S8% of Conrail's stock, snd
(iv) following required reguistory apprevals, consummstion of & follow-up
stock-for-stock merger.

28. Thus, once the Charte: Asendmeut is approved, CSX will be in a
position to scquire either effective or absolute control over Conrail. Conrail

sdaits that the CSX Trenssction contemplstes a sale of control of Conrail. In
its preliminary prexy saterials filed with the SEC, Conrail stated that if CSX

scquires 48% of Conreil's stock, approval of the merger will be
18
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“virtually cortain.” CSX could do so either by incressing the number of shares
it will purchase by tender offer, or, if tenders are insufficient. by sccepting
all tendered shares and exercising the Steck Option. CSX could cbtain
“spproximstely 50 percent” of Conrail's shares by purchasing 8% pursusnt to
tender offer and by exercising the Steck Optien, in which event shareho Lder
spproval of the CSX Merger will be, eccording to Conraii‘s prelisinary prexy
statemont, “eortsin.”

30. The swiftness with which the CSX Trenssction is designed to
transfor control over Conrail to CSX can only be viewsd as an attempt to lock
up the CSX Tremssstion and bensfits 1t provides to Cearasi! |snagenent, despite
the fect that a better deal, finencially snd otherwise, is svailsble for
Conrail, its shareholders, and fts other legitimete constituencies. The Charter

Amendment

31. Conrail's Preliminery Prexy Materials for the Movember 14, 1998
Special Mesting set forth the resolution to be voted wpon by Conrail's
shareholders ss follows:

An smendsent (the “Amendment™) of the Articles ef Incorporation of

Conrail is horeby spproved and adepted, by which, upen the
offectivensss of such asendment Article Ten thereof will be s@ended

end restated in 1ts entirety as

19
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follows: Subchapter E, Subchepter G and Subchapter M of Chapter 25 of
the Pennsylvania Business Corporstion Law of 1888, ss emended, shall
not be applicable to the Corporation: and further, thet the Board of
pirectors of Conrail, in its discretion, shall be autherized to direct
cortsin executive efficers of Conrail to file or not to file the
Articles of Amendment to Conrafl‘s Articles of Incorporetion

ref lecting such Amendment or to terminste the Articles of Amsendment
prior to their eoffective date, if the Bosrd determines such sction to
be in the best interests of Conrail.

32. Further, the preliminary proxy materisls state that

Pursuant to the Merger Agresment and in order to fecilitate the
transsctions contemplated thereby, if the [Charter Asendment] is
approved, Conrail would be required to file the Asendsent with the
Pennsylvania Depsrtment of State so as to permit the acquisition by
CSX of in excess of 28X of the shares, such filing to be made and
offective immediately prior to such weguisition. If CSX is mot in s
position to make such scquisition (because, for example. shares have
not been tendered to CBX, Conrail is mot required to meske such filing,
(sithough spproval of the [Charter Amendment] will authorize Conrail
to do so) and Conrail does not currently intend to make such filing
unless it is required under the Merger Agresment to perait CSX to
scquire in excess of 26X of the Sheres.

33. Thus, if Conrail shareholders fail to tender sufficient shares to
€sX to persit CSX to scquire in excess of 20% of the shares, for exasple,
becauce they wish to instead sccept the superior NS Proposal. the Defendant
pirectors sre actually asking Conrail
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shareholders to grant thea the authority to discriminatorily withhold the
filing of the Cherter Amondment, and thereby sttempt to prevent comsussstion of

the NS Propesal.

LeVen's Desl

34. As an integral part of the CSX Transaction, CSX, Conrail., and
defendant LeVan have entered into an employment agreement dated as of October
14, 1808 (the "LeVan Employment Agreement®), covering a period of five-years
from the effective date of sny mserger between CSX and Conrail. The LeVan
Eaploynent Agresment provides thet Mr. LeVon will serve as Chief Operating
Officer and President of the cosbined CSX/Conrail company, and as Chief
Executive Officer and President of the railreed businesees of Conrail snd CSX,
for two years fron the effective date of & merger between CSX and Conrail (the
“First Eaployment Segment™). Additionally, Mr. LeVan will serve as Chief
Executive Officer of the combined CSX/Cr:.ail ceompany for s peried of two years
beginning immedistely after the First Employment Segment (the "Second
Employment Segment®). During the period commencing immediately after the Second
Employment Segment, or, if earlier, upon the termination of Mr. Snow's status
as Chairmen of the Board (the "Third

4]




[CAPITAL PRINTING SYSTEMS] [FILE MAME: M: \EDGAR\GENERAL \67528\87528X1.0UT] [DATE: Octcber 24, 1998) [TIME: 2:43 PM) [PAGE 179)
<PAGE>

Esployment Segment®), Mr. LeVen will additionally serve ss Chairmen of the
Board of the combined CSX/Conrail company.

35. Defendant LeVan received a bese salary from Conrail of $514,519
and & bonus of $24,759 during 1985. The LeVan Esploymeast Agressent ensures
substantiaslly enhenced cempensation for defendant LeVan. It provides thet
during the First Employment Segment, Mr. LeVen shall receive annus! bese
compensstion at leest equal to 98X of the smount received by the Chief
Executive Officer of €8X, not less than $510,000, together with bonus and

98X of the amount
the Chief Exesutive Officer of
sslary of $885,008 and s benvs
Snov's sslary and bonus were to equal Mr. Snow's
LeVen Esployment Agreesent would provide LevVan with s salary of $810.000 and »
bonus of 1,518,750 1n the First Employment Period. During the
Employment Segments, Mr. Leven will receive compensstion in an
than thet received by the Chief Executive Officer during the First
Segment, but not less then $580.008.
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36. 1If CSX terminstes Mr. LeVan's employment for a reasen other than
cause or disability or Mr. LeVan terminates employment for geod resson (as
those terms are defined in the Levan Esployment Agreemert), Mr. LeVan will be
entitled to significant lump sum cash payments besed on his compensation during
the five year term of the employment sgreesent, continued employee welfare
benefits for the Longer of three yesrs or the aumber of yesrs remaining in the
saplon:cnt agreement; and the fmmediate vesting of outstending stock-besed
swards. The $300 Million Break-Up Fee

37. The CSX Merger Agreement provides for a $380 million bresk-up
fee. This fee would be triggered 1f the CSX Merger Agresment were tersinated
following & competing takeover preposal.

38. This breskup fee is disproporticnally large, constituting over
3.5% of the aggregate value of the CSX Tramsaction. The breakup fee
unressonably tilts the playing field in fever of the CSX Transaction -- a
transaction thet the defendant directors knew, or reasonsbly should have known,
at the time they approved the CSX Transsction, provided less value and other
benefits to Conrail and its constituencies then would a transsction with NS.

October 24, 1986) [TIME: 2:43 PM) [PAGE 188)
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The Lock-Up Stock Option

sssrssssvsssnsscmssssens

38. Concurrently with the Merger Agreement, Conrsil and CSX entered
into an eption agresment (the "Stock Option Agreesent”) pursuent to which
Conrail granted to CSX an eption, exercissble in certain events, to purchase
15.955.477 Shares of Conrail common stock at an exercise price of $82.50 per
share, subject to adjustment.

40. 1f, during the time that the eption under the Stock Option
Agreement is exercissble, Conrail enters into sn sgressent pursuant to which
all of its outstending common shares sre to be purchesed for or converted into,
in whole or in part, cesh, in exchange for cancellation of the Option, CSX
shall receive an smount in cesh egqual to the difference (if positive) between
the closing market price per Conrail Common Share on the day ismediately prior
to the consummstion of such transsction and the purchese price. In the event
¢ii conrail enters intu an agreement to consolidete with, merge into, or sell
substentially all of its ssests to any person, other then C3X or & direct or
indirect subsidiary thereof, end Conreil is mot the surviving corporstion, er
(i) Conrail allows any persen, other than C3X or a direct or indirect
subsidiery thereof. to

2
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merge into or consclidate with Conrail in a series of transsctions in which
Conrail Common Shares or other securities of Conrail represent less than S6%
the outstanding voting securities of the merged corporatien, then the eption
vill be adjusted, exchanged, or converted into options with identical terass as
those described in the Stock Optien Agresment, apprepristely adjusted for sueh
transsction.

41. C3X and Conrail alse entered into a sinflar eption agreement,
pursuant to which CSX granted to Conrail an option, exercisable enly in certain
events, to purchase 43,000,773 sheres of CSX Cemmon Stock at an exercise price

of $84.82 per share.

42. The exercise price of the option under the Stock Optior Agresment
is $92.50 per share. The Steck Option Agresment contemplates thet 15,085,477
sutherized but unissued Conrail sheres would be issued upon its exercise. Thus,
for esch dollar above $82.50 that is offered by s competing bidder for Conrail,
such as NS, the competing acgquirer would suffer $15,855.477 in df lution.
Moreover, there is mo cap to the potential dilutien. At NS's offer of $180 per
share, the dilution attributable to the Stock Option would be $119,608.077.58.
At & hypothetical offering price of

the
of
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$101 per share, the dilution would total $135,621,554.50. This lock-up
structure serves no legitimate corporate purpose, as it imposes increasingly
severe dilution penalties the higher the competing bid!

43. At the current $108 per share level of NS's bid, the sum of the
$30¢ miillion bresk-up fee and Steck Optien di lution of $118,688,877.5¢
constitutes nearly §.2% of the CSX Transaction’s $8.1 billien value. This is an
unressonsble impediment to NS's offer. Moreover, becsuse these provisions were
not necessary to induce an offer tha: ‘s in Conrsil's best interests, but
rather were adopted to lock up a deal provisi.g Conrail's sanagement with
personal benefits while selling Conrail to the low bidder. their adoption
constituted s plain breach of the defendant directors’ fiduciary duty of

toyslty.

Selective Discriminatery
Treatment of Competing Bids

..... ssssesssssevosnssssnsns

44. Finally, the Conrail boerd has bresched its fiduciary duties by
selectively (1) rendering Conrail's poisen pill rights plan inapplicable to the
cSX Transsction, (11) spproving the CSX Transsction end thus exeapting it fres
the S-year merger moretorius under Pennsylvania's Business Combinstion Statute,
and (141).
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as noted above, purporting to approve the Cha/ter Amendment in fa-or of CSX
only.

45. While Pennsylvania law doss not require directers to asend or
redeen poison pill rights or to take sction rendering anti-takeover provivions
inspplicable, *'e law is silent with respec. to the duties of dirsctors ence
they have deturained to do so. Once directors have determined to render poinon
pill rights and anti-takeover statutes inapplicable to a change of centrol
transaction, their fundemental fiduciar) duties of cere and loyalty require
them to take such actions feirly and equitably, in good faith, after due
investigation and delfberation, and only for the purpese of fostering the lest
interests of the corporation, and mot to protect selfish personal interesis of

sansgement .

46. Thus, Conrail's directors are required to sct evenhandedly,
redeemning the poison pill rights and rendering aiti-takeover statutes
inappl? - >le only to permit the best competing control transaction to prevail.
Directurs cannot take such selective and discriminatory defensive sction to
favor corporate executives' personal interests over these of the corporation,
1ts shareholders, and other le)itimste constituencies.

7
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Defendants' Campaign Of Misinformation

secevccovceve B S

47. On October 15, 1796, Conrail and CSX issuved press relusses
snnouncing the CSX transaction, and Conraf( published snd filed preliminary
proxy materials with the SEC. On October 18, 1998, CSX filed and published its
Schedule 4n.1 T ~yr Offer Statsment and Conrail filed its Schedule 140-9
Solicitotion/ Recommendstion Statement. These comsunicstioss to Conrail's
shareholders ref lect a scheme by defendants to coerce, wisleed and frauduleatly
menipulate such shereholders to swiftly deliver control of Conreil to CSX and
effectively frustrate any cempeting higher bid.

48. Conrail's Preliminary Prexy Statement contains the following
wisrepresentctions of fact:

(a) Conrail states that “certain provisions of Pennsylvanis levw
effectively precivde ... CSX frem purchasing 203 or more” of Conrsil'z
shares in the CSX Offer “or in any other manner (except the [CSX] Merger."
This statement is fales. The provisions of Peansylvania lew to which

Conrail is referring are these of Subchapter 25E of the Pemnsylvenis
Business Corporation law. This lew doss not “effectively preclude” CSX frea
purchasing 20% or mere of Conrail's steck other than through
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the CSX Merger. Rather, it sisply requires a purchaser of 20% or more of
Conrail’s voting stock to pey 8 fair price in cash, on demand, to the
holders of the remsining 88X of the sheres. The resl ressen thet CSX will
not purchase 20% or sore of Conreil's votiag stock aberat the Charter
Amendeent is that, unlike NS, C3X is amable or unwil’ing to pay & fair
price in cash for 108X of Comreil's steck.

(b) Conrail states that its "Besrd of Directors believes that
Coarai | shareholders shouid have the epportunity to receive cash in the
neartern for 40 of [Conrail's) shares,® and that "[t)he Besrd of Direct ws
believes it is in the best interssts of w.sreholders that they have the
opportunity to receive cesh for 483 of their shares in the near teras.*
These statements sre falee. First of al., the Conrail Board believes that
Conrail sharehoiders should have the epyortunity to receive cash in the
near-term for 48% of Cenrail's shares only 1f such tramssction will swiftly
doliver offective control of Conrail to C3X. Second, the Conrail Board of
Directors does mot believe that such swift transfer of centrol to CSX is in

the best
-
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interests of Conrail shareholders; rather, the Conrail Bosrd of Directors
believes that swift transfer of effective control over Conrail to CSX
through the CSX Offer will loek-up the CSX Transaction and preclude Conreil
shereholders frem any epportunity to receive the highest ressomably
available price in & ssle of cenirol of Conrail.

48. CSx's Schedule 14D-1 contsins the following atsrepresentations of

(s) CSX states that the “purpose of the [CSX) Offer is for [CSX]
. . . to acquire & significant equity interest in [Con-ail) ss the first
step in & business combinatien of [CSX) end [Conrail].” This statement is
false. The purpose of the CSX Offer is to swiftly tramsfer effective
control over Conrail to CSX n erder to lock up the C3X Transaction and
foreciose the scquisition of Conrail by sny competing higher bidder.

(b) CSX states that "the Pennsylvania Control Transaction Lew
offectively precludes [CSX, through its scquisition subsidiary] free
purchasing 20% or more of Conrail's shares pursusnt to the [CSX] Offer.”
This statement is false. The provisions of Pennsylvenis lew to which

Conrail is
38
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referring are those of Subchapter 25E of the Pennsylvanis Business
Corporation lew. This law does not “effectively preclude™ CSX free
purchasing 28X or more of Conrsil's stock ether than through the CSX
Morger. Rather, it simply requires a purchaser cf 20% or more of Conrail's
voting stock to pay a fair price in cssh, on demand, to the holders of the
remaining 88X of the sheres. The resl resson that CSX will not purchase 28X
or more of Conrsil's voting stock absent the Charter Amendment is that,
unlike NS, CSX is unable or umwilling to pey s fair price in cash for 106X
of Conrail's stock.

§0. Conrail's Schedule 14D-8 states that “the [CSX Tramsactien] . . .
is being structured as a truve merger-of -equeis transsction.” This .tatesent is
false. The CSX Transsction is being structured as a rapid, locked-up sale of
control of Conrail to CSX involving a significant, albeit inadequate, control

preaium.

8$1. Esch of the Conrail Preliminary Proxy Statement, the CSX iciiedule
14D-1, and the Conraii Schedule 14D-9 omit to disclose the following weterisl
facts, the disclosure of which are necessary to mske the statesents mede 1:
such documents not aisleading:

3
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(a) That both Conrail (and its senior sanagesrrt) and CSX (and
its senior msnsgement) knew (1) that NS was keenly inter«.ied in sequiring
Conrail, (i1) that NS has the fimancial capscity and rescurces to pey &
higher price for Conrail than CSX could, and (111) that a finencially
supericr competing bid for Conrafil by NS was inevitable.

(b) That Coarsi\. sanagement led NS te believe that 1f and when
the Conrail Secard determined to sell Conrail, i1t would do so through &
precass in which NS would be given the ooportunity to bid, and that in the
several weeks prior to the ssnouncesent of the C3X Transsetion, cefendent
LevVan on two eccesions prevented dr. Goode from presnnting an scquisition
propossl to Cearsil by steting to hia that saking such s propessl would be
unnecessary and that Mr. Leven would contsct Mr. Goodn comcerning NS‘'s
interest in scquiring Conrsil follewing (1) the Conrvil Beard's strategic
planning weeting scheduled for September 1808 and (ii) & meeting of the
conrsil Bosrd purportedly scheduled for October 16, 1998.

{c) That in Septesber of 1984, NS hed propoeed a stock-for-stock
scquisition of Conrail at an exchange ratio of 1.1 shares of NS stock for
each




[CAPITAL PRINTING SYSTEMS] [FILE MAME: M:\EDQAR\GEMERAL\B7520\87520X1.0UT] [DATE: October 24, 1898] (TIME: 2:43 PM] [PAGE 198]
<PAGE>

share of Conrail stock, which retio, if applied to the price of NS stock on
the day before announcesent of the CSX Transsction, October 14, 1996,
iaplied a bid by NS worth over $101 per Conrsil share.

(d) That the CSX Transaction was structured to swiftly transfer
offective, 1f not abeolute voting control over Cenrail to CSX, ard to
prevent any other bidders frem scquiring Conrail for a higher price.

(e) That although Conrail obtained opinions frem Morgan Stanley
end Lazard Freres that the consideration to be received by Cenreil
stockholders in the CSX Transsction was "fair® to such shareholders fres s
financial point of view, Conrail's Boerd did not ask its investmsent benkers
whether the CSX Transsction consideration was adequate, from s financisl
point of view, in the context of a sale of control of Conrsil such as the
CSX Transsction.

(f) That altheugh in grriving at their "fairness” opinions, both
Morgsn Stanley and Lazsrc Freres purport to hsve considered the level of
consicerstion paid in comparsblc transa tions, both {nvestaent bankers
failed to consider the sust
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closely comparable transsction +- HS's Septesber 1984 merger propesal,
which as noted above, would imply a price per Conrail share in excess of
$e.

(9) That, 1f asked to do so, Conrsil's investment bankers would
be unable to opine in good faith that the consideration offered in the CSX
Transaction is adequate to Conrail's shareholders frem s financial point of
view.

(h) That Conrail's Beard failed to seek & fairness opinion frem
its investment bankers comcerning the $308 aillion bresk-up fee included in
the CSX Trasssction.

(1) Thet Cenreil's Beerd failed to seek & fairness opinion from
its investment benkers concernimg the Stock Option Agreement granted by
Conraii to CSX in connection with the CSX Trenssctien.

(§) That the Steck Option Agresmant is etructured so as to
iapose incressingly severe di lution costs on & competing bidder for centrol
of Conrail for pregressively higher scquisition bids.

(k) That the Conrail Bosrd intends to withhold the filing of the
Charter Apendment follewing its approval by Conrail's stockholders if
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the offectiveness of such asmendment would faci litate any bid for Conrail
other than the CSX Transsction.

(L) That the Charter Amendment and/or fts submission to a vote
of the Conrail shareholders is iliegal end ultras vires under Pennsylvania
low,

(m) That the Conrail Board's discriminatery (i) use of the
Charter Amendnent, (i1) amendment of the Conrail Poison Pill end (i11)
action exempting the CSX Transaction frem Pennsylvanis's Business
Combination Statute, sll to fecilitate the CSX Transsction and to preclude
competing financially superior offers for control of Conrail, constitute a
breach of the defendant directors' fiduciary duty of loyalty.

(n) That Conrail's Board failed to conduct a ressonsble, good
faith investigation of ail reasonsbly available ssterial informstion prior
to approving the CSX transaction and relsted agreements, inclu.'ing the
lock-up Stock Optien Agreement.

(o) That in recommending that Conrail's shareholders tender
their shares to CSX in the CSX Ofier, Conrail's Buard did not conc lude that

doing
35
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20 would be in the best interests of Conrail's shareholders.

(p) That in recommending that Conrsil's shareholders approve the
Charter Amendment, the Conrail Board did not conclude that doing so would
be in the best interests of Conrail's shareholders.

(Q) That in recemmending that Conrail shareholders tender their
shares to CSX in the CSX Offer, primary weight wes given by the Conrail
Soard to interests of persons end/or groups other than Conrsil's
shareho lders.

(r) Thet in recommending that Conrei [ sharehoiders tender their
shares to CSX in the CSX Offe:, prissry weight was given to the personsi
interests of defendant LeVan in incressing his compensation snd succeeding
Mr. Snow as Chairmen and Chief Executive Officer of the cembined

CSk/Cenrail company.

(s) That the Centinuing Director Regquiresent in Cenrail's Poison
Piil (described below in paragraphs 54 through 68, adopted by Conrail's
boerd in September 1985 and publicly disclosed st that time, is illegal and

ultra vires
38
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under Pennsyivania law and therefore is void and unenforceable.

§2. Esch of the sisrepresentations snd caitted facts detaiied above
are material to the decisions of Conrsil's shareholders concerning whether to
vote in favor of the Charter Amendsent end whether, in response to the CSX
0ffer, to hold, sell to the market, or tender their shares, because such
aisrepresentations and enitted facts besr upon (1) the good faith of the
Cenrail directors in recommending that Conrail shareholders spprove the Charter
Asendaent and tender their shares in the C3X Offer, (11) whether taking such
actions are in the best interests of Conrail shareholders, (iii) whether the
CSx Offer represens financially adequate consideration for the sale of control
of Corrail and/er (iv) whether the econemically superior NS Propess! is &
visble, available altermstive to the CSX Transaction. Absent adequate
corrective disclosure by the defendants, these meterial misrepresentstions and
onissions thresten to coerce. misiesd, and fraudulently menipulate Conreil
shareholders to spprove the Cherter Amendment snd deliver control of Cenrail to
CSX in the CSX Offer, in the belief that the NS Propossl is mot en eveilable
alternative.

- 14
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Conrail's Directors Attempt To Override
Fundemental Principles of Corporate
Democrecy By laposing A Continuing

Directors Reguirement in Conrail's Pill

P L L L L L L

§3. As noted above, Conrail's directors have long known tnat it was
an attractive business combinstion candidete to other railrosd cempanies,

including MS.

§4. MNeither Conrail menagement nor its Board, hewever, had sny
intention to give wp their control over Conrsil, unless the scquiror was
willing to enter into bosrd cempensstion, executive succession, and
compensation and benefit arrangements satisfying the personal interests of
Conrsil management and the defendant directers, such as the sssignments
provided for in the CSX Transaction. They were sware, however, that through a
proxy contest, they could be repleced by directors who would be receptive to s
change in control of Conrail regardiess of defendants’' personal interests.
Accordingly. on September 20, 1985, the Conrasil directors stteapted to
eliminate the threst to their continued incumbency posed by the free exercise
of Conrail's stockholders' franchise. They drastically sltered Conrail's
existing Poison Pill Plan, by adepting & "Continuing Directer” limitstion to
the Board's power to
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redesn the rights issued pursuant to the Rights Plan (the “Continuing Director
Reguiresent™) .

§5. Prier to adoption of the Continuing Director Requirement,
Conrail’s Rights Plan was a typical *flip-in, flip-over” plan, designed to meke
on unsolicited acquisition of Conrafl prohibitively expensive to an scquirer.

$8. Under the plan, stockholders received a dividend of originally
uncertificated, unexercissble rights. The rights would become exercisable end
certificated on the so-called "Distribution Date.” which under the Rights
Agressent is defined ss the eerlier of 18 deys following publiic snnouncesent
that a person or group has acquired beneficial ownership of 122 or mere of
Conrail's stock or 16 days following the commencesent of a tender offer that
would result in 10% or grester ownership of Conrail stock by the bidder. On the
Distribution Date, Conrail would issue certificates evidencing the rights, each
of which would allow the holder to purchase a share of Conrail stock at a price
set above market. Once certificates were issued, the rights couid trade
sepsrately frem the associsted sheres of Conrail stock.




