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266. Plaintiffs have no adequate remedy at law. 

COUNT TWENTY 
(Unlawftil And Ultra Vires Amendment 
of Comail's Articles of Incorporatioii; 

.''67. Plaintiffs withdraw Count Twenty as moot. 

COUNT TWENTY-ONE 
(Declaratory Judgment Against Comail and the 

Director Defendants That the Entire Comail 
Board, Or Any One or More of Comail's 

Directors, Ca-. lie Pemced Without Cause) 

268. Plaintiffs repeat and reallege each of the foregoing allegations as if fully set 

fo.*Ji in this paragraph. 

269, Plaintiffs intend, if necessary to facilitate the NS Proposal, to solicit prox­

ies to be used at Comail's next annual meeting lo remov «_:omairs current Board of Directors, 

270, There is presently a controversy among Comail, the Director Defendants 

and the plaintiffs as to whether the entire Comail Board, or any one or more of Comail's 

directors, may be removed without cause at the annual meeting by a vote of the majority of 

Conrail stockholders entitled to cast a vote at the Annual Meeting. 

271. Plaimiffs seek a declaration that Article 11 of Comail's Articles of 

Incorporation permits the removal of the entire Comail Board, or any one or more of Comail's 

directors, without cause by a majority vote of the Conrail stockholders entitled to cast a vote at an 

aimuol election. 

272. Plaintiffs have no adequate remedy at law. 

COUNT TWENTY-TWO 

(For Breach of Fiduciary Duty 
with Respect to the New Special Meeting) 

273, Plaintiffs repeat each of the foregoing allegations as if ful'y set forth herein, 
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274 The director defendants, as members of the Comail Board, owe fiduciary-

duties to plaintiffs and all Comail shareholders to exercise their positions of tmst and confidence 

with due care, loyalty and fair dealing. 

275, By acting with improper motivations, including, but not limited to. indicating 

their intention to deny plaintiffs and all Comail shareholders the exercise of their right of share­

holder suffrage in an effort to ensure victory for the Charter .Amendment, defendants have 

breached their fiduciary duties to (i) plaintiffs and (ii) to all Comail shareholders by attempting to 

manipulate the shareholders' vote and interfenng with the exercise of shareholders' voting rights. 

276, The director defendants' conduct is, and. unless conected, will continue to 

be, wrongful, unfair and harmful to plaintiffs as shareholders of ComaU 

277, Because the threatened failure to convene the Special Meeting of December 

23 will interfere with the shareholders' ability to exercise their voting rights, it also is contrarv to 

public policy, 

278, Plaintiffs have been and will continue to be ineparably damaged bv the 

acts of the director defendants, 

279 Plaint.ffs have no adequate remedy at law. 

COU.NT TWENTY-THREE 
(For An Injunction Pursuant to 

Pennsylvania Business Corporations Law. 
15 Pa, Cons. Sut, § 1105) 

280. Plaintiffs repeat each of the foregoing allegations above, as if fully set forth 

herein 

281. .As more fully alleged above, the director defendants' conduct with regard 

to the December 23 Special Meeting has been taken with improper motives and in bad faith for the 

sole or primary purpose of depriving p'aintiffs and Comail's other shareholders the free exercise of 
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their right of shareholder suffrage. Such conduct strikes at the foundat-on of corporate democracy 

and govemance and is fundamentally unfair. 

282. The director defendants have a:ted fraudulently in at least two respects; 

first, contrary to their public iepresentations and representations 'oefore this Court lhat Comail 

shareholders would have a choice with respect to the CSX Transaction, defendants now say that 

on'x- a vote approving the Charter Amendment will be counted and given effect; and second, by 

reconunendmg approval of tbe Charter Amendment without disclosing that they do not believe 

such approval is in the shareholders' best interests, 

283. Moreover, by announcing that the New Special Meeting may be successive­

ly postponed unti! the Comail shareholders submit to their will, defendants are attempting to 

discourage opposition and coerce approval of the Charter Amendment. This. toe. constimtes 

fundamental unfaimess. 

284. Further, defendants are threatemng to utilize corporate assets to solicit 

proxies to be voted at successively postponed meetings, while shareholders such as NS must utilize 

their own assets to finance countersoliciuiions Thus, the successive postponement of the New 

Special Meetiag threatens to multiply the costs of opposing management's soliciution, while man­

agement drav s upon the corporate coffers This, too, constimtes ftmdamental unfaimess. 

285. Plaintiffs have been and will contmue to be irreparably harmed by the 

conduct of the director defendants. 

286. Plaintiffs have no adequate remedy at law. 

COLTNT TWTNTY-FOUR 
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(.Agair,st the Defendant Directors 
for Breach of Fiduciary Duty w ith 

Respect to Section 5. Kb) of the .Merger Agreement) 

287. Plaintiffs repeat and reallege each of the foregoing allegations as if fully set 

forth in this paragraph. 

288. In conjunction with the Amended Merger Agreement, the Comail Board 

has elinquished its power to act in the best inteiest of Comail in connection with th'.' proposed 

acquisitions cf Comail by improperly delegating to CSX the ability to call a Sp^ îal Meeting of 

Comail's stockholdeis, 

289 The Comail Board improperly has given to CSX. pursuant to the amended 

Merger .Agreement. Uie ability to call a Speciai Meeting of Comail stockholders in violation of 

Section 2521 of the PBCL. CSX is not entitled to call a speci.:! meeting of ComaU's stockholders 

under Section 2521. Comail has not opted out of Section 2521 by providing its stockholders in its 

Articles of Incorporation with a right to call a special meeting. 

290 Thus, by contracmally binding itself tc call a STcial meeting of SIL hold­

ers at the request of CSX. the Comail directors have abdicated tneir fiduciary duties, in violation 

of their duties of care and loyalty In addition, they have attempted to circumvent the provisions of 

the PBCL by allowing CSX to call special meetings of ComaU rtockholders. which CSX carmot do 

under the PBCL. 

291, If CSX IS gomg to assert that it sliould have the power to call special meet­

ings of stockholders under Section 5.1 of the amended Merger Agreement - a power w-hich 

holders of at least 20% or more of a corpc.ration's stock have and. then, in only limited cir­

cumstances not applicable here - then it must be treated as a 20% stockholder for all purposes 

under the PBCL, including for purposes of Subchapter 25E. 
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292, Alt̂ ^mati' ely. Section 5 1(h) must be declared a void and ulta vires act of 

the Comail Board 

293 Plaintif.s have no adequate remedy at law. 

COUNT T>\ ENTY-FIVE 
(For Declaratory Relief 

Against All Defendants Relating 
To Subchapter 25E of the PBCL) 

294. Plaintiffs repeat and reallege all of the foregoing allegations as if fully set 

fonh in this paragraph. 

295. Subchapter 25E of the PBCL was designed and intended to provide 

protection for sharenolders of Pennsylvania Corporations against coercive partial tender offers. 

Subchapter 25E provides thai "[ainy ' -Ider of voting shares cf a registered corporation that 

becomes the subject of a control transac:ion who shall object to the transaction shall be entitled to 

the rights and remedies provided in this subchapter." "'Control transaction" is defined as the 

"acquisition by a person or group of the slams of a controlhng person or group." "Controlling 

person or group" means "a person who has. or a group of persons acting in concert that has. 

v oting 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." 

296. The remedy provided by Subchapter 25E is the right to receive "fair 

value ". as defined, i.'pwn dem?.id. for each cf the shares held by an objecting shareholder, from the 

controlling person or group. ' Fair value" n.eans a value not less than the highest price paid for 

shares by the controlling person or group at any lime during the 90-day period ending on and 

including the date of the control transaction plus an increment representing any value, including 

w ithout limitation, any proportion of any value payable for acquisition of control of the corpo-

81 

197 



ratio i . that may not be reflected in such price," Subchapter 25E sets forth defined procedures for 

demand, appraisal, and pay-ment of "fair value." 

297. For the purpose of Subchapter 25E. " a person has voting power over a 

voting share if the person has or shares, directly or indirectly. through any option, contract, 

arrangement, understanding, conversion right or relationship, or by acting jointly or in concert or 

otherwise, the power to vote or to direct the vote of. the voting share," 

298. CS.X, Green .Acquisition Corp.. Conrail's directors, senior executives and 

officers of Conrail constitute a group acting in concert and for the common purpose of facilitating, 

pursuing, and causing to be consummated the CSX Transaction (the "Control Transaction Group"). 

299. CSX purchased an aggregate of 17.860.124 shares of Comail stock 

pursuant to its first tmder offer which expireo on November 20. 1996. It paid SllO in cash per 

share. 

300. Upon informatic and belief, the sum of the shares purchased by CSX in 

its first tender offer and the shares held by Comail's directors and senior executive officers is in 

excess of 20% of the voting shares of ComaU stock. If one also lakes into account the unallocated 

shares held by the Comail FSOP and Employee Benefit Tmst over which Comail's officers have 

voting power, consummation cf the first CSX tender offer resulted in the Control Transaction 

Group having acquired voting power over very substantially in excess of 20% of Comail's votmg 

stock. Thus, upon consummat'on of the first CSX tender offer, a control transaction occurred with 

respect to Conrail, 

301. .Accordingly, the Control Transaction Group is required by Subchapter 25E 

to give prompt notice of a control transaction and to pay to each demanding shareholder at least 

SI 10 per share m cash for each share held by such demanding shareholder. Plaintiffs seek a 

declaratory judgment lhat this is «c. 
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302 Plaintiffs have no adequate remedy at law. 

WHEREFORE, plaintiffs respectfully request that this Court enter judgment against 

all defendants, and all persons in active concert or participation with them, as follows: 

A Declaring that: 

(a) defendants have violated Sections IMa). 14(d) and 14(e) of the 

Exchange .Act and the mles and regulations promulgated thereunder: 

(b) defendants" use of the Chaner .Amendment is violative of Pennsyi 

vania sumtory law and their fiduciary duties; 

(c) defendants' discriminatory use of Comail's Poison Pill Plan 

violates the director defendants' fiduciary duties; 

(d) the tenmnation fees and stock option agreements granted by 

Comail to CSX are violative of the defendants' fiduciary duties. 

(e) the Continuing Director Requirement of Conrail's Poison Pill Plan 

IS ultra vires and illegal undei Pennsylvama Law and Comail's .Articles of Incorporation and 

Bylaw s, and is illegal because its adoption constimtes a breach of the defendants' fiduciary duties; 

(fl Comail's entire suggered board or any one or more of its 

directors, can be removed without cause at Comail's next annual meeting of stockJiolders; 

(g) the defendants have engaged in a civil conspiracy to violate Section 

14 of the Exchange .Act and the mles and regulations promulgated thereunder; 

(b) the Poison Pill Lock-In provisions in the CSX Merger Agreement 

are ultra vires and. therefore, void under Pennsylvania Law; 

(i) the 270-Day Lock-Out provision in the CSX Merger .Agreement is 

ultra vires under Pennsvlvania law and. ihe.efore. void; 
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(j) the Director Defendants, by approving the CSX Merger Agree­

ment, breached their fiduciary duties of care and loyalty; 

(k) the coercive namre of the CSX Transaction constimte. fundamental 

unfaimess to Comail's shareholders; 

(1) the defendants' conduct conceming the New Special Meeting constimtes 

an illegal and inequitable mampulation of the processes of corporate democracy and is fraudulent 

and fundamentally unfair; 

(m) section 5.1(b) of the revised CSX Merger Agreement constimtes an 

unlawful delegation of the Director Defendants' fiduciary duties, is illegal and ultra vires, and its 

adoption by ComaU constimted a breach of the Director Defendants' fiduciary duties, aided and 

abetted by CS.X. and 

(n) consummation of the first CSX Offer caused a "Control Transaction" 

with respect to Conrail to occur under subchapter 25E of the PBCL and created a joint and several 

liability among the members of the Control Transaction Group to pay $110 cash per share to each 

demanding ComaU shareholder. 

B. Prelumnarily and permanently enjoimng the d?fendan'« 'Jieir directors, 

officers, partners, employees, agents, subsidiaries and affiliates, and all other persons acting in 

concert with or on behalf of the defendams directly or indirectly, from: 

(a) commencmg or continuing a tender offer for shares of Comail 

stock or other Conrail securities or accepting shares for pay-ment in connection with such tender 

offer: 

(b) seeking the approv.il by Comail's stockholders of the Charter 

.Amendment, or. in the event it has been approved by Comail's sto.-.Jiolders. from taking any 

steps to make the Chaner .Amendment effective; 
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(c) taking any action to redeem rights issued pursuant to ComaU's 

Poison Pill Plan or render the rights plan inapplicable as to any offer by CSX without, at the same 

time, taking such action as to NS's outstanding offer; 

(d) taking any action to enforce the Continuing Director Requirement 

of Comail's Poison Pill Plan; 

(e) taking any action to enforce the tenmnation fee or stock option 

agieement granted to CSX by Comail; 

(f) failing to take such action as is necessary to exempt the NS 

Proposal from the p/ovisions of the Pennsylvama Business Combination Stamte; 

(g) holding the Comail special meeting until all necessary corrective 

disclosu.-es have been made and adequately disseminated to ComaU's stockholders; 

(h) taking any action to enforce the Poison Pill Lock-In and/or the 180-

Day Lock-Out provisions of the CSX Merger .Agreement; 

(i) failing to take such action as is necessary to ensure that a Distribu­

tion Date does not occur under the terms of the Co.nrail Poison Pill Plan; 

(j) failing to lake any aclio.i requireu by the fiduciary duties of the 

Director Defendants; 'Jid 

(k" postponing the shareholder vote scheduled for December 23. 1996. 

C. Granting compensatory damages for all incidenul injuries suffered as a 

result of defendants' unlaw ful conduct. 

D. Awarding plaintift's the cost5 ind disbursements of this action, including 

attomevs' fees. 
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Granting plaintiffs such other and further relief as the court deems just and 

proper. 

Mary A, McLaughlin 
George G. Gordon 
Dechert, Price & Rhoads 
4('X)0 Bell Atlantic Towî r 
1717 Arch Street 
Philadelphia, PA 19103 
(215) 994-4000 
Attomeys for Plaintiffs 

Of Counsel: 

Steven J Rothschild 
SKADDEN, ARPS, SLATE. MEAGHER & FLOM 
One Rodney Square 
P O. Box 636 
Wilmington. DE 19899 
(302) 651-3000 

DATED: December 13, 1996 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE EASTERN DISTRIC1 OF PENNSYLVANIA 

NORFOLK SOUTHERN CORPORATION, a 
V i r g i n i a Corporation, ATLANTIC 
ACQUISITION CORPORATION, A 
Pennsylvania corporation AND 
KATHRYN B. McQUADE, 

P l a i n t i f f s , 

V . 

CONRAIL INC. a Pennsylvania 
corporation, DAVID M. LEVAN, H. 
FURLONG BALDWIN, DANIEL B. 
BURKE, ROGER S. HILLAS, CLAUDE 
S. BRINEGAR, KATHLEEN FOLEY 
FELDSTEIN, DAVID B. LEWIS, JOHN 
C. MAROUS, DAVID H. SWANSON, E. 
BRADLEY JONES, AND RAYMOND T. 
SCHULER AND CSX CORPORATION, 

Defendants, 

CA. No. 96-CV-7167 

PLAINTIFFS' MOTION FOR PRELIMINARY INJUNCTION 

P l a i n t i f f s hereby move f o r an order enjoining 

defendants frotri postponing the Special Meeting of Conrail 

Shareholders, c u r r e n t l y scheduled to be held on December 23, 

1995 . 

In support of t h e i r motion, p l a i n t i f f s r e l y upon the 
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accompanying memorandum cf lav^. 

Respectfully Submitted: 

Mary A. McLaughlin 
I.D. No. 24923 
George G. Gordon 
I.D. No. 63072 
Dechert, Price & Rhoads 
4000 Bell A t l a n t i c Tower 
1717 Arch Street 
Philadelphia, PA 19103 
(215) 994-4000 
Attorneys f o r P l a i n t i f f s 

Of Counsel: 

Steven J. Rothschild 
SKADDEN, ARPS, SLATE, MEAC-HER & FLOM 
One Rodney Square 
P.O. Bcx 636' 
Wilmington, DE 19899 
(302) 651-3000 

DATED: December 16, 1996 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE EASTERN DISTRICT OF PENNSYLVANIA 

NORFOLK SOUTHERN CORPORATION, a 
\ irginia corporation. ATLA.NTIC ACQUISI­
TION CORPORATION, a Pennsylvania 
corporation, and KATHRYN B. McQUADE. 

Plaintiffs. 

-against-

CONRAIL INC.. a Pennsylvania corporation. 
DAVID M LEVAN. H FURLONG BALDWIN. 
DANIEL B BURKE. ROGER S HILLAS. 
CLAUDE S BRINEGAR. KATHLEEN FOLEY 
FELDSTEIN. DAVID B. LEWIS. JOHN C. 
.MAROUS. DAVID H SWANSON. 
E BRADLEY JONES. RAYMOND T 
SCHULER and CSX CORPORATION, 

Defendants, 

CA. No. 96-CV-7167 

PLAINTIFFS' OPENING BRIEF IN SUPPORT OF 
THEIR MOTION FOR A PREL I.MINARY INJUNCTION 

Mary A .McLaughlin 
George G. Gordon 
DECHERT. PRICE & RHOADS 
4000 Bell Atlantic Tower 
1717 Arch Street 
Philadelr,'i:a, PA 19103 
(215) 994-4000 
Attomevs for Plaintiffs 

Of Counsel: 

Steven J Rothschild 
.Andrew J Turezyn 
Karen L Valihura 
R Michael Lindsey 
SKADDEN. ARPS. SLATE. ME.AGHER & FLOM (DELAWARE) 
One Rodney Square 
P O Box 636 
Wilmington. DE 19899 
(302) 651-3000 

DATED December 13. 1996 
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PRELIMINARY STATEMENT 1 

ST.ATEMENT OF FACTS 3 

ARGUMENT 7 

I . DEFENDANTS SHOULD BE ENJOINED FROM POSTPONING THE 
DECEMBER 23 MEETING 7 

A. Uncontrovened Evidence Firmly Esublishes That Defendants' Threatened 
Postponement Of The Meeting Endangers Plaintiffs' Fimdamental Right To 
Fair Corporate Suffrage 7 

1. Courts zealously protect the stockholders' fundamental right to vote . . . . 7 

2. The integrity of the voting process must be protected 9 

3. The Comail board has made clear its purpose in manipulating the date 
of the vote 10 

4. The defendants' inequiuble action does not become penmssible 

merely because it is legally possible 12 

B. Pcatponement of the Vote ^^•ill Ineparably Harm the Plaintiffs 13 

C. The Balance Of The Hardships Is All On Plaintiffs' Side Of The Scale 14 

D. Public Policy Favors Issuance of An Injunction 15 

CONCLUSION 17 
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PRFLIMIN>>JIY ST.ATEMENT 

At the November 18 and 19 hearing held on plaintiffs' November 11 motion 

for a preluninary injunction, defendants repeatedly assured this Court tliat the requested 

injunctive relief was unnecessary to protect Conrail's shareholders. The defendants mam­

tained that, ultimately. Conrail shareholders would themselves decide on the proposed CSX 

transaction As Conrail Director Baldwin testified: "No one has taken the shareholder's 

vote away from he or she. No one has taken it away. To get this thing done, it requires a 

shareholder's vote " (November 18 and 19. 1996 Hearing Transcript ("Heanng Transcript ) 

at 252) CSX's counsel also inforaied the Court that; "[Tlhere's going to be a proxy fight 

berween now and the December [23] meeting. And at lhat meetmg. the shareholders will 

decide whether or not to opt out,,," (Heanng Transcnpt at 634) (emphasis added). 

In fact, however, the defendants are allowing Conrail shareholders no choice 

in the scheduled December 23 vote on the proposed Conrail chaner amendment (the "Chaner 

Amendment") to opt out of Subchapter E of Chapter 25 of the Pennsylvania Business 

Corporalion Law ot 1988. as amended. As the defendants' recently circulated proxy materi­

als make clear. ' n k expected that the special meeting will not be convened if Conrail has 

not -eceived sufficient proxies to assure approval of the Proposal," Thus, no meeting will be 

held if the majority of Comail's shareholders vote not to opt out. 

In shon. defendants are manipulating and subverting the processes of corporate 

democracy by: 

• scheduling the December 23 special meeting, while announcing that they will pennit 

th-r \ ote to proceed only if they are assured of victory; 
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• announcing that they may pursue successive special meetings until the shareholders 

submit to Conrail's and CSX's will; and 

• abdicating the fiduciary duties they owe to Conrail's shareholders to ensure fair 

corporate suffrage. 

These acts represent fraudulent, coercive, and fundamentally unfair conduct directed at 

Conrail's sharehc'i»rs' most fundamental right - the right to vote. 

Defendants must be enjomed from postponing the meeting and effectively 

denying Conrail's shareholders of their right to vote against the Chaner Amendment. 
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STATEMENT OF FACTS 

The Preliminar\ Injunction Hearing 

On November 18 and 19. 1996. this Coun heard the parties' presentations on 

plaintiffs' November 11 motion for a preliminary injunction. During the hearing. pl-..intiffs 

argued that Conrail shareholders are being illegally coerced to tender shares to CSX. In 

response, defei dants represented to this Coun that Conrail shareholders would be asked to 

vote on the Chaner Amendment, c'.aunmg that stockholders would have a choice of whether 

or not to accept the CSX transaction. Specifically: 

• Conri-'il Director Furlong Baldwm testified Oiat "we [the Conrail Board] had never, 

ever given up is the shareholders must vote ,,,, The shareholders have to make a 

decision. They have to tak.- an action whether they interpret our value added addition 

has some credibility or not," (Hearing Transcript at 201), 

• Mr. Ba dwin further testified that "[The November 14 meeting] was to opt out of that. 

That's what the stockholders meeting is ~ ycj know, and if - but the interesting 

[thing] about that, it require.-" a majority of the shareholders to make that happen. 

And that's what I said to you very much earlier. The shareholders still had to vote, 

and 'itill have to vote, and the shareholders still will vote -And so it was still in their 

pui-view to do what a majority of them thinks they want to do." (Hearing Transcnpt 

at 249), 

• Mr. Baldwin further testified that "No one has taken the shareholder s vote away 

from he or she. No one has taken it away. To get this thing done, it requires a 

shareholder's vote." (Hearing Transcnpt at 252). 
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• CSX'S counsel represented to the Coun as follows: "Here, of course, this transaction 

(the CSX Transaction] isn't gomg to go forward at all unless there's the opt out in 

December." (Heanng Transcnpt at 625). 

• CSX's counsel further represented to the Coun that "Well, no one was suggesting ihat 

the directors can tai;e away a vote that shareholders are entitled to under the stamte, 

that's not happenmg here." (Hearing Transcript at 629). 

• Fmally, CSX's counsel told the Coun that "[TJhere's going to be a proxy fight 

between now and the December meeting. And at that meeting, the shareholders will 

decide whether or not to opt out, " (Hearing Transcript at 634) (emphasis added). 

These representations by defendants were not lost upon the Coun, In its oral ruling, the 

Coun observed "[.A]I1 or a majority of the shareholders could vote against the proposed opt-

out of subchapter E," (Hearing Transcript at 651), 

Despite their representations to this Coun that Conrail's shareholders would 

have a choice regarding the CSX T.-ansaction since they would vote on whether the Chaner 

Amendment will be adopted or not, defendants have detennined instead to leave Conrail's 

shareholders no choice. 

The New Special Meeting, Defendants Attempt to Convince Conrail's Shareholders That 
Resistance Is Futile, 

On November 25, 1996, Conrail issued a Notice of Special Meeting of 

Shareholders and a definitive proxy statement. This special meeting (the "New Special 

Meeting"), to be held for the stated purpose of conductmg a vote of Conrail's shareholders 

on the Chaner .^endment. is scheduled to be convened on December 23, 1996, Conrail's 

detlmtive proxy soitement dated November 25. 1996 (the "Proxy Statement") makes clear. 
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however, that, unless and until Conrail management has received sufficient proxies to assure 

approval of the Chaner .Amendment, no shareholder votes will ever be counted. In its Proxy 

Statement. Conrail states: 

Under the Merger .Agreement. Comail has agreed not to convene, 
adjoum or postpone the Special Meeting without the prior consent of CSX. 
which consent will not be unreasonably withheld. As a result, it is expected 
that the Special Meeting will not be convened if Comail has not received suffi­
cient proxies to assure approval of the Proposal. Pursuant to the Merger 
Agreement, either CSX or Conrail can require that additional special meetings 
be held for the purpose of considering the Proposal, and a new record date 
could be set for any such special meeting (a rew record date would be re­
quired if such meeting is held after February 3. 1997), 

(Declaration of George G, Gordon ("Gordon Decl,"). Ex, A at 2) (emphasis added). 

The Thiladelphia Inquirer on November 28. 1996. succinctly capmred the 

essence of what defendants are attempting to do: 

As elections go. this one migi:' have been devised in the old Kremlin: 
Conrail shareholders are scheduled to vote December 23 on a proposal that 
w ill likely decide the Philadelphia railroad's fumre. If they approve the 
management-endorsed proposal. Conrail's planned S8,5 billion merger with 
CSX Corp, will move forward. If the shareholders don't approve .., they 
won't vote. 

• * * • 

In other words, count ballots first, then hold the vote - after we've 
won. 

(Gordon Decl.. Ex. B) 

Thus, defendants are telling Conrail shareholders that the only vote that they 

will count as effective is a "for" vote. Defendants are essentially saying that "against" votes 

are futile, since there is no scenario in which the New Special Meetmg will result in a vote 

rejecting the Chaner .Amendment, and. by unplication. rejecting the CSX Transaction. 
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Additionally, by announcing that successive additional special meetings mav be 

held for die purpose of voting upon the Chaner Amendment, defendants are attempting to 

discourage opposition and coerce approval The intended message is plain; Resistance is 

futile. 

Finally, Comail and its directors have ceded to CSX control of xhe voting 

processes by which Conrail's other shareholders may express their will regarding the 

business and affairs of Conrail, By ente,nng mto the Revised Merger Agreement, which 

includes a covenant subjecting the Conrail Board's actions regarding the voting process to 

CSX s consent, the Conrail directors have unproperly abandoned their managerial responsi­

bilities to CSX to the detriment of Conrail's other shareholders. 

In shon, defendants are manipulating and subvening the processes of corporate 

democracy by: 

• scheduling the New Special Meetmg, while announcing that they will permit the vote 

to proceed only if they are assured of victory; 

• announcing that m..v may pursue successive special meetings until the shareholders 

submit to the defendants' will; and 

• abdic-iimg the fiduciary duties they owe to Conrail's shareholders to ensure fair 

corporate suffrage. 

Each of these acts alone constimtes a breach of the defendants' fiduciary duties, aided and 

abened by CSX Taken together they paint a bright picmre of fraudulent, coercive, and 

fundamentally unfair conduct directed at Conrail's shareholders' most fundamental right ~ 

the riaht to voie. 
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ARGLTMENT 

I , DEFENDANTS SHOULD BE ENJOINED FROM POSTPONING THE 
nFCFMRFR 23 MEETING, 

To obtain prelimmary injunctive relief, a plaintiff must show: (i) a reasonable 

probability of success on the merits; (ii) a substantial threat of ineparable injury if the 

injunction is not granted; (iii) the grant of preluninary relief will result in greater harm to the 

non-moving party: and (iv) preliminary relief will be M the public interest, SI Handling Sys 

Inc. V. Heislev. 753 F.2d 1244, 1254 (3d Cir, 1985); Hoxworth v. Blinder. Robinson & 

Co.. 903 F 2d 186. 197-98 (3d Cir, 1990). The "quannim of evidence needed to prove 

probability of success., meshes with the quantum of evidence necessary to meet [the] other 

requirements." D &. N Fin, Corn v RCM Partners L P,. 735 F, Supp, 1242. 1247 (D. 

Del, 1990). citing Polanud Coro. v. Disnev. 862 F,2d 987, 1006 (3d Cir, 1988), In other 

words, the e\ idence n.̂ 'ec'ed to establish any one of the four factors is measured on a sliding 

scale; a strong show ing on any one factor will lessen the significance of the others. Id. 

As show n below. each element of the preliminary injunction mixmre weighs in 

favor of enjoimng postponement of the vote. The plaintiffs' motion for preliminary injunc­

tion should be gr nted. 

A. Uncontrovened Evidence Firmly Establishes That Defendants' ihreatened 
Postponement Of The .Meeting Endangers Plamtiffs' Fundamental Right To 
Fair Corporate Suffrage. _ _ _ _ 

1. Couits zealouslv project the stockholders' fundamental right to vote. 

The right to vote is often coasidered a shareholder's most fundamental right," 

Reifsnvder v. Pittsburgh Outdoor Advertising Co.. 405 Pa. 142, 149 n,8. 173 A,2d 319. 322 

n,8 (Pa 1961) (citing 13 Fletcher, Cyclopedia Corporations, § 5717 (rev. Col. 1961)), See 
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also Mills V Electric .Auto-Lite Co.. 396 U.S. 375. 381 (1970) (same); J.I. Case Co. v. 

Borak. 377 U S. 426 . 431 (1964) (same :̂ ER Holdings. Inc. v Nonon Cn 735 F. Supp, 

1094. 1100 (D .Mass, 1990) ("[0]ne of the most sacred rights of any shareholder is to 

panicipate in corporate democracy"); Hollv Sugar Corp. v buchsbaum. .No. 81-C-743. 1981 

WL 1708 (D, Colo, Oct. 18. 1981) at *4 (Gordon Decl,. Ex, C); and Smdebaker Corp v 

Allied Products Corp,. 256 F, Supp 173. 189 (W.D. Mich. 1966). "Couns and commenta­

tors have noted repeatedly the sigmficance of shareholder voting rights." ER Holdings. 735 

F. Supp at 1100 (citations omitted). 

Corporate directors and management act as agents of the shareholders and are 

authorized to act only in the best interests of the corporation Blasius Indus, v Arla.s Cnrp 

564 .A.2d 651. 660 (Del. Ch. 1988); Danaher Corp v. Chicago Pneumatic Tool Cn Nos. 

86 civ. 3499 (P.ND. 86 Civ. 3638 (PNL). 1986 WL 7001 (S.D.N.Y, June 19. 1986). slip 

op at "̂4 (Gordon Decl , Ex, D), The shareholder franchise is thus "the ideological under­

pinning upon which the legitimacy of directorial power rests," Blasius Indus,. 564 A.2d at 

659. It IS "critical to the theory that legitimates the exercise of power by some (du-ectors 

and officers) over vast aggregations of property that they do not own." Id, ' 

In the absence of controlling Pennsylvama law. Pennsylvania courts have repeatedly 
looked to the corporate law of Dehware. which Pennsylvama's Supreme Court has termed "a 
sophisticated junsdiction in the deteiTnination of corporate issues ' Smith v. Brown-Borhek 
Co.. 414 Pa 325. 200 A.2d 398. 404 (Pa 1964). see also In re Watt & Shand. 452 Pa 287. 
304 A.2d 694 . 699 n 10 (Pa. 19^3), La.idv v .Amsterdam. 815 F.2d 925. 929 (3d Cir. 
1987); Dower v Mosser Indus . 648 F.2d 183 (3d Cir. 1981) 

Analogous Delaware law is particularly apt on this motion alleging fundamental 
unfaimess in connection with the vote on a chaner amendment Subchapter 17G, entitled. 
• Judicial Supervision of Corporate .Action" applies Specifically, section 1792(a)(2) states 
that. "This subchapter shall apply to and the term corporate action' in this subchapter shall 

(continued. ) 
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2. The integrin- of the votintr process must be protected. 

The voting process, if it is to have any validity, must be conducted with 

scrupulous fairness and without any advantage being confened upon one side, to the 

detrunent of the other. Apr.h.mi.n v HBO & Co,. 531 A.2d 1204. 1207 (Del, Ch. 1987). 

In the interests of corpo-.aie democracy, those in charge of the election machinery must be 

held to the highest s'.andards m providmg for and conducting corporate elections and votes. 

IdL "When the election machinery appears, at least facially. to have been mampulated. those 

in charge of the election have the burden of persuasion to justifying their actions"; board 

action taken for the principal purpose of impedmg the exercise of the stockholder franchise 

must be enjomed, Aprahamian, 531 A,2d at 1207, 

Employing these principles, courts have consistemly applied an enhanced level 

of scnitiny to action designed for the prunary purpose of interfenng with the effectiveness of 

a stockholder vote. See, e.g.. Stahl v Apple Bancorp. Inc.. 579 A,2d 1115. 1122 (Del, Ch, 

1990) (reading cases as ' approxunating a per se rale that board action taken for the principal 

purpose of unpeding the effective exercise of the stockholder franchise is inequitable and will 

be restrained or set aside in proper circumstances'); BlMlus. 564 A,2d at 660 (fmding that 

directors bear the burden of demonstrating "compelling justification" for actions that interfere 

with the exercise of the shareholders' nght of franchise); Aprahamian. 531 A,2d at 1206 

' • me^'anv of the following actions (2) The taking of any action .̂ ^ , s^'b^tted foi; aĉ ^̂ ^̂^ 
to the shareholders, directors or officers of a business corporation ' The Committee Commem 
to section 1791 states. "The provisions of the Nonprofit Corporation Law of 1972 on stamtory 
review of corporate action, derived from Dejayyare General Corporation Law. § 211(c) and 

are extended to business corporations by this subchapter." (empnasis added). 
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("Those in charge of the election have the burden of persuasion" and are held to the "highest 

standards"); Danaher Cow, v. Chicago Pneumatic Tool Co slip op. af *14 (applying 

"special scmtiny"); ER Holdings, "35 F, Supp, 1094 (D, Mass, 1990) (same). The business 

judgment mle does not apply m this context Eg,, Blasius. 564 A,2d at 659; Aprahamian, 

531 A.2d at 1206 As the Umted States Coun of Appeals for the Second Cu-cuit noted: 

Our most imponant du is to protect the fundamental strucmre of corporate 
governance,,,,[D]ecisions affecting a corporation's ultunate destiny are for tfie 
shareholders to make m accordance with democratic procedures, 

-Norlin Corp, v. Roonev. Pace Inc.. 744 F.2d 255. 258 (2d Cir. 1984). 

There appears to be no Pennsylvania authoritŷ  on the level of scrutiny applied 

to actions designed to interfere with shareholder suffrage.- Nevertheless, whatever the level 

of scnitmy this Coun adopts, the defendants' manipulation of Conrail's voting process to 

ensure their desired outcome cannot stand. 

3. The Corrail board has made clear its purpose in manipulating the date 
of the vote. 

The Conrail board has, 

(i; announced in its proxy materials and other public statemsms that it 

w ill not permit the vote to go forward on December 23 unless it is assured that its position is 

the prevailing one; 

Pennsylvama lau does not differ from the law of other jurisdictions, including Dela­
ware, with respect to the sanctity of shareholder voting rights. As noted above, the Pennsyi 
vama Supreme Court has noted the central importance of corporate democracy. Reifsnvder, 
173 A,2d at 322 n,8. Additionally, the Pennsylvama legislamre ha-- enacted legislation to 
ensure faimess to all shareholders in connection with elections. For example, 15 Pa C, S. 
§ 1765 pro\ ides for Judges Of Election, who are charged with acting in "good faith" to 
"conduct the election or vote with faimess to all shaieholders ' (emphasis added) 
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(ii) announced lhat it will pursue successive meetings until shareholders 

submit to the defendants' will; and 

(iii) abdicated its fiduciary duties to Conrail's shareholders to ensure 

corporate suffrage by ceding authority over the voting process to CSX. 

In other words, the Conrail shareholders must vote the way that management 

wants them to vote, or they will not be permitted to vote at all. Through this manipulation 

of the voting process, defendants seek to coerce Conrail s stockholders into voting for the 

proposed Chaner Amendment and disenfranchise those who will not,-

Courts repeatedly have rejected tactics much less subversive of the voting 

process man those employed by defendants here. Thus, in Aprahamian v. HBO & Co.. 531 

A.2d 1204 (Del. Ch, 1987), the incumbent board had moved the date of the annual meetmg 

on the eve of that meeting when it leamed that a dissident stockholder group had. or 

appeared to have, in hand proxies representing a majonty of the outstanding shares. The 

coun restrained that action and compelled the meeting to occur as noticed. In so doing, the 

Aprahamian coun rejected the board's argument thai it had good business reasons to move 

liie meeting date and that the action was recommended by a special conmiittee - justifica­

tions no' even available to the defendants here. 

While the defendants have taken the position in these proceedings that section 1712 
and 1715 "preclude judicial review of director action in the merger acquisition context." see, 
e g CSX Prelmiinar% Injunction Br at 56. - a position that even ComaU director Hillas dis­
agreed with. see, e g.". Hillas Dep af 16-18 (Gordon Decl.. Ex. E). - section 1791 of Sub­
chapter G (entitled "Judicial Supervision of Corporate Action") makes clear that the Court has 
the power to review "corporate action " Section 1791(a)(2) defines as "corporate action, "The 
taking of a"̂  action on anv matter that is required under this subpart or under any other 
provisio.i of law ro 'oe. or'that under the bylaw s may be. submitted for action to the share­
holders directors or officers of a business corporation " Included in this definition of 
•"corporate action" is a vote on an amendmem to a corporation's articles of incorporation 
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Similariy. in Danaher v Chicago Pneumatic Tool Co . the Federal District 

Court for the Southem District Of New York prelunmarily enjoined management from 

cancelling or postponing a scheduled meeting. In so doing, the Danaher court stated that 

"[t]he law IS clear that w hen a board of du-ectors has improperly postponed or mtjiipulated 

the tuning of the shareholders annual meeting, courts have the authority to compel the board 

promptly to hold such a meeting," Danaher. 1986 WL 7001, *13. (citing Elkins v, Camden 

& Atlantic R R.. 36 N.J. Eq. 467 (N J S Ch. 1883) and Hollv Sugar Com, v. Buchsbaum. 

supra). See also ER Holdmgs. Inc. v .Norton Co . 735 F. Supp, 1094 (D, .Mass, 1990) 

(entering mandatory preliminary injunction requirm.' comrany to hold its annual meeting as 

scheduled); Hubbard v. Hollvwood Park. C.A. -No 11779 (Del, Ch, Jan. 14. 1991) 

(preliminarily enjommg advance notice bylaw ) (Gordon Decl,. Ex, F); Schnell v, Chris-Craft 

Indus,. 285 A,2d 437 (Del. 1971) (holding that board could not advance meeting date to 

frustrate stockholder action); Lerman v. Diagnostic Data. Inc. 421 A 2d 906 (Del, Ch, 

1980) (invalidatmg by-law amendments that authorized a change from fixed annual meeting 

date to discretionary management-set date to frustrate vote); Lutz v. Webster. 94 A, 834 (Pa. 

1915) (affuming a decree from a bill in equity requiring a Pennsylvania corporation to hold a 

stockholders meeting). 

Application of these cases to the facts here compels the conclusion that the 

defendants should be enjoined from postponmg the scheduled \ote. 

4. The defendants' inequitable action does not become permissible merely 
because ii is legallv possible, 

Inequitable and unfair conduct by a board may be actionable even if the board 

has complied strictly with stamtory and common law in taking such action. See Lutz v, 
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Webster. 94 A, 834 (Pa, 1915); gî inberp v, American Bantam Car Co,. 76 F, Supp, 426. 

435-36 (W^D, Pa. 1948); Aprahamian. 531 A.2d at 1207 (citmg Steinberg); SchndU^ 

Ch.is-Craft Indus,. 285 A.2d 437, 439 (Del. 1971) ("mnequitable action does not become 

peraiissible smiply because it is legally possible"); Cnnd.r Corp v I.unkenhemier Co,, 230 

A.2d 769 (Del, Ch, 1967). 

In Lutz. for example, the Pennsylvama Supreme Court affiraied the issuance 

of a decree in equity requiring the defendant corporation to hold a shareholders' meetmg. 

notwithsiandmg the provisions of a valid corporate by-law In so doing, the Lutz court noted 

that, even though the by-law required four-fifths of the capital siock to be present at a 

shareholders meeting for a quortmi was a valid exerc.se of corporate power under 

Pemisylvania's statutes, it must be used for "a lawiul puT>ose," The Court concluded that a 

director, who was also a substantial stockholder, had imprc:>eriy used this by-law to prevem 

a quomm of shareholders and thereby "defeat an election," M. at 835. Here, although the 

defendants may not have violated any Pemisylvama statute, their proposed actions are 

inequitable ar 1 fundamentally unfair m the effect they have on the shareholders of Conrail. 

B. P ĉrpnnemem of 'HP Vote Will l.^.u^vhly HarmJhe.PlaintiL-s• 

If the defendants are pennitted to postpone the meeting until they have the 

necessary votes to pre^•all. plamtiffs and Conrail's non-CSX shareholders wUl be ineparably 

harmed. Here, as in Aprahamian: 

Plaintiffs ha. e expended considerable sums of money on this proxy comest^lf 
iie meeting is po^ned. arguably, the proxies solicited and -mmed m good 
faith bv the stockholders will become void and a postponement may wel 
defeat'the effons of plaintiffs and the will of the majonty of the stockholders. 

13 

219 



Ineparable harm may be assumed in such a case. 

.Aprahamian. 531 A,2d at 1208, 

As the Federal District Coun for the Southera District of New York recog­

mzed in Danaher 

It IS well settled in law that corporate management subjects shareholders to 
ineparable harm by denying them the righ; to vole their shares and tc crt rcise 
their rightful control over the corporation. See Treco. Inc v. Land of I mcoln 
Savings and Loan. 577 F. Supp. 1447 (N.D, 111, 1983) ("plamtiffs would be 
ineparably harmed if a preluninary injunction were denied because plai:u ffs 
would be unnecessanly fnistrated m their attempt to obtain representation on 
,,, the board ,,, at the [next] ,, annual meetmg"); Beekman v Rust Craft 
Greetings Cards^Jnc. 454 F. Supp. 789 (S.D,N,Y, 1978); Hollv Sugar Corp 
V. Buchbaum. supra; EAC Indusoies Inc. v, Frantz Mfg Co C / No 8003 
(Del Ch. June 28, 1985). aff d. Fed.Sec.L.Rep (CCH) 5 92.405 (Del. Sup. 
1985) ("[shareholders'] continued inability to secure the benefit of its wntten 
consents in the face of the defendants' refusal to [recognize the consents- is 
clear evidence of ineparable injury"). See also Fletcher, supra § 717. n,,' 
("the right to vote is often considered a shareholder's most ftmdamental 
right"), 

Danaher. slip op at The same reasoning applies here. 

The Balance Of The Hardstups Is All On Plaintiff^;' <;iHe Of The Scale. 

"If the wii: of the stockholders is thwarted. , , there may be considerable 

hardship to the stockholders and their corporation " Aprahamian. 531 A.2d at 1208; see also 

Danaher. slip op. at *14. In shaip contrast, the defendants crjuiot claim any offsetting 

hardship if the meeting goes forward on the date they scheduled for it. The only hardship 

they can suffer is if they lose the vote. That is not a cognizable harai as the shareholders are 

entitled to exercise *heir franchise as thev see fit. 
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D Public Policv Favors Issuance of An Injunction. 

Finally, public policy demands that Conrail's shareholders be permined the 

free exercise of their franchise rights to determine whether their corporation should opt out 

of Subchapter E of Chapter 25 of the Pennsylvama Business Corporation Law of 1988, as 

amended. 

Subchapter E of Chapter 25. among other thmgs, governs "control transac­

tions" (defined generally as a transaction in which a person acquires at least 20% of the 

voting power of a corporation) involving a "registered corporation" and provides that the 

shareholders of such corporation are entitled to demand that they be paid the fair value of 

their shares. Pursuant to Subchapter E, the mmimum value the sb^eholders can receive may 

not be less than the highest price paid per share by the control person within the 90-day 

period endmg on and including the date of the control transaction. 

According to me Pennsvlvama Corporation Uw and Practice treatise: 

By forcing the controlling person or group to pay fair value in cash to all 
shareholders who object to the controlling person's or group's ownership in 
the registered corporation, the 1988 BCL makes u potentially more expensive 
for the acquiror seeking to obtam control of a target corporation. Specifically, 
the control o-ansaction provisions of the 1988 BCL [in Subchapter E] protect 
shareholders of registered corporations against two-tier front end loaded tender 
offers, tender offers for fewer than all of the outsunding shares and tender 
offers with a non-cash component for common stock by forcing the acquiror to 
pay fair value in cash to all demanding shareholders regardless of the stated 
tenns of the offer. 

John W .McLamb, Jr. &. Wendy C, Shiba. Pennsvlvania Comoration Uw and Practice 

§ 10,4(b) at 551 (1993 Supp,) (Prentice Hall Law & Business). 

Pursuant to the CSX Merger Agreement. Conrail has proposed the Chaner 

.Amend.mcnt to facilitate exactly the kind of transaction that Subchapter E was designed to 
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prohibit. Through a coerceu vote. Conrail's stockholders will be forced to approve the 

Chaner Amendmem in recogmtion of the fact that that is the only way Conrail's directors, 

unless enjoined, will permit them to vote. 

Thus, pennitting defendants essentially to disenfranchise those shareholders 

who reftise to vote to opt out of the stamte designed to protect them agaiast coercive, two-

tier from end loaded tender offers like the CSX Transaction defeats the puixjse and intent of 

the stamte and mtravenes the public policy concern for "credible r^rporate democracy," 

See ilasius, 564 A,2d at 660 n _, 

The plamtiffs' motion for a preliminary injunction shall be granted. 
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CONCLUSION 

For the reasons stated m this brief, the plaintiffs' motion for a preliminary 

injunction should be granted. 

Respectfully submitted. 

Mary A, McLaughlin 
(I,D', NO, 24923) 
George G, Gordon 
(LD.^No. 63072) 
DECHERT. PRICE & RHO.ADS 
4000 Bell Atlantic Tower 
1717 Arch Street 
Philadelphia. PA 19103 
(215) 994-4000 
Attomeys for Plaintiffs 

Ol Counsel: 

Steven J, Rothschild 
Andrew J Turezyn 
Karen L N'alihura 
R Michael Lindsey 
SKADDEN. -ARPS, SLATE. MEAGHER 

&. FLOM (DELAWARE) 
One Rodriey Square 
P 0, Bo.\ 636 
Wihnington. DE '9899 
(302) 651-3000 

D.ATED December 13. 1996 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE EASTERN DISTRICT OF PENNSYLVANIA 

NORFOLK SOUTHERN CORPORATION, a 
\'irginia corporation. ATLANTIC ACQUISI­
TION CORPORATION, a Pemisylvama 
corporation, and KATHRYN B McQUADE. 

A 

Plaintiffs, 

-against-
CA. No 96-CV-7167 

CONRAIL INC.. a Pennsylvania corporation, 
DAVID M LEVAN. H FLULONG BALDWIN, 
DANIEL B BURKE, ROGER S HILLAS. 
CLAUDE S BRINEGAR. KATHLEEN FOLEY 
FELDSTEIN. DAVID B, LEWIS. JOHN C, 
MAROUS, DAVID H SWANSON. : 
E BRADLEY JONES. RAYMOND T, : 
SCHULER and CSX CORPORATION, : 

Defendants. 

PRELIMINARY INJUNCTION ORDER 

Plaintiffs having moved for a Prelumnary Injunction, and the Coun 

ha\ ing considered the presentations of the narties. 

IT IS HEREBY ORDERED that df»fendants are enjoined from postponing the vole of 

Conrail s shareholders scheduled for December 23, 1996, 

SO ORDERED this 

day of December. 1996, 

United States District Judge 

W168" OM:Sla 
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SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

SCHEDIXE 14D-1 
(Amendment No, 23) 

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

Conrail Inc. 
(Name of Subject Companv) 

Norfolk Southern Ccrporation 
Atlantic Acquisition Corporation 

(Bidders i 

Common Stock, par value SLOO per share 
(Incl':ding the associated Common Stock Purchase Rights) 

I Title of Class of Secunties) 

208368 10 0 
(CUSIP Number of Class of Securities) 

Series A ESOP Convertible Junior 
Preferred Stock, without par value 

(Including the .̂̂ sociated Common Stock Purchase Rights) 
(Title of Class of Secunties) 

Not Available 
(CUSIP Number of Class of Secunties) 

James C. Bishop. Ir. 
Executive Vice President-Law 
Norfolk Southem Corporation 

Three Commercial Place 
Norfolk. Virginia 23510-2191 

Telephone: (757) 629-2750 
(Name. .Address and Telephone Number of Person Authonzed 
to Receive Nonces and Communications on Behalf of Bidder) 

with a copy to 
Randall H. Doud. Esq. 

Skadden. Arps. Slate. Meagher & Flom LLP 
919 Third Avenue 

New Vork. New \ork 10022 
Telephone: (212) 735-3000 
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This Amendmem No 23 amends the Tender Offer Statement on Schedule 14D-I filed 
on October 24. i996. as amended (the 'Schedule 14D-U ). by Norfolk Southem Corporation, 
a Virginia corporation ("Parent"), and its wholly owned subsidiary. Atlantic Acquisition 
Corporation, a Pennsylvania corporation ("Purchaser"), relaiine to Purchaser s offer to purchase 
ali outstanding shares of (i) Common Stock, par value SI ,00 per share (the "Common Shares ). 
and (ID Series A ESOP Convenible Junior Preferred Stock, without par value (the "ESOP 
Preferred Shares" and. t. jether with the Common Shares, the "Shares") of Comail Inc (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, 1996 
(the "Offer to Purchase"), as amended and supplemented by the Supplement thereto, dated 
November 8. 1996 (the "Supplement"), and in the revised Letter of Transmittal (which, together 
with any amendmems or supplements thereto, constimte the "Offer") Unless otherwise defined 
herein, all capitalized tenns used herein shall have the respective meanings given such tenns in 
the Offer to Purchase, the Supplement or the Schedule 14D-1, 

Item 10. Additional Information. 

Item 10 IS hereby amended and supplemented by the following: 

(e) On December 16. 1996. the Disu-ict Court ordered that a hearing be held at 11 00 
a m.. Philadelphia tune, on December 17, 1996 to hear arguments concerning Plaintiffs' Motion 
tor a Preliminarv Injunction to enjoin Defendants from postpomng the vote of the Company's 
shareholders scheduled for December 23, 1996. 

Item 11. Material to be Filed as Exhibits. 

Item 11 is hereby amended and supplemented by the following: 

(a)(62) Te.xt of letter sent to the Company's shareholders commencing 
December 14. 1996, 

(a)(63) Text of Advenisement appearing in newspapers commencing 
December 16. 1996, 
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SIGNATURE 

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

Dated: December 16. 1996 

NORFOLK SOUTHERN CORPORATION 

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

ATLANTIC ACQUISITION CORPORATION 

By: Isl JAMES C BISHOP. JR, 
Name: James C, Bishop, Jr, 
Title: Vice President and General Counsel 
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EXHIBIT LNDEX 

Exhibit 
Number Description 

(a)(62) Text of letter sent to the Company's shareholders commencing 
December 14. 1996, 

(a)(63) Text of .Advenisement appearing in newspapers commencing 
December 16. 1996 

OI62l29 0I.OIS4a 
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N O R F O L K 
S O U T H E R N 

December 14. 1996 

Dear Conrail Shareholder: 

TIME IS RUNNING OLT FOR VOL TO 
PRESERVE THE VALUE OF YOUR CONRAIL INVESTMENT! 

VOTE AGAINST CO.NRAIL'S PROPOSALS TODAY! 

As you know, Conrail has scheduled its Special Meeting of Shareholders for 
December 23rd, Conrail wants you to give up your valuable shareholder rights and "opt 
out" of Pennsylvania's Fair Vaiue Statute, Don't be coerced by Conrail — You have 
nothing to gain by voting for Conrail s proposals. 

Consider both sides of the equation: 

CSX = INFERIOR VALUE, By voting for Conrail's "opt out" amendment, 
you will be helping CSX gain control of your Company at an infenor pnce 
(currently valued at $89,80* per share for the remaining Conrail siiares), 

NORFOLK SOUTHERN = $L4 BILLION MORE Under Norfolk South­
em's $110 all-cash, all-shares offer, with prompt payment through use of a 
voting trust. Conrail shareholders (other than CSX) would receive Sl.4* billion 
more in their pockets than under the CSX proposal, 

CSX = CONTINX'ED RISKS, IS ĉ of CSX's remaining consideration consists 
of CSX stock, Conrail shareholders would continue to be subject to substantial 
nsks—including equity nsk and regulatory risk, Conrail itself has stated that it 
doesn't expect to receive regulatory approval, if it comes, until early 1998. 
That's a long time to have your investment subject to these substantial nsks. 

NORFOLK SOUTHERN s NEAR TERM VALUE Norfolk Southem has 
committed to establish a voting trust mechanism so that Conrail shareholders 
can receive lOÔ c of their cash consideration in the near term. There's no equity 
or regulatory risk for shareholders under .Norfolk Southem's proposal. 

The logic IS inescapable: the Norfolk Southem offer is superior in every respect. 
But vou must act now to preserve the opportunity to receive its benefits. VOTE 
AGAINST CONRAIL'S PROPOSALS TODAY 

You. the shareholders, are the true owners of Conrail. Tell the Conrail directors in 
terms they can't ignore that you want them to deliver the superior value represented by 
Norfolk Southem's $110 all-ca«.h, all-shares offer NOW. 
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SEND THE CONRAIL BOARD THE VOTE THAT WON T GO AWAY: 

AGAINST .Amending its Charter 

AND 

.•\G.\INST Adjourning the .Meeting if Conrail doesn't have enough 
votes to pass the .Amendment Proposal. 

Ti me is short, so vote AGAINST on the enclosed GOLD proxy card today (or green 
instruction card if you are an ESOP participant). 

Sincerelv, 

David R. Goode 
Chairman, President and 
Chief Executive Officer 

IMPORTA.NT INFOR.MATION 

If your Conrail shares are held in the name of a bank or broker, only your bank or broker can 
I vote your shares and only upon receipt of your specific instructions. Please instruct your bank or 

broker to vote .AGAINST Conrail's proposals by execuiinf^ the GOLD proxy card today. If you have 
any questions or require any assistan.-« in voting VOLT sharfpkas<' call: 

& COMRANY INC 

Wall Street Plaza 
New York. New York 10005 

CaU ToU F K « : 800-223-2064 

B.inks and Brokers call: :i:-440-9800 

• Based on the closing price cf CSX shares on December 12. 1996. 
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[Advertisement] 

TO CONRAIL SHAREHOLDERS: 

Send the Conrail B(>ard a Clear Sigrial 

[Graphic: railroad crossing signal] 

PROTECT THE \ ALUE OF YOUR SHARES BY 
V OTLNG AGAINST CONRAIL S PROPOSALS 

Conrail wants shareholders to think it's too late to stop CSX's coercive, inferior 
offer for your shares. Don't believe them, 

Norfolk Southem is determined to keep its superior. SllO per share offer on tlie 
table. It's worth 22̂ 1- more than the CSX offer * It's all cash. And it doesn't 
involve the regulatory delays or market risks that CSX wants yau to bear. 

It's an easy choice to make But it's going to take a strong shareholder vote to 
make Conrail understand that. 

[Graphic: box with checkmark above the words "VOTE AGAINST"] 

Vote .AG.AINST Conrail's proposal to "opt out" of Pennsylvania's Fair '. alue 
Statute, 

Vote AG,AINST Comail's proposal to adjoum the special meeting if the vote 
isn't going Conrail's way. 

Protect your investment. 
\ote now on Norfolk Southem's GOLD proxy card AGAINST 
Conrail's proposals to opt out" of Pennsylvania's Fair Value 

Statute and to adjourn the special meeting. Be sure 
.Norfolk Southern receives your proxy before December 23. 

[Norfolk Southem Logo] 

Important: If >ou have any questions, please call our solicitor, Georgeson &. Company Inc toll 
free at 1-800-223-2064 Banks and brokers call 212-440-9800. 

• BastJ on the closing pnce of CSX common stock on Dtcembtr 19% 
Deceinbci 16, 19<>t> 

: :62 i '4 : i - : i S 4 » 
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SECLTUTIES AM) EXCH ANGE CONtVnSSION 
Washington, D,C. 20549 

SCHEDLXE 14D-I 
( Amendment No. 24) 

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

Conrail Inc. 
(Name of Subject Company) 

Norfolk Southern Corporation 
.Atlantic .Acquisition Corporation 

(Bidders) 

Common Stock, par value Sl.OO per share 
(Including the associated Common Stock Purchase Rights) 

iTitle of Class of Secuniies) 

208368 10 0 
(CUSIP Number of Class of Secunties) 

Series A ESOP Convertible Junior 
Preferred Stock, without par value 

(Including tbe associated Common Stock Purchase Rights) 
1 Title of Class of Secunues) 

Not Available 
(CUSIP Number of Class of Secunues) 

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

Three Comjiercial Place 
Norfolk, Virginia 23.M0-2191 

Telephone: (' 57) 629-2750 
(Name. Address and Telephone .Number of Person Authonzed 
to Receive Notices and Commumcations on Behalf of Bidder) 

with a copy to: 
Randall H. Doud, Esq. 

Skadden. Arps, Slate. Meagher & Flom LLP 
919 Third Avenue 

New Y ork. New York 10022 
Telephone: (212) 735-3000 
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This ,\mendment No 24 amends the Tender Otfer Statement on Schedule 14D-1 filed 
on October 24. 1996. as amended (the "Schedule 14D-1 ). by .Norfolk Souihem Corporation, 
a V'irgima coiporation ( Parent"), ^nd its wholly owned subsidian.-. .Atlantic .•\cquisiiion 
Corporation, a Pennsylvania corporation ( 'I*urchaser "), relating to Purchaser s offer to purchase 
all outstanding shares of (i) Common Stock, par value SI 00 per share (the "ComiTion Shares "). 
and (in Series A ESOP Convenible Junior Preferred Stock, without par value ithe ESOP 
Preferred Shares " and. together with the Common Shares, the "Shares"), of Conrail Inc. (the 
Company ), including, in each case, the associated Common Stock Purchase Rights, upon the 

terms and subject to the conditions set fonh in the Offer to Purchase, dated October 24. 1996 
(the "Offer to Purchase" ), as amended and supplemented by the Supplemem thereto, dated 
November 8. 1996 (the "'Supplement'"), and in the revised Letter of Transmittal (which, together 
with any amendments or supplements thereto, constitute the Offer "» Unless otherwise defined 
herein, all capitalized terms used herein shall have the respective meamngs given sucii terms in 
the Offer tc Purchase, the Supplement or the Schedule 140-1. 

Item 10. .Additional Information. 

Item 10 is hereby amended and supplemented by the following: 

(e) On December 17. 1996, the District Coun held a hearing to consider Plaintiffs' 
Motion for a Preluninary Injunction. .At the conclusion of the hearing, the District Coun issued 
an order enjoining the Defendants from failing to convene, and/or from postpomng, 2nd/or from 
adjounung the Special Meeting of the Company's shareholders scheduled for Monday. December 
23. 1996. by reason of the Ccmpany or its nommees not having received sufficient proxies to 
assure appioval of the proposal set fonh in the "Notice of Special Meeting of Shareholders " and 
in the proxy materials to " opt-out" of Subchapters E, G. and H of Chapte: 25 of :he PBCL, 

Item 11. Material to be Filed as Exhibits. 

Item 11 is hereby amended and supplemented by the following: 

(a)(66) Press Release issued by P-̂ rent on December 17. 1996 
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SIGNATURE 

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

Dated: December 17. 1996 

NORFOLK SOUTHERN CORPORATION 

Bv: 'si 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 

234 



EXHIBIT INDEX 

Exhibit 
•Number Description 

(a)(66) Press Release issued by Parent on December 17. 1996. 

0162«T3 01.01S4* 
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FOR IMMEDIATE RELEASE 
December 17, 1996 

Me(jia Contact; Robert Fort 
(757) 629-2714 

NS Praises Ruling Blocking Conrail From Postponing Shareholder Meeting 

NORFOLK. VA - Norfolk Southern Corporation (NYSE. NSC) today issued the following 

statement in response to U S District Court Judge Donald Van Artsdalen s decision 

granting its motion for a preliminary injunction to prevent Conrail Inc. from postponing 

a special meeting of shareholders scheduled for December 23: 

"Today s decision is a victory for Conrail shareholders who will now have the 

opportunity to voice their opinion on Conrairs proposal to opt out' of the fair value 

provision of Pennsylvania s anti-takeover statute. 

'We are pleased that Judge Van Artsdalen recognized that the December 23 vote 

would be nothing more than a sham election' if Conrail could cancel the shareholder 

meeting because it was losing. 

During the hearing, Judge Van Artsdalen asked Conrail's lawyer, Isn't there 

something fundamentally unfair with saying, we're going to hold an election, but we re 

only going to hold it if we know we're going to win?'' In his ruling, the judge agreed with 

Norfolk Southern that the answer to this question was yes, 

"'Norfolk Southem remains detennined to deliver Conrail shareholders its all-cash 

offer of $110 for each of their shares. Shareholders will have a meaningful vote on 

December 23 and by voting against the opt out' proposal will be a step closer to having 

the opportunity to consider Norfolk Southern's superior offer - an offer worth about $16 

per share or $1,5 billion more than CSX's coercive front-end loaded, two-tiered deal for 

Conrail," 

### 

World Wide Web Site - http;//www.nscorp.com 

0I6:4J4 0I-O1S4* 
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SECL RITIES AND EXCH.\NGE COMMISSION 
Washington, D.C. 20549 

SCHEDIXE 14D-1 
(Amendment No, 25) 

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

Conrail Inc. 
(Nam? of Subject Company) 

Norfolk Southern Corporation 
Atlantic Acquisition Corporation 

^Bldders) 

Common Stock, par value $1,00 per share 
(Including the associated Common Stock Purchase Rights) 

(Title of Class of Securities) 

208368 10 0 
(CUSIP Number of Class of Securities) 

Series A ESOP Convertible Junior 
Preferred Stock, without par value 

(Including the associated Common Stock Purchase Rigbts) 
(Title of Class of Securities) 

Not Available 
(CL'SIP Number of Class of Securities) 

James C. Bishop, Jr. 
Executive Vice President-Lav» 
Norfolk Southem Corporalion 

Three Commercial Place 
Norfolk. Virginia 23510-2191 

Telepbone: (757) 629-2750 
tNaine. .Address and Tclcphooe Number of Person Authonzed 
to Receive .Nonces and Commuiiicaiions on Behalf of Bidder) 

•A lib a copv to 
Randall H, Doud. Esq. 

Skadden, Arps, Slate, .Meagher & Flom LLP 
919 Third Avenue 

New York, New Vork 10022 
Telepbone: (212) 735-3000 
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This .Amendment .N'o 25 amends the Tender Offer Statement on Schedule UD-l filed 
on October 24, 1996. as amended (the Schedule 140-1"). by .Norfolk Southem Corporation, 
a Virginia corporauon ("Parent"), and its wholly owned subsidiary. .Atlantic .Acquisition 
Corpontion. a Pennsylvama ccrporation ( Purchaser"), relating to Purchaser's offer to purchase 
all outstanding shares of (u Coinmon Stock, par value Si 00 p>er share (the Common Shares ), 
and (11) Series .\ ESOP Conv.;rtible Junior Preferred Stock. -Auhout par \alue (the ESOP 
Preferred Shares" and, togeihet with the Common Shares, the Shares"), of Conrail Inc (the 
Com̂ âny "). including, in each case, the associated Common Stock Purchase Rights, upon the 

terms and subject to the conditions set fonh in the Offer to Purchase, dated October 24, 1996 
(the "Offer to Purchase"), as a.-nended and supplemented by the Supplement thereto, dated 
November 8. 1996 (the "Supplem;nt"), and in the revised Letter of Transmittal (which, together 
u Ith any amendments or supplements thereto, constitute the "Offer") I'nless otherwise defined 
herein, all capitalized terms used herein shall have the respective meanings given such terms in 
the Offer to Purchase, the Suppletnent or the Schedule 14D-1. 

Item 11. .Material to be Filed as Exhibits. 

Item 11 is hereby amended and supplemented by the following: 

(a)(67) Text of Advenisement appeanng in newspapers commencing 
December 18. 1996, 

(di{6S) Text of .Mailgram sent to cenain Company shareholders coinmencirg 
December 18, 1996, 

(a)(69) Text of ,Advertisen.:nt appearing in newspapers commencing 
December 18, 1996. 
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SIGNATURE 

.After due inquiry and to the best of its knowledge and belief, the under̂ gned .enifies 
that the information set fonh in this statement is true, complete and correct. 

Dated December 18. 1996 

NORFOLK SOUTHERN CORPORATION 

Bv: s JAMES C BISHOP. JR. Name; James C Bishop, Ji, 
Title: Executive Vice Piesident-I-aw 

ATLANTIC ACQUISITION CORPOR.ATION 

Bv s JA.MES C BISHOP. JR. 
Name: James C Bishop. Jr. 
Title: Vice President and General Counsel 
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EXHIBIT INDEX 

Exhibit 
•Number Description 

(a)(67) Text of .Advertisement appearing in newspapers c.immencing 
December 18. 1996, 

(aH68) Text of Mailgram sent to cenain Company shareholders commencing 
December 18, 1996, 

(a)(69) Text of Advenisement appearing in newspapers commencing 
December 18. 1996, 

016250S OI-0;Ma 
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[Advert i se~er.t ] 

TO CONRAIL SHARKHOLDFRS: 

How you can help increase your 
share value, lower your risk, and shorten 

your wait — in under 3 seconds. 

[Graphic: front and back of Norfolk Southem's proxy card v.ith a circle around 
the words ".AGAINST" and an "X" in the boxes next to them 1 

Join all those voting AGAINST Conrail's coercive proposals. 

[Graphic: checkmark above the words "VOTE AGAINST") 

Norfolk Southern's Si 10 all-cash, all-shares offer -- with prompt payment 
through use of a voting trust -- is superior in every respect to the CSX deal. It's 
wonh 23%* more, and it doesn't subject you to the substantial equity and 
regulatory risks involved in the coercive CSX deal. To preserve the benefits of 
Norfolk Southem's superior offer, vote ACAINST Conrail's proposals. 

ESOP participants: your vote is especially imponant since each vote 
represents several votes. Protect vour interests, don t let the infenor CSX deal 
be forced upon v ou Use your GREEN instruction card to instruct vour Trustee 
to vote AG.ALNST Conrail's proposals. 

Protect the value of your shares. 
Vote now on Norfolk Southern's GOLD proxy card AG.AINST 

Conr.al's proposals to " opt out' of Pennsylvania's 
Fair Value Statute and to adjourn the special meeting. 

Be sure Norfolk Southern receives your proxy 
before December 23. 

[Norfolk Southem Logo) 

Imponant: If you have any questions, please call our solicitor. Georgeson & 
Company Inc, toU free at i-800-223-2064 Banks and brokers call 212-440-9800. 

• Based o.T the clo?in? pnct of CS, ' common siock on Dtumter 16 1996 

Decembtr 18. 19% 
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(Mailgram) 

Decem'oer 17. 1996 

Dear Coru-ail Shareholder: 
The Conrail Special Meeting is just six days auav YOUR \ OTE WILL DE­
TERMINE THE FUTURE VALUE OF YOL R INN ESTMENT Norfolk 
Southem's all-cash, all-shares offer, with prompt payment through a voting trust. 
IS wonh 23*̂ * more than CSX's coercive deal and doesn't subject you to the 
substantial equity and reguiaiv/iy risks of CSX's inferior deal (currently valued at 
about only 590* per share for the remaimng Conrail shares). 

Remember: Instimtional Shareholder Ser\ices ( "ISS"), the nation's leading 
voting advisory service, has publicly stated that it is recommending to its clients 
that they vote AG.AI.NST Conrail's .Amendment Proposal and .AGALNST its 
.Adjournment Proposal. 

IT S NOT TOO LATE TO PROTECT YOUR INVESTMENT 

To preserve your opportumty to receive the benefits of Norfolk Southem's 
supenor offer, you must vote .AG.AI.NST Conrail's proposals today. 

Because time is short and your vote extremely important, we have established a 
method to enable you to vote by toll-free telephone Please follow the simple 
instructions below. 

If vou need any assistance with the lasi-mmute voting of your shares, please call 
Georgeson & Company Inc, toll-free at l-8(X)-223-2064, 

Thank you for your suppon. 

Sincerely, 

NORFOLK SOUTHERN CORPORATION 

David R, Goode 
Chairman. President and 
Chief Executive Officer 

• Based on the closing price of CSX common stock on December 16, 1996, 
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TOLL-FREE PROXYGR.AM OPER.ATORS WHO ARE INDEPENDENT OF 
THE CO.MPANY ARE AVAILABLE TO ASSIST YOU NOW" 

INSTRUCTIONS 

1, Call Toil-Free 1-800-521-8454 between 8 00 a m and 12 00 midnight 
eastem time. 

2, Tell the operator that you wish to send a collect ProxyGram to ID No, 
4482, .NorfoUc Southem Corporation, 

3, State your name, address and telephone number. 

4, Sute the bank or broker at which your shares are held and your control 
number as shown below: 

Name: < N A 1 > 
Broker: < Broker > 
Control Number: <ControlNum> 
Number of Shares: < NumShares > 
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[ADVERTISE.MENT] 

[GR.APHIC Two joined railcar couplers] 

Why Norfolk Southern is 
the right partner for Conrail. 

-America W ins 
Norfolk. Souihem and Conrail make a perfect combination for shippers, consumers, shareholders xid 
emplovees Here's wh> 

Balanced Competition 
Nortoik Soi,'.,hem and (."onrail w ill provide balanced competiiicn b> creating a strong rail svstem to compete 
with CS.X in the East. True competition means safe, economical service It promotes innovation, economic 
development and job growth It makes goods affordable When Norfolk Southem and Conrail team up, 
major markets will enjoy a compelitive alternative TT-ic economies of New York. Baltimore, DaMon, 
l^dl2^;^o!.^ Ph ladelphia. Pittsburgh and other areas won t be hostage to one major railroad 

Marketing Flexibility' 
W Ith s>stems that extend one another, Norfolk Souihem and Conrail will give shippers wide market access 
and smooth interchanges with other camers - in shon, a transportation gatewa> to the world The combined 
svstem will be competitive with trucks -- good news for the environment and for motorists on clogged and 
crumbimg h;gh\vavs 

Superior Performance 
Norfolk Southem earns its reputation as .America's most aJinired railroad W ith the best-mainiained 
infrastructure, highest efficiency and safest emplovees of all major railroads, it s no wonder automakers 
located eight out of 12 new assembly plants on our sv stem and that this year alone 64 new industries located 
or our lines Norfolk Southem and Conrail will build on successes like these 

Financial Strength 
Norfolk Southern's commitment to Conrail cons.ituents is backed by a solid balance sheet and a c*-ntury 
of sure-footed performance We recently marked 15 consecutive quarters of year-over-year growth m 
eamings per share We believe that together, the companies will have the resources to provide unmai.hed 
service for shippers, opportuniry for employees and growth potential for investors 

The Issue of Fairness 
Conrai! vha,'eholders should have the right lo choose Norfolk Southem's lOC'o cash offer, rather than having 
an infenor offer forced on them Conrail employees would benefit by having their overfunded pension plan 
merged with Norfolk Southem's overfunded plan, rather than with a CS.X plan that the U S govenunent 
last week again put on its list of 50 companies with tbe largest unfunded pension liability.' Under the CSX 
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proposal, the cushion that Conrail emplovees have built up in their plan cou'd be used to eliminate the 
iho'ita!! in the CSX plan. 

What You Can Do 
.A Norfolk Souihem Conrail combination is nght for manv reasons. .As a Coru'ail 
shareholder, you can he'.p make it a reality December 23 by saving NO to an inferior 
CSX Coorail'deal -- bv voting .AG.AINST Conrail's proposa! to "opt out" of Pennsylva­
nia's .''air value statute, Conrail ESOP participants can cast especially meaningful votes 
,AGAINST. because each allocated share represents a voting î .terest by the participants 
equivalent to as many as seven sliares. Remember, ESOP participants' votes are 
confidertial. 

ote 
.\ Winning Future 
Vour >ote ,i.G,MNST vvill send a loud message If vou and a majority of the other shareholders v 
.ACAINST. Conrail's board will know you want a bener deal You can help usher in a •*inning future for 
railroads and those who depend on them, a future characterized b> co,aipetition. irowth, opportunity, peace 
ofm'r"i for refr^es and basic rights for shareholders. You can help bnng Norfolk Southem and Conrail 
together ,xs partners for the list century, 

(Norfolk Southem Logo] 
(c) 1996 Norfolk Southem Corp, Three Commercial Place, Norfolk VA :3510-2191 

http www nscorp com 

FOR'R'N'E Annual Corporate Reputations Survey. March 4. 1996 
- Pension Benefit Guaranty Corp . Dec 12. 1996 

Important If vou have anv questions, please call our solicitor. Georgeson & Company Inc , toll free at 
l-8CK)-::3-;064. Banks and brok:.; "H :i:"»40-9800 
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SECLTUTIES AND E.XCRWGE CO.VCVflSSIO.N 
Washington. D C, 20549 

SCHEDIXE 14D.1 
( Amendment No. 26) 

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

Conrail Inc. 
(Name of Subject Company) 

Norfolk Southern Cot poration 
Atlantic .Acquisition Corporation 

' Bidders) 

Common Stock, par value Si.00 per share 
(Including the associated Common Stock Purchase RighU) 

(Titie of Class of Secunties) 

208368 10 0 
(CL'SIP Number of Class of Securities) 

Serio A ESOP Convertible Junior 
Preferred Stock, without par value 

(Including cbe assocuted Common Stock Purchase Rights) 
(Title of Class of Secunties) 

Not Available 
(CL'SIP Number of Class of Secunties) 

Jama C. Bbfaop, Jr. 
ExecutiTe Vice President-Law 
Norfolk South) rn Corporatioa 

Three Comtne'-s.iai Place 
Norfolk, Virginia 23510-2191 

Telepbone: (757) 629-2750 
(Name. Address and Telephone Number of Person Authorized 
to Receive .Notices md Commuiucaiions on Behalf of Bidder) 

with a copy to: 
Randall H. Doud. Esq. 

Skadden. .Arps. Slate, Meagher & Flora LLP 
919 Third Avenue 

New York, New York 10022 
Telephone: (212) 735-3000 

OI&n«0|,Nr> r s t Svxr 4( 246 Onli )r Wl 



This Amendment .No, 26 amends the Tender Offer Statement on Schedule 14D-1 filed 
on October 24. 1996, as amended (the 'Schedu'e 140-1"). by Norfolk Southem Corporation, 
a Virgima corporation ("Parent"), and its wholly owned subsidiary. .Atlantic .Acquisition 
Corporation, a Pennsylvania corporation ( Purchaser"), relating to Purchaser's offer to purchase 
all outstanding shares of (i) Common Stock, par value Sl .OO per siare (the Common Shares'). 
and (11) Series A ESOP Convertible Jumor Preferred Stock, vithout par value (the "ESOP 
Preferred Shares" and, together with the Common Shares, the Shares '), of Conrail Inc (the 
'Company'). including, in each case, the associated Common Stock Purchase Rights, upon the 
terms and subject to L"-- conditions set fonh in the Offer to Purchase, dated October 24, 1996 
(the Offer to Purcl''ase"), as amended and supplemented by the Supplement thereto, dated 
November 8, 1996 (the "Supplement"), and in the revised Letter of Transmitui (which, together 
with any amendments or supplements thereto, constimte the "Offer') Unless otherwise defined 
herein, all capitalized terms used herein shall have the respective meanmgs given such terms in 
the Offer to Purchase, the Supplement or the Schedule 14D-1. 

Item 11. Material to be FUed as Exhibits. 

Item 11 is hereby amended and supplemented by the following: 

(a)(70) Press Release issued by Parent on IDecember 19, 1996. 
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SIGNATURE 

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

Dated; December 19, 1996 

NORFOLK SOUTHERN CORPORATION 

By: Isl JAMES C BISHOP JT? 
Name: James C, Bishop, Jr, 
Title: Executive Vice President-Law 

ATLANTIC ACQUISITION CORPORATION 

By: Isl JAMES C, BISHOP. JR. 
Name: James C. Bisbop, Jr. 
Title: Vice President and General Counsel 
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EXHIBrr INDEX 

E.xhibit 
Number Descnption 

(a)(70) Press Release issued by Parent on December 19, 1996, 
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FOR IMMEDIATE RELEASP 
December 19. 1996 

Media Contact: Robert Fort 
(757) 629-2714 

Norfolk Southem Studying llth-hour CSX Offer 

NORFOLK, VA - Norfolk Southem Corporation (NYSE; NSC) to<jay issued the following 

statement: 

"Norfolk Southern is studying CSX's most recent proposal to acquire Conrail Inc. 

However, CSX's latest offer appears to be an 11th-hour attempt to avoid defeat at the 

shareholders' meeting that had been scheduled for December 23. 

"There should be no doubt that Norfolk Southem remains as determined as ever 

to acquire Conrail and will use any and all appropriate financial means to accomplish 

that objective." 

World Wide Web Site - http://www.nscorp.com 

Oie2V)4 0l-0!S4« 
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SECURITIES AND EXCHANGE COMMISSION 
Washint̂ oD, D.C. 20549 

SCHEDULE 14D-1 
(AniendmeDt No. 27) 

Tender Offer Statement Punaant to Section 14«l)(ll 
of tbe Seairtties EidMii|!« Act of 1934 

Conrail Inc. 
(Name of Sub]ecs Company) 

Norfolk Southem Corporation 
Atlantic Acquisition Corporation 

I Bid<l.;n i 
Coramon Stock, par value SLOO per share 

(indoding tfae associated Conunoo Stock Purcbase Rights) 
(TitJe of Class of Seoinaes i 

208368 10 0 
(CL'SIP NuJEbei of Oass of Semnnesi 

Series A ESOP Convertible Junior 
Preferred Stock, without par vahie 

(Indnding the associated Conunon Stock Purchase Rights) 
(Tiiie of Class of Secunaes) 

Not Available 
(CUSIP Number of Class of Secunues) 

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

Three Commercial Place 
Norfolk, Virginia 23510-2191 
Telephone: (757) 629-2750 

'Name Address aad Telephooe Number of Person Au^onzed 
Vo Receive Nonces and Commumcanons oc Behali of Bidfler) 

* ii>t a cop v to 

RandaO F . Doud. Esa. 
Skadden. Arps, Slatf, Meagher & Flom LLP 

919 Tiiird Avenue 
New Vork. New York 10022 
Telephone: (212) 735-3000 

Calaiiitioa of FQins Fee 
TtM-ction V.h«tion' Amoani of Filling Fee-

Si: j:4*.085.000 s:,-«9.oi 
Ahnc <e* oniv This ciicoUnon issuznes the purduse cf ili outsundinf inares o; Cotamot 

• F :̂ runxJiei of cauau»nn| i-.e thn% .eeomy A ESOP Convtmbte Junior PTtlemi SIOOL- «vJsoui tar 
Sioct paT^ue $1 » oer snare -Jie "Comfflon Saares _ and ieno A ^ ^ . ^ " " ^ ^ a r e ^ ^ Acctniing to inlcnnanot 

* u .. „f*.>. « nrowdftd Sv Rule 0-!Ua)f: and rdeoch- the Siinj witt »iuct tbe cSfseanf tee 
^ S ^ ° > ^ u s t i ^ 7 ^ - e S r ? t l t rit^m^^ n*^»er, or tne for» o: scneduie and -.e ^e ot ,ts 

'"^^n . P,,^. 4-456 4-9 FiiiagPaxn- Norfolk Southera CorporanoL and 
Amount Prê ôusl̂  Paid. 5-456.4.y 6 A-Jannc Acquisition Corpcranon 

£• 1. J . - j p i 1 Date FJed November 5, 19% and For™ or Registrauon : Schedule .4D.1 ^^^UatefJed. '^^^^^ 



This Amendment .N'o. 27 amends the Tender Offer Statement on Schedule 14D-1 Sled on Oaober 
24. 19%, as amended (the "Schedule 14D-1"), by Norfolk Southem Corporanon. a Virginia corporation 
("Parent"), and its whoDy owned subsidiary. Atlanuc Acquisition Corporanon, a Pennsylvama corpora-
Don ("Purchaser"), relating to Purchaser̂  offer to purchase all outstanding shares of (i; Common Siock. 
par value Sl.OU per share (Uie "Common Shares"), and (u) Senes A ESOP Convertible Jumor Preferred 
Stock, without par value (the "ESOP Preferred Shares'" and. together with the Common Shares, the 
"Shares"), of Conrail Inc (the "Company"), including, in each case, the assoaated Common Stock 
Purchase Rights, upon the terms and subjea to the condiuons set forth in tfae Offer to Purchase, dated 
Oaober 24, 1996 (the "Offer to Purchase"), as amended and supplemented by the Supplement, dated 
November 8. 1996 (the "First Supplement") and the Second Supplement, dated December 20. 1996 (the 
"Second Supplement"), and in the revised Letter of Transmittal (which, together with any amendments 
or supplements thereto, constitute the "Offer"). Unless otherwise defined herem. ail capitalized terms 
used herem shall have the respeaive meanings given such terms in the Offer to Purchase, the First 
Supplement, the Second Supplement or the Schedule 14D-1, 

Item L Security and Subject Company. 

Item 1 IS hereby amended and supplemented by the followmg: 

(b) The information set fonh in the Introduction ana Section 1 ("Terms of the Offer. Expiranon 
Date") of the Second Supplement is mcorporated herem by reference. 

(c> The mformauon set forth in Section 3 ("Price Range of Shares; Dividends") of the Second 
Supplement is mcorporated herem by reference. 

Item 3. Past Coutaos, Tnmactioiis or NegotiatioiB with tbe Subject Company 

Item 3 is hereby amended ana supplemented by the following: 

(a) and (b) The information set forth in the Introduction. Secuon 7 ("Background of the Offer, 
Contacts with the Company") and Secuon 8 ("Puipose of the Offer and the Merger; Plans for the 
Company; Certain Considerauons") of the Second Supplement is mcorporated herem by reference. 

Item 4. Source and Amount of Funds or Otlict Cousidemion. 

I'em 4 is hereby amended and supplemented by the followmg: 

(a) and (b) The information sci forth in Secuon 6 ("Source and Amount of Fimds") of the Second 
Supplement is mcorporated herem by reference. 

Item iS. Purpose of tbe Tender Offer and Flans or Proposais of tbe Bidden 

Item 5 is hereby amended and supplemented by the foUowmg: 

The mformauon set forth m the IntroductioiL Secuon 7 ("Background of the Offer; Contacts with the 
Company") and Secuon 8 ("Purpose of the Offer and Merger. Plans for the Company. Ceitam 
Considerations") of the Second Supplement is mcorporated hereir by reference. 

Item 7. Gout-acts, Arr jigemeiits, Lnderstandiny or Relationships with Respect to tbe Subject 
Comp iny^ Securities. 

Item 7 is hereby amended and supplemented by the following: 

The mformauon set forth m Secuon 9 ("Conditions to the Offer") and Section 10 ("Certain Legal 
Matters. Regiiiatop.' .Approvals; Cenain Liugauon") of the Second Supplement is mcorporated herem by 
reference. 

1 
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Item 9. Fmancial Statements of Certain Bidders. 

Item 9 is hereby amended and supplemented by the following: 

The informadon set forth in Secuon 5 ("Certain Information Conceming Paren; and Purchaser") of 
the Second Supplement is incorporated herem by reference. 

Item 10. Additioinl Informatioa. 

Item 10 is hereby amended and supplemented by the following: 

(b) The information set forth in the Introduction and Section 8 ("Purpose of the Offer and the 
Merger Plans for the Company. Certain Considerauons") of the Second Supplement is incorporated 
herein by reference. 

(e) The infonnation set forth in Section 10 ("Certain Legal .Matters; Regulatory Approvals: Ortain 
Litigation") of the Seoond Supplement is incorporated herem by reference, 

(f) The information set forth in the Second Supplement and the revised Letter of Transmittal copies 
of which are attached hereto as Exhibits (a)(72) and (a)(73). respectiv-'v. is incoiporated herem by 
reference. 

Item XL .Material to be FDed as ExfaMX 

Item 11 is hereby amended to add the following: 

(a)(71) Text of Press Release issued by Parent on December 19.1996. 

(a)(72) Second Supplement tr the Offer to Purchase, dated December 20.1996. 

(a)(73) Revised Letter of 'ransmittaL 

(a)(74) Revised Notice of Guaranteed Delivery. 

(a)(75) Revised Letter to Brokers, Dealers. Commercial Banks. Trust Companies and Other Nominees. 

(a)(76) Revised Letter to Clients for use by Brokers. Dealen, Commerdal Banks, Trust Companies and 
Other Nominees. 
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SIGNATURE 

Dated; December 20, 1996 

NORFOLK SOLTHERN CORPORATION 

By: 1%/ JAMES C. BISHOP, JR. 
Name; 
TiUe: 

James C. Bishop. Jr. 
Executive Vice President-Law 

ATLANTIC ACQUiSmON CORPORATION 

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

James C, Bjshop. Jr. 
Vi« Pre$idet:t and General Counsel 
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EXHIBIT INDEX 

EzkM 
>Baiber 

(a)(71) 

(a)(72) 

(a)(73) 

(a)(74) 

(a)(75) 

(a)(76) 

Detchytoe 

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

Second Supplement to the Offer to Purchase, dated December 20. 1996. 

Revised Letter of Transmittal 

Revised Notice of Guaranteed Delivery. 

Revised Letter to Brokers. Dealers. Commercial Banks. Trtist Compames and 
Other Nommees. 

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

Pa* 
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"OR IMMEDIATE RELEASE 
DECEMBER 19, 1996 

Media Contac:t: 
757-629-2714 

Robert Fort 

NORFOLK SOUTHERN INCREASES CASH BID FOR CONRAIL TO $115 PER SHARE 
Company to Challenge Conrail/CSX Extension of 'Lockup' Provision 

NORFOLK. VA — Norfolk Southem Corporation (NYSE: NSC) today announced that it has increased 
to Si 15 per share its ali-cash offer for all of Conrail Inc.'s outstanding common shares and Senes A 
ESOP convertible junior preferred shares. The $115 per-share offer gives shareholoars a premium of 
more than Si4 per share (or 14 percent) over the remaining blended value of CSX's revised 
cash-and-stock proposal for Conrail.* 

As with its earlier offers, Norfolk Southem's revised proposal continues to offer significant benefits 
to Conrail shareholders. The increased offer provides for an immediate cash payment for shares 
purchased into a voting trust and is not contingent upon any federal regulatory approval. 

Nortolk Southem's offer is worth over $1 billion more than CSX's latest proposal. CSX's proposed 
deal also still depends on •he uncertain value of CSX stock at some time in the future. 

"Our increased offer underscores our determination to acquire Conrail," said David R. Goode, 
Nortolk Southern's Chairman. President and Chief Executive Officer. "We remain committed to giving 
shareholders a fair choice and achieving a Conrail/Nortolk Southem combination t>ecause it is the 
pertect combination for shareholders, employees, shippers and consumers." 

Nortolk Southem said it will challenge ttie legality of a provision in ihe CSX/Conrail agreement that 
extends the lockup period until December 31, 1998. Nortolk Southem said the U S. Distnct Court m 
Philadeiph;a has scheduled a hearing on that is-ue for January 9,1997. The Court has alsc agreed to 
consider a second issue regarding whether CSX now owns 20 percent of Conrail's shares and is an 
interested shareholder, which would require CSX to pay all Conrail shareholders $110 p*ir share in cash 
under Pennsylvania's Fair Value Statute. 

tn agreeing not to discuss any other merger proposal fcr two years, Conrail's board has again 
shown its disdain for the interests of the corporation and its shareholders, Nortolk Southern said, 
Nortolk Southem is convinced the courts ultimately will not approve the Conrail board's wtiolesaie 
abrogation of its fiduciary duties to all of its constituencies. 

Nortolk Southem reiterated that its offer for Conrail ensures balanced competition in the East with 
the least disruption to operations and service. The sue and scope of the divestitures which would be 
required to make a CSX/Conrail combinaton a',':eptable would impose significant costs cn the new 
compary. These costs are for the most part avoidable with a Nortolk Southern/Conrail combinaton 
because the two railroads have much less overlap. 

•Based on the closing pnce of CSX stock on 12^19/96. 

### 
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Second Supplement to the Offer to Purchase for Cash Dated October 24,19% 

Atlantic Acquisition Corporation, 
a whoU} owned subsidiar> of 

Norfolk Southern Corporation 
Has Increased tbe Price of its Offer to Ptu-ciia<e for Cash 

All Outstanding Shares 
of 

Coimnon Stock and Series .4 ESOP Convertible Junior Preferred Stock 
(including, in eacfa cas«. ttae associated Conunon Stock Purchase Rî ibts) 

of 

Conrail Inc* 
to 

$115 Net Per Share 
THE OFFER AND WTTHDRAWAl RIGHTS WILL EXPIRE .\T liOO MIDMGHI, NEW YORK 

CITY TIME, ON FRIDAY. JANXARY 10, 1997. L?.̂ ESS THE OFFER IS EXTE.NT)ED. 

THE OFFER IS NOW CONDITIONTD LTON. .VMONG OTHER THINGS, PRIOR TO THE 
EXPIRATION OF THE OFFER, (1) ATLANTIC ACQUISmON CORPORATION ("PUR­
CHASER"), A WHOLLY OW>XD SL^BSIDLVRY OF NORFOLK SOLTHERN CORPORATION 
("PARENT"), AND PARE-VT HAVING OBTATVED, ON TERMS REASONABLY ACCEPTABLE 
TO P.ARENT, SUFHCIENT FINANCING TO ENABLE CONSL^MMATION OF THE OFFER AND 
TKE PROPOSED MERGER, (2) THERE BEING VALIDLY TENDERED ANT" NOT PROPERLY 
«MTHDRAWN PRIOR TO THE EXPIRATION OF THE OHFER A .NLTVIBER OF COMMON 
SHARES AND ESOP PREFERF^.D SHARES WHICH TOGETHER CONSTTFLTE AT LEAST A 
MAJORITY OF THE SHARES OLTSTANT>ING ON A FULLY DILLTED BASIS, (3) PLTl-
CHASER BEING SATISFIED, IN FT* SOLE DISCRETION, THAT SL'BCHAPTER F OF CHAP­
TER 25 OF THE PENTS»YLVA.NL^ BUSINESS CORPOR.4TION LAW HAS BEEN COMFIJED 
WTTH OR IS INVALID OR OTHEF WISE INAPPLICABLE TO THE OFFER AND THE PRO­
POSED MERGER, (4) THE COfiMON STOCK PLTICHASE RIGHTS HAVING BEEN 
REDEEMED BY THE BOARD OF DIRECTORS OF CONTRAIL INC OR PLTICHASER BEING 
SATISFIED, I N FTS SOLE DISCRETION, THAT SLCH COMMON STOCK PLTICHASE RIGHTS 
ARE INVALID OR OTHERWISE CSAPPUCABIX TO THE OFFER AND THE PROPOSED 
.MERGER. AND (5) PURCHASEE BEING SATISFIED, CS ITS SOLE DISCRETION. THAT THE 
PREVIOUSLY ANNOL'NCED AGREEMENT AND PLAN OF MERGER, AS AMENDED. BE­
TWEEN THE COMPANY AND CSX CORPORATION HAS BEEN TERMINATED IN ACCOR­
DANCE WITH rrS TER.MS OR OTHERWISE. SEE THF INTRODUCTION TO THE OFFER TO 
PLTICHASE AND TO THIS SECOND SLTPLE.ME.NT. 

The Dealer .Managers for the Offe' are: 

J.P. Morgan & Co. .Merrill Lvnch & Co. 
December :0. 1996 
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IMPORTANT 

Purchaser .s ci.rren:t\ reviewm^ i:s options ^uh respec: to rhe Offer and ma\ consider, among other 
things, changes to the matenal terms o* the Offer In addmon. Parent and Purchaser intend to continue to 
seek to negotiate wah the Compary wuh respect to the acquisition of the Company b\ Paren: or Purchaser 
Purchaser reserves the nght to amend the Offer uncludmg amending 'he number of shares to be purchased 
the purchase pnce and the proposed merger consideranoni upon entering into a merger agreement with the 
Company o' to riegotiate a merger agreemeni wuh the CcMiany not i.ivolving a tender offer pursuant to 
which Purchaser would terminaie the Offer and the Common Snares las defined herein) and ESOP 
Preferred Shares as defined nereui. and together with the Common Shares, the "Shares "i would, upon 
consummation of such merger be converted into cash, common stock of Parent and'or other secunties in 
such amounts as are negotiated bv Parent and the Company 

.Anv sharehoU.er dey.nng to tender all or any porrxin of such shareholder's Shares should either (i) 
comp lete and sign tne rev ised Letter of Transmmal delivered herewith or one of the Letters of Transr^mal 
pre\-iously delivered to such shareholder h\ Parent and Purchaser 'or any facsimiles of such Lettt of 
Transmmal I ir. accordance with the instructions in such Letters of Transmittal have such shareholder's 
signature thereon guararueed if required by Instruction 1 to such Letters of Transmittal, mad or deliver one 
of such Letters of Transmmal for such facsimde thereof) and any other required documents to the 
Depositary and eaher deliver the certificates for such Shares and if separate, the certificates representing the 
associated R-ehts las defined herein i to the Depositarv along wah one of such Letters of Transmittal (or a 
facsimile thereof) or deliver such Shares land Righu. if applicable} pursuant to the procedure for 
book-entry transfer set fonh m Secnon 3 of the Offer to Purchase 'as defined herein) pnor to the expiration 
of the Offer c, iu> request such shareholder's broker dealer, commercial bank, trust compans or other 
nomwer lO effea the transaction for such shareholder A sharehclder having Shares (and if applicable, 
Ri^'hisi registered m the name of a broker dtuier commercicl bank, trust company or other nominee must 
contact such broker dealer, commercial bank, trust company other nominee if such shareholder desires 
to tender such Shares 'and if applicable. Rights). Unless and until Purchaser declares that the Rights 
Conduion las defined m the Offer to Purchasei is satisfied snarehclders will be required to tender one Righj 
for each Share teruiered m order to effea a valid tender of such Share The tender of Rights is also required 
for the valid tender of ESOP Preferred Shares. 

Participants m the Company s .Matched Savings Plan (the "ESOP") desiring tha: Fidelity Management 
Trust Company, as trustee under the ESOP 'the "ESOP Trustee"), tender the ESOP Preferred Shares 
aUocated to thei' accounts, which will be convened into Common Shares upon consummation of the Offer, 
should so msrrua the ESOP Trustee by completing the form that will be provuied to pamapants fcr that 
purpose ESOP .lamcipants cannot tender Shares allocated to their ESOP accounts by executing one of the 
Letters of TransirMaL 

Anv shareholder who desires to teruier Shares land if applicable. Rights) and whose certificates for 
such Shares 'and if applicable Rightsi are not immediately available or who canno: comply with the 
procedures for book-entry transfer descnbed m the Offer to Purchase on a timely basis, may tender such 
Shares land if appUcable Righai by followmg the procedures for guaranteed delivery set fonh in Section 
S of the Offer tc Purchase 

Questiorxs and requests for assistance may be direaed to the Inforrrxation Agent or the Dealer .Maruigers 
at their respective addresses and telephone numbers set forth on the back cover of this Second Supplement 
Additional copies of the Offer to Purchase the First Supplemeru las defined herein/, this Second 
Suppier.-.n'.. the revised Letter of Transmittal or other tender offer matenals may be obtamed from the 
Informatii.n .Aeeni 
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TO THE HOJJ3ERS Of COSCiOS STOCK .\.ND 
SERIES .A ESOP CON-\-?.RTr.',LE JL-NIOR PREFERRED STOCK OF CONRAIL INC; 

INTRODLCnON 

The foiiovung mformauo.' amends and supplements the Offer to Purchase, dateu Octobe: 24, 1996 
Ithe "Offer to Purchase"). a5 p-e\icusiy amended and s'-ppiemented by the Suppie.Tient to the Offer to 
Purchase, dated .Novembe: 8, 1996 (±e "First Suppiem.ent"'), of .A.tianuc .A.cq;usmon Corporauon 
"Purchaser"), a Peansvivani.-. corporauon and a '̂hoDy o»Tied subsidiary of Norfolk Sou'Jiera 

Corporauon, a Mreuiia corporauon ("Parent"), pursuant wfcuch Purchaser is oifenn,". to purchase ail 
outstandmg shares of (P commcn stock, par value Si 00 pe: share (the "Common Shares" ), and (ii) Senes 
,A ESOP Convertible Junior Piefened Stock, without par value ithe "ESOP Prefened Shares" and. 
together with the Common Shai-es. the "Shares":, of Conraii Inc. a Pennsvlvania corporauon (the 
"Company"), mciudmg, m each case, the .issoaated Common Stock Ptirchase Rights ithe "Rights") 
issued pursuant to the Rights .Agreement, daiea as of July 19, 1989, as amended. ber*een the Companv 
and rirsi Chicago Trust Company of Sev. York, as Rights .\gent iihe "Rig,its .Agreement"). Purchaser 
has mcreased the pnce to be paid m the Offer las de&ned below) to 5115 p<;r Share, net to the seller LD 
cash, ^iithout mterest thereon (the "Offer Pnce"). upon the terms and subiect to the condiuons set fona 
ID the Offer to Purchase, as amended and supplemented bv ±e First Supplement and his Second 
Supplement, and m the revised Letter of Transmittal (which, as amended trom tune to tune coUertively 
consutute the "Offer") Unless Lhe context otherwise requires, ail references to Common Shares. ESOP 
Prefened Shares or Shares shall mclude the assoaated Rights, and all references to the Rights shall 
mclude tne benehts t'iat mav enure to holders of the Rights pursuant to the Rights Agreement, mciudmg 
tne nght to receiv.: any pavment due upon redempuon of the Rights 

The puipose of the Offer is to aca-jre control of. and the entire eqmty mterest m, the Company, 
Parent is seekmg to neeouate wiih the «~ "npany a dehmuve mereer agreement pursuant to which the 
Companv ;vould, as soon as pracucable ^̂ •'Joŵ ng consummauon of the Offer, consummate a merger or 
similar busmess combmauon with Purch<iser or another direct or mdi:?ct subsidiary ol Parent (the 
"Proposed Merger") In the Proposed Merger, each Common Share and ESOP Prefened Share then 
outstandmg (other than Shares held by the Company or any subsidiary of the Company and Shares owned 
by Parent Purchaser or any direct or mdirect subsidiary of Parept̂  would be converted mto Lhe nght to 
receive an amount m cash eqtial to the pnce per Common Share and ESOP Prefened Share paid pursuant 
to Lhe Offer If Purch-:«r acquires 80*̂ - or more of the outstandmg Shares m the Offer. Purchaser mtends 
to effeci the Proposed Merger as a "shcn-form" merger under the Pennsyivania Busmess Corporanon 
Law (Lhe "PBCL"). without a vote of the Company's shareholders or the Board of Directors of Lhe 
Company (the "Companv Board"), See Secuons 11 and 12 of the Offer to Purchase. Sections 5 and 6 of 
the Hrst Supplement and Sections " and 8 of this Second Supplement. 

This Second Suppltn'int should be read m conjunction with the Offer to Purchase and the First 
Supplement. Except as .-.et forth m this Second Supplement and the revised Lener of Transmittal, the 
terms and condiuons previously set forth m the Offer to Purchase, the Fu^t Supplement and the Letters 
of Transrmttal mailed »itL either the Offer to Purchase or the First Supplement remam apphcable m ail 
respects tc the Offer Terms ased but not de&ned herem have the meamngs set forth m the Offer to 
Purchase or the First Supplement 

The Offer is DO ionger conditioned U{on the satisfacuon or waiver ol either the Votmg Trus. 
Approval Condition or the HSR Condition Sections 9 and 10 of this Second Supplement. 

On November 21, 19%. CSX aimouncec that Green .Acquisiuon Corp,, a wholly owned subsidiary 
of CSX. had accepted for payment m the CS.X Offe: 17.860.124 Shares, purponedly representmg 19,9'?c 
of the Cx)mpany's then outstanding Shares. The CSX Offer expired at midmght .New York City time, on 
Wednesday, .Novemoer 20. 1996. 

On December 1.1996. CSX commenced a second tender offer (the "CSX Second Offer') to purchase 
:or cash an aggregate of up to 15344.845 Shares of the Company at a pnce of SllO m cash per Share, The 
CSX Second Offer is cujTenily scheduled to expue at 5 p.m.. New York Cir>- time, on January 22. 1997. 
unless extecced. 
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On Decembe.- 19. 1996 the Company and CSX announced that an amendmeat to the CSX Merger 
.Agreement ithe "Second .Amendi.ient") had been entered mto purs lant to which CSX mcreased the 
cor'-,der3tion tc be paid m the Proposed CSX .Merger. Pursuant to the Second .Amendment, the fx'^r of 
the Shares expected to be outstancme at the iirr " the consurrjnanon o: the Propobca CS.X .Vlerger 
;asjummG the Proposed CSX .Mereer LS consumr:- -U) and not owned bv CS.X wiU be exchanged for (i) 
CSX Common Slock at a rate of 1.S5619 Shares CSX Common Stock fo: each Share and nil an 
addiuona. S'.6 per Share m CSX convertible prefened stock, the terms of which »iil be set pnor to the 
Proposed CSX Merger so that such secunues would trade at par on a ftilly distnbuted basis. Based on the 
closing sale v̂ nce of 'Jie CS.X Common Stock on Lhe New York Stock Excnange cJie "N'YSE") on 
December 19. 19%. the total per Share considerauon m Lhe Propos.;d CSX Merger was »onh 
approximately $97.21. 

Bv reason cf the mcrease m the Offer Pnt2, the mcreased puniuve effect of the CSX lockup Option 
on Parent will be approximately SSO milhon. On such basis, m the event Lhat thf CS.X Termmauon Fee 
IS paid and the CSX Lockup Opuon .Agreement is exercised by CSX, the aggregate addiuonal cost to an 
acquiror of the Company (mciudmg Parent) bv reason of the CSX Lockup Opuon .Agreement and the 
CSX Termmauon Fee wili amount to approximately $660 milhon lassummg an acquisiuon of Lhe 
Company at $115 per Sharei In the Pennsvlvania Lifgauon, Parent and Purchaser are contestmg the 
vahditv of both the CSX LocKup Opuon ,Agreemeat and the CSX Terminauon Fee See Section 15 of the 
Offer to Purchase and Secuon 8 of the First Supplement 

In the CSX Merger .Agreement the Company and CS.X agreed, among other thmgs, to a provision 
(the "No Negouauon Provision") providmg that subject to certam excepuons, neither the Company nor 
C^X wJI. nor will thev permit any ol their subsidianes to, nor will they authorize o: permit any ol their 
officers, directors or employees or anv mvestment banker, hnancial advisor, attorney, accountant or othei 
representaave. retamed by them or anv of their subsidianes to. directly or induectly throueh another 
person, partiapate m any cor versauons. discussions or negouations, or enter mto any agreement 
anangement or understandmg. with any other company engaged m the operauon of raiiroads (mciudmg 
Parent) with respea to the acquisition by any such other company (mciudmg Pareat I of any secunties or 
assets of the Company and its subsidianes or CSX md its subsidianes. or any "trackage nghts o: other 
concessions relatmg to the assets or operauons o: e Company and its subsidianes or CSX and its 
subsidianes. other than with respect to certam sales, ieaics. ucenses. mortgages or other disposals oi assets 
or properues. 

In the Second .-onendment. ihe Company also agreed to extend the tem of the No Negouauon 
Provision from July 12. 199" to December 31. 1998. with the intended effect of preventmg the Company 
from considermg or otherwise taahtatmg any competmg proposal to acquire the Company, such as the 
Offer and the Proposed Mereer. until iuch time. 

The Second Amendment provides trat the Proposed CSX Mereer will occur as soon as pracucable 
after the CSX and Company shareholders meetmgs to be held to consider matters related to the Proposed 
CSX -Vlerger and that all of the Shares acquired by CSX m the Proposed CSX Merger would be piaced 
m the •••otmg trust holdmg Shades prev-ously acquired by CSX peniimg the outcome of Sun'ace 
Transportauon Board (the "STB") proceedmgs relatmg to the proposed combmation of CSX and the 
Company 

,Alsc on December 19. 1996. tbe Comoany announced that the date of the speaal meetmg of the 
Company's shareholders ithe •'Pennsylvama i'peaal Meetmg") to seek approval of an amendment (the 
".Arudes Amendmeaf) to the Company's Aiticles of Incorporauon to "opt out" of Subchapter E of 
Chapter 25 of the PBCL had been changed to Jan îary H , 1997 Parent has oeen sohaung proxies against 
the adopuon of the .Articles .Amendment and mtei'ds to contmue to sohct proxies against the .Articles 
.Amendment at anv meeung of the Company's shareholders hild to consider the .Artcies .Amendment. 

This Second Supplement does not constittrte a solidtatioD of proxies for the Pennsy ivania Spvcial 
Meetmg or anv other meeting of the Company's shareholders. .Any such solidtation wtiich Parent or 
Purchaser ini^bt make »ouid be made onK pursuant to separate pn;xy inatehais complying with the 
rt^uuements of Sectjo.n IMat of lus Securities Exchange .Aa of 1934. as amended (the "Exchange .\ct''). 
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The Offer to Purchase. th« First Supplement, tiis Second Supplement ai:d the revised Letter of 
Transmittal contain important information which should be read carefnlh befor; any decision is made 
'mh respect to the Offer. 

1. Terms of the Offer Expiration Date The discussion set forth m Secuon 1 of the Offer to 
P-i-cnase and Section 1 oi tae First Supplement is hereby amended and supplemented as loUows: 

rne pnce to be paid for Shares purchased pursuant to the Offer has beea mcreased from Si 10 to $115 
per Share, aet to tiie seller m cash without mterest thereon, upon the terms and subject to the condiuons 
of the Offer. 

As previouslv announced, the term "Expu-auon Date" has been amended to mean 12:00 Midnight. 
New York City tune, on Fnday, January 10, 199", unless and until Ptirchaser. m its sole discretion, shall 
have extended tbe penod of time dunng which the Offer is open, m which event the term "Expuauon 
Date" shall refer to the latest time and date at which the Offer, as so enended by P-irchaser shai'. expue, 

Z. Procedures for Tendering Shares. The discussion set forth m Secuon 3 of the Offer to Purchase 
and Secuon 2 of the First Supplement is hereby amended and supplemented as follows: 

The revised Lener of Transmittal and the revised Nouce of Guaranteed Dehvery distributed with this 
Second Supplement mav be used to tender Shares, Tendermg shareholders may also continue to use the 
Letters of Transmittal and the Nonces of Guaranteed Dehvery previously distributed with the Offer to 
Pijjchase or the Fmst Supplement to tender Shares. 

Shareholders who have previously mlidh tendered Shares pursuant to tbe Offer and not properly 
wTthdrawn such Shares have validh tendered such Shares for pur̂ KKes of the Offei. as amended, and need 
not take anv further action hi order to receive the mcreased price of $115 net per Share pursuant to tbe 
Offer. 

3. Price Range of Shares Dividends, The discussion set forth m Section 6t)f the Offer to Purchase 
and Secuon 3 of the First Supplement is hereby amended and supplemented as follows: 

.Accoraing to pubhc sources, the high and low closmg sale pnces per Common Share on the N'YSE 
for the Fourth Quarter of 19% (through December 19. 19%) were $100̂ /4 and $68V:- respectively. On 
December 19. 19%. the last full tradmg day pnor to Parent's announcement that it was amending the 
terms of the Offer upon me terms '.;t forth m this Second Supplement, the reported closing sale pn;x per 
Common Share on the N^'SE G-)mpos:te Tape was SlOOV*. Sharetaolden are urged to chiam a current 
market quotation for tbe Common Shares. 

.Accordmg to public sources, the Company paid its regular quarterly cash dividend of $0,475 per 
Common Share on December 16. 19%, 

4. Certain Information Conceming tbe Company, The discussion set forth in .>ection 8 of the Offer 
to Purchase is hereby amended and supplemented as foUows: 

Fmancuil Infomxazian. Set forth below is certam selected consoUdated finanaai infonnanon 
relatmg to the Conpany and its subsidianes which has been excerpted or denved from the unaudited 
hnancal statements contamed s. the Company's Quarterly Repon on Form lO-Q for tne fiscal quarter 
ennec September 30. 19% i the "Company Form lO-Q") and other documents filed by the Company with 
the SEC, .Vlore comprehensive hnanaal infeTnation is included m the Company Form 10-Q and such 
other docimienti, ana the finanaal mformauoii that foUows is qualified m its entirety bv reference to the 
Companv Form 10-Q and such other docurjents. The Company Form 10-Q and such other documents 
mav 'DC exammed and copies may De obtamed from the offices of the SEC or the N'YSE m the manner 
set lorth m Secuon 8 of the Offer to Purchase. 
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CON-RAIL INC. 

Selected Consolidated Finandal Information 
(in millions, except per Common Share amounts) 

< unaudited) 

Income Statement Data: 

Revenues 
Operating expenses 
Operating mcome 
Net mcome to common shareholders . . . . 

Income Per Common Sbare Infonnatioo: 

Niae MoDtle Eodcd 
Sgptembcf 30. 

19% 

$2,771 
2,413 

358 
195 

199< 

$2."35 
2J:33 

502 
294 

.Net earmngs per Commcn Share 
Pnmary 
Fullv diluted 

139 
221 

3.61 
3.28 

Balance Sbeet Data: 

At September 3a 

1996 1995 

Cunent assets $1,199 
Property and equipjment (net) 6..<95 
Total assets 8J8'' 
Cunent liabilities 
Long-term debt, excluding cunent portion 1.891 
Total shareholders" equity 2.938 

$1,187 
6.680 
8.683 
1Z^8 
2.037 
3.080 
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5. Certam Information Concenung Parent and Purchaser Tne discussion set lorth m Secuon 9 of 
the Offer to Purcnase is hereby amended and supplemented as foUows; 

r'areni Set forth beiow is certam selected consoUdated hnanaal mformation reiatmg to Paren: and 
its subsidianes which has been excerpted o: denved from the unaudited fenanaai statements contamed m 
Parent's Quarteriy Repon on Form 10-Q for the hscai quarter ended September .-0. 199̂  tine "Parent 
Form 10-Q") and other documents filed bv Parent with *he SEC More comprehensive hnancial 
mformauon is mcluded m the Parent Form iC -̂0 and such other documents, a .d the ftnanaai mformauon 
that fellows IS quauhed in its enuretv '?y reference to the Parent Form 10-C anc such other documents. 
The Px'eat Form IĈ -O and such other doc-oments mav be exammed and cop-es may be obtamed from the 
offices ot the SEC or the NYSE m the manner set forth :n Section of the Offer to Purcnase. 

NORFOLK SOLTHERN CORPORATION 

Selected Consolidated Fuianaai Information 
{IB millions. exci.'pt per share amounts) 

* unaudrted) 
Niac Montbi Eaded 

Sepiembtr 3<). 

1996 199* 

Income Sutement Data: 
Revenues 5 
Operatmg expenses 
Operatmg mcome 
Net mcome to common shareholders 

3i:90.1 
2."02.9 

88" .2 
569.''. 

S 5il2,8 
2,681.5 

S3i,3 
535,8 

Net Inco tut; Per Common Share: 4 4 0 4.07 

Al Septetpbef 30. 
1996 i995 

Balance Sbeet Data: 
Cunent assets 5 l-'*56.6 $ 1340.3 
Propertv and ecuipment (net) 9,460.2 9233.1 
Total assets , ' l - 6 1 i 10.872.9 
Cunent iiab Unes U08.4 1.180,9 
Long-term debt, excludiug ciUTent portion 1.8112 li88-3 
Total shareholders ea.aty 4.854.6 4.808.1 

6. Source and .Amount of I -jnds. Tne discussion set forth m Secuon 10 of the Offer to Purchase and 
Section 4 of the First Supplement is hereby amended and supplemented as fcUows: 

Purchaser esumaies that the total amount of funds now required to acquire Shares pursuant to the 
Offe- and the Proposed Merger (m each case as amended as descnbed m mis Second Supplement). to pay 
aU related costs and expenses, to refinance Parent s and the Company s existing debt and for workmg 
capital purposes wiU be approximately $13 biUion. 

A i of December 19, 19%. ngned comimtments (including the commitments of the Anangers and 
thtir affiliates as Unders i m excess of the amount needed to complete Parent's proposed acquisiuon of 
the Company had been received by the Anangers from oaiUcs and other finanaal insutuuoas (the 
"Potenual Svudicate Members" i m respea of the $11.5 biUion finanang f,or Parent s $110 per Share Offer 
descnbed m the Summa.'v of Terms and Condiuons previouslv filed as an exhibit to the Setaedule 14D-1, 
as amended, of Pareat and Purchaser filed .n connection -vith the Offei (the "Schedule 14D-1"|. The 
respeaive conmnmients of the Potenual Syndicate .Vlembers wiU expae on March 1.199" if a sausfaaory 
definiuve credit agreemeat is not entered mto on or pnor to such date, 
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In order to finance the Offer and the Proposed Merger at the $115 per Share Offer Price. Parent has 
begun the process of seeking confirmations from the Potential Syndicate Members that their respeaive 
commiments may apply to a $13 billion (as opposed to a $12.5 biUion) finanang for Parent in connecuon 
with the $115 per Share Offer Price. Parent has already received oral confiimauons frcm the .Anangers 
(and their affiiiaies as Lenders) m respea of their onginal commitments of $2 biUion each, and Parent and 
Lhe Antmgers are highly confident that such confirmations wiU also be received from the o'her Potenual 
Syndicate Members m respea of the ir ongmal commitnients m the near future. The terms and condiuons 
on which the Potenual Syndicate Mî mbers would be willmg to make such confirmations, as weU as the 
struaure and pncing they may require for a larger financing, may vary from those previously disclosed by 
Parent and Purchaser m the Schedule 14D-1. as modified by the disdosure inunediately below. 

After gi'/ing effea to the confirmations bemg sought from tfae Potential Syndicate Members, it is 
contemplated that the size and scheduled maturities of 'Jie three term loan fadlities included m the Credit 
Fadlity wiU be as described beiow. One term loan fadlity wiU have a prindpal amount of $3.5 billion. SI 
bUIion of which wiU be repayable on the first anniversriry of the initial borrowing under the Credit Fadhty 
and the remainder of which wiU be repayable on the date (the "Final Term Loan I Maturity Date") which 
is the earlier of (i) six months from the date on which tbe STB issues its final order with respea to the 
acquisition of control of the Company by Parent and (ii) the third anniversary of the Qosing Date, The 
second term loan facility wiU have a prindpal amount of S3.S billion repayable 24 months after the Final 
Term Loan I Mattirity Date, The third term loan facility will have a pnndpal amount of $3 billion 
repayable in unequal quarterly instaUments during the period from and including March 31.1997 (subjea 
to extension under certam drcumstances) through and induding June 30.2003. It is contemplated that the 
size and maturity of the revolving portioc of the Credit Facility will continue to be as previously disdosed. 

To the extent Parent elects that any loans under the Credit Fadlity bear interest at a rate based on 
the adjusted CD rate, it is currently antidpated that such loans shaU bear interest at the adjusted CD rate 
plus a margin which wiU initially be .875% ^nd may be adjusted depending upon Paient's semor unsecured 
long-term debt ratings foUowing the announcement of the Offer to between JSO% and ,100%, 

It IS currently antidpated that, during aU times that both tfae Parent's senior unsecured long-term debt 
and the loans under tfae Credit Fadlity have ratings belov subinvestment grade, sucb loans wiU bear 
mterest at a rate per annum equal to the rates desoibed in tfae Schedule 14D-1 (as modified hereby in the 
case of adjusted CD rate loans) that would otherwise be applicable to sucfa loans plus an additional margin 
of .125%. 

7. Backgrcond of tbe Offer; Contncls with the Conpaaj. Tbe discussion set forth in Section 11 of 
t le Offer to Purchase and Section S of tfae First Supplement is hereby amended and supplemented as 
foUows. 

On December 8.1996, Parent announced its pledge tbat it wiU not be a party to any agreement with 
CSX or the Company that deliven anything less to the Company's sliareholders than a $110 aU-cash, 
?U-Share$ offtn' — with prompt payment through use of a voting trust — so iong as the Companŷ  
shareholders rejea the maneuvering by CSX and the Companŷ  management to pay shareholders less 
thm what Parent beUeves the Company^ sb ireholders deserve for tbeir Shares. 

267 



On December 11. 19%. Parent dehvered the foUowmg letter to the Company Board: 

December 11. 199'.̂  
B^' F.A.X 

Board of Directors 
Conraii Inc. 
2001 Market Street 
Two Commerce Square 
P.^adelphia. Pennsylvama 19101 

Atm: Chairman 

Gentlemen: 

.As yo'i know-, bc-th m a press release and m newspaper advertisements earUer this week. 
NorfoUt Fouthem issued the foUowmg pledge to ConraU shareholders: 

"No.-:oUc Southem wiU not be a pai-'y to any agreement with CSX or Conrail that delivers 
anvthmg less tc Conraii shareholders than a $110 aU-cash. aU-shares offer — with prompt 
payment through use of a votmg trust — so long as ConraU shareholders rejea the 
maneuvenng by CSX and ConraU's management to pay you less than you deserve for vour 
shares." 

I am writmg to underscore the senousness of NorfoUc Southem's pledge. We mtend that 
the foregomg pledge be treated as a binding commitment to the ConraU shareholders. 
However, sfaould you deem it necessary or otherwise appropnate, Norfolk Southem stands 
ready to enter mto a wntten agreement with ConraU. on behaU of the ConraU shareholders, 
confirmmg this pledge. 

Our attomeys are avaUable to work with your attorneys to prompUy work out tfae 
language of such an agreemenu We look forward to your response. 

Very truly yours. 

s- DAVTD R. GOODE 

David R Goode 

Parent has extended such pledge to its $115 per Share Offer. 

8. Purpose of tbe OCTer and tbe Merner. Plans for tbc Compaay; Certain Considerations, The 
discussion set forth m Secuon 12 of the Offer to Purchase and Section 6 of the First Supplement is herebv 
amended and supplemented as foUows: 

Parent beheves that the Offer and the Propojcd Merger wiU ensure balanced compeuuon among 
railroads m the Eastern poruon of the United States witn the least disrupuon to operauons and service. 
In oraer to contmue to ensure balanced compention. Parent may bold discussions with other railroads 
(mciudmg CSX) to address regulatory requirements and other competition issues ansmg trom the Offer 
and the Proposed .Merger, Such discussions may lead to vanous concessions, such as the grant of trackage 
rights or other disposmons of assets, by the post-merger combmed company 

9. Conditioiis of tbe OfTer, The discussion set forth m the Inti-oduoion and Sectior s 1 and 14 of the 
Offe: to Purchase and the Introduction to the First Supplement is hereby amended and supplemented as 
foUows: 

On November 18.1996, the staff of the STB issued an informal, nonbmdmg opimon "o the effea that 
the Votmg Trust .Agree.ent. as proposed by Parent to be modified to delete the "^jroporuonai votme*" 
prov.sion modeUed on CS.Xs proposed vctmg trust agreement, is consistent with the pohaes of the STB 
against unauthorued acquisiuons of control of a regulated earner In Lhe same opmion. the staff of the 
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STB reaffirmed its November 1. 1996 mformal. nonbindmg opmion conce.nung the Voune T.i-st 
Agreement as ongmaUy propos<',d and rejected vanous arguments s ibmitted by the Company requestmg 
tht staff to rescmd sucfa November 1 opmion, .Accordmgly, Purchase: has ---ermmed that the Offe: is no 
longe: subjea to the satisfaction or waiver of the Votmg Tnist Approva. .ondiuon. 

On the basis of a confinnauon from the Premerger Office of Lbi FTC that the Offer and the Proposed 
Vlerger are not subjea to, or are exempt from, tfae HSR Act. Furcnaser also has determmed that tfae Offe: 
;s no longer subjea to the satisfaaion o: waiver of the HSR Condiuon. 

10. Certain Legal .Matters: Regulatory .Approvals: Cenain Litigation The discussion se: forth in 
Secuon 15 of 'jie Offer to Purchase and Secuon S of the Fj-st Supplement is hereby amended and 
supplemented as foUows: 

STB Matters: The Voting Trust On November 18. 1996, the staff of the ST^ issued an mformal. 
nonbmdmg opmion to the effea that Lhe Votmg Trust Agreement fas amended) is consistent with the 
pohaes cf the STB against unauthorized acquisiuons of control of a regulated camer. See Secuon 9 o.' this 
Second Supplement, 

STB .Maners. .Acquisition ofCcntrol. On November 27. 1996. tfae STB requested pubhc comment 
on a proposed scfandule pursuant to which the STB would issue a final order 300 days from the fiime of 
the apphcauon (tht "STB Apphcauon") by Parent seekmg approval of the Proposed Merger. Parent has 
not yet filed the STL' Apphcauon. The STB is required by statute to enter a final order with respect to 
the STB Apphcauon »\ithm approximately 16 montfas after it is filed. The STB's proposed schedule is 
subjea to a pubhc comment process with wntten comments due no later than December 13. 1996 and 
Parer''s reply due by December 23. 1996. after which the STB is then expeaed to issue a final scfaedule 
wfaich may or may not be idenucal to tfae proposed scfaedule. Regardless of tfae final scheduimg order, 
there can be no assurance tfaat tfae STB wiU issue a final decision any sooner than the approximately 
16-montfa penod permined by law, or tfaat tfae decision, wfaen issued. wiU be favorable to tfae PropxKed 
Merger 

Certain Litigation. On NovemOer 15, 1996. Parent, Purchaser and a' Company shareholder 
(coUeaively, tfae "Plamtiffs") filed a Mouon for Leave to Supplement and Amend tfae Complamt -ji tfae 
hugauon (the "Pennsylvania Uugauon") brought by Plamtiffs agamst tfae Companv. its direaors and 
CSX (coUecuvely. tfae "Defendant..") m tfae Umted Sutes Distna Court for tfae Eastem Distna of 
Pennsylvania (tfae "Distna Court"). On December 5, 1996. Defendants consented to sucfa mouon. and 
Plamtiffs filed theu- Second /unended Complamt with tfae Distnct Court on December 12. 19%, In tfae 
Second .Amended ComplaiL-t. Plamtiffs updated tfae descnpuon of counts contamed in tfaeir earher 
complamts and added certam addiuonal aUegations of disclosure and fiduaary duty violations relatmg to 
such updated descnpuon of events. In particular, inter aim. ifae Second Amended Complamt mcluded 
aUegauons (i) concenung tfae coerave front-tnd loaded, rwo-ner structure of tfae Proposed CSX 
Transacuon (and tfae fundamental unfaimess tfaereof) and (ii) concerning matenal misrepresentations and 
omissions by Defendants m coimection wiifa tfae supplement to CSX's Offer to Purchase aiid with the 
Company Board's Schedule 14D-9 sutements relating to the Proposed CSX Transacuon and Parent's 
Offer and Proposed Merger. 

On November 19. 1996, tfae Distria Court issued an oral rulmg den ving Plaintiffs' mouon for 
preliminary mjunctrve rehef after two days of faeanngs. After the ruling, Plamtiffs asked the Distna Court 
for an mjuncuon pccdmg appeal which was demed. On the same date. Plamnffs filed an emcrgencv 
mouon for an mjunction pendmg appeal and a mouon seekmg an expedited appeal to tfae Umted Sutes 
Court of Appeals int tfae Third Cirout (tfae "Third Circmt"). On November 20. 1996. the Third Cu-cuit 
demed Plamuffs' mouon for an mjuncuon pendmg appeal 

OT November 21. 1996. Parent aimounced that, m view- of CSX's purchase of 19.9% of tfae Sfaares 
pursue nt to tfae CSX Offer, no purpose would be served by seekmg expedited review by tfae Third Circuit 
of tfae decision not to enjom the CS.X Offer WTule tae closmg of the CSX Offer has made the need for 
an expedited review uanecessa.'y. Parent contmues ;o pursue its appeal oc an unexpcdited basis, 
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On December 5. 1996. Defendants filed their Answer and Defenses to Plamtiffs' Second Amended 
Complamt, generaUy denvmg. and asserting vanous defenses to. tfae aUegauons con'amed *Jierein and 
requestmg judgment on aU clauns and an award of cosu. and attorneys fees. The Company and CSX aiso 
filed a Counterclain: to Plamtiffs' Second Amended Complamt (the "Counterclaim"), naming Plamuffs 
as counterclaim lefendants. aUegmg that David R, Goode and another execuuve officer of Parent are 
co-conspirators;aiders and a'cenors. and purrortmg to state 'he following claims: toruous mterference 
with cunent and prospecuve contraaual reiauonships. mtenuonal infiicuon of harm, unfair comjjeuuon 
and avil conspiracy- Further, the Counterclaim aUeges that Parent and certam of its executive officers 
have engaged m (i) dissemmanon of materiaJly faise and .misleadmg mformauon. (u) promouon of an 
Ulusory- tender offer, (m) pun-onedlv iniproper commencement of a lawsuit, iivi false and misleading 
souauuon of proxies for tfae upcommg Company shareholder vote and (vj efforts to manipulate tne 
market through uiJair. toruous condua. m viclauon of the federa' secunues laws. The Counterciami 
requests a jury tnal and an award of damages, puniuve damages, costs and attomeys fees. Parent beheves 
that the Counterdaim is without ment and mtends to defend it vigorously. 

On December 13. 1996. Plamuffs fileu i Mouon for Leave to FUe their Third Amended Complamt 
(the "Third Amended Complamt"), which was granted on December 17. 1996. and a Mouon for 
Prehmmary Injunction. The Third Amended Complamt withdrew two counts relatmg to tfae ongmaUy 
scfaeduled November 14. 1996 special meetmg of tfae Company's shareholders as moot, and added the 
foUowm? addiuonal claims: (i) that Defendants' suted mten'. on not to convene the special meetmg of the 
Companv's shareholders scfaeduled for December 23, 1996 consututes a breacfa of fiduaary duty-, (u) tfaat 
Defendants' suted mtenuon to successively postpone tfae vote of tfae Company s sfaareholders scheduled 
for December 23. 19% untU such shareholders submit to Defendants' wUl constitutes fraudulent and 
fundamentaUv nr̂ âir conduct (lii) that Secuon 5.1(b) of the CSX Merger Agreement, as amended, 
consututes a breach of fiduaary duty m roat it purports to delegate the Company direaors' fiduaa-y 
responsibihties relatmg to tfae processes of corporate democracy-, and, alternatively, tfaat Section 5.1(b) is 
vjid and ultra viresr. (iv) tfaat consummauon of tfae CSX Offer caused a "coatrol transacticn" to occur witfa 
respea to tfae Company pursuant to Subcfaapter 25E of the PBCL. tfaus obhgatmg tfae group consisting 
of CSX. tfae Companv direaors and certam execuuve officers of the Company to pay to eacfa demanding 
Company sfaarefaolder at least $110 cash per share, ind (v) that Defendants' pubhc sutements suggestmr̂  
tfaat tfae considerauon payable m tfae Proposed CSX Merger migfat be improved is misleadmg and 
consututes a violation of tfae federal secunues laws. 

On December IT. 19%. tfae Distna Court fa'.-ld a hearmg to consider Plaintiffs' Motion for a 
Prehminary Injuncnon, At tfae condusion of tfae faearmg. tfae Distna Court issued an order enjouung tfae 
Defendants trom faiUng to convene, andor fron- postponmg, and/or from adjounung tfae Pennsylvania 
Special .Meeung scheduled for Monday. Decemb>T 23. 19%. by reason of th,; Company or its nominees 
not having received suffident proxies to assure .ipproval of tfae proposal set fortfa m tfae Company's 
"Notice of Speaal Meeting of Sfaarefaolders' and m tfae Conpany's proxy matenals to "optout" of 
Subcfaapter E of Chapter 25 of the PBCL 

On December 19, 19%. the Dutna Court scheduled a hearing for January 9, 1997 to consider 
Plamoffs' ChaUenge of the legahty of the .No Negouauon Provision, as extended, and tfae issut of w'lether 
CSX now owns 20% of the Shares, and LS an "mterested sfaarefaolder", under Subcfaapter 25E, cf tfae 
PBCL. 

On December 20.19%. Plamoffs filed a .Motion for Leave to FUe tfaeir Fourth Amended Complaint 
(the "^ourth .Amended Complamt") The Fourth Amended Complamt would update tfae aUegauons 
contaiiied m their earher complamts and add the foUowmg addiuonal claims: (i) that the extended 
rwo-vear No Negouauon Provision m the Second Amendment consututes an abdicauon. by tfae Company 
direaors, of their fiduaary duues and's UlegaL ultra vires fundamentaUy unfair and constimtes a breach 
of those fiduaary duues: tu) that the extended two-vear No Negouauon Provision purports to restna tfae 
managerial discreuon of future Company direaors and thus violates Pennsylvama sututory law. the 
Companv s Bv-laws and .Artides of Incorporauon. and the Company direaors fiduciary- duues; and (iu) 
that •±e Companv faUed to disdose its number of Shares outstanding as of tfae record date for tfae 
Pennsylvama Speaal Meeting m violauon of tfae federal proxy- rules. 
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In addiuon. on December 20. 19%. Plaintiffs filed a Motion to Dismiss tfae Counterclaim for faUure 
to sute a daim pursuant to Rule 12(b) of tfae Federal Rules of CivU Procedure and an accompanymg 
bnef, 

IL MiscellaneotB, Parent md Purchaser have filed with the SEC amendments to the Scfaedule 
14D-1 together with exhibits, pursuant to Rule 14d-3 of the General Rules and Regulanons under the 
Exchange ACL fumishmg certam addiuonal infonnauon with respea to the Offer The Scfaedule 14D-1, 
and anv amendments tfaereto. mav be inspeaed at. and copies may be obtamed from, tfae same places and 
m tfae same manner as set fortfa m Secuon 8 of the Offer to Purchase (.except that they may not be 
avaUable at tfae regional offices of tfae SEC), 

ATLANTIC ACQLTSmON CORPORATION 

December 10, 19% 
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FicsunUe copies of tfae revised Letter of Transmittal or any Lener of Transmittal previouslv distnbuted 'ov 
Parent and Purchaser, properly completed and duly signed. wUl be accepted. Any such Letter' of Transmittal 
certificates for the Shares and anv other required documents should be sent by each shareholder of the Companv or 
his oroker, dealer, commercial bank, trust company or otiier nommee to the Depositary as foUows: 

The Deposuary for the Offer is: 

The Bank of New York 

By Mad.-
Tender &. Exchange Department 

RO, Box 11248 
Church Street Sunon 

New York, New York 10286-1248 

Bv Facsimile Transmission: 
(for EUgible InsUtuuons Onlv) 

(212) 815-6213 

By Hand or O'-ernignt Courier: 
Tender &. Exchimge Department 

101 Barclay Street 
Receive & Dehver Window 
.New York, .New York 10286 

For Information Telephone: 
(800) 507-9357 

Any quesuons or requests for assistance may be direaed to tfae Infonnanon Agent or tfae Dealer Managers at 
tfaeir respeaive telephone numbers and locauons Usted below. Additional copies of the Offer to Purcfaase the First 
Supplement, this Second Supplement, the revised Letter of Transmittal and the revised Notice of Guaranteed 
DeUvery may be obtamed from the Infonnauon Agent at its address and telephone numbers set fortia below. Holders 
of Shares may also conua their broker, dealer, commeraal bank or mist companv or other nommee for assistance 
concermng Uie Offer. 

The Informadon Agem for the Offer is: 

WaU Street Plaza 
New York. NT 10005 

Banks and Brokers CaU CoUecC (212) 440-9800 
A i Others CaU ToU-Free: (800) 223-2064 

The Dealer Managers for the Offer are: 

J.P. Morgan & Co. 
60 WaU Sureei 

MaU Stop 2860 

New York. .New Yori' 10260 

(800) 576-5070 (toU ff-^e) 

.Merrill L\Tich & Co. 
World Finanaal Center 

Nortfa Tower 

New York. .New York 10281-1305 

(212) 449-8211 (caU coUea; 
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Letter of Transmittal 
To Tender Shares of Common Stock and 

Series .\ ESOP Convertible Junior I^referred Stock 
(including, in each case, the assodated Common Stock Purchase Rights) 

of 

Conrail Inc. 
Pursuant to the Offer to Purchase, dated October 24, 1996 

as amended and supplemented by 
the Supplement, dated November 8, 1996. 

and the Second Supplement dated December 20, 1996 
by 

Atlantic Acquisition Corporation, 
a whoiiy r**Tied subsidiary 

of 
Norfolk Southem Corporation 

_ _ _ 1 

THE OFFER AND V\TTHDR.\W.\L RIGHTS WTLL EXPIRE .KT MIDMGHT. NTW > ORK CITY TIME. ' 
ON FTIID.W. JA.NX.^RY 10. 1997. LNXESS THE OFFER IS EXTENDED. 

The Depositary for the Offer is: 

THE BANK OF NEW YORK -
flv Mad By Facsimde Transmission- By Hand or Overrught Courier 

Tender <& Exchange Department tfor Eligible insututions Only) Tender Exchange Department 
PO Box'll24^' (212)815-6213 101 Barclay Stteet 

Churcn Street Suuoc Receive L DeUver Wmdow 
New York. New York 10286-1248 New Yort. New York 10286 

For Info'- ution Telephone: 
'(S(.. I 507-935-

DELHTRY OF THIS LETTER OF TR-ANSMrTTAL TO AN ADDRESS OTHER THA.N AS SET FORTH ABQNT OR 
TR.ANSMISSION OF INSTRLCnONS VTA FACSIMILE OX TELEX TR.ANSM1SSION OTHER THAJS AS 

SET FORTH ABOVE WOA. NOT CONSTnXTE A VALID DELIVTRY. YOL MLST SIGN 
THIS LETTER OF T R - A N S M I T T A L V , H E R E INDICATED BELOW AND COM­

PLETE THE SLBSTTTLTE FORM W.9 PROMDED BELOW. 

THE INSTRUCTIONS ACCOMP.AN'YTSG THIS LETTER OF TR.ANSMnT.\L 
SHOULD BE RE AD .\REFLLLY BEFORE THIS LETTER 

OF TRANSMTITAL IS C OMPLETED, 

This revised Lener of Transmittal or either of the Letters of TruisinittitJ pr«vioush delivered to shu-ebolderi is to be 
completed bv shareholders of Conraii Inc either if certificates evidendng Shares and/or Rights <each as defined belowi are 
to b« forwarded herewnh. or if deliven of Shares and/or Rights is to be made by book-entry niuisfer to the Depositary 's 
account at The Deposrtory Trusi Company or the Philadelphia Deposrtory Trust Company (each, a "Book-Entry Transfer 
Facihty" and coUecti>eh. the "Book-Entry Transfer FaciUties'") pursuant to the book-entry transfer procedure described in 
"Piocedures for Tendering Shares" of the Offer f °u.xhase as supplemented by the First Supplement and the Second 
Supplement leach as defined belo»i, Deh>ery of docmnents to a Book-Entry Transfer Facility in acconlance with such 
Book-Entry Transfer Facility's procedure* does not constitme dehvery to the Depositary. 
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Sharefaoiders who have previously validly teodereil Shares and/or Rights to sharefaoklen pursuam to the Offer osmg 
ertber of the Leners of Transmittal previonsty delivered to sharefaoklen or either of ttae Notices of Guaranteed Delivery 
previously delivered to sharetaolden aod who have not property withdrawn such Shares aod/or Rights have validly tendered 
sucfa Shares and/or Rigbts for tbe purposes of the Offer, as ai.nended. and need not take any further action. 

Unless the Rights are redeemed prior to the Expu-auon Date las defined m the Second Supplement) holders of Shares 
vull be required to tender one Right for each Share tendered to effea a vahd tender of such Share. Until tfae Distribution 
Date (as definec m tfae First Supplement i occurs, tfae Rights are represented by and transfened with tfae Sfaares. Accordingly, 
if the DistnbuDon Date does not occur pnor to the Expu-auon Date, a tender of Shares will constitute a tender of the 
assoaated Rights, Lf a Distribuuon Date has occurred and (i) Purchaser las de&ned below) has waived tfaat port on of tfae 
Riehts Condiuon (as defined m the Offer to Purchase) requinng tfaat a Distribution Date not have occurred and (ii) separate 
certificates ("Rights Certificates"1 have been distributed by the Company (as de&ned below) to faolders of Sfaares prior to tfae 
date of tender pursuant to tfae Offer to Purcfaase, Rights Certificates representmg a number of Rights equal to the number 
of Shares bemg tendered must be dehvered to tfae Depositary m order for such Shares to be vahdly tendered. If a Distribution 
Date has occurred and (i) Purchaser has waived any poruon of the Rights Condition (as defined in tfae Offer to Purcfaase) 
and (il) Rights Certificates have not been distributed pnor to the time Shari ̂  are tendered pursuant to tfae Offer to Purchase, 
a tender of Shares without Rights constitutes an agreement by tfae tendermg sfaarefaolder to dehver Rigfats Certificates 
representing a number of Rigfats equal to tfae number of Shares tendered pursuant to the Offer to the Depositary within three 
busmess days after the date Rigfats Certificates are distributed. Purcfaaser reserves tfae ngfat to require that it receive sucfa 
Rigfats Certificates pnor to accepting Sfaares for payment Payment for Shares tendered and purchased pursuant to the Offer 
to Purcfaase wil". be made only after timely receipt by me Depositary- of. among other things. Rigfats Certificates, if sucfa 
certificates have been distnbuied to holders of Shares, Purchaser will not pay any addiuonal considers'lon for tfae Rigfats 
tendered pursuant to tfae Offer to Purcfaase, 

Shareholders whose certificates for Shares and. if apphcable. Rights, are not anmediately available or who cannot dehver 
such certificates and all other documents required hereby to the Depositary prior to tfae Expirauon Date or who cannot 
complete the procedure for dehvery by book-entry ttansfer on a timely basis and who wish to tf,tidci tfaeir Sfaares and Rigfats 
must do so pursuant to tfae guaranteed delivery procedure descnbed m "Procedures for Tendering Shares" of the Offer to 
Purchase as supplemented by the First Supplement and the Second Supplement Sec Inrtruction 2. 

Z CHECK HERE IF TENDERED SH'JIES ARE BEEJG DELIVXRED BY BOOK-F-NTRY TRANSFER TO THE 
DEPOSITARY'S ACCOUNT AT ONE OF THE BOoK-ENTRY TRANSFER FAOLmES AND COMPLETE 
THE FOLLOWING: 

Name of Tendermg In-sntuuon. 

Check Box of .Apphcable Book-Entry Iransfer Fadhty: 
IZ Tbe Depository Trust Company 
Z Philadelphia Depository Tnoit Company 

.Accoimt Number — 

Transaction Code Number . 
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- CHECK HERE IF TE.NDERED RIGHTS ARE BEING DELFVERED BY BOOK-ENTRY TRANSFER TO THE 
DEPOSITARY^ ACCOLW AT ONE OF THE BOOK-ENTRY TRANSFER FAOLmES .\ND COMPLETE 
THE FOLLOWTSG: 

Name of Tendermg Institution: 

Check Box of Apphcable Book-Entry Transfer Facihty: 
L_ The Depository Tmst Company 
G Philadelpiiia Depository Trust Company 

Account Number 

Transaction Code Number 

n CHECK HERE IF TENDERED SHARES ARE BEING TENDERED FLTISUANT TO A NOTICE OF 
GUARANTEED DELIVERY PREVIOUSLY SENT TO THE DEPOSITARY AND COMPLETE THE FOLLOW-
ING: 

Name(s) of Registered Holder(s): 

"î mdow Ticket No. (if any): 

Date of Execution of Notice of Guaranteed Dehvery: 

.Name of Instimtion wfaicfa Guaranteed Dehvery: 

IfDehvered by Book-Entry Transfer, Cfaeck Kox of Book-Entry Transfer Facihty: 
The Depository Trust Company 
Philadelphia Depositoi7 Trust Company 

iccount Number 

Transacuon Code Number 

• CHECK HERE IF TENDERED RIGHTS ARE BEING TENDERED PURSUANT TO A NOnCE OF GUAR-
A.NTEED DELFVERY PREVIOUSLY SENT TO THE DEPOSITARY AND COMPLETE THE FOLLOWING: 

Name(s) of Registered Holdei(s): 

Window Ticket No. (if ary): 

Date of Execuuon of Notice of Guaranteed Dehvery: 

Name of Insumtion wfaicfa Guaranteed Dehverv: 

If J)ehvered by Book-Entry Transfer. Check Box of Book-Entry Transfer Facihty: 
_ The Depository Trust Cx)ro,pany 
_ Philadelphia Depositorv Trust Company 

Account Num.ber 

Transacuon Code Number 
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DESCRIPTION OF SHARES TENDERED 

N«i»e(si amd Aiirtaua) o( Ktfattned HoldCTtt) 
iPteaK fiD m. if btnfc) 

Shsre Cotifie»te<»i Tendered 
(Attack Additioui Lot d Neccnarri 

Certi&catt 
Nunbcrfsl* 

Total NoatbcT ot 

B» Certiticateis) 

Namber of 
Shares 

Teadered** 

: 

! 

1 ! 

Toui Shires 

1 ^ T J ^ Z ^ ' ^ ^ ^ T : ^ ^ ^ ^ ^ " ^ ^ ^ ^ ^ .0 O .pc .1^ a . • . r ^ . r ^ Se. ^ . ^ o n . 1 

D E S C R I P T I O N O F R I G H T S T E N D E R E D 

NMeoi u d AjUttm(t%) of Ktfttantl Hotdert*) 
rPleav Gli m. if bteBk) (AD 

Ricto Cernficiteiil Teadend 
mi Addawaal Lat if Stcatmrt)' 

CeftrtifHf 
NuBbent)** 

Total Noiniwr of 
Rokts KcpKMoned 

BT Ccrti&cstcO) 

Namber of 
Rifbts 

Te^ered— 

I-
Toul Rigbts 

~ ~Z „ „ ^ - , „ Hv i«Mraie Rizhts CcraSxues. providecl the cenificaie numben of such Rights Cerahcaio. 

^ r c h ^ m r i r S e ^ r S ^ sepaxâ cenihcatcs :o subnn: an aodiucn^ Uuer of Tr^smitul if 

Riaha Ceran.̂ tes irc distnbuie<l-

^ t s ° r ^ " ^ ^ - ^ T : ^ ' ° * ^ ^ - ^P-urv. are^..n.ere^See,nstrucuon4 

The names and aadresses of the registered holders snould be pnnted. if not already prmted -^^";-;"!^^^^^>^ ' ^ ^ L 
on the certificates represenung Shares andor Rights tendered hereby, THe certihcates ano nurtioer of Shares andor Rights 
tnat the undersigned wishes to tender should t>c mdicated m the appropnate boxes. 
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NOTE; SIGNATURES MUST BE PROVIDED BELOW. 
PLEASE RE AD THE INSTRUCHONS SET FORTH IN THIS LETTER OF TRA-NSMTFTAL CAREFULLY 

Ladies and Gentlemen; 

The undersigned hereby tenders; to Atlantic Acquisition Corrxirauon. a Pennsvivania corporation c P-archaser-) and a 
whoDy owned subsidiary of Norfolk Southem Corporanon. a Vtrgmia corporation, the above aescnbed stares of common 
stock, par value Sl.OO per share (the "Common Shares ';, or shares of Senes A ESOP Converubie Junior Prefen^ Stock 
uithout par value ithe "ESOP Preferred Shares" and. together with the Common Shares, the "Shares") of ConraJ Inc a 
Pennsylvama corporauon (the "Company"), mciudmg. m each case, the associated Common Stock Purcnase Riehts (Uie 
"Rights") issued pursuant to the Rights Agreement, datea as of July 19, 1989. as amended, between the Companv and First 
Chicaeo Tmst Company of New York, as Rights .A.gent (the "Rights Agreement"), pursuant to P.irchasers offer to purchase 
ail outstandmg snares, mdudmg. m each case, tfae assoaated Rights, at a pnce of $110 per Share, net to the seller m cash, 
upon the terms and subject to the condiuons set forth m tfae Offer to Purchase, dated Oaober 24 '9% (the "Offer 'o 
Purcfaase"), tfae Supplement to tfae Offer to Purcfaase. dated .November 8. 19% (tfae "F,rst Suppiemeni ') and the Second 
Supplement to tfae Offer to Purchase, dated December 20. 2996 (the "Second Si-ppiement"). receipt of which i^ '•e-ebv 
acknowledged, and in this revised Letter of Transmittal (wfaicfa. as amended fom ume to time, together consutute-Jie 
"Offer") Lnless tfae context requires otherwise, all references herem to the Common Shares. ESOP Preferred Shares or 
Shares shall mclude the assoaated Rights, and all references to the Rights shail mclude ail benefits that mav mure to the 
holders of the Rigfats pursuant to tfae Rigfats .\greement. 

The undersigned understands that Purchaser reserves the nght to transfer or a.«ign. m whole at anv ume or m pan from 
ume to ume. to one or more of its affihates, the ngfat to purchase all or anv pomon of the Shares ando- Rights tendered 
pursuant to the Offer, but any such transfer or assignment »ill not reheve Purchaser of its obhgauons under me Offer and 
»-ill m no way prejudice the nghts of tendenng shareholders to receive pavment for Shares vahdlv tendered and accepted for 
payment pursuant to the Offer 

Subject to. and effective upon, acceptance for payment of the Shares and Rights tendered herewith, m accordance wiih 
the tenns ot the Offer (mciudmg, if the Offer is extended or amended, tfae terms and condiuons of anv such extension or 
amendment), the undersigned hereby sells, assigns and o f f e r s to, or upon the order of. Purchaser all nght uUe and mte'est 
m and to aii the Shares anc Rights that are b<-mg tendered hereby (and anv and all non-cash dividends, dismbuuons nghts 
other Shares or other secunues Ls.sued or issuaNt m respea thereof or declared, paid or distnbuted m respea of such Shares 
on or after Oaober 24. 1996 (collectively. "Distributions")), and irrevocably appomts tfae Depositary tfae true and lawful 
agent and attomey-m-faa of tfae undersigned wiifa respect to sucfa Sfaares. Rigfats and all Distnbunons. uitfa full powe- of 
subsutuuon (such power of attorney bemg deemed to be an in-evocable power coupled with an mterest) to (n aehver 
certificates for such Shares (mdividually, a "Share Certificate"). Rights and all Distnbuuons. or ttansfer r(>.Tiership of such 
Shares, Rights and all Dismbuuons on the account books mamtamed by a Book-EnOT Transfer Faahrv. together, m eitner 
case, with all accompanying evidence of ttansfer and authenuaty to. or upon tfae order of Purchaser, (uj present such Shares 
Rights and ali Dismbuuons for ttansfer on the books of the Company and (ui) receive ail benefits and otherwise exerose all 
nghts of benefiaal ownership of such Shares, Rigfats and ail Distribuuons. ail m accordance with tfae terms of the Offer 

Ii , on or after Oaober 24. 19%. tfae Company sfaould declare or pay any cash or stock dividend or otfaer dismbuuon on 
.other than regular quanerly cash dividends), or issue any nghts (other than the Rigfats), or make anv dismbuuon with 
respea to, the Shares that is payable or distribuuble to shareholdets of record on a date pnor to the ttansfe^ to tfae name 
of Purchaser or its nommee or ttansferee on the Company's stock ttansfer records of the Shares accepted for payment 
pursuaat to the Offer, tfaea subjea to the provisions of Secnon 13 of \he Offer to Purcfaase, (i) tfae purchase pnce per Share 
payable by Pjrchaser pursuant to 'he Offer will be reduced bv tfae amouit of anv such casb dividend or cash dismbuuon .nd 
(lii anv sucfa ncn-cash dividend, distnbuuon or ngfat io be received by tfae tendenng sfaarefaolder will be received and held 
by such tendennk, sfaarefaolder for the account of Purchaser and wiU k« required to be remmed promptlv and ttansfened by 
eacfa such tendenng shareholder to the Depositary for the acxunt of F-urchaser. accompamed bv appropriate documentauon 
ot ttansfer. Peniie such remittance. Purcfaase: will be enutled to all .ights ani pnvileges as owner of anv such non-cash 
dividend, distnbuuon or nght and may withhold the enure purchase pnce aedua from the purchase pnce the amount of 
value thereof, as detemimed by Purchaser m its sole discreuon. 

Bv execuune th'.s Letter of Transmittal, the undersigned ttrevocably appomts David R. Goode. James C. Bishop. Jr. and 
Hen.'y C. V^olf as proxies of tne -jncersizned, eacn with full power of subsutuuon. to the full extent of the undersiened s nehts 
with respea to tfae Snares and Rights tendered by 'he urdersigned and accepted for payment by Purcfaaser (and"any and aii 
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Dismbuuons) Ail sucfa proxies sfaall be considered coupled witfa an mterest m tfae tenaered Shares and Rigfats. This 
anDc;manen: will be effecuve if. wfaen. and onlv to the extent -Jiat. Purchaser accepts such Shares and Rights for pavment 
ouTMiant to the Offer, Upon such acceptance for payment, all pnor proxies giver oy the unaersigned with respea ;ch 
Shares Riehts Dismbutions and otfaer secunues will, witfaout f'jrtfaer acuon. be revoked, and no suosequent proxies r... ; 
Tiven The'indiMduals named above as proxies will, with respect to the Shares. Rights. Dismbuuons and other secun"̂  r 
which the atJt<>mnnent is effecuve. be empowered (subject to the tenns of the Voung Tmst Agreement (as defined m tne 
Offer to Purchase) so long as it shall be m effea with respec to the Shareŝ  to exerase all voung and other ngnts of the 
•ndersiened as thev m their sole discreuon mav deem proper at any annual, speaal. adjounied or postponed meeung of the 
Slnanv-s sharehclders. bv wntten consent or otherwise, and Purchaser reserves the nght to require that, in order tor 
ih^es Riehts Dismbuuons or other secunues to be deemed vahdlv tendered, mimediately upon Purchasers acceptance .or 
payment of such Shares and Rights, Purchaser or Purchasers designee must be able to exerase full voung nghts with respea 
to such Shares and Rights, 

The undersigned herebv represents and warrants 'iiat the undersigned has ftill power and authonty to tender. seU. assipi 
and ttansfer the Shares and Rights tendered hereby and all Dismbuuons. that the undersigned own(s) the Shares and Rigfats 
^^der^nereL and that, whefsucfa Sfaare.s and Rigfats are accepted for pavment bv Purchaser. Purchaser will acqmre good 
iLke^b ie i d unenomibered utle thereto and to all Dismbuuons, free and clear of all hens, resmoions. charges and 
e^i^branc^, and that none of such Shares, Rights and Dismbuuons will 'oe subjea to anv adverse clami, m >^den^=^-
ap^equest. shail execute and dehver . idiuonal doamients deemed bv tne Depositary or Purchaser o be necessary or 
dSrable"^complete the sale assigmnent and ttansfer of the Shares and Rigfats tendered nereby and all D^moutions, In 
a d S " ± e r d e r ? g n e d s t l l remiTSd ttansfer prompdy to tfae Depositarv for tfae account of Purchaser all Dtsmbuuons 
m respea of tfae Shares and Righu tendered hereby, accompamed bv appropnate doaimenuuon of ttansfer and. pendmg 
f u i ^ t ^ c e ana ttansfer or Ippropnate assurance thereof. Purchaser shall be enuUed to ah nghts and ptivUeges as owner 
S eac^Tu^DismbuDon and ma^ wihfaold tfae enure purchase pnce of the Shares and Rights tendered hereby or dedua 
from such purchase pnce, the amount or value of such Dis-iounon as detenmned by P-,:rchaser m its sole discreuon. 

No autfaont>- faerein o^nferred cr agreed to be confened sfaall be affeaed by. and all sucfa autfaonty shall survive, the 
death or mcapaatv of the undersigned. All obhgauons of the undersigned hereunder shah be nmdmg upon the faein^ 
exSuton t>ersonal and legal reprt.<enuuves. admmisttators. ttustees m bankruptcy, successors and assigns of the 
unS^^S'ec E T C ^ I as suted m the Of^er to Purchase, tms tender inevcxable. provided rfaat Sfaares and Rigfats tendered 
punuant to tfae ofier may be witfadrawn at any ume pnor to tfaeir acceptance for pavment 

The undersi-.ed understands that tenders of Shares and R-ghts pursuant to any one of the procedures descnbed m 
• ProS^ur^ foTTenaeme Shares" of the Offer to Purchase, the First Supplement and the Second Supplement and m the 
Ins^cuoiJ faereto wi^ consutute the undersigned's acceptance of the tenns and condiuons of the Off er. Purchaser s 
acS^Sic^for p^ men^o" hares and Rights tendered pursuant to tfae Offer will consutute a bmdmg agreement between ± e 
^ e S T e d ^ d X S a s e ^ u,..n tfae tenns and subjea to tfae condiuons of tfae Offer THe undersigned rea>gmzes tfaat under 

S ^ u S L set font m tfae Offer to Purcfaase, Purcfaaser mav not be required to accept for pavment any of the 
Shares ana Rights tendered hereby. 

Unless othei^ise mdicated faerem m tfae box enutled "Speaal Payment Insttuoions." please issue tfae cfaeck for tfae 
Lnle« omei^ise m o i ^ ceruficates evidenang Sfaares or Fugfats not tendered or accepted for payment, m tfae 

' S e . T o T e "^s t r S i r i d " s a ^ g above under "Descnpuon of Shares Tendered." Smnlarly. unless otherwise 
;:.T^.e^ m^ie bo^ enured "Speoal Ddrverv Insttuoions. ' please mail the cfaeck for the purchase pnce andor return any 
.ndica.ed IT Jie box enuuea tendered or accepted for payment .and accompanying doaimenis. as 
cemficates / J ^ " o° the Si^te^ed holders) appearm,. above under "Descnpuon of Shares Tendered." In the 

?a^:nTlnsrr . . .ons-Zd "S^^ecal Dehvery Insmioions" are both completed, please 
« ! r t t -Sck^or me purd iasTp^ andor ret-om anv cemficates for b hares or Rights not purcnased or not tendered or 
Lssue the neck .or P ' ^ ^ ^ P ^ ^ ^^. t ^^^^^ ^^,or r.-.-m such cemficates to. the person(s) so mdicated, 
S ' ^ t h ^ r ^ r ^ d ^ c ^ t he^m m m e t x eSiSd "Speoai Pavment insmioions," please aedit anv Sfaares or Rigfats 
Lnless otfaerwise ";'^=J"^^J'"^^ book-enttv ttansfer. but which are not purchased, by aediung the account at tne 
B ̂ ' ^ E n ans^ 'paS d t i S a t ^ ^ ^ ^ undersigned recognizes tfaat Purchaser has no obhgauon. pursuant to the 
ŝ Tĉ a Pa^men St:^cJ;ons. to tt'Lsfer anv Shai.s or Rights from '±e name of tfae registered holaer(s) thereof if Purcnaser 
does not accept for paymem any of the Shares or Rights tendered hereby. 
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SPECIAL PAYMENT ESSTRUCTIO.NS 
(See Instructions L 5, 6 and 7 of this 

Letter of TransmittaJ) 

To b" completed ONXY if certificates for Sfaares 
andor Rights not tendered or not purchased andor the 
check for the purchase pnce of Sfaares andor Rights 
purchased are to be issued m tfae name of someone otfaer 
than tfae undersigned, or if Sfaares and'or Rigfats deUv­
ered by Dook-cntry ttansfer which are not purchased are 
to be returned by credit to an accoimt mamtamed at a 
Book-Entry- Transfer Facihty- otfaer tfaan tfaat designated 
above. 

Issue check andor certificates to: 

Name 
(Please Print) 

Address 
(Indodc Zip Code) 

(Taxpayer IdentificatioD or SociaJ Security Namber) 
(Aiso Complete Snbstttnte Fonn W-9 below) 

i _ Credit unpurchased Sfaares andor Rigfats deiiv-
ered by book-entry ttansfer to tfae Book-Entry 
Transfer Facihty account set fortfa below: 

Check appropnate box; 
__ The Depository Trust Company 
_ Philadelpfaia Depository Trust Company 

.Accoont .Numlicr 

SPECLU. DELFVERY DESTRUCTIONS 
(See Instmctions L 5, 6 and 7 of this 

Letter of Transmittai) 

To be completed ONTY if certificates for Sfaares 
andor Rigfats not tendered or not purcnased andor tfae 
cfaeck for the purchase pnce of Sha-es andor Rights 
purcha»ed are to be sent to someone otfaer tfaan "tfae 
undersigned, or to tfae undersigned at an address otfaer 
tfaan tfaat sfaown above. 

.Mail check andor certificates to: 

Name 
(Please Prim> 

Address 
(Inchide Zip Code) 
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SIGN HERE 
(Complete Sobstitute Form W-9 on Reverse) 

~ ' (Signatoreis) of Molder(s)) 

Dated . 199 
(Must be signed bv registered faolder(s) exaaly as name(s) appear(s) on Common or ESOP Prefened stock 

cenificate(s) or o^a seooritv position hsmig or by person(s) autfaonzed to become registered faolder(s) by ztit^c^x^a^d 
doamients ttansmitted faerewith If signamre is by ttustees. exeaitors. admmisttators, guardians, f ' ° f 
of corporauons or otfaers aomg in a fiduaary or represenutive capaaty, please provide tfae foUowmg mformauon. See 
Instmction 5 of this Letter of TransimttaL) 
Name(s) —• 

(Please Print) 

Capacity (full title) 

Address 
(Indndc Zip Code) 

Area Code and Telepbone Number 

Tax Identification or Sodal Secunty No 
(Complete Snbstitiite Fonn W-9 on Revene) 

GUARANTEE OF SIGNATURE(S) 
(Sec InstmctioB 1 and s of this Letter of TVaiismittal) 

Autfaorized Signature 

Name . 
(Plc»c Pm.*> 

Title . 

Name of Firm 

Address 
(Indndc Zip Code) 

Area Code and Teiepfaone Number 

Dated: . 199 
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INSTRUCTIONS 

Forming Pan of the Terms and Conditions of the Offer 

1 Guarantee of Signatures. Except as otherwise provided oelow. all signatures on this Letter of Transmittai must be 
guaranteed bv a tmn wfaicfa is a oank. broker, dealer, credit union, savings assoaauon. or otfaer enutv tfaat is a memoer m eood 
stanamg of tie Secunues Transfer Agents Medaihon Program (eacfa. an "Ehgible Inst-tuuon") No sigr.ature guarantee is 
required on this Letter of Transmittal (a) if tfais Letter o: Transmittal is signed bv tfae registered holder(s. (which term 'or 
pu.-poses of this dooiment. shall mciude any paraapant m a Book-Entty Transfer Faohtv whose rame appears on a slxuntv 
posiuon hsung as the owner of Shares or Rights) of Shares andor Rights tendered hereviti. umess such hoider(s) faas 
completed eitfaer tfae box enutled "Speaai Deliverv Insttuoions" or tfae box enuUed "Speaal Pavment Insttuoions" on tfae 
reverse hereof, or (b) if such Shares or Rights are tendered for tfae account of an Ehgible Insutuuon See Insttuoion 5 U 
u certmcate evidenang Shares ind'ot Rights ,a "Cemficate") is registered in tne name of a person other tv<an the signer o' 
tms Letter of Transmitui. or if pavment is to be made, or a Certificate not accepted for pavment o, not tendered is 'o be' 
returned to a person other than the registered holder(s). then the Cemficate must be endorsed or accompamed bv 
appropnate stock powers, m either case signed exaaly as tfae name(ŝ  of the registered holder(s) appear(5) on the Cemficate 
with tfae signature(s; on sucfa Cemficate or stock powers guaranteed as descnbed above. See Insmicuon .5 

:. DeUvery of Letter of Transmmal and Share Certificates. This Letter of Transmittal is to be used eitfaer if Cemficates 
are to be forwarded faerewitfa or if Shares andor Rigfats are -.o be dehvered bv book-enttv ttansfer pursuant to tfae procedure 
set forth m "Procedures for Tendenng Sfaares" of tfae Offer to Purcfaase. Cemficates evidenang ail tenderec Sfaares and'or 
Righu,. or ojnfinnauon of a tx>ok-entt̂  ttansfer of such Sfaares andor Rights, such procedure is available mto the 
Deposiury's account at one of the Book-Enttv Transfer Facdiues pursuant to the procedures set fortfa m "Procedures for 
Tendenng Shares" of the Offer to Purchase, together with i properiy completed and dulv exeaited Letter of Transmittal (or 
facsimile thereoO with anv r̂  w e d signature guarantê .̂  ,or, m the case of a book-e^tt^• ttansfer an Agent's Messaee as 
defined below) and any otfaer doaiments required by -Jus Letter of Transmittal, must be received bv tfae beposiur>- a't one 
of Its addresses set fonh on the reverse hereof pno' to the Eitpttauon Date (as dehned m the Supplement) If Cemficates 
are forwarded to the Depositarv m muluple dehvenes. a properly completed and dulv executed Letter of Transmittal must 
aocoinpany eacfa sucfa dehverv. Shareholders whose Certificates are not immediatelv available, who cannot deliver their 
Cemficates and all otfaer required doaiments to the Deposiury pnor to tfae Expirauon Date or who cannot complete the 
procedure .or aehverv bv book-entty- ttansfer on a umelv basis may tender their Shares or Rigfats pursuant to tne guaranteed 
dehvery procedure descnbed m "Procedures for Tendenng Sfaares" of tfae Offer to Purcnase. Pursuant to sucfa procedure (i) 
such tenaer must be made by or through an Eugible Instituuon: (u) a properlv completed and dulv executed Nouce of 
Guaranteed Dehvery-, substanually m the fonn provided by Purchaser, must be receiv-d bv the Depositary pnor to the 
Expiration Date; and (m) m uie case of a guarantee of Shares or Rights, the Cemficates. m proper fona for ttansfer o- a 
connnnauon of a booic^nttv ttansfer cf such Shares or Rights, if such procedur.- is available, mto the Depositarv s account 
at one of the Book-Entty- Transfer Faahues. together with a properly completed and dulv exeaited Letter of Transmittai (or 
manuallv signed facsuniie tfaereof) with any required signamre guarantees (or. m tfae case of a book-enttv ttansfer an Agent's 
Message), and any other aocuments required bv tfais Letter of Transmittal, must t)e received bv tfae Depositarv witfam tfaree 
Sew \ork Stocit Lxcnanf e. Inc, ttading days after tfae date of execuuon of the Nouce of Guaranteed Dehverv all as descnbed 
in "Procedures for Tendenng Sh.̂ es" of tfae Offer to Purcfaase as supplemented bv tfae Supplement The tenn "Agent's 
Message means a message, tr jismitted bv a Book-Entty Transfer Faahtv to, and received bv tfae Depositarv and f o ^ g 
a pan 01 a BooK-Entty Confinnauon. wfaicfa sutes tnat sucfa Book-Entt^ Transfer Faohtv- faas received an express 
acKEowiedgment ttom tfae pamapant in such Book-Enttv Transfer Facihtv tendenng tfae Shares or Rights that such 
paniapant has received and agrees to be bound by the tenns of this Letter of Transmitta' and mat Purcfaaser mav enforce 
sucfa agreement agamst the pamapant 

The method of delivery of this Uner of Transmittal Certificates and ail other required doamients. mdndins deliverv 
thro'igh any Book-Entry Transfer Fadlity, is at the sole option and risk of the tendering sharetaoldec and the deliverv will 
be deemed made onJv when aoualiy receh'cd by the Depositary. If deliverv is bv mail registered mail with return niceipt 
requested, properiy msured. is recommended. In all cases. sufBcient time should be allowed to ensure timely delivery. 

No aitemauve. condiuonai or con'.meePt tenders wii. be accepted and no iracuona. Shares or Rigfats will be purchased 
Bv execuuon of this Letter o: T.-anstn;ital (or a iz^miie hereof), ail tendenng sharefaoiders waive anv neht to receive anv 
nouce of tfae acceptance of tfaeir Shares or lights for pavment. ' " ' ' 
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3 IrMeauaie Space If the space provided herem under "Descnpuon of Shares Teadered" is mader.iiate. the 
Cemficate n-umoers. tfae number of Sfaares or Rights evidenced bv sucfa Cemficates and the n-umber of Shares or Rigflts 
-ndered should be hsted on a separate scfaedule and attached hereto 

4 Panuu Tenders. (Not app'icable to sharefaoiders who tender by book-entty ttansfer.) If fewer than all the Shares 
R.Phts evid'nced bv anv Cemficate dehvered to the Depositarv herewitfa are to 'oe tendered nerebv. fill m tfae number of 

LlreZat Riehts wfaicfa are to b̂  tendered m tfae box enutled "Number of Snares Tendered." In sucfa cases, new a^jficatei s i 
f̂n ênone Te -emamder of tfae Shares or Riehu> tfaat were evidenced bv tfae Cemficates dehverec to the De;x«ita.'y-

hZev t̂h will be >ent to the person( s) sienmg this Lener of Transmitui. unless otherwise provided m the box enutl«^ "Speaai 
nJi v̂ Ĵ  Stmoions," as soon as praoicabie after the expirauon or temunauon of the Offei. ,M1 Shares or Rights evidenced 
bv Ceruficates dehvered to tfae Depositary will be deemed to faave been tendered unless otfaerwise mdia".ted, 

5 Signatures on Letter of Transmmal: Stock Powers and Endorsements. If tfais Letter of Transm.cUi is signed by tiie 
remtered bolder(s) of tfae Shares or Riehts tendered herebv -he signature(s) must conespond with the name(s) as wnnen 
on Oie face of the Cemficates evidenang sucfa Shares or Rigfats without alterauon. enlargemenv or any otfaer cnange 
whatsoever. 

If anv Shares or Rights tendered hereby is owned of record by two or more persons, all sucfa persons must sign tfais Letter 

of Transmittal, 
U anv cf tfae Sfaares or Rigfats tendered faerebv are registerec m the names of different holders, ;t will be necessary to 

complete.'sign and submit as manv separate Leners of Transrmttal as there are different registtauons of such cemficates. 

If this Letter of Transrmttal is signed bv tfae registered faolder(s) of the shares or Rigfats tendered hereby, no 
endorsements of Certificates or separate stock powers are -equired. unless paya.mt is to be tnade to. or Certificate 
evidenang Sfaares or Rigfats not tendered or not purcfaased are to be issued m tfae name of, a t --son cmer tfaan tfae registered 
holder(s) in wfaicfa case, tfae Certificate(s) evidenang tfae Sfaares or Rigfats tendered herebv must be endorseo or 
a^mpamed bv appropnate stock powers, m either case signed exaolv as the nameis, of the -egistered holder(s)appear(s) 
on sucfa Cemficatefs), Signatures on sucfa Certificate(s) and stock powers must be guaranteed by an Eugible Insutuuon. 

If ifais Uner of Transmitui is signed bv a person otfaer tfaan tfae registered nolder(s) of tfae Sfaares or Rigfats tendered 
herebv tfae Sfaare or Rigfats Cemficate(s; evidenang tfae Sfaares or Rigfats tendered faereby must be endorsed or accompamed 

appropnate stock pSvers. m eitfaer case signed exaolv as tfae name(s) of tfae repstered hoider(si appear(s) on sucfa 
Certificaic(s). Signatures on sucfa Cemficate(s) and stock powers must be guaranteed by an Ehgible Insutuuon. 

If this Utter of Transmittal or anv 0.rtificate(s) or stock power is signed bv a ttiistee. exeaiior. admmisttator, guardian 
anomev.m-faa. officer of a corporauon or other person aomg in a fiduaary or represenuuve capaaty. such P ^ ^ l ^ ° ^ ^ 
so mTcate wnen sigmng. and proper evidence sausfaaory to Purchaser of such person̂  autfaonty so to aa must oe submined, 

6 Stock Transfer Taxes. Except as otfaerwise provided m tfais InsmoOion 6, Purcfaaser will pay all stock ttansfer taxes 
with resT^̂  to r ^ L e and ttansfer of any Shares or Rigfats u. it or its order pursi^t to tfae Offer If. faowever, pavment o 
Se D i S e pnce of anv Shares ot Rigfats purchased is to be made to. or Cemficaie(s) evidenang Shr-̂ es or Rights not 
t J Z T n l ^ 7 u T c h ^ are to be issu^ m me name of. a person otfaer tfaan tfae registered faolder.s) tfae amount of any 
l J "^^ le ' t !^ iv^hc the i imposed on the registered holder(s). sucfa otfaer person or otfaerwise) payable on account of tfae 
: ' ^ t : ' T . l ^ o ^ c i person wTbe deduaed from tfae purcfaase pnce cf sucfa Shares or Rigfats purcfaased. umess evidence 
s"auslaaorv tc Purcfaaser of tfae payment of sucfa taxes, or exempuon tfaerefrom, is submitted. 

Except as provided in this Instroction 6, it will not be necessary for transfer tax stamps to be affixed to the Ceitifiaiteis) 

evidencing Uje shares tendered hereby 
- u Pavment and DeUvery Insimaions, If a check for tfae purcfaase pnce of any Sfaares or Rigb'̂  tendered 

Herebv is t^S' i iueTor Certificate(s) evidenang Sfaares or Rigfats not tendered or not purcnased are to be^ued. in tne 
hereby is to be issuea O", ^ ^ n . s ) sizmne this Utter of Transmitui or if such cneck or anv ,uch Cemficate is to be 
name of a person othe f ^ . ' ^ L e t t e r of Tr^mi tu l or to tfae per>on(s) sigmng tfais Utter of 
S ^ t ^ S u t ^ a t ^ adSS o t ^ e f t ^ i tLat s?^m m me box enutled "Descnpuon of Shares Tendered.'' the appropnate 
T.ansimtta. but at an ^ac^"* ̂  completed Sfaares or R&hts t-̂ ndered hereby by book-entty- ttansier may request 
rK^xesor̂ tnisUner ofTransm^^^^^ account mamumed at a Book-Enttv Transfer Faahtv as such 
•„-.at shares or R ^ f " P^^^^"^ ..̂  p^,^^^ Insttuoions" on the reverse hereof, U no such msm.oions 
s=.-.noiaer mav desi^at^ ^^^^^^^^ 'Jf^ ,^ , .̂ e acco-̂ t at the Boo.-Entty Tranter 

prjtVdestated on"^" r^Jv^.f hereof âs the accent from w^ch sucfa Sfaares or I^gfa. were deuvered 
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8, Requests for .Assismnce or Addmonal Copies. Requests for assistance may be direaed to tfae Infonnauon At^nt or 
tfae Dealer Managers at tfaeu- respecuve addressee oi iciepuone numbers set fortfa below. Additional copies of tfae Offer 'o 
Purchase, the t i is i Supplement, tfae Second Supplement, this Uner of Transmitui, the revised Nonce of Guaranteed 
Dehvery and the GuideUnes for Cemfication of Taxpayer Identificauon Number o- Substitute Form W-9 may be obtamed 
from tfae Imonnauon Agent or tfae Deaî 'r .Managers or fi-om brokers, dealers, commeraal banks or trust compames, 

9 Substitute Form W-9 Eacfa tendenng sharefaoider is required to provide tfae Depositarwitfa a conea Taxpave' 
Idcnuficauon Num'oer ("TTN") on tfae Subsnmte Form W-9 wfaicfa is provided under "hnponant Tax informauon" below and 
to certify, under j.enajnes of penury, tfaat sucfa lumber is conea and tfaat sucfa sfaarefaolder is not subjea to backup 
withholdmg of federal mcome tax If a tendenng sfaarefaolder has been noufied bv the Intemal Revenue Senice tfaat sucfa 
shareholder is subjea to backup witfafaoldmg. sucfa sfaareho'jer must cross out item (2) of tfae Ceruficauon box of tfae 
Subsutute Fonn W-9. unless sucfa sfaarefaolder faas smce been noufied by tfae Internal Revenue Service tfaat sucfa shareholder 
is no longer subjea to backup witfafaoldmg. Failure to provide tfae infonnauon on tfae Subsutute Form W-9 may subjea tfae 
tendenng sfaarefaolder to 31 % federal mcome tax withholdmg on tfae payment of tfae purcfaase pnce of all Shares or Rigfats 
purcfaased from such sfaarefaolder If tfae tendenng shareholder has not Deen issued a TIN and has apphed for one or mtends 
to apply for one m the near fumre. sucfa sfaarefaolder sfaould wnte ".A.pphed For" m the space provided for me TIN m Part 
I of tfae Subsumte Fonn W-9, and sign and date tfae Subsutute Fonn W-9 If "Apphed For" is wnnen m Pan I and tfae 
Depositarv- is aot provided witfa a TTN witfam 60 days, tfae Depositary will witfafaold 31* on all pavments of tfae purcfaase pnce 
to sucfa sfaarefaolder until a TIN is provided to tfae Depositarv, 

10, Ust. Destroyed or Stolen Certificates. If any cxmficateis) represenung Sfaares o: Rigfats faas been iost, desttoyed 
or stolen, tfae sfaarefaolder sfaould prompUy notify tfae Depositary, The sfaarefaolder wiIJ tfae- be insmiaed as to tfae steps tfaat 
m'lst be taken m order to replace tfae cemficate(s). This Uner of Transmittal and related documents cannot be procejsed 
unul tfae procedures for replacmg lost or desttoyed certificctes faave been fulowed, 

IMPORTANT: This Letter of TransmhtaJ (or bcsimile hereof), propt'ly completed and duiv executed, with unv 
required signature f;aarantee&. or an Af>ent̂  Message (together with share certit cates or confirmation of book-entry trans,'er 
and all odier required docameufs* or a properiy completed and duly execntet Notice of Goanmecd Delivery most le 
received by tiie Depositary prior to die Expiration Date (as cî fincd in the Second Sopplenicnt). 

IMPORTANT TAX CSTORMATION 

Under tfae federal mcome tax law. a sfaarefaolder wfaose tendered Sfaares or Rigfats are accepted for pavment is reouiret' 
by law to provide the Depositary (as payer) witfa sucfa sfaarefaolder's conea TIN on Substitute Form W-9 below li sud: 
sfaarefaolder is an mdividual. tfae TTN is sucfa sfaarefaolder's soaal seamty number If tfae Depositarv is not provided witfa C.e 
conea TIN', tfae sfaarefaolder may be subj««t to a $50 penalty miposed by tfae Intemal Revenue Service, In addiuon. payments 
tfaat are made to such snarefaolder witfa respea to Sfaares or Rigfats purcfaased pursuant to tfae Offer mav be subjea tc backup 
withholdmg of 31 ' ^ 

Cenam sfaarefaolders (mciudmg. among otfaers. all corporations and certam foreign mdividua',0 are not subjea to tfaese 
backup witfafaoldmg and reportmg requirements. In order for a foreign mJ,-.idual to quahfy as an exenpt reapient sucfa 
individual must submit a sutement. signed undw-r penalnes of per/ory. anesung to sucfa mdividual's exempt sutus, Fonns of 
iucfa sutements cau be obtamed from tfae Depositary, See tfae endosed Gode'ones for Certificauon of Taxpaver Idenufication 
Number on Subsutute Form W-9 for additional instmcuons. 

If backup witfafaoiding apph^ witfa respea to a sfaarefaolder. tfae Depositary is required to witfafaold 3 1 * of anv payuents 
made to such sfaarefaolder. Backup witfafaoldmg is not an addiuonal tax. Rather, the tax habihtv of persons subjea to backup 
witfafaoldmg will be reduced by tfae amount of tax witfafaeld If witfafaoldmg results m an overpavment of taxes, a refund mav 
be obtamed from tht Intemal Revenue Service. 

Purpose of Substitute Fonn W.9 

To prevent backup withholdmg on payments that are made to a shareholder with respea to Sfaares or Rigfats purchased 
p-jrsuant tc the Offer, the shareholder is required to noufy- tfae Depositary of sucfa sfaarefaolder s conea TIN bv compleung 
the form below certifying (a) that tfae TEN provided on Subsutute Fonn W-9 is conea (or tfaat sucfa sfaarefaolder is awaiULg 
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a TIN), and ("b) tfaat (i) sucfa sfaarefaolder faas not been notified by tfae Intemal Revenue Service tfaat sucb sfaarefaolder is 
subjea "to backup witfafaoiding as a result of a faUure to report all interest or dividends or (n) tfae Intemal Revenue Semce 
has noufied such shareholder tfaat sucfa sfaarefaolder is no longer subjea lo backup wiifafaoidmg. 

Wliat Number to Give tbe Depositary 
The sfaarefaolder is required to give tfae Depositary tfae soaal secunty- number or employer identificauon number of tfae 

record holder of tfae Sfaares or Rigfats tendered bereby If tfae Sfaares or Rigfats are m more tfaan one name or are not in tfae 
name of me acmal owner, consult tfae endosed Guidelines for Certification of Taxpayer Identificauon Number on Substitute 
Fonn W-9 for addiuonal gmdance on wfaicfa number to report. If tfae tendermg sfaarefaolder faas nor been issued a TIN and 
faas apphed for a number or intends to ?.pplv for a number m tfae near fumre, tfae shareholder should wnte "Apphed For" 
m tfae space provided for the TIN m Pan L and sign and date tfae Subsutute Fonn W-5, If "Apphed For" is wntten m Part 
I and tfae Depositary is not provided witfa a TEN withm 60 days, tfae Depositary wiU witfafaold 31% of all payments of the 
purcfaase pnce to sucfa shareholder until a TIN is provided to tfae Depositary. 
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suBsrmjrE 
Fonn W-9 
Department of tfae Treasury 
Internal Revenue Service 

PAYER'S NAME; Tbe Bank of N>̂  York, as Deposit.rv 
P«n I — PLEASE PROVIDE YOLT, av IN THE BOX Â ^ 
RIGHT AND CERTIFY BY SIGNING ANT) DATING BELOW, 

Soaai Secunry .Sumber 
OR 

Ejspioyer U-enohaooo 
Nujaber 

(If awuang TTN wme 
"AppUed For") 

PtyaH ReqsMt for 

Nuiter (TTV) 

^"^ WithhoUhag. s« the endc«d Gmdeimo aad complete as 

C4Jtamtam — Under pezuioes of perjurv, I oemfy that 

T»xp«»w Ideatificanon Number (or a Taxpaver 

d « ^ 2 » ^ , i i repon^e payments m*ii to me thereafter wJl be wnhheld untfi I p r ^ e T 

not beeo noofied bv the IRS that I am sabjea to backup wnhSoidnut as a r^ili ^ f j ^ ^ f o r^«^ .11 
mterest or ̂ ^ . ^ or ,c) the IKS has notified « , X ^ t ^ ' ^ ' ^ ^ ^ . f f i j ! 

retatn. Howevet J after beiag ronfiedT^hellStfS^^il^^^S^^ on yottr tw 

^ • g ^ ^ ' S T " 
SIGNATLTIE. 

.DATIE. 1»-

Questions and requests for assisunce or additional ccpies of tfae Offer to Purdiase. tfae First Supplement the Second 
Suppletnenu this lû tter of Transmitui and other tender offer materials may be direaed to tfae InfoSauon AgeotTSe 
Dealer Managers as set forth below: u«uuu «.gcni or me 

The Infonnatkm Atent for ttae Offer it: 

Wall Street Plaza 
New York. New York 10005 
(800) 223-2064 (ToU-Free) 

Banks and Brokers Call: (212) 440-9800 (CoUea) 

Uw Dealer .Manafcn for the Offer are: 

J.P. Morgan & Co. 
60 Wall Street 
.Mail Stop 2860 

New York. New York 10260 
(800) 576-5070 (toU free) 

Merrill Lynch & Co, 
World Fmandal Center 

Nortfa Tower 
New York. .New York 10281-1305 

(212) 449-8211 (call collea) 
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Notice of Guaranteed Delivery 
for 

Tender of Shares of 
Common Stock and Series .4 ESOP Convertible Junior Preferred Stock 
(including, in each case, the assodated Conmion Stock Purchase Rights) 

of 
Conrail Inc. 

to 
Atlantic Acquisition Corporation, 

a wholly owned subsidiary of 
NorfoIIi Southem Corporation 

(Not To Be Used For Signature Guarantees) 

This revised Nonce of Guaranteed Dehvery-. or one substantiallv in me form hereof, must be used to accept the Offer 
(as de&ned below) if (n certificates ("Sfaare Certificates") evidencmg sfaares of common stock, par vaiue Sl.OO per share (the 
-Common Shares"), or shares of Senes A ESOP Conve.tible Junior Preferred Stock, without par value (the "ESOP 
Prcferred Sfaares" and. togctfaer witfa tfae Coinmon Sfaares. tfae "Sfaares"), of Conrail Inc. a Pennsylvania corporauon (tfae 
"Companv"). mciudmg tfae assoaated Common Stock Purcfaase Rigfats (tfae "Rigfats"; issued pursuant to tfae Rigfats 
.Agreement, dated July 19. 1989. as amended, between tfae Company and First Chicago Trust Company of New York, as 
Rigfats Agent iihe "Rigfats Agreement"), are not immediately available, (u) time will not permit all reqmred documents to 
reacfa Tfae Bank of N>w- York, as Depositary (me "Depositary"), pnor to the Expiration Date (as de&ned in the Second 
Supplement, dated December 20. 19% (the "Second Supplement")̂  or (ui) me procedure for book-entry transfer cannot be 
completed on a timely basis. Ail references herein to the Common Sfaares. ESOP Preferred Sfaares or Sfaares mclude tfae 
assoaated Rigfa's. Tfais Notice of Guaranteed Dehverv may be dehvered by band or transnutted by telegram, facsunile 
transmission or mail to tfae Depositary- See "Procedures for Tendenng Sfaares" of tfae Offer to Purcfaase, dated Oaober 24. 
'.996 (me "Offer to Purcfaase"), as supplemented by tfae Supplemenu dated November &. 1996 (tfae "First Supplement"), and 
the Second Supplement. 

77ie Depositarv for the Offer is: 

THE BANK OF NEW YORK 

By Hand or by 
By .Mail By Facsimile Transmission: Overnight Delivery: 

Tender & Excfaange Depanment (for EUgible InsUtuuons Only) Tender &. Excfaanee Depanment 
PO Box 11245 (212)815-6213 ' 101 Barciav Street 

Church Street Stanon Receive and Dehver Wmdow 
New Yo:k. New York. l(]C86-:24'j Sew York. New York 10286 

For Information Telephone: 
(800) 507-9357 

DELPVTRV OF THIS NOTICE OF GL ARAN-TEED DELrtTRY TO ADDRESS OTHER THAN AS SET 
FORTH ABO\T.. OR TR.ANSM1SSION OF DSSTRLCnONS \TA FACSIMILE TRANSMISSION OTHER TH^N AS 
SET FORTH ABO\X, HILL NOT CONSTITLTE A V-vLID DELTVTRY. 

This form is not to be i»ed to {ruarantee si^tures. If a signature on a Letter of TransmhtaJ k required to be guaranteed 
bv an "'Eligibte Institution** under the instructioas tfaereto, sucfa sif;nature guarantee must appear n̂ the applicable space 
provided in tfae sî m t̂ure box on tii« Letter of TranstnittaL 
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Ladir . and Gentiemeo: 
The undersigned hereby tenders to Atlantic Acquisition Corporation, a Pennsyivania corporation and a ^ 

owned subsidiary of Norfoik Southern Corporauon, a Vtrgmia corporation, upon tfae terms and sub)ect t. 
conditions set forth in the Offer to Purcfaase, the Furst Supplemenu tfae Second Supplement and the revised Letter of 
Transmittal (wfaicfa. as amended from time to time, togetfaer consumte tfae "Offer"), receipt of each of which is hereby 
acknowledged, tfae number of Shares and Rights spedfied below pursuant to the guaranteed dehvery procedures 
described m "Procedures for Tendering Shares" of tfae Offer to Purchase, the First Supplement and tfae Second 
Supplement 

Number of Shares (including the associated Rights): 

Name(s) of Record Holder($) _ 

Address(es): 
(laOBtt 74 Coit) 

Area Code and Telephone Number —— 

Certificate Number($) (if available) ̂  . 

i Check ONE box if Shares or Rights wiU be tendered by book-entry transfer 

C The Depository Trust Company 

• Philadelphia Depository Trust Company 

Signature(s): — 
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GLARA.NTEE 

(\'oi To Be Used For Signature Guarantee) 

The undersigned, a member firm of a registered aauonal secunties exchange, a member of tfae .Nauonal 
Assoaauon of Secunues Dealers, Inc or a commeraal bank or trust company faavin? an office or correspondent m tfae 
L mied Sutes, herebv guarantee.*. Hefaverv- to the Depositary, at one of its addresses sc: lortfa above, of certificates 
evndencmg me Shares and Rights tendered faerebv m proper form for transfer, or confirmation of book-entry transfer 
of sucfa Shares and Ri-^ts into me Depositary's accounts at Tfae Depositorv- Trust Company or tfae Philadelpfaia 
Depository Trust Company m eacfa case wim dehvery of a properly completed and duly executed revised Lener of 
Transmittal or otfaer Letter of Transmittal previouslv dehvered to sfaarefaolders by Parent and Purcfaaser (or any 
lacsimiJe tfaereof) with anv required signature guarantees, cr an Agent's .Message (as defined m "Acceptance for 
Pav-ment and Payment for Sfaares" of tfae Offer to Purcfaase). and any otfaer documents reqmred by me revised Lettn 
of Transmittal, (x) m tfae case of Sfaares, »itfam tfaree .New York Stock Ejccfaange, Inc ttading days after tfae date of 
execuuon of tfais revised Nouce of Guaranteed Dehvery. or (y) m the case of Rigfats, witfain a penod ending me latter 
of (i) tfaree New York Stock Excfaaage. Inc trading days after tfae date of execuuor. of tfais revised Nouce of Guaranteed 
Dehverv- or (u) tfaree busmess days after tfae dale Rigfats Certificates are distnbuted to sfaarefaolders. 

The Ehgible Insutuuon that completes this form must commumcate the guarantee to me Depositary and must 
dehver the revised l>etter of Transmittal or other Letter of Transminal previously dehvered to sfaarefaolders bv Parent 
and Purchaser (or any facsimile thereof) and certificates for Shares and Rights to me Depositary witfain tfae tune penod 
sfac »Ti faerem. Failure to do so could result m finandal loss to sucb Ehgible Insutution. 

Name of Finn: 

(Aatkofizcd Sifuourcl 

Address:. 
(lacMe Zit Co4c> 

Area Code and 
Telephone Number:. 

.Name: 
(IVMe Ty^ or Pnati 

TiUe, 

Date 199. 

NOTE. DO NOT SE.\D CERTIFICATES FOR SHARES OR RIGHTS WITH THIS NOTICE. SUCH 
CERTinCATES SHOIT D BE SENT WTTH YOLU LETTER OF TRA-NSMTITAL. 

290 



Exhibit (a)(75) 

291 



Atiantic .4cquisition Corporation, 
a wholly owned subsidiary of 

Norfolk Southem Corporation 
Has Increased the Price of Its 
Offer to Purchase for Cash 

All Outstanding Shares 
of 

Common Stock and Series A ESOP Convertible Junior Preferred Stock 
(including, in each case, the assodated Common Stock Pm-chase Rights) 

of 

Conrail Inc. 
to 

$115 NET PER SHARE 

I THE OFFER ASD WITHDRAWAL RIGHTS WELL EXPIRE AT LL-OO MIDNIGHT, NEW YORK CTTV TIME. I 
' ON FRIDAY, JANLARY 10,1997, L^XESS THE OFFER IS EXTENDED. | 

I 

December 20. 1096 

Tc Brokers. Dealer:,. Commercial Banks, 
Trust Companies and Other Sommees: 

We have been engaged by Atlanuc Acquisition Corporation, a Pennsylvania corporation ("Pmcnaser") and a whollv 
owned subsidiary ot Norfolk Soumcra Corporation, a Virginia corporauon ("Parent"), to aa as Dealer Managers m 
connecuon with Purchasers offer to purcfaase ali outstanding sfaares of (i) common stock, par value $1.00 per sfaare (me 
"Common Sfaares"), and (li^ Senes A ESOP Convertible Jumor Preferred Stock, witfaout par value (me "ESOP Prefened 
Shares" and, togemer wim the Common Shares, the "Sfaares"), of Comail Inc, a Pennsylvania corporation (tfae "Company"), 
mciudmg. m eacfa case, tfae assoaated Common Stock Purcfaase Rigfats (tfae "Rigfats") issued pursuant to tfae Rigfats 
Agreemenu dated J-Jly 19. 1989. bv and berween tfae Company and First Caicago Trust Company of New York, as Rigfats 
,\gent (as amended, tfae "Rigfats Agreement") at a pnce of $115 per Sfaart. net to me seller m casfa. upon tfae terms and 
subjea to tfae condiuons set form in tfae Offer to Purcfaase. dated Oaober 24. 1996 (me "Offer to Purcfaase"), me 
Supplemenu dated November 8, 1''96 (the "First Supplement"), tfae Second Supplemenu dated December 20. 1996 (tfae 
-Second Supplement"), and tfae revised Lener of Transmittal iw-faicfa. as amended from time to time, togetfaer consntute tfae 
•'Offer";. The Second Supplement and me revised Lener of Transimttal are enclosed faerewim. 

Unless tfae Rigfats are redeemed pnor to "fae Expu-auon Date (as defined m me Second Supplement), holders of Sfaares 
will be reqmred to tender one assoaated Rigfat for eacfa Share tendered m order to effea a vahd tender of such Share, 
.A.ccordmgly, sharefaoiders wfao sell theu- Rigfats separately from meu- Sfaares and do not otfaerwise acquire Rigfats may not 
be able to satisfy me reqmrements of me Offer for me tender of Shares. Lf me Distnbuuon Date (as defined m the First 
Supplement i has not occurred pnor to me Expuauon Date, a tender of Sfaares will aiso consutute a tender of tfae associated 
R:ghts. If me Dismbuuon Date has occmred and Purchaser has waived that poruon of me Rights Condiuon (as defined m 
the Offer to Purcfaase> requinng that a Distribuuon Date not have occuned and Rigfats Certificates (as de&ned m tfae Offer 
10 Purcfaase i faave been distnbutec to holders of Shares pnor to me time a holder's Shares are purcfaased p'jrsuant to me 
Offer, m order for Rights land me correspondmg Sfaares / to be vahdly tendered, Rigfats Certificates represenung a numbe-
-if Rights equal to tfae number of Shares tendered must be dehvered to me Depositary (as defined m ifae Offer to Purchasej 
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or, if available, a Book-Entry Confiraiauon (as defined m tfae Offer to Pmcfaase) must be received by tfae Depositary- with 
:espea mere'o If me Distnbuuon Date has occwed and Purchaser has waived mat poruon of tfae Rights Condition 
.'equirmg thai a Distribuuon Date not faave occurred and Rigfats Certificate* have not been distnbuted pnor to :,- -ne 
Sfaares are purcfaased pursuant to me Offer. Rigfats may be tendered pnor to a sfaai-efaolder receiving Rigfats Certifica -y 
use of tfae guaranteed dehvery procedure descnbed m Section 3 of me Offer to Purcfaase. Ln any case, a tender of ^ 
consututes an agreement by me tende.mg sfaarefaolder to dehver Rights Ce.mficates representmg a aumber of Rights ..,03] 
to the number of Shares tendered pursuant to the Offer to me Depositarv -viiiun three busmess days after the oate that Rights 
Certificates are distnbuted. Purcfaaser reserves me ngfat to require that tfae Depositiiry receive Rigfats Certificates, or a 
Book-Entry- Confirmabon, if available. »im respect to sucfa Rigfats pnor to acccpmig me relatmg Shares tor payment 
pursuant to me Offer if the Distribuuon Date faas occurred pnor to me Expuauon Date, 

If a shareholder desues to tender Shares and Rights pursuant to the Offer and sucn sfaarefaolder's Share Certificates (as 
defined m tfae Offer to Pmcfaase) or. tf apphcable, Ri^ts Certificates are not immediately available (mciudmg. if tfae 
Dismbuuon Date faas occurred and Purchaser waives tfaat poruon of tfae Rigfats Condiuon requinng mat a Dismbuuon Date 
not have occurred, because Rigfats Certtlicates faave not yet been dismbuted) or time will not permit ail .'equircd documents 
to reach tfae Depositary pnor to tfae Expirauon Date or tfae procedure for book-entry- transfer cannot be completed on a 
timely basis, sucb Sfaares or Rigfats may nevermeless be tendered accordmg to tfae guaranteed dehvery procedures set fortfa 
m Secuon 3 of me Offer to Purcfaase, See Iistrucuon 2 of me revised Lener of Transmittal Dehvery of documents to a 
Book-Entrv- Transfer Facility (as defined m tfae Offer to Purcfaase) m accordance witfa tfae Book-Entry Transfer Faahty's 
procedures does not constimte dehvery to me Depositary-. 

THE OFFER IS NOW CONDITIO.N-ED LTON. A.MONG OTHER THINGS. PRIOR TO THE EXPIRATION OF 
THE OFFER, (1) PARENT A.N*D PURCHASER HAVING OBTAnsfED. ON TERMS REASONABLY ACtTEPTABLE 
TO PARENT. SLTFICTENT FINANCING TO ENABLE CONSUMMA'HON OF THE OFFER ANTI THE PROPOSED 
MERGER. (2) THEJ r. BEING VALIDLY TENDERED AND NOT PROPERLY WITHDRAWN PRIOR TO THE 
E.XPIRATION OF THE OFFER A NX'MBER OF COMMON SHARES ASD ESOP PREFERRED SHARES WHICH 
TOGETHER CONSTITLTE AT LEAST A MAJORITY OF THE SHARES OLTST>v.NT)ING ON A FL*LLY DILLTED 
BASIS. (3) PL-RCHASER BEING SATISFIED, IN ITS SOLE DISCRETION. THAT SL-BCHAPTER F OF CHAPTER 
2i OF THE PE.NNSYLVA.VL\ BUSIN'ESS CORPORATION LAW HAS BEEN COMPLIED WTTH OR IS INV ALID 
OR OTHERWISE INAPPUCABLE TO THE OFFER .'JSD THE PROPOSED MERGER. (4) THE RIGHTS HAVTNG 
BEEN REDEEMED BY THE BOARD OF DERECTOFS OF THE COMPANY OR PLTICHASER BEING S.ATIS-
FIED. IN' ITS SOLE DISCRETION. THAT SUCH RIGHfS ARE IN-VALID OR OTHERWISE INAPPUCABLE TO 
THE OFFER A.ND THE PROPOSED .MERGER AND (5) PLTICHASER BEING SATISFIED, IN FTS SOLE 
DISCRETION. THAT THE PREVIOUSLY A-NTMOUNCED AGREEMENT ANT) PLAN OF MERGEP.. AS AMENT»ED. 
BETW-EEN THE COMPANT ANT) CSX CORPORATION HAS BEEN TER.MINATED IN ACCORDANCE WTTH ITS 
TER-MS OR OTHERWISE 

For vour informauon and for forwardmg to your dients for whom you faold Shiares registered m your name or m tfae 
name oJ vour nommee. or wfao faold Sfaares registered m tfaeir own names, we are endosmg tfae followmg documents: 

1. Second Supplemenu dated December 20, 1996: 

2. Revised Lettei of Transimnai to be used by faolders of Shares and Rigfats m acceptmg tfae Offer and tendermg 
Sfaares andor Rigfats; 

3. Revised Noace of Guaranteed Dehvery- to be used to accept me Offer if me cemficates evidenang sucfa Sfaares 
and or Rigfats are not unmediately available or tmie will not permit all required documents to reacfa tfae Depositary pnor 
to tfae Expuauon Date or me procedure for book-entry- transfer caimoi be completed ot a timely basis: 

4. . \ revised letter wfaicfa may be sent to your chents for wfaose accounts you faold Shares andor Rights registered 
m vour name or m me name of your nommees. »iih space provided for obtaining such chents' mstmcuons aim regard 
to tne Offer 

5 Guidehnes of tfae Intemal Revenue Service fcr Certificauon of Taxpayer Identificauon Number on Subsufate 
Form W-9; and 

c Retum envelope addressed to tfae Depositary. 

Upon '±t terms and subiea to the condiuons of the Offer (mciudmg. if the Offer is extended or amended, me terms and 
Ajnoiuons of anv sucfa extension or amendment). Purchaser * i i l purcfaase. by acceptmg lor paymenu and »iil pay for. all 
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Shares (and. if apphcable. Rigfats) vahdly tendered pnor to tfae Expu-auon Date promptly after tfae later to occur of (i) me 
Expirauon Date and (u) me sansfacuon or waiver of tfae condiuons set fortfa m "Condiuons of tfae Offer" of tfae Offer to 
.^chase as supplemented bv me First Supplement and tfae Second Supplemenu For purposes of me Offer. P'.,rcfaaser wl l 
be deemed to faave accepted for paymenu and tfaereby purcfaased. tendered Sfaares and Rigfats if, as and wfaen Purcfaaser gives 
oral or vmnen nouce to tfae Depositary of Purciaser's acceptance of sucfa Sfaares and Rignts for pavTnent. In ali cases, 
-•avment for Shares and Rights purchased pursuant to the Offer will be made only after timely receipt by the Depositarv- of 
(i) me certificates evidencmg such Sfaares and Rigfats or timely confirmation of a book-entrv- transfer of such Shares and 
Riehts, if such procedure is available, mto me Depositary's account at The Depository Trust Company or me Philadelphia 
Depositor.- Trust Companv pursuant lo me procedures set form m "Procedures for Tendenng Shares" of me Offer to 
Purchase, as supplemented bv me Fu^t Supplement and the Second Si pplemenu (u) me revised Lener of Transmittal 
dehvered herewim or one of tfae Letters of Transmittal previously dehvered to you (or any facsimiiies of sucfa Letters of 
Transmittal), properly completed and duly executed, or an Agent's Message (as defined m tfae Offer to Purcfaase) and (uil 
any omer c xmments required by me revised Letter of Transmittal. 

Purcfaaser will not pav any fees or commissions to any broker or dealer or any omer person (omer tfaan tfae Dealer 
,Ntanagen> and me Informauon Agent as descnbed m "Fees and Expenses" of me Offer to Pmcfaase) m conneaio-: witfa me 
sohatauon of tenders of Sfaares and Rigfats pursuant to tfae Offer Purcfaaser wih. faowever. upon requesu reimburse you for 
customarv mailing and handhng expenses mcuned by you m forwardmg tfae enclosed matenals to your dients. 

Purcfaaser will pav any stoclc transfer taxes madent to tfae transfer to it of vahdly tendered Shares, except as omerwue 
provided m Instrucuon 6 of me revised Lener of Transmittal. 

YOLTl PROMPT ACTION IS RT-QUESTED. WT LUGE YOU TO CONTACT YOLU CUENTS AS PROMPTLY 
AS POSSIBLE. THE OFFER A.NT) wnHDRAWAL RIGHFS WILL EXPIRE AT I2l00 MIDNIGHT. NEW YORK 
c m TEVfE, ON FRIDAY, JANX ARY 10, 1997, LTO-ESS T F T OFFER IS EXTENDED. 

In order to take advanuge of tfae Offer, a duly executed ai.d properly completed Lener of Transmittal (or facsimile 
tfaereofi, vntfa anv required signatme guarantees and any omer required documents, sfaould be sent .o me Depositary-, and 
certificates evidencing tfae tendered Sfaares or Rigfats sfaould be deuvered or sucfa Sfaares and/or Rigfats sfaould be tendered 
bv book-entrv- uansfer. all m accordance wim tfae Instructions set fortfa m tfae revised Letter of Transtmttal. tfae Offer to 
Pu.-cfaase, tfae First Supplement and tfae Second Supplemenu 

If faolders of Shares and or Rigfats wisfa to tender, but it is unpracucable for tfaem ter forward meu cemficates o. omer 
required documents pnor to me Expuauon Date, a tender may be effected by followmg me guaranteed dehvery procedures 
speoxfied under "Procedures for Tendermg Shares" of the Offer to Purchase as supplemented by me Fust Supplemen: and 
the Second Supplemenu 

.Anv mquines vou may faave witfa respea to me Offer sfaould be addressed to me Dealer Managers or me Informauon 
.Aeent at tfaeir respecuve addresses and teiepfaone numbers set form on me back cover page of tfae Offer to Purcfaase. ±e 
First Supplement or tfae Second Supplemenu 

.Addiuonal copies of me endosed matenals may be obtamed from J.P. Morgan Secimnes Inc at 60 Wall Suee:. New 
York. New York 10260. telephone (800) 5T6-5070 (Toll Free). .Memll Lynch & Co. at World Finanaal Center. North Tower. 
New York. New York 102S1-1305. telephone (212) 449-S211 (Collea) or the Informauon Agenu Georgeson &. Compaay Inc 
a: V '̂all Sceet Plaza. New York. New York 10005. telephone (800) 225-2064 (ToU Free), 

Verv- trulv vours. 

.l.P. Morgan & Co. Merrill Lynch & Co. 

NOTHING CONTATSED HEREES OR CN THE ENCLOSED D O C L ^ N T S SHALL CONSTITLTE YOU OR 
ANT OlFIER PERSON AS A.N AGENT OF PARENT, PURCHASER. THE DEPOSITARY, THE CVFORlVlAnON 
AGENT OR THE DEALER MANAGERS, OR ANT .AFFILLATE OF ANT OF THE FOREGOING. OR ALTHO-
RlZt Y O l OR ANT OTHER PERSON TO USE .ANT DOCLAIENT OR .M\KE .ANT STATEMENT ON BEHALF 
OF ANT OF THEM LN CONNECTION WTTH THE OFFER OTHER THAN THE DOCUMENTS ENCLOSED AND 
I H E ST.ATE.ME.NTS CONTAINTD THERECS, 
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Atlantic Acquisition Corporation, 
a wholly owned subsidiary of 

Norfolk Southern Corporation 

Has Increased the Price of Its 
Offer to Purchase for Cash 

All Outstanding Shares 
of 

Conmion Stock aud Series A ESOP Convertible Junior Preferred Stock 
(induding. in each case., the assodated Conmion Stock Purchase Rights) 

of 

Conrail Inc. 
to 

$115 NET PER SHARE 

THE OFFER ANT) WTTHDRAWAL RIGHTS WILL EXPIRE AT liOO MIDMGHT, NEW YORK CTTt TIME, 
ON FRIDAY. JA.NXARY 10, 1997. LT^ESS THE OFFER IS EXTENDED, 

Detcnber 20. 1996 

To Our Clients: 

Enclosed for your considerauon is tfae Second Supplemenu dated December 20,19% (me "Second Supplement"), to tfae 
Offer to Purcfaase, dated Oaober 24. 1996 (me "Offer to Purcfaase"). as supplemented by tfae Supplemenu dated .November 
8. 1996 (tfae "First Supplement"), and tfae revised Letter of Transmittal (wfaicfa. as amended from ume to ume. coUeoively 
consutute me "Offer" • m connecuon »im me offer by Atlanuc Acquisiuon Corporauon, a Pennsylvama corporauou 

"Pirchaser") and a wfaoUy owned subsidiary of Norfolk Soutfaem Corporauon. a Virginia corporauon ("Parent"), to 
purcfaase ali of me outstandmg sfaares of (i) common stock, par value $1.00 per sfaare (tfae "Commo-j Sfaares"). and (li) Senes 
A ESOP Convenible Jumor Preferred Stock, wimout par value (tfae "ESOP Prefened Sfaares" and. togetfaer witfa me 
Common Shares, me "Sfaares"). of Conrail Inc. a Pennsylvania corporauon (tfae "Company'), mciudmg. m eacn case, the 
assoaated Common Stock Purcfaase Rigfats (me "Rigfats") issued pursuant to tfae Rigfats Agreemenu dated as of July 19,1989. 
as amended. ber»ecn me Company and Fust Chicago Trust Companv of New York, as Rights Agent (me "Rights 
.Agreement"^ a: a pnce ot S l l f per Share, net to me seller m cash, upon tfae terms and subjea to tfae condiuons set fonh m 
the Offer. .All references herem to me Common Shares. ESOP Preferred Shares, or Shares shall unless tfae context otfaerwise 
req'jues. mclude tfae assoaated Rigfats, 

Unless tfae Rigfats are redeemed pnor to tfae Expuauon Date (as defined in tfae Second Supplement), holders of Shares 
»iil re required to tender one assoaated Rigfat for eacfa Sfaare tendered m order to effea a vahd tender of sucfa Share. 
A,xordmKly. sfaarefaolders wcc sell meir Rights separately from meu Shares and do not omerwise acquire Rights mav not 
be able to satisfv- the requirements of the Offer for me tender of Shares. If me Distnbuuon Date (as defined m me First 
Supplement) faas not occu.Ted pnor to the Expirauon Date, a tender of Shares »iii aiso consutute a tender of tfae assoaated 
Rights If me Distnbuuon Date has occurred and (i) Purchaser has waived tfaat poruon of tfae Rigfats Condiuon (4.̂  defmed 
•1. t.ie Offer to Purcnase) requirmg that a Distnbution Date not faave occurred and (u) Rigfats Ceruficates (as defined m the 
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Offer to Purcfaase; faave been distnbuted to faolders of Sfaares pnor to tfae time a faolder's Sfaares are puichased pursuani to 
tfae Offer, in order for Rigfats (and me conespondmg Shares) to be vahdly tendered. Rigfats Certificates representmg i, 
number of P'pnts equal to me number of Shares tendered must be dehvered to me Depositary (as defined m me Offer to 
Purcfaase) or, 11 available, a Book-Entry- Confirmauca (as defined m me Offer to Purcfaase) must be received by tfae 
Detx)sita.v v,-.th ..;spea tfaereto If tfae Distnbuuon Date faas occuned and (i) Pmcfaaser faas waived tfaat portion of me Rigfats 
Condiuon requirmg tfaat a Distribuuon Date not faave CKXuned and (u) Rigfats Certificates have not been distnbuted pnor 
to the ume Sfaares are purchased pursuant to the Offer. Rigfats may be tendered prior to a sfaarefaolder receiving Rigfats 
Cimficates bv use of me guaranteed dehvery procedure descnbed m Section 3 of tfae Offer to Purcfaase, In any case, a tender 
of Shares consututes an agreement by me tendering sfaarefaolder to dehver Rigfats Certificates representmg a number of 
Pigfats equal to me numt>er of Shares tendered pursuant to me Offer to tfae Depositary withm three busmess days after me 
date ma! Rigfats Certificates are distnbuted. Purchaser reserves t̂  •• light to requue tfaat the Depositary receive Rights 
Ceruficates. 01 a Book-Entry Confirmation, if available, wirh respea to sucfa Rigfats pnor to accepung tfae related Sfaares for 
payment pursuant to me Offer if me Distribuuon Date faas cccnned prior to tfae Expuation Date. 

If a sfaarefaolder desues to tender Sfaares and Rigfats pursuant to me Offer and sucfa sfaarefaolder's Sfaare Ce.tificates (as 
defined m me Offer to Purcfaase) or. if apphcable. Rigfats Cerm'icates are not unmediately available (includmg, if me 
Distnbuuon Date faas occuned and Purcfaaser waives tfaat portion of me Rigfats Condition requinng mat a Distribuuon Date 
not faave occurred, because Rigfats Certificates faave not yet been distributed) or time wUl not permit all reqmred documents 
to reacfa tfae Depositary pnor to me Expirauo-; Date or me procedure for book-entry transfer caimot be completed on a 
tunely basis, such Sfaares cr Rigfats may nevertfaeless be tendered according to tfae guaranteed dehvery procedures set form 
m Secuon 3 of tfae Offer to Purcfaase. See Instruction 2 of tfae revised Lener of Transmittal Dehvery of documents to a 
Book-Entrv Transfer Facihry las defined in the Offer tc Purcfaase) m accordance wim tfae Book-Entry Transfer Fadhry's 
procedUifs does not consumte dehvery to me Depositary, 

THE MATERIAL IS BEESG SENT TO YOU AS T K E BENEHCIAL OWNER OF SHARES HELD BY US FOR 
YOLU ACCOLTVT BUT NOT REGISTERED IN YOUR NAME. WE ARE THE HOLDER OF PECORD OF 
SHARES HELD BY US FOR YOUTl ACCOUTWT. A TENDER OF SUCH SHARES CAN BE MADE ONLY BY US AS 
THE HOLDER OF RECORD AND PLTISUANT TO YO^JR INSTRUCTIONS. THE REVISED LETTER OF 
TRA-V^MTITAL IS FUTLNTSHED TO YOU FOR YOUR I N T 0 R : » 1 A T I 0 N ONLY A.ND CANSOT BE USED BY YOU 
ro TENDER SHARES HELD BY US FOR YOUTl ACCOLTST. 

We request mstrucuons as to whether you wish to have u-i tender on your behalf any or all of me Shares faeld by 'is for 
' JUT account, upon me terms and subjea to tfae condiuons set form m me Offer 

Your attenuc i is mvited to tfae following: 

1, The tender pnce has been maeased to $115 per Share, net to the seller in cash. 

: The Offer and wimdrawai nghts will expue at 12.-00 MidnighU New York City time, on Friday, January-10.1997. unless 
me Offer is extended, 

3. Tfae Offer is bemg made for all of me outstandmg Sfaares. 

4. The Offer is now condiuoned upon, among other thmgs. prior to tfae expiration of tfae Offer. (1) Parent and Purcfaaser 
having obtamed. on terms reasonably accepubie to Parenu sufficient financing to enable consummauon of me Offer and tfae 
Proposed Merger. (2) mere bemg vahdly tendered and not properly wimdrawn pnor to me expuation of tfae Offer a number 
of Common Shares and ESOP Prefened Shares which together constimte at least a majonty of tfae Sfaares outstandmg on 
a Ĵllv diluted basis, (3) Purcfaaser bemg satisfied, m its sole disaeuon, tfaat Subc'-apter F of Chapter 25 of me Pennsylvama 
Busmess CorporaUon Law has oeen comphed wim or is invahd or otherwise mapphcable to me Offer and tfae Proposed 
Merger. i4i tfae Rigfats faavmg been redeemed by me Board of Direaors of the Company or Purcfaaser being satisfied, m its 
sole "discreuon. that sucfa Rights are mvahd or otfaerwise mapphcable to tfae Offer and tfae Proposed .Merger and (5) Purcfaaser 
bemg sausfied. m its sole discreuon. mat the previously announced Agreement and Plan of Merger, as amended, between tfae 
Companv atid CSX Corporauon faas been terminated in accordance wim its terms or otfaerwise, 

^ Tendermg sfaarefaolders »ill not be obhgated to pay brokerage fees or commissions or. except as set form in Ipftnction 
t of tfae revised Letter of Transmittai. stock transfer taxes on tfae purcfaase of Sfaares by Purcfaa.":er pursuant to me Offer 

The Oifer is made solelv bv the Offer to Purcfaase, me Fu-st Supplement, me Second Supplement and tfae revised Letter 
of Transmittal snd is bemg made to ail holders of Shares, Purcnaser is not aware of any state where th«. nakmg of tfae Offer 
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IS prohibited by administran --e or judical action pursuant to any valid sute sumte. If Purcfaaser becomes aware of any vahd 
sute sumte profaibitmg the nuking oi tfae Offer or tfae acceptance of Sfaares pursuant tfaereto. Piircfaaser will make a good 
faitfa effort lo comply wim sucfa sute sumte. If, aft'.r sucfa good faitfa effon, Purcfaaser caimot comply witfa sucfa sute sutute, 
me Offer will not be made to (nor wiil 'enden be accepted from or on befaalf of) tfae faolders of Shares m sucfa sute. In any 
; insdicuon wfaere me securities, blue sky or ouicr laws require tfae Offer to be made by a Ucenscd broker or dealer, tfae Offer 
sfaall be deemed to be made on bebnlf of Purcfaaser by tfae Dealer .Managers or one or more registered brokei-? or dealers 
licensed under tfae laws of sucfa junv ction. 

If you wisfa to faave us tender any or all of yom Sfaares. please so instr̂ -r us by completing, executing and retummg to 
us tfae mstruction form contamed m tfais letter An envelope in wfaicfa to rettim your instructions to us is enclosed. Lf you 
autfaorize me tender of your Sfaares. all sucfa Sfaares will be tendered unless otfaerwise specified on tfae instruction form set 
form in this letter YOUR INSTRUCTIONS SHOUXD BE FORWARDED TO US IN AMPLE TIME TO PERMIT US 
TO SUBMIT A TENDER ON YOUTl BEHALF PRIOR TO THE EXPIRATION OF THE OFFER. 
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INSTRUCTIONS WTTH RESPECT TO THE OFFER 
TO PURCHASE FOR CASH ALL OLTST.ANTJING 5FLARES OF COMMON STOCK 

ANT) SERIES A ESOP CONVTRTIBLE J O I O R PREFERRED STOCK 
OF 

CO-NTLAIL ESC. 

Tfae undersigned acknowledge(s) receipt of your letter and tfae enclcsed Second Supplemenu dated December 20. 1996. 
and tfae revised Lener of Transmittal (wfaicfa. as amended from time to ume. togetfaer consutute tfae "Offer"), m cormeoicn 
wim me offer bv Atlantic Acquisition Corporation, a Pennsylvama corporauon ("Piuchaser") and a wholly owned subsidiarv 
of Norfolk Southem Corporation, a Vugima corporauon ("Parem"). to purchase all outstandmg sfaares of ( i) common stock. 
par value $1.00 per snare (me "Common Sfaares") and (li) S;nes A ESC'P Converubie Jumor Prefened Stock, wimout par 
value (me "ESOP Preferred Sfaares" and, togetfaer witfa tfae Com-mon Sfaares. tfae "Sfaares"), of Comail Inc. a Pennsyivania 
corporauon (the "Company"), mciudmg, m eacfa case, me assoaated Common Stock Purcfaase Rigfats (tfae "Rigfats") issued 
pursuant to tfae Rights Agreemenu dated July 19.1989, as amen 'ed. berween me Company and Fnst Chicago Trust Company 
of New- York, as Rights Agenu All references faerem to tfae Common Sfaares. ESOP Prefened Sfaares or Sfaares sfaall mciude 
tfae assoaated Rigfats. 

Tfais will mstruct you to tender to Purcfaaser me number of Sfaares and Rigfats mdicated below (or. if no number is 
mdicated in eimer appropriate space below, all Sfaares and '<igfats) faeld by you for me account of me imdersigned. upon me 
terms and subjea to me condiuons set form m tfae Offer, 

N X ^ E R OF SHARES .A.NT> RIGHTS SIGN HERE 
TO BE TENT>ERED:' 

Sfaares and Rigfats 

Account .Number 

Dated: , 199 

Sigsaturc($; 

Please Tvpe or Pnnt .Named) 

Please Type or Pnnt Address* es) Here 

Area Code and Teiepoone Numce: 

Taxpayer Meou£catioa or Soaai Seoinrv Numben s > 

'njejs cihenMse mcucated, :t v-ill be assumed that all Shares anc Rjeats aeid by us fo: voui accoun: are to be leaiered. 
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SECURITIES AND EXCHANGE COMMISSION 
Washington. D.C. 20549 

SCHEDIXE 14D-1 
(Amendment No. 28) 

Tender Offer Statement Pursuant to Sertion 14(d)(1) 
of the Securities Exchange Art of 1934 

Conrail Inc. 
(Name of Subjert Company) 

Non'olk Southern Corporation 
Atiantic Acquisition Corporation 

(Bidders) 

Conunon Stock, par value $1.00 per share 
(Induding the associated Common Stock Purchase Rights) 

(Title of Class of Secunues.) 

208368 10 0 
(CUSIP Number of Class of Securiues) 

Series A ESOP Convertible Junior 
Preferred Stock, v*ithout par value 

(Including the associated Common Stock Purchase Rights) 
(Title of Class of Secunues) 

Not Available 
(CUSIP Number of Class of Secunnes) 

James C. Bishop, Jr. 
Ex<Kutive Vice President-Law 
Norfolk Southem Corporation 

Three Commercial Place 
Norfolk, Virginia 23510-2191 

Telephone: (757) 629-2750 
rSame. Address and Telephone Number of Person .Authoru'cd 
to Receive Nouces aad Communicauoas on Behalf of Biddei, 

with a copy to 
Randall H. Doud, Esq. 

Skadden. Arps. Slate. Meagher & Flom Li V 
919 Third Avenue 

Nev* York. .Nev» \ork lOOZ". 
Telephone: (212) 735-3000 

V .4.»'4 Ol-N*» Yen iervtr 44 
300 
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This .Amendment No. 28 amends the Tender Offer Statement on Schedule 14D-1 filed 
on October 24, 1996. as amended (the "Schedule 140-1"). by Norfolk Souihern Corporation, 
a Virginia corporation ("Parent"), and its wholly owned -̂ubsidiary. .Atlantic Acquisition 
Corporation, a Pennsylvania coiporation ("Purchaser"), relatmg to Purchaser's offer to purchase 
all utstandmg shares of (i) Common Stock, par value Sl.OO per share (the "Common Shares"), 
and (li ' Series .\ ESOP Convertible Junior Preferred Stock, without par value (the "ESOP 
Preferred Shares" and, together with the Common Shares, the "Shares"), of ConraiJ Inc. (the 
"Company"), includmg. 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. 1996 
(the "Offer to Purchase"), as amended and supplemented by the Supplement, dated .November 
8. 1996 (the "First Supplement"), and the Second Supplement, dated December 20. 1996 (the 
"Second Supplement"), and in the revised Letter of Transmittal (which, together with any 
amendments or supplements thereto, constitute the "Offer"), Unless otherwise defined herein, 
all capitalized terms used herein shall have the respective meanings given such terms m the Offer 
to Purchase, the First Supplement, the Second Supplement or the Schedule 14D-1. 

Item 11. .Material to be Filed as Exhibits. 

Item 11 is hereby amended and supplemented by the follow ing: 

(g)(9) Motion for Leave to .Amend the Complamt. mcluding as an exhibit 
thereto. Plaintiffs" Fourth Amended Complamt. filed by Parent, 
Purchaser and Kathr\n B, McQuade against the Company. CSX et. al. 
(dated December 20. 1996. I'nited States Disu-ict Court for the Eastern 
District of Pennsylvama). 

(g)(10) Motion to Dismiss Defendants" Counterclaim, filed by Parent, 
Purchâ 'rr and Kathryn B, .McQuade (dated December 20. 1996. United 
States District Court for the Eastern District of Pennsvlvania). 
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SIGNATURE 

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

Dated: December 23, 1996 

NORFOLK SOUTHERN CORPORATION 

Bv: Is! JAMES C, BISHOP, JR, 
Name. James C. Bishop. Jr. 
Title: Executive Vice President-Law 

ATLANTIC ACQUISITION CORPORATION 

By: Is! JAMES C, BISHOP. JR. 
Name: James C. Bishop, Jr. 
Title: Vice President and General Counsel 

OlSjrt.Oi N w Y«» S«v« «. t>rCI D M O t a 23, 1»M , lOJI , 
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EXHIBIT INDEX 

Exhibit 
Namber Description 

(g)(9) Motion for Uaxe to Amend the Complaint, including as an exhibit thereto. 
Plaintiffs" Fourth .Amended Complamt. filed by Parent, Purchaser and Kathryn 
B. McQuade agamst the Company. CSX et. al. (dated December 20. 1996, 
United States District Coun for the Eastern District of Pennsylvama). 

(e)(lO) Motion to Dismiss Defendants" Counterclaim, filed by Parent, Purchaser and 
Kathryn B. McQuade (dated December 20. 1996. Umted Sutes District Coun 
for the Eastern District of Pennsylvania). 

r :3, i w • •,:•.>* m 
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IN THE UNITED STATES DISTRICT COURT 

FOR THE EASTER̂ N DISTRICT OF PENNSYLVANIA 

NORFOLK SOITHER-N CORPOR.ATION, 

a Virgima Corporation, .ATLA.NTIC 

.ACQUISITION CORPORATION. A 

Pennsyhama corporation A.ND K.ATHRYN 

B McQU.ADE. 

Plaintiffs, 

CO.NR.AIL INC, a PeimsyIvania corporation. 

DA\ ID M LEVAN, H FURLONG 

BALDWIN. DANIEL B B L T ^ . ROGER 

S HILLAS. CLAUDE S BRJNEG.AR. 

KATHLEEN FOLEY FELDSTEIN, DAVID 

B, LEWIS. JOHN C, .MAROUS. D.AVID H, 

SWANSON. E BRADLEY JO.NES. .A.ND 

R.A'i'MOND T SCHI LER AND CSX 

CORPOR.ATION. 

Defendants, 

C A No, 96-CV-7167 

PLAINTIFF.S' MOTION FOR LEA\'E 

TO FILE THEIR FOURTH AMENDED COMPLArST 
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Pursuani to Rules 15(a) and 15(d) of the Federal Rules of Civil Procedure, 

plaintiffs, by and through their attomeys, respectfully move for leave of Coun to file a 

Fourth .Amended Complaint. 

In suppon of their motion, plaintiffs rely upon the accompanying memorandum 

of law. 

Respectfully Submitted: 

.Marv A. .McLaughlin 

I D. No, 24923 

George G Gordon 

I D. No. 63072 

Dechen, Pnce & Rhoads 

4000 Bell Atlantic Tower 

1717 Arch Street 

Philadelphia. PA 19103 

(215) 994-4000 

Attomeys for Plaintiffs 

Of Counsel: 

Steven J Rothschild 

SK.ADDEN. -ARPS. SLATE. ME.AGHER & FLOM 

One Rtxlney Square 

P O Box 636 

Wilmington. DE 19899 

(302) 651-3000 

DATED December 20, 1996 
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IN THE UNITED STATES DISTRICT COURT 

FOR THE EASTERN DISTRICT OF PENNSYLVANIA 

NORFOLK SOUTHERN CORPORATION, 
a \ irginia corporation, 
ATL.ANTIC ACQUISITION CORPOR.ATION. 
a Pennsyh ania corporation, and 
K.ATHRYN B McQUADE. 

Plaintiffs, 

-a^ainst-

CONRAIL INC, 
a Pennsylvarua corporation, 
DAVID M LEVAN. H RtRLONG BALDWIN, 
DANIEL B BURKE. ROGER S HILLAS, 
CLAUDE S BRINEGAR, KATHLEEN FOLEY 
FELDSTEIN. DAVID B LEWIS. JOHN C, 
MAROUS. DAVID H SWANSON, E. 
BRADLEY JONES, RAYMO.ND T 
SCHULER and CSX CORPOR.ATION. 

Defendants. 

C.A, No, 96-CV-7167 

FOLT^TH .AMENDED COMPLAINT FOR 
DECL.AR.ATQRV AND TNirMrTIVE RELIEF 

Plaintiffs, by their undersigned attorneys, as and for their Fourth Amendel Com­

plaint, allege upon knowledge with respect to themselves and their own acts, and upon infonnation 

and belief as to all other maners. as follows: 

Namre of the Action 

I . This action arises from the attempt by defendants Conrail Inc. rConrail"), its 

directors (the "Director Defendants and CSX Corporation CCSX ') to coerce, mislead and fraudu­

lently manipulate Corj-ail 's shareholders to s-A iftly deliver control of Conrail to CSX and to forestall 
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any competing higher bid for Conrail by plaintiff Norfolk Southem Corporation ("NS"). .Although 

defendams have attempted to create the impression that NS"s superior $115 per share all-cash offer 

for all of Conrairs stock is a • non-bid " or a ' phantom offer." m reality- the only obstacles to the 

a%3il3bilit>- of the SllS per share offered by NS are illegal actions and uUia vires agreements by 

defendants The ultimate purpose of this action is to establish the illegality of such actions and agree­

ments so that NS may proceed to provide supenor value to ConraiFs shareholders and a superior 

transaction to Conrail and all of its constimencies. 

2. Additionally, plaintiffs have sought and will seek interim injunctive relief to 

maintain the status auo ar.d ensure that Conrail shareholders will not be coerced, misled and fraudu-

lentU mampulated bv defendants" illegal conduct to deliver control over Conrail to CSX bef.re the 

Coun can finally detennine the issues raised in this action, 

3, The event that set this controversy in motion was the unexpected announce­

ment that CSX would take over Conrail. In a surprise move on October 15, 1996. defendants Conrail 

and CSX announced a deal to rapidly transfer control of Conrail to CSX and foreclose any other bids 

tor Conrail (the "CSX Transaction"). The CSX Transaction is to be accomplished through a compli­

cated mult.-tier stmcmre involving two coercive front-end loaded cash tender offers, a lock-up stock 

option and. following required regulatory approvals or exemptions, a back-end merger in which 

Conrail shareholders will receive stock and. under cenain circumstances, cash. The original CSX 

Transaction had a blended value of slightly more than S85 per Conrail share as of October 29. 1996, 

The cunently proposed CSX Transaction has a blended vMue of approxunately SlOO per Conrail 

share, over $14 per share less than the NS Proposal The NS Proposa- has a value of at least 1 billion 

more thar. the CSX Transaction. Integral to the inferior CSX Transaction are executive succession 

and compensation guarantees for Conrai! management and board compos.tion covenants effectively 

ensuring Conrail directors of continued board seats 
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4. Because plaintiff NS belie\es that a business combinaticn between Conrail and 

NS would \ ield benefits to both companies and their constimencies far superior to any benefits 

offered by the proposed Conrail CSX combiriaiion, NS on October 23. 1996 announced its intention 

to commence, through its wholly-owned subsidiary, plaintiff Atlantic Acquisition Corporation 

( "A.AC") a cash tender offer (the "NS Offer") for all shares of Conrail stock at SlOO per share, to be 

followed by a cash merger at the same price (the Proposed .Merger." and together with the NS 

Offer, the "NS Proposal ") The following day. on October 24, 1996. the NS Offer commenced On 

November 8. 1996. NS increased its offer to SllO in cash per Conrail share On December 19. 

1996, NS announced thai it increased its offer to SI 15 in cash per Conrail share, 

5. At the hean of this controversy is the assenion by defendants, both expressly 

and ihrough their conduct, that the Director Defendaras. as directors of a Pennsylvania corporation, 

have \ inually no fiduciary- duties, \Miile it is tme that Pennsyhama statutory law provides directors 

of Pennsylvania corporations with wide discretion in responding iv acquisition proposals, defendants 

here ha\e gone far beyond \̂ hat even Pennsylvania law permits As a result, this banle for control of 

Conrail presents the most audacious array of lock-up devices ever anempted: 

• The Poison Pill Lock-In The CSX .Merger Agreemeni exempts the CSX 
Transaction from ConraiFs Poison Pill Plan, and purpons to prohibit rhe 
Conrail Board from redeeming, amending or otherwise taking any hinher ac­
tion with respect to the Plan. Under the terms of the Poison Pill Plan, the 
Conrail directors would have lost their power to make the poison pill inap­
plicable to any acquisition transaction other than the CS.X Transaction on 
.November 7. unless CSX agreed to let them postpone that date Thus, the 
Poison Pill Lock-In threatened to lock-up Conrail. even from friendly trans­
actions, until the year 2005. when the poison pill rights expire Put simply, 
the CSX Merger Agreement purponed to require Conrail to swallow us own 
poison pill Oniy after plaintiffs applied for :•. temporary restraimng order did 
the Conrail bi.'ard request CSX's permission to postpone the Distribution Date. 
.Although It had no obligation to do so. CS.X permitted the postponement. 
.Adoption of this provision placed Conrail in serious jeopardy and at the mercy 
of CSX. which had no obligation to act in Conrail's best interests. Conrail 
icmams at CSX's mercy due tc the Poison Pill Lock-In The Poison Pill 
Lock-in IS uhra vires under Pennsylvania law and constimtes a complete 
abdication and breach ot the Conrail directors" duties of loyalty and care 

308 



The Two-Vear Lock-Out The CSX .Merger Agreement audaciously and un­
ashamedly purponed to prohibit Conrairs directors from withdrawing their 
recommendation that Conrail's shareholders accept and approve the CSX 
Transaction anc; fiom tenninating the CSX Merger .Agreement, even if their 
fiducian. dutic require them to do so. for a period of 180 days from execu­
tion of the agreement On November 6. Conrail and CSX announced that 
they had agreed to extend the lock-out period fiom 180 days to 270 da\s On 
December 19. 1996. Conrail and CSX announced that they had agreed to 
extend the lock-out period another 18 months, to December 31. 1998 Put 
simply, Conrail's directors have agreed :o take a two->ear ' -ave of absence 
during what may be the most critical period m Conrail's history .Moreover, 
while the Lock-Out originally permuted Conrail lo prc\ ide inforaiation to and 
negotiate with an unsolicited competing bidder, the completion of the CSX 
Offer on November 20 changed that now Conrail purponedly cannot e\en 
provide information or negotiate prior to December ?1, 1998 The Two-year 
Lock-Out IS uhra vires under Pennsylvama law and constitutes a complete 
abdication and breach of the Conrail directors' dunes of loyalty and care. 

The Stock Oî tion Lock-Up And The ^300 Million Break-Up Fe: The CSX 
Merger .Agreement provides, in essence, that Conrail must pa\ CSX a S300 
million windfall if the CSX .Merger Agreement is temunated and Conrail is 
acquired bv another company. Further, a Stock Option Agreemem g-anted by 
Conrail to CSX threatens over S358 million m dilution costs to any competing 
bidder for Conrail This lock-up option is particularly onerous because the 
higher the competing bid. the greater the dilution it threatens 

Th^ CominuinE Director .Amendments To Conrail s Poison Pill Plan Recog­
nizing that Pennsylvania law permits shareholders of Pennsyhama corpora­
tions to elect a new board of directors if they disagree with an incumbent 
board's decisions concemi.ng acquisition offers, the Conrail Board altered the 
Conrail Poison Pill Plan in September 1995 to deprive Conrail'i shareholders 
of the ability to elect new directors hilly empowered to act to render the 
poison pill ineffective or inapplicable to a transaction they deem to be in the 
corporation s best interests. This amendmem to the Conrail Poison Pill Plan 
IS ukra vires under Pennsylvania law and Conrail's Chaner and By-Laws, and 
constimtes an impcnnissible interference in the stockholder franchise and a 
br;ach of the Conrail directors' duty of loyalty. 

The Rolling; Special Meeting On November 25. defendants announced that the 
special meeting of Conrail s shareholders to vote on a proposa! to amend Conrail's 
Articles of Incorporation to opt-out of the protections of subchapter 25E of the PBCL. 
(the "Charter .Amendmem"). scheduled for December 23, would not be convened at 
all unless defendants had sufficiem proxies in hand to assure approval of the Charter 
Amendment, and that such meeting may be successively postponed until Conrail's 
shareholders submit to the defendants' uiil Further, the Conrail directors have in 
section 5 hbi of the amended CSX Merger Agreemem improperh delegated their 
responsibilities with respect to the processes of corporate democracy by purporting to 
comractuali\ limit their actions pertaining to the special meeting to those to which 
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csx consents Defendants' conduct strikes at the heart of corporate democrac\ and is 
fundamentally unfair Such conduct constimtes a breach of the Director Defendants' 
fiduciary duties, aidud înd abened by CS.X On December 17. 1996. this Court 
entered a prelmiman injunction order requiring defendams to hold the scheduled vote 
on December 23. absent an imenemng material development. The Coun found the 
" rolling meeting" '.cue to be fundamentally unfair and to constimte a sham elec­
tion" 

.At bottom, what defendants have attempted here is to litter the playing field with illegal, ultra vires 

apparent impediments to competing acquisition proposals, and then coerce Conrail shareholders to 

swiftly deliver control of Conrai! to CSX before the illegality of such impediments can be determined 

and revealed. 

6. Accordingly, by this action, plaintiffs NS. AAC. and Kathryn B McQuade. a 

Conrail shareholder, seek emergency relief against defendants' illegal attempt to lock-up the rapid sale 

of control of Conraii to CSX through their scheme of coercion, deception and fraudulent manipula-

i:on. in violation of the federa! securities laws, Pennsylvania stamtory law. and the fiduciary duties of 

the Director Defendants. In addition, tr facilitate the NS Proposal, plaintiffs seek certain declaraton-

relief with respect ro replacement of Conrail's Board of Directors at Conrail's next annual meeting of 

sh: eholders. 

Jurisdiction and Venue 

7. This Coun has jurisdiction over this complaint pursuant to M U S C. §§ 1331 

and 1367 

8. Venue is propei in this District pursuant to 28 U.S.C. § 1391, 

The Panies 

9. Plaintiff NS is a Virgima corporation with its principal place of business in 

Norfolk. \'irginia. NS is a holding company operating rail and motor transportation sen ices through 

Its subsidiaries .As of December 31 .-̂ 95. NS's railroads operated niore than 14,500 miles of road 

;n the states of Alabama. Florida. Georgia Illinois. Indiana. Iowa. Kenmcky, Louisiana, .Maryland. 
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Michigan. Mississippi. Missouri. New York. North Carolina. Ohio. Pennsylvama, South Carolina. 

Tennessee. \'irginia and West \ irginia. and the Province of Ontario. Canada. The lines of NS's 

railroads rearH most of the larger industrial and trading centers in the Southeast and .Midwest, with 

the exceptiLii of those in Central and Southem Florida In the fiscal year ended December 31. 1995, 

NS had net income of S712.7 million on toul transportation operating revenues of S4.668 billion. 

According to the New York Times. NS " is considered by many analysts to be the nation's best-mn 

railroad " NS is the beneficial owner of 100 shares of common stock of Comail. 

10. Plaintiff AAC is a Pennsylvama corporation The entire equity interest in 

A.AC is owned vy NS ,AAC was orgamzed by NS for the purpose of acquiring the entire equiiv 

interest in Comail. 

11 Plaintiff Kathry n B .McQuade is and has been, at all times relevant to this ac­

tion, the owner of Comail common stock. 

12. Defendant Comail is a Pennsylvania corporation with its principal place of 

business m Philadehhia, Pennsylvania Comaii is the major freight railroad serving Amenca's 

Northeast-Midwe t̂ region, operating over a rail network of approximately 11.000 route miles, 

Comail's conunon stock is widely held and trades on the New York Stock Exchange. During the 

year ended December 31. 1995, Comail had net income of S264 million on revenues of S3,68 billion. 

On the day prior to announcemem of the CSX Transaction, the closing per share price of Com-ail 

commcn «!Owk was S71, 

13 Defendant David M LeVan is President, Chief Executive Officer, and 

Chairman of Comail's Board of Directors. Defendants H. Furlong Baldwin, Darnel B Burke, Roger 

S Hillas. Cla-jde S. Brinegar. Kathleen Foley Feldstein. David B Lewis. John C. Marous. David H, 

Swanson, E Bradley Jones, and Raymond T Schuler are the remaining directors of Comail. The 
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foregoing indiMdual directors of Comail owe fiduciary- duiies co Comail and its stockholders, includ­

ing plaintiffs. 

14 Defendant CSX is a Virgima corporation with its principal place of business in 

Richmond. X'irgima. CSX is a transportation company providing rail, imennodal. oceaii container-

shipping, barging, tmcking and com ^-t logistic services, CSX's rail transportation operations ser%e 

the southeastem and midwestem United States 

Facmal Backgrnunrl 

The Offer 

15, In response to the surprise October 15 announcemem of the CSX Transaction, 

on October 23. 1996. NS announced its intention to commence a public tender offer for all shares of 

Ccnrail common stock at a pnce of SlOO cash per share, NS funher announced that it mtends. as 

soon as practicable following the closing of the NS Offer, to acquire the emire equity interest m Con­

rail by causing it to merge with .A.\C in the Proposed Merger In the Proposed Merger as originally 

proposed, Comail common stock not tendered and accepted in the NS Offer would have been conven­

ed uu-o the right to receive SlOO in cash per share On October 24, 1996, NS. through A A C , 

commenced the NS Offer. The NS Offer and the Proposed Merger represemed a 40.87c prem-um 

over the closing market price of Comail stock on October 14. 1996. the day prior to announcemem of 

ihe CSX Transaction. 

16, In a lener delivered on October 23, 1996 to the Defendant Directors, \S 

stated that , v.as flexible as to all aspects of th,? NS Proposal and exnressed its eagerness to negotiate 

a friendly merger with Conrail The letter indicated, in particular, that while the NS Proposal is a 

proposal to acquire the emire equity- imerest in Comail for cash. NS is willing to discuss, if the Con­

rail board so desires, including a substantial equity componem to the consideration to be paid in a 
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negotiated transaction so that cunem Comail shareholders could have a cominuing mterest in the 

combined NS Comail enterprise. 

The Current Crisis: In a Surprise .Move Intended To Foreclose Competing 
Bids. Comail and CSX .Announce On October 15 That Comail Has Essemially 
r.r-.nf^,( r s x A Lock-Up ("nnrrnl Of The Companv _ _ 

17. After many months of maintaimng that Comail was not for sale, on October 

16. 1996. the Comail Board announced ar, abmpt about-face: Comail would be sold to CSX m a 

multiple-step trar.saction designed to swiftly transfer effective, if not absolute, voting control over 

Comail to a voting tmstee who would be contracmally required lo vote to approve CSX's acquisition 

of the entire equity imerest in Comail through a follow-up stock merger. 

18 This Coun demed plaintiffs' motion for a preliminary injunction baning the 

consummation of CSX's highly coercive from-end loaded tender offer for up to 19.9% of Comail's 

shares. As a result. CSX and Comail succeeded through this classic hostile takeover tactic in 

coercmg Comail's shareholders to cede nearly 20% of Comail's voting power to CSX. gaining an 

o% erwhelming advantage in the vote of Comail's shareholders on the Chaner Amendmem. now sUted 

fcr December 23. 1996 This Court's mlmg cn plaintiffs' motion for prelimir.ary injunction, and 

CSX-s right to vote the shares it acquired in the completed CSX offer are curremly subject to appeal. 

19 The cunem crisis arises due to thi immmem January 17, 1997 special meeting 

of Comail's shareholders, sc.itduled for the purpose of conducting a shareholder vote on the Charter 

.Amendment Defendants originally scheduled this meeting for November 14. 1996. Thereafter, the 

meeting was rescheduled to December 23. 1996 At that time, defendants stated that this meeting 

uould not be convened unless they held -ufticiem proxies to assure their victory-. Defendants also 

stated that this special meeting could be successively postponed umil Comail's shareholders submit to 

their wil l . 
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20. \vithin days after this Coun ordered that the December 23 vote be held, 

absem an imen'emng materia! event. Comail and CSX amended the tenns of the CSX .Merger 

Agreemem to increase the consideration to be paid in the back-end merger by adding a purponed Sl6 

per Comail share in convertible preferred CSX stock and by adopting a new voting tmst provision 

that would pennit consummation of the entire transaction m the first quarter of 1997. The defendants 

accordingly rescheduled the vote on the Charter .Amendment to January 17. 1997. .Moreover. Comail 

and CSX also announced that the Lock-Out provision in the CSX Merger Agreement had been 

extended from 270 days to approximately two y ears from now - December 31. 1998. Defendant 

LeVan stated in the press release announcing the revised transaction that " This amendmem to the 

merger agreemem reaffinns the decision of the Comail board that it is not willing to agree to the sale 

of Comail to Norfolk Southem.' 

21. Thus, by extending the lock-out provision and by announcing that the Conrail 

board simply will not consider selling Comail to NS, regardless of what might happen over the next 

two years, defendants are cominuing to attempt to coerce, manipulate and mislead Comail sharehoio-

ers imo delivering Comail to CSX despite the fact that NS is offering a plainly supenor transaction. 

In panicular. the newly amended lock-out provision, constimting a two-year abdication of the Comail 

directors' fiduciary duties, is illegal, ultra vir«. and fundamentally unfair under Pemisylvania law. 

and constimtes a breach of the Cor.-a.! directors" fiduciary- duties. Accordingly, plaintiffs seek a 

preliminary injunction bamng defen.iants from taking any funher steps toward consummation of the 

CSX Transaction umil the illegality of their conduct can be adjudicated. 
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NS Promptlv Responds 

22. On December 19. 1996. NS innounced that it increased its offer to SllS cash per 

Comail Share Thus, the currem NS Proposal has a value of at least SI billion more than the CSX 

Transaction 

Detendants Were Well Aware That A Superior Competing 
A.qiJisition Pmposal Bv NS was Inevitable 

23. For a number of years, certain members of senior management of NS. 

including David R Goode. Chainnan and Chief Execmive Officer of NS. have spoken m-merous 

times with semor managemem of Comail. including fonner Comail Chainnan and Chief Executive 

Officer. James A Hagen. and currem Comail Chainnan and Chief Execmive Officer, defendant 

David W LeVan. concerning a possible busmess combination between NS and Comail. Ultimately, 

Conrail managemem encouraged such discussions prior to Mr Hagen's retiremem as Chief Execmive 

Officer of Comail Comail discommued such discussions in September 1994. when the Comail 

Board elec'.wd Mr. LeVan as Comail"s Presidem and Chief Operating Officer as a step toward 

ultimately installing hun as Chief Execmive Officer and Chainnan upon Mr. Hagen's departure, 

24. Prior to 1994. senior management of NS and Comail discussed, from time to 

lime, opportunities for business cooperation between the companies, and. in some of those discus­

sions, the general concept of a business combination While the compames detenmned to proceed 

u ith certain business cooperation opponumt.es. including the Triple Crown Services jomt venmre, no 

decisions v̂ ere reached concenung a business combination at that time, 

25. In March of 1994. Mr. Hagen approached Mr. Goode to suggest that under 

the current regulatory env.romnem, Comail management now believed that a business combination 

between Conrail and NS 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 NS and 

Comail fe: the purpose of discussing regulatory- issues Following that meeting. Mr Gcxxle met with 

10 
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.Mr Hagen to discuss in general temis an acquisition of Comai! by NS. Thereafter, during the period 

fiom April through August 1994, management and semor financial advisors of the respective compa­

nies met on numerous occasions to negotiate the terais of a combination of Comail and NS. The 

panies emered into a confidemiality agreemem on August 17. 1994 During these discussions. Mr. 

Hagen and other representatives of Comail pressed for a premium price to reflect the acquisition of 

comrol over Comail by NS Imtially. NS pressed instead for a stock-for-stock merger of equals in 

which no comrol premium would be paid to Comail shareholders Comail managemem insisted on a 

comrol premium, however, and ultimately the negotiations mmed toward a premium stock-for-stock 

acquisition of Comail, 

26, By early September 1994, the negotiations were in an advanced stage. NS 

had proposed an exchange ratio of 1-to-l. but Comail managemem 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-l. and left the door open to an even higher ratio. .Vlr. Hagen then told .Mr. 

Goode that they could not reach agreemem because the Comail board had detenmned to remam inde­

pendent and to pursue a stand-alone policy. The meeting then concluded 

27. The 1.1-to-l exchange ratio proposed by Mr Goode in Septembei of 1994 

reflected r. substantial premium over the market price of Comail stock at that time If one applies 

that ratio to NS's stock price on October 14. 1996 - the day the Comail Board approved the CSX 

Transaction - it implies a per share acquisition price for Comail of over SlOl. Thus, there can be 

no ûestio.T that .Mr. LeVan. if not Conrail's Board, was well aware that NS would lik>-ly be willing 

and ?.bie to cffer more - to Comail's shareholders, rather than managemem. that is - than CSX 

woul":! offer for an acquisition of Comail. 
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Defendant LeVan .Actively Misleads NS Management In Order 
To Permit Him To Lock Ur The Saie of Conrail to CSX 

28 During the penod following September of 1994, .Mr Goode from time to time 

had conversations with .Mr Le\ an During virtually all of these conversations. .Mr Goode expressed 

NS's strong interest in negotiating an acquisition of Comail Mr. LeVan responded that Comail 

wished to remain independent. Nonetheless. Mr Goode was led to believe that if and when the 

Comail Board determined to pursue a sale of the company, it would do so through a process in which 

NS would have an oppormmty to bid 

29 .At Its September 24. 1996 meeting, the NS Board reviewed its strategic 

alternatives and determined that N'S should press for an acquisition of Comail. Accordingly. .Mr, 

Goode again contacted Mr LeVan to (i) reiterate NS s strong interest in acquiring Comail and (ii) 

request a meeting at which he could present a concrete proposal ,Mr LeVan responded that the 

Coma;l board would be holding a strategic planmng meeting that month and that he and Mr, Goode 

would be back in contact after that meeting. Mr Goode emphasized that he wished to commumcate 

.NS's position so that Comail's Board would be aware of it during the strategic planning meeting, 

Mr Le\'an stated that it was umiecessary- for .Mr Goode to do so. At that point, the conversation 

concluded 

30. Following September 24, .Mr LcVan did not contact Mr Goode. Finally, on 

Fridav. October 4. 1996, Mr Goode telephoned .Mr Le\'an .Mr Goode again reiterated NS's 

strong interest in making a proposal to acquire Comail. Mr. Le\"an responded that the Comail Board 

would be meeting on October 16. 1996, and assumed that he and Mr Hagen would contact .Mr 

Goode following that meeting Mr Goode again stated that NS wanted to make a proposal so that the 

Conrail Board would be aware of it Mr Le\'an suted that u was unnecessa-̂ - to do so. 
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CS.X"s Chairman Snow Contnbutes To Le\ an's Deception 

31. Several days prior to October 15. CSX's Chainnan. John W Snow publicly 

stated that he did not expect to see any major business combinations m the raiiroad industry fo: 

severa! years On October 16. 1996. the New York Times reported that " less than a week aso, Mr 

Snow told Wall Street analys's that he did not expect another big merger in the industry- (in the next 

few years) " 

On the Day Before the Purportedly Scheduled .Meeting of 
Comail's Board, Defendants Announce the CS.X Transaction 

32. To NS's surprise and dism,-iy. on October 15. 1996. Comail and CSX an­

nounced that they had entered into a definitive merger agreement (the "CSX Merger Agreement ) 

pursuant to which control of Comail would be sw iftly sold to CSX and then a merger would be 

consummated following required regulator, approvals As of the close of business on October 29, 

1996. the blended value of the original CSX Transaction was slightly more than S85 per Comail 

share The CSX Transaction includes a break-up fee of S300 million and a lock-up stock option 

agreement threatening substantial dilution to any nval bidder for control of Comail. Integral to the 

CSX Transaction are covenants substantially increasing Mr LeVan's compensation and guari. .teeing 

that he will succeed John W Snow. CSX's Chairman and Chief Executive Officer, as the combined 

company's CEO and Chainnan. 

CS.X .Admits That The Comail Board .Approved The CSX" Transaction Rapidlv 

33. On October 16. 1996. the New York Times reported that CSX's Snow on 

October 15. 1996. had stated that the multi-billion dollar sale of Comail in the CSX Transaction 

came together rapidly in the last two weeks.'" The Wall Street Joumal reported on October 16 that 

Mr Snow stated that negotiations conceriiing the CSX Transaction 'nad gone "very quickly." and 

much faster than he and .Mr. Le\'an had anticipated." On October 24. 1996. the Wall Street Journal 
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obsened that "[ijn reaching its agreement with CSX. Comai! didn't solicit other bids and appeared 

to complete the accord at breakneck speed. "' 

34. Thus. Comail's board approved the CSX Transaction rapidly without a good 

faith and reasonable investigation Given the namre of the CSX Transaction, w ith its draconian and 

preclusive lock-up mechanisms, the Comail Board's rapid apprô  al of the deal constimtes reckless 

and grossly negligent conduct. 

CSX's Snow Implies That the CSX Transaction Is a Fait Accompli 
and States That Comail's Directors Have .Almost No Fiduciary Duties 

35. On October 16. 1996, .Mr Goode met in Washington. D C with Mr Snow- to 

discuss the CSX Transaction and cenain regulatory issues that us consummation would raise .Mr 

Snow advised Mr Goode dunng that meeting that Comail's coumel and investment bankers had 

ensured that the CSX Transaction would be bulletproof."" implying that the sale of control of Comail 

to CSX IS now a fan accompli, Mr. Snow added that the "Pennsylvania stamte, " referring to 

Pemisylvania's Business Corporation Law. was "great' and t.hat Comail's directors have almost no 

fiduciary duties. Mr. Snow s comments were intended to discourage .NS from making a competing 

offer fcr control of Comail and to suggest that NS had no choice but to negotiate with CSX for access 

to such ponions of Comail's rail system as would be necessary to address the regulatory concems that 

would be raised by consummation of the CSX Transaction After Mr. Snow told Mr Goode what 

CSX was willing to offer to NS in this regard, the meeting concluded, 

NS Responds With A 'Superior Offer For ComaU 

36. On October 22. the NS Board met to review its strategic options m hght of 

the announcement of the CSX Transaction Because the NS Board belie%es that a combination of NS 

and Conrail would offer compelling benefits to both companies, their shareholders and their other 

constituencies, it detennined that NS should make a competing bid for Comail On October 23. 

1996. N'S publicly announced its intemion to commence a cash tender offer for all shares of Comail 
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stock for SlOO per share, to be followed, after required regulatory approvals, by a cash merger at the 

same price On October 24, 1996. NS. through .AAC. commenced the NS Offer 

CS.X Tells The Market That NS's Superior Proposal To .•\>.quire Comail Is .Nor Real 

37, CSX responded to the NS Proposal by attempting to lead the market to believe 

that the superior NS Proposal does not re "resent a real, viable and acmally available alternative to the 

CS.X Tramaction On October 24. 1996. the Wall Street Joumal reported 

CS.X issued a harshly worded statement last night that called .Norfolk's move a 
nonbid that would face inevitable delays and be subject to numerous conditions It 

said the Norfolk bid couldn't be approved without Comail's board, and notes that the 
merger pact [with CSX] prohibited Comail from terminating I'.s pact until mid-,Apri! 
It said the present value of the Norfolk bid was under S90 a ĥare because of the 
minimum six-month delay. .. 

On the same day. che New York Times reported that " a source close to CSX" characterized the .NS 

Proposal as a phantom offer "" 

38, These statements are an integral pan of defendants' scheme to coerce, mislead 

and mampulate Comail's shareholders to rapidly deliver control of Comail to CSX by creating the 

false impression that the N'S Proposal is not a viable and acmally available altematiNe 

CS.X Lures NS Into Settlement Discussions. Then Falsely Claims That NS 
Initiated The Talks In Orde- tc Destabilize The Market For Comail Shares 

39. Di:r:ng the weekend of .November 2 and November 3. representatives of NS 

and CSX met The meetings were held at the suggestion of CS.X. ostensibly for the purpose of 

exploring a settlement of the litigation between NS and CS.X and a resolution of issues raised by their 

respective offers to acquire Co^-ail CSX represented to NS that Comail was aware of these meet­

ings NS participated in the meetings consistent with its announced position favoring a balanced 

competition stmcture for Eastem railroad service, 

40. On the moming of November 4. 1996. however CSX issued a false and 

misleading press rel';ase tn which it claimed (i) that .\'S had initiated the discuss.oas and (2) tha: the 
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subject matter of the discussions was which pieces of Comail NS would purchase from CSX once 

CSX had purchased Comail m its entirety In fact. CSX had imtiated the talks, as stated above, and 

the talks involved both an acquisition by NS of Comail and an acquisition by CSX of Comail. and 

what assets the non-acquiring party would ultimately recer.e, 

41. CSX. with Comail's knowing participation, issued its false and misleading 

press release for the purpose of manipulating and destabilizing the market for Comail stock by 

creating the false perception that NS was not committed to its SlOO per share bid to acquire Comail. 

42. The CSX press release had its intended effect. On the moming of November 

4. Comail's stock price dived from S95'/4 to as low as S87 per share on heavy volume. 

43. Later that morning, NS issuec I's own press release, explaining that it was 

CSX that initiated the talks w -h NS. that NS remained commuted to its offer to acquire Comail for 

SlOO per share, and that the financing condition to its ofier had been satisfied, 

44 Following NS's anno'incement, Comail's stock price retumed to levels at 

which It had traded prior to CSX's false and misleading press release Comail stock closed the day 

down Sl-5 8, at S93-5 8 

45, CSX"s mampulative tactics are not surprising, given CSX's previous willing­

ness to employ disinformation against the financial markets. As noted abo\e, CSX's Snow had told 

analysts days prior to announcement of the CSX Transaction that he believed th:: a major rail merger 

was unlikelv in the near ftimre On November 6. the Wal] Street Joumal reported: 

[SJome .analv.ts think they will have trouble tmsting CSX in the ftimre Two weeks 
before the announcement of a CSX-Comail combination. Mr Snow told analysts that 
ftirther rail mergers may be inevitable, but not unminent. citing the backlash against 
Union Pacific Corp"s S3 9 billion takeover of Southem Rail Corp, 

" I took that to mean that CSX certairJy wouldn't be leading an acqu.sition attempt 
soon, and that was a sensible plan of action" said .Ant.hony Hatch, an analyst at 
Norwesi Securities Corp I found their subsequent merger announcement to be 
stanline to say the least 
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Defendants Are Forced To .Amend The Cnnrail Poison Pill To Avert A Near Disaster 

46. ,As noted above and explained more fully below. the Poison Pill Lock-In 

feature of the CSX .Merger .Agreement purports to prevent the Comail board from taking action with 

respect to the Comail Poison Pill without CSX's consent Yet. due to commencement of the NS 

Offer, such action was required in order to prevent a "Distribution Date" from occuning on 

.November 7. 1996 If the Distribution Date had been permitted to occur, then Comail would have 

been incapable of engaging in a business combination other than the C£ X Transaction as originally 

agreed to on November 14, 1996. until the year 2005, 

47. Comail's directors had thus placed Comail in grave strategic jeopardy by 

agreeing to the Poison Pil! Lock-In provision. Essentially, the Comail board had placed itself at 

CSX's mjrcy. with CSX having no obligation to act ether than m 'fs own best interests. What is 

worse, the Comail directors were completely unaware that they had done so until NS pointed the 

problem out to counsel fcr Comail and Comail was forced to call a special board meeting to address 

the matter Thus. :n then .haste to approve and lock up the CSX Transaction. Comail's directors 

acted with extreme recklessness, 

48. Because Comail refused to give assurances to plaintiffs thar its Boa d would 

take action to postpone the Distribution Date (which it could do only with CSX's consent), NS was 

forced to file a motion for a temporary- restraimng order The Court scheduled a hearing on the 

motion for noon on November 4, 1996, 

49. Just hours prior to the scheduled hearing, the Comail directors met for the 

purpose of attempting to extricate Comail from the grave jccpardy into which their reckless conduct 

had placed it The Conrail directors adopted a resolution postponing the "Distnbution Date" of the 

Conrail Poison Pill until the tenth business day following the oate on *hich any person acquired 10% 
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or more of Conrail's stock. .Aithouph it had no obligation to do so, CSX assented to this postpone­

ment ,As a result, the Court denied NS's application for a temporary restraimng order is moot. 

Defendants Announce That They Ha\e Restmcmred The CSX Transaction 
B\ Substantially Front-End Loading The Cash Tender Offers In Ordc* To 
Stampede Shareholders Into Effectively Foreclosing The NS Proposal 

50. On November 5. 1996. the Comail board met The results of that meeting 

were armounced on November 6. 1996 In tha: a.mouncement. defendants disclosed that the cash 

tender offers contemplated b, the CSX Transaction had been substantially front-end loaded That is. 

the cash price offered to C«.,i.;z:l shareholders in the i.utial CS.X cash tender offers was increased from 

S92,50 pt • share to SI 10 per share, while the stock consideration to be paid in the follow-up merger 

remains the same 1.85619 shares of CSX stock for each Com'ail share. Based upon the closii g sale 

price of CSX stock on November 7. 1996. 1.85619 shares were worth apnroximately S82.14. 

51 Defendants also announced that the timing of the steps toward completion of 

the CSX Transaction had been changed The special meeting of Comail shareholders for the purpose 

of voting on the Charter .Amendment, originally scheduled for November 14, -̂ as postponed until a 

date that defendants stated would likely fall in December 1996, and that has now been set at 

December 23. 1996. Further, the expiration date of the CSX Offer was extended frc.i midmght on 

November 15 to rmdnight of November 20, 1996 

52. .Accordi'igly, defendants planned to close a firs: tender offer for 19,9% of 

Comail's shares on November 20, p'lor to the vote on the Charter .Amend:nent, If the Charter 

.Amendment is approved, defendants plaimed to proceed with a second front-e.-'.'l loaded tender offer, 

after which CSX will have acquired 40% of Comail's stock, constimting effective control and 

foreclosing the .NS Proposal as an altemative for Comail's shareholders. 

53. Both the front-end loaded stmcmre of the CSX Offers and the perceived risk 

that the NS Proposal will not be consummated due to the dracoman defensive measures adopted by 
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the defendants exerted and continue to exert tremendous coercive pressure upon Comail shareholders 

to tender their shares to CSX, 

54. ,A November 10. 1996 Philadelphia Inquirer article summed up the coercne 

situation created by defendants succinctly: 

[Comail shareholders] face a daunting dilemma, which was deliberately constmcted 
for them by CS.X's attomeys and investment bankers. They can either tender their 
stock to CSX - that is. wl'fer it up to CSX for sale - by .Nov. 20. or hold back and 
risk getting a lower price if [CSX] ends up the successful bidder for Comail. 

55. In their Schedule 14D-9 disclosures, defendants admined the coercive design 

and effect of the revised CSX Transaction 

Shareholders should also be aware that shareholders may decide to tender their Shares 
to CSX m the CSX Offer and the Second CSX Offer, if applicable (even if they 
believe that the Proposed Norfolk Transactions, if they could be effected, would have 
a higher value to shareholders than the CSX Transactions), because shareholders may 
conclude lhat sufficient Shares will be tendered by other shareholders and that failure 
to tender will result in the non-tendering shareholders receiving only CSX shares 
which, based on cunent market pnces. have a per Share value that is significantly less 
that the SI 10 per Share being offered in the CSX Offer and the Second CSX Offer, if 
applicable, may succeed regardless of the perceived relative values of the CSX Trans­
actions a.'id the Proposed Norfolk Transa;;'ioriS. 

56. CSX anl Comail issued a joint press release on .November 6 to announce the 

revised CS.X Transaction In tha* press release, defendants made several ia,'oe and misleading 

statements calculated to affec the decision making of investors with respect to the CSX Offers and the 

NS Offer, 

57. For instance, defendants stated in the press release that Comail's " board of 

directors carefully considered the relative merits of a merger with .Norfolk Southem rather than w ith 

CSX " However, review of tlie faimess opimon leners from Lazard Freres & Co. and .Morgan 

Stanlev attached to .Amendment N'o. to Comail's Schedule 14D-9 w-ith respect to the CS.X Offer 

re-.eals that this representation is false. Both Lazard Freres and Morgan Stanley included a specific 

caveat to their letters to Comail's board: 
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[.\]t your request, in rendering our opinion, we did not address the relative merits of 
the [CSX Transaction], the [NS Offer] and any altemative potential transactions. 

Even were shareholders to discover this caveat, the stark contrast between it and the contrary-

statement in the joint press release will no doubt leave shareholders wondering just what the tmth is. 

58. The joint press release also quotes CSX Chairman Snow as claiming that CSX 

and C'..Tail have cor.veniently discovered an additional Si80 millior of synergies that will be 

realized through thf " CSX Transaction, over and above the $550 million m anticipated savings 

originally claimed. This claim of "newly discovered" synergies is material to investors" decisions 

w ith respect to the CSX Offer and the NS Offer because the claim bears directly upon the value of the 

follow-up stock merger consideration offered by CSX. The sudden discovery of such additional 

svnergies is highly suspect, since the announce:iient coincides with an increase in the cash offered in 

ths front f.nd of the CSX Transaction, which increase would otherwise be expected to negatively 

impact the value of the back end merger. Making matters worse, defendants have failed to disclose 

any details of or suppon for these claimed "newly discovered" synergies 

NS Raises Its All Cash Offer For All of Comail's Shares to $110 Per Share 

59. On November 8, 1996, NS announced that it had raised its offer to acquire all 

of Comail's outstanding shares to $110 cash per share. This represented, on a per share basis, a 

nearlv S17 per share margin over the November 8 blended value of the CSX Transaction of ^proxi­

mately S93 per share. In the aggregate, CSX's offer amounts to approximately S8.5 billion, while 

NS's Proposal is $10 billion cash on the banel. Thus, the challenged conduct of defendants threatens 

a massive Si,5 billion loss to Comail's shareholders 
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Unable To Persuade CSX To Improve The Fmancial Terms Of The CS,X 
Transaction. The Comail Board Is Forced To Reaffirm Its Suppon For 
The Inferior CSX Deal .And To Reiect NS's Improved Superior Bid 

60, On .November 12. 1996. the Comail Board met Upon information and 

belief, the topics discussed by the Comail board at r.hat meeting were (i) whether a revision of the 

CSX Transaction could be negotiated that w ould improve its financial terms for Comail shareholders 

and (li) what response should be made to NS's improved offer of SllO per Comail share, 

61, .Apparentlv, Comail D̂ 'as unable to negoti'.e an improvement in the financial 

consideration offered to Comail shareholders in the CSX Transaction Nevertheless, because of the 

270-day lockout provision in the CSX Merger .Agreement, the Comail board was forced to maintain 

its recommendation that shareholders tender their shares to CSX and suppon the CSX Transaction and 

to recommend that shareholders reject the superior NS bid of SI 10 per share 

Defendants Represent That The CSX Transaction Might Be Improved 

62, In a joint press release dated November 13, 1996, Corrail and CSX stated 

that "CSX and Com-ail also stated that they have been having, and continue to have, discuss, s 

relatine to an increase in the value of the consideration payable upon consu-mnation of the CS.X-Con-

rai! merger There can be no assurance as to when or if any such modifications will be made." 

The Fust Preliminary Iniunction Heanng 

63, On November 18 and 19, th;s court heard the parties' presentations on 

plaintiffs' morion for a prelirmnary injunction. 

64, i'During the hearing, defendants contended, contrary to plaintiffs' position that 

Comail shareholders are being illegally coerced to tender shares to CSX, that Comail shareholders 

have a choice of whether to or not accept the CSX Transaction since they would be asked to vote on 

the Chaner .Amendment: 
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(a) Comail Director Furlong Baldwin testified that "No one has taken 

the shareholder's vote away from he or she. No one has taken it av av To get 

this thing done, it i;quires a shareholder's vote," 

(b) Cc msel for CSX represemed 'he Court as follows: "Here, of 

course, this transaction [the CSX Transaction] isn't going to go forward at all 

unless there's the opt out in December." 

(c) CSX's counsel ftirther represented to the Court that "Well, n 

one was suggesting that the directors can take away a vote that shareholders are 

entitled to under the stauie. that's nor happening here " 

(a) Finally. CSX's counsel told the Court that "[T]here's going to be 

a proxy fight between now and the December meeting. And at that meeting, the 

shareholders will decide wheiher or not to opt out " (emphasis added). 

These representations by defendants were not lost upon the Court. In its oral mling. th«* Court 

observ ed "[.A]ll or a majority- of the shareholders could vote against the proposed opt-out of sub­

chapter E 

65. .Also during the hearing, defendants repeatedly suggested that the terms of 

the CSX Transaction might be improved: 

(a) Comail director E Bradley Jones emphasized during his cross 

examination on November 19 ihat, I think the process is still continuing The 

simation as it sits tcxlay is one that hopefully is going to be repi *sented in 

continuing discussions, as I belli ve we indicated in a press release between our 

corporation and CS.X. and I am hopeful that we're going to be recognizing im­

proved values. " 
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(h) Jones conceded that as of that date, CSX still had made no 

commitment to improve the valuc of the consideration being proposed in the CSX 

.Merger. Further, he testified that his only basis for believing the terms of che 

CS.X Merger might be improved was that "[CSX] would recognize that if the 

Comail shareholders vote against the opt-out they'll have 19.9 percent of our 

stock and the value of their stock is liable to decline appreciably if they lose." 

(c) Although Jones testified that "[the Comail Board was] hopeful 

that that process is going to cc.itinue and that that w ill not be a speculation in the 

fumre." he conceded lhat the Comail stockholders are being forced to bear the 

risk of no increase in the CSX Merger consideration I think that is a risk that 

they're aking." 

(d) Similar statements were made by CSX's Chairman, John Snow, 

during his cross exa-mination on November 19, 1996. For example. Snow 

testified that "we're in discu: ons about some enhancement of value or protec­

tion of value on the back end of the transaction.' 

These statements were intended to ftirther coerce and mislead the Comail stockholders to believe 

that the temis of the CSX Metj^er. then valued at only S82.37 as uf November 15, 1996, wo'Jd 

be improved, so that the Comail shareholders would lender into the first step tender offer that 

was set to close on November 20, 1996. 

63, This Court issued its mling denying plaintiffs' motion for a preliminary 

injunction from the bench on the evening of November 19, In its mling, the Coun held that it 

had not been established that plaintiffs were likely to succeed on the merits of their claims, 

64 Plaintiffs immediaK.-h filed a notice of appeal and motions for injunction 

pendmg appeal and for expedited treatment of the appeal, 
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65, The following afternoon, on November 20. the United Sta'ss Coun of 

.Appeals for the Third Circuit denied plaintiffs' motion for an injunction pending appeal, 

Dcfend.ints Succeed In Coercing Comail's Shareholders 
Into \'3silv Oversubscribing The CSX Offer 

66. The CSX Offer expired at midnight on November 20. CSX promptly 

accepted for paymem the entire 19.9% of Comail's shares that it had offered to purchase. 

Because approximately 85% of Comail's shares were tendered, CSX was required to accept the 

tendered shares on a prorata basis. 

67. As a result of consummation of the first CSX Offer, defendants gained a 

substantial leg up in the vote on the Chaner Amendment scheduled for December 23, Also, 

consummation of the first CSX Offer purportedly bars Comail, under Section 4,2 of the Revised 

Merger ,Agreement. from providing information to. and negotiating with a competing bidder, 

even if the fiduciary duties of its directors require such actions. Finally, upon information and 

belief, consummation of the first CSX tender offer caused a "control transaction" to occur with 

respect to Comail under subchapter 25E of the PBCL. See Count Twenty-Five, infra. 

68. Despite consiunmation of the first CSX Offer, plaimiffs continue their 

appeal of this Court's first preliminary injunction mling. Until the shareholder vote on the 

Charter Amendment is held. CSX's power to vote the shares acquired will be subjec* to the 

equitv power of the Cour:. and even thereafter, if the vote is held and thereafter found to have 

• > 
been tainted by the vote cf CSX's illegally acquired shares, the Court could declare the vote 

invalid. The New Special Meeting: Defendants Attempt to Convince C --:ra:!'s Sharehok'ers That Resistance is Futii' 69. On .November 25. l'-"';̂ 6. Comail issued a Notice of Special .Meeting of Shareholders and a definitive proxy statemem. This special meeting (the "New Special Meet-24 
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ing"). to be held for the purpose of conducting a vote of Comail's shareholders on the Charter 

.Amendment, was scheduled to be convened on December 23. 1996. 

70. However, while defendants contended before this Court that Cc mail's 

shareholders would have a choice with respect to the CSX Transaction since they will vote on 

whether the Charter Amendment will be adopted or not. m fact defendants determined to leave 

them no choice 

Under the Merger Agreemeni, Comail has agreed not to convene, 
adjourn or postpone the Special Meeting without the prior consent of CSX. which 
consent will not be umeasonably withheld As a result, it is expecied that the 
special meeting will not be convened if Comail has rot received sufficient 
proxies tc assure approval of the Proposal Under the Merger ,Agreernent. either 
CSX or Comail can t-equire that additional special meetings be held for the 
purpose of considering the Proposal, and a new record date could be set for any 
such special meeting (a new record date would be required if such meeting is 
held after Febmary 3. 1997). 

71. The Philadelphia Inquirer on November 28. 1996 capmred the essence of 

what defendants were attempting to do succinctly: 

.As elections go. this one might have been devised in the old K'emlin: 
Comail shareholders are scheduled to vote December 23 on a proposal . lat will 
likelv decide t.he Philadelphia railroad's fumre If thev approve the management-
endorsed proposal Comail's planned S8.5 billion merger with CSX Corp. wi'l 
move forward. If the shareholders don't approve ... they won't vote. 

* » » • 

In other words, count ballots first, then hold the vote - after we've won. 

72. Thus, defendants were telling Comail shareholders that the only vote lhat 

th:v will count as effective is a "for" vote. Defendants were essentially saying that "against" votes 

are futile, since there is no scenario in which the New Special .Meeting will result in a vote re­

jecting the Charter .Amendment, and. by implication. lejecting the C^X Transaction. 

73 Moreover, by ftirther announcing that successive additional special 

meetings could be held for the purpose of voting upon the Charter .Amendment, defendants 
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attempted to discourage opposition and coerce approval The intended message was plain: 

Resistance is futile, 

74. Plaintiffs contended that by entering into the Revised Merger .Agreement, 

which includes a covenant subjecting the Comail Board's actions regarding the voting process to 

CS.X's consent, the Comail directors have once again improperlv delegated their managerial 

responsibilities. Moreover, plaintiffs comended that, acting in concert with CS-v. the Comail 

directors are mampulaimg me processes of corporate democracy by scheduling the New Special 

Meeting, announcing that they will pemut the vote to proceed only it they are assured of victory, 

and further announcing dial they may pursue successive special meetings until the shareholders 

submit Such conduct constimtes a breach of the Comail directors' fiduciary duties, aided and 

abetted by CSX, as well as fraudulent, coercive, and fundamentally unfair conduct. The Court 

scheduled a hearing for December 17. 1996 on plaintiffs' motion for a preliminary injvjiction 

against postponement of the December 23 vote. 

The Second Front-End Loaded CSX Offer 

75. On December 6. 1996. CSX commenced a second front-end loaded tender 

offer to purchai.e up to a aggregat'.* of 18.344.845 Comail shares at SllO each per share (the 

Second CSX Offer") The Second CSX Offer is conditioned on, among other things, arproval by 

Comail's shareholders of the Charter .Amendment, 

76. The Second CSX Offer is coercive m precisely the same mamier as was the 

first In their Defimtive Proxy Statement, the Comail defendants admit: 

"Shareholders should be aware that if the [Charter .Amend­
ment] is approved and CSX is therefore in a position to consum­
mate the Second CSX Tender Offer for approximately 20 1% of 
the fullv diluted Shares, shareholders may decide to tender their 
Shares to CSX leven if they believe that the Norfolk Offer (as 
defined below ), if it couid be effected, has z higher value) because 
shareholders may conclude tha: sufficient Shares w ill be tendered 
bv other shareholders and that failure to tender will result in the 
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non-tend'.ring shareholders receiving only CSX shares pursuant to 
the .Mrrger which, based nn cunent maiket pnces. nave a per 
Share value that is less than the amount to be offeree in the Second 
CSX Tenr.cr Offer Therefore, if the Proposal is approved, the 
Second C.>X Tender Offer may succeed regardless of the perceived 
relative values of such offer and the Noifolk Offer." 

The Second Preliminan Inmnction Hearing 

77. On December 17. i996. this Court conducted a hearing on plaintiffs' 

motion for a preliminary injunction against postponement of the December 23 vote. .Aftei hearing 

the presentations of the parties, the Court entered an order requiring the Decen-ber 23 vote to 

proceed absent any intervemng material events The Court viewed the defendants' "rolling 

meeting" tactic as ""fundamentalh unfair and as a "sham election". 

78. The Court's mling conums an important unplicit message; Resistance is 

not ftitile Comail's directors ao indeed have fiduciary- duties, and are charged with an obligation 

of »ai'r:e«s tc Comail's shareholders m the conduct of corporate elections Moreover, the Comail 

board's decisions are not the final word with respect to the sale of Comail ~ Comail s sharehold­

ers will have an oppormnity- to elect a new board of directors no later than December 1̂ 97. 

Recognizing that they w ill not Be Penmned To 
Manipulate The Charter .Amendment Vote By Successive 
Pcsmonements and That They Would Lose The December 23 
Vote, Defendants .Adopt .An Even More Desperate Tactic: 
Defendants .Announce .A Paper Improvement To The Back-End 
CSX Merger Consideration .And Extend The Lock-Out Provision 
to Two-'̂  ears - One Year Past Che Next Election of Directors 

79. On December 19. 1996. just two days after this Court's issuance of its 

preliminary injunc'ion requiring the December 23 vote to be held, defendants announced new-

terms to the CSX Transaction. The consideration to be paid in the back end merger would be 

modified to include, in addition to the 1.85619 shares of CSX stock per Comail share, an 
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additiona! purported S16 worth of CS."̂  convertible preferred stock per Comail share Moreover, 

defendants announced that the 270-Day Lock-out provision had been extended to expire not in July 

1997. but instead, over two-vears frcm now. on December 31. 1998, Significantly, this extension 

purportedly would extend beyond the next required election of Comail s directors by M least one-

\ear. thus purporting to bind not only the curre..' Comail board, but also any newly elected board. 

80, Thus, again the defendants are seeking to convey the plain message to 

Comail's shareholders that resistance is futile In other words, defendams are telling Comail's 

shareholders that even if they vote against the Charter .•̂ jnendment. ev en if they vote against the 

CS.X .Merger, and even if they vote tc remove the current Comaii Board and replace it with new 

directors who would support a sale of Comail for the highest reasonably available price, the 

superior .NS proposal would still not be available to them until at least one year after replacement 

of the Corirail Beard 

81. This latest tactic continues defendants' attempts to coerce, manipulate, and 

mislead Comail's shareholders imo delivering Comail to CSX. 

NS Pr.-'mpth Responds 

82 On December 19. 1996. NS announced that it increased its offer to $115 

;ash per Co:":ail share Thus, the current .NS Proposal has a value of at least SI billion more than 

the CS.X Tra.Tsaction. 

The CS.X Transaction 

83 Consistent with Mr Snow s remarks, discussed above, that Comail's 

;̂ \isers had ensured that the CSX Transaction is "bullet-proof" and that Comail's directors have 

aimos: no fiduciary dunes, the CSX .Merger .Agreement contains draconian "lock-up" provisions 

which are unprecedented These provisions are designed to foreclose success by am competing 
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bidder for Comail and to protect the lucrative compensation increase and executive succession deal 

promised to defendant Le\'an by CSX. 

The Poison Pill Lock-In 

84 The CSX .Merger Agreement purports to bind the Comail board not to take 

any action with respect to the Comail Poison Pill to facilitate any offer to acquire Comail other 

than the CSX Transaction At the same time, the Comail board has amended the Comai! Poison 

Pill to facilitate the CSX Transaction. 

85, Because of certain unusual provisions to the Comail Poison Pill Plan -

which provis.oiis. as noted below, not only were not disclosed in the Schedule 14D-1 filed with the 

Securities and Exchange Commission or in the Offer to Purchase circulated to Comail's stockhold­

ers by CSX. or in the Schedule 14D-9 circulated to Comail's shareholders by Comail. but were in 

fact affirmatively misdescribed m CSX's Schedule 14D-1 and Offer to Purchase - the provision in 

the CSX Merger .Agreement barring the Comail Board from taking action with respect to the 

Comail Poison Pill threaieiied grave, imminent and irreparable harm, lo Comail and all of its 

constimencies. 

86. The problem was that on November 7. 1996. a "Distnbution Date ", as that 

tenn is defined in the Comail Poison Pill Plan, would have occurred. Once that were to happen, 

the " Rights issued under the Plan would no longer be redeemable by the Comail Board, and the 

Plan would no longer be capable of amendment to facilitate any takeover or merger proposal. Put 

simph . once the Distribution Date occurs. Comail's directors would have no control over the 

Comail Poison Pill's dilutive effect on an acquiror Because of the dracoman effects of the poison 

pi!! dilution on a takeover bidder, no bidder other than CSX would be able to acquire Comail until 

the poison pill rights expire in the year 2005, regardless of whether such other bilder offers a 

transaction that is better for Comail and its legitimate constimencies than the CSX Tramaction. 
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Funher. not even CSX would be able to acquire Comail i a transaction other than the CSX 

Transaction In other *ords. if Comail were not acquired by CSX m the CSX Transaction for the 

k-\ el of cash and stock originally offered by CSX, then it appears that Comail would not have 

been capable of being acquired until at least 2005 In essence, as a result of the Poison Pill Lock-

In. Comai! was about tc swallow us own poison pill. 

87. Poison Pills - typically refened to as "shareholders rights plans' by the 

corporations which adopt them - are normally designed tc make an unsolicited acquisition prohibi­

tively expensive to an acquiror by diluting the value and proportional voting power of the shares 

acquired. 

88. Under such a plan, stockholders receive a dividend of originally 

uncertificated, unexercisable rights. The rights become exercisable and certificated on the so-

called Distribution Date. " which under the Comail Poison Pill Plan was until recently defined as 

the earlier of 10 days following public announcement that a person or group has acquired 

beneficial ownership of 10% or more of Comail's stock or 10 days following the commencement 

of a tender offer that would result in 10% or greater ov nership of Comail stock by the bidder. 

On the Distribution Date, the corporation would issue certificates evidencing the rights, each of 

which would allow the holder to purchase a share ol stock at a set price. Imtially. the exercise 

price of poison pill rights is set very- substantially above market to ensure that the rights will not be 

exercised Once rights certificates were issued, the rights c^-jid trade separately from the associ­

ated shares of stock. 

89. The provisions of a poison pill plan that cause the dilution to an acquiror's 

position in the corporation are called the "flip-in" and "flip-over" provisions. Poison pill rights 

typically ' flip m when, among other things, a person or group obtains some specified percentage 

of the corporation's stock, in the Comail Poison Pill plan. 10% is the "flip-in" level. Upon "flip-
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ping m." each right would emitle the holder to receive common stock of Comai! having a value of 

twice the exercise price of the right That is. each nght would pemut the holder to purchase 

newly issued common stock of Ccmaii at half price (specifically. S410 wonh of Comail stock for 

S205). The person cr group acquiring the 10% or greater ownership, however, would be ineligi­

ble to exerci.ŝ  such rights In this wav. a poison pill plai dilutes the acquiror's equity and voting 

position. Poison pill rights ' flip over" if the corporation engage: in a merger in which it is not the 

sun iving emity. Holders of rights, other than the acqu-ror, would then have rhe nght to buy stock 

of the sunivmg ?mity at half price, again dilming the a-̂ u,̂ or's position. The Comail Poison Pill 

Plan contains both a "flip-in' provision and a "flip-over " provision, 

90. So long as corporate dire;tors retain :he power ultimately to eliminate the 

anti-takeover effects of a poison pill plan in the cvcm that they ;onclude that a particular acquisi 

tion would be in the best interests of the corporation, a poison pill plan can be used to promote 

legitimate corporate imerests Thus, typical poison pill plans reser\-e power in a corporarion's 

board of directors to redeem the rights in toto for a nominal paymem. or to amend the poison pill 

plan, for instance, to exempt a particular transaction or acquiror from the dilutive effects of the 

plan 

91. The Comail Poison Pill Plan contains provisions for redemption and 

amendment However, an unusuil aspect of the Comai! Poison PU! Plan is that the power of 

Conrail's directors to redeem the rights or amend the plan to exempt a particular transaction or 

bidder terminates on the Distribution Date \Miile the Comail Poison Pill Plan gives Comail 

directors the power tc effectively postpone the Distnbution Date, the CSX Merger Agreement 

purports to bind them contractually not to do so Thus, the Distribution Date under Comail's 

Poison Pill Plan would hav e occurrec on November ". 1996 - ten business days a:fer the date 
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when NS commenced the (Jffer - and Comail's directors had entered into an agreement which 

purports to tie their hands sc that they could do nothing to prevent it. 

92. Iromcally. the specific provisions of the CSX Merge- Agreement which 

purport to prevent the Comai! directors from postponing the Distribution Date are the \ erv same 

sections which require Comail to exempt the CSX Transaction from the Comail Poison Pill - Sec­

tions 3.1(n) and 5 13. Section 3.1(n) provides, m pertinent part: 

Green Rights Agreement and Bv-laws (A) The Green Rights .Agreement has been 
amended (the "Green Rights Plan Amendment") to (u render the Green Rights 
Agreement inapplicable to the Offer, the Merger and the other transactions contem­
plated by this .Agreement and the Option .Agreements and (ii) ensure that (y) 
iieither VVTiite nor any cf its wholly owned subsidiaries is an Acquiring Person (as 
defined in the Green Rights Agreement) pursuant to the Green Rights Agreement 
and (z; a Shares Acquisuion Date. Distribution Date or Trigger Event (in each case 
as defined in the Green Rights Agreement) does not occur by reason of the 
approval, execution or delivery of this Agreement, and the Green Stock Option 
.Agreement, the consummation of the Offer, the Merger or the consummation of 
the other transactions contemplated by this Agreement and the Green Stock Option 
.Agreement, and the Green Rights ,Agreement mav not be further amended bv 
r.rpen w iihoul the pnot consent of V̂ Tiite m its sole discretion, (emphasis added) 

Section 5.13 provides, in pertinent part: 

The Boaro of Directors of Green shall take all ftirther action (in addition to that 
referred lo m Section 3.1(n)) reasonably requested m wrumg by "WTiiie (including 
redeeming the Gic»n Rights immediately prior to the Effective Time or amending 
the Green Rights Agi?emem» in order to rendei the G'ren Rights inapplicable to 
the Offer, the Mergei and the other transactions contemplated by this Agreement 
and the Grec-ii StOvk Option Agreemem. Except as provided above with respect to 
the Offer, the Merger and the other transactions contemplated by this Agreemem 
ana the Green Stock Option Agreemem, the Board of Directors of Green shall not 
(a) amend the Green Rights .Agreemem or ("b) take any action with respect t \ or 
make anv detennination''under, the Green Rights Agreement, including a reiemp-
tion of the Green Rights or anv action to facilitate a Takeover Proposal m respect 
of Green. 

93. Thus, although under the Comail Poison Pill Plan the Comail Board is 

empowered to detenniner] bv action prior to such time as any person becomes an Acquiring 

Person " that the Distribution Date will occur on a date later than November 7. the Comail board 

had contracmally purported to bind itself not to do so 

32 

337 



94. If the Distribution Date had been peimitted to occur. Comail. its share­

holders, and its other constiments would have faced catastrophic irreparable injury-. If the Dis­

tribution Date occurs and then the CSX Transaction does not recur for anv- number of reasons -

fcr instance, because (i) the Comail shareholders do not tender sufficient shares in the CSX offer 

(ii) the Comai! shareholders do not approve the CSX merger, (iii) the merger does not receive 

required regulatory- approvals, or (iv) CSX exercises one of the conditions to its obligation to 

complete us offer - Comail would be essentially incapable of being acquired or engaging in a 

business combination until 2005. This would be sc regardless of the benefits and strategic 

advantages of any business combination which might otherwise be available to Comail. In the 

present environment of consolidation in the railroad industry, such a disability would plainlv be a 

serious irremediable disadvantage to Comail. its sl areholders and all of its constimencies. 

95. .As a result of plaintiffs' demand that the Distribution Date be postponed 

and of their motion for a tempoiary restraining order, the Comail board met on November 4, 

hours prior to the scheduled hearing on plaintiffs' motion, and. with the required permission of 

CSX, extended the Distnbution Date until ten days after any person acquires 10% or more of 

Comail's shares. As a result, the Court demed plaintiffs" motion as moot. 

The Two-'̂  ear Lock-Out 

96. Setting aside the Poison Pill Lock-In, the CSX .Merger Agreement also 

contains an unprecsderiteu provision purporting to bind Comail's directors not to termmate the 

CSX .Merger .Agreement for two years regardless of whether their fiduciary- duties require them to 

do so The poninent provisions appear in Section 4.2 of the CSX Merger Agreement. Under that 

section. Coma.l covenants not to solicit, imtiaie or encourage other takeover proposals, or to 

provide infoimation to any party interested in making a takeover proposal The CSX .Merger 

.Agreement builds in an exception to this prohibition - it provides that prior to the earlier of the 

33 

338 



closing of the first CSX Offer and Comail shareholder approval c the CSX Merger, or after 

December 31. 1998. if the Comail board detennines upon advice of counsel that its fiduciary 

duties require it to do so. Comail may provide information to and engage m negotiations with 

another bidder Consummation of the first CSX offer resulted, under this provision, in barnng 

Comail from providing infonnation to or negotiating with a competing bidder until after expiration 

of the Two-Year Lock Out However, inclusion of the "fiduciary- out' language -n Section 4,2 

plaiiiy indicated that tne drafters of the CSX .Vtcrger Agreemem - no doubt counsel for Comail 

and CSX - recogmze that there are circumstanres in which Comail's directors would be required 

bv their fiduciary duties to consider a competing acquisition bid. 

97. However, despite the recogmtion m the CSX Merger Agreement that the 

fiduciary- duties of the Comail Board may require it to do so. Section 4.2(b) of the agreement (the 

"Two-Year Lock-Out") purports to prohibit me Comail Board fiom withdrawing its recommen­

dations that Comai! shareholders tender their shares in ihe CSX Offer and approve the CSX 

Merger until December 1998 Likewise, u prohibits the Con ail Board from tenmnating the 

CSX Merger Agreement, even if the Comail Board's fiduciary- duties require it to do so, for the 

same period. 

98. Thus, despite the plain contemplation of circumstances under which the 

Comail Board's fiduciary duties would require it to emenain competing offers and act to protect 

Comail and its constimencies by (i) withdrawing us recommendation that Comail shareholders 

approve the CSX Transaction and (li) tenrinaiing the CSX Merger Agreemem, Comail's Board 

has seen fit to disable itself contracmally from doing so. 

99. As with the Poison Pill Lock-In. this "Two-Year Lock-Out" provision 

amoums to a complete abdication of ihe duty of Comail's directors to act m the best interests of 

the corporation. V.'ith the Two-Year I ock-Out. the Comail directors have deiemuned to take a 
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twc-v ear leave of absence despite their apparent recognition that their fiduciary- duties could 

require them tc act during this critical tune. 

100. The effect of this provision is to lock out competing superior proposals to 

acquire Comail until December 31. 1998. thus giving the CSX Transaction an unfair time value 

advantage ever other offers and adding to the coercive effects of the CSX Tramaction 

101. Because it purports to restrict or liimt the exercise of the fiduciary duties of 

the Comail directors, the Two-Year Lock-Out provision of the CSX Merger Agreement is ultra 

vires, void and unenforceable Moreover, because the Two-Year Lock-Out would purport to bind 

a newly-elected Comail board, it is ultra vires, void and unenforceable Further, bv agreeing to 

the Two-Vear Lock-Out as pan of the CSX Merger Agreement, the Comail directors breached 

their fiduciary duties of loyalty and care. 

Rapid Transfer of Control 

102 The CSX Transaction is stmcmred to include ,i) the now-completed first-step 

cash tender offer fcr up to 19,9% of Comail's stock. (lU an amendment to Comail's chaner to opt 

out of coverage under Subchapter 25E of Pennsylvania's Business Corporation Law (the "Cl aner 

Amendment ). which requires any person acquinng control of over 20% or more of the corpora­

tion's vcting power to acquire all other shares of the corporation for a "fair pnce." as defined in 

the stamte. in cash, i iii) following such amendment, an acquisition of additional shares which, in 

combination with other shares already acquired, would constimte at least 40% and up to approxi­

mately 50% of Comail's stock, and (iv) following required regulator.- approvals, consummaiion of 

a follow-up stock-for-stock merger 

103, Thus, once the Chaner Amendment is approved. CSX will be in a position 

to acquire either effective or absolute comrol over Comail. Comail admits that the CSX Transac­

tion contemplates a sale of control of Com-ail. In us preliminary proxy materials filed with the 
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Securuies and Exchange Commission. Comail stated that if CSX acquires 40% of Comail's stock, 

approval of the merger will be vinually cenam. " CSX could do so either by increasing the 

number of shares it will purchase by tender offer, or, if tenders are insufficient, by accepting all 

tendered shares and exercising the Stock Option CSX cculd obtain "approximately 50 percent" of 

Comail's shares by purchasing 40% pursuant to tender offer and by exercising the Stock Option, 

in which event shareholder approval of the CSX Merger will be, according to Comail's prelimi­

nary proxy statement, "certain," 

104, The swiftness with which the CSX Transact.on is designed to transfer 

control over Comail to CSX can only be viewed as an attempt to lock up the CSX Transaction and 

benefits it provides to Comai! management, despite the fact that a better deal, financially and 

otherwise, is available fcr Comail. us shareholders, and its other legitimate constimencies 

The Charter .Amendment 

105 Comail's Definitive Proxy Materials for the December 23. 1996 Special 

Meeting set forth the resolution to be voted upon by Comail's shareholders as follows 

,An amendment of the Articles of Incorporation of Comail is hereby approved and 
adopted, by which, upon the effectiveness cf such amendmem, ,Article Ten thereof 
will be amended and restated in its entirety as follows: Subchapter E. Subchapter 
G and Subchapter H of Chapter 25 of the Pennsylvania Business Corporation Law 
of 1988. as amended, shall not be applicable to the Corporation. 

The S3(X) Million Breakup Fee 

106 The CSX Merger Agreement provides for a S300 million break-up fee 

This fee would be triggered if the CSX Merger Agreemeni were tenmnaied following a competing 

takeover proposal 

107. This break-up fee is disproportionally large, constimting over 3.5% of the 

aggregate value cf the CSX Transacticn The breakup fee umeasonably tilts the playing field in 

favor of the CSX Tramaction - a transaction that the defendant directors knew, or reasonably 
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should have known, at the time they approved the CSX Transaction, provided less value and other 

benefits tc Comail and its comtimencies than would a transaction with NS. 

The Lock-Up Stock Option 

108, Concurrently with the CSX Merger Agreement. Comail and CSX entered 

into an option agreement (the "Stock Option Agreement") pursuant to which Comail granted to 

CSX an option, exercisable in certain events, to purchase 15,955,477 shares of Comail common 

stock at an exercise price of 5>92,50 per share, subject to adjustment. 

109 If. during the tune that the option under the Stock Option Agreement is 

exercisable, Comail enters into an agreemeni pursuant to which all of us outstanding common 

shares are to be purchased for or converted into, in whole or in part. cash, m exchange for cancel­

lation of the Option. CSX shall receive an amount m cash equal tc the difference (if positive) 

between the closing market price per Comail common sha-e on the day immediately pnor to the 

consummation of such transaction and the purchase price In the event (i) Comail enters into an 

agreement to consolidate with, merge into, or sell substantially all of its assets to any person, other 

than CSX or a direct or indirect subsidiary thereof, and Comail is not the surviving corporation, 

or (li) Comaii allows any person, oner than CSX or a direci or indirect subsidiary thereof, to 

merge into or consolidate with Comail in a series of transactions in which the Comail common 

shares or other securities of Comail represent less than 50% of the outstanding voting securities of 

the merged corporation, then the optioi; will be adjusted, exchanged, or converted into options 

with identical terms as those described m the Stock Option .Agreement, appropriately adjusted for 

such transaction, 

110 CS.X and Comail also entered into a similar option agreement, pursuani to 

which CS.X granted to Comail an option, exercisable only in certain events, to punhase 

43.090.7''3 shares of CSX Common Stock at an exercise pnce of SS4.82 per share 
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111. The exercise price of the option under the Stock Option Agreement is 

592.50 per share. The Stock Option Agreemeni comemplates that 15.955.477 authonzed but urns-

sued Comail shares would be issued upon us exercise Thus, for each dollar above S92.50 that is 

offered by a competing bidder for Comail. such as NS. the competing acquiror would suffer 

S15.955.477 in dilution. Moreover, there is no cap to the potemial dilution. At NS's original 

offer of SlOO per share, the dilution attributable to the Stock Optic'̂  «ould have been 

SI 19.666.077.50 At a hypothetical offering pnce of SlOl per share, the dilmion would total 

S135.621.554 50. At NS's cun-em bid of S115 per share, the dilution would total 

S358.988.232.50 Thus. NS's 15% increase in us offer resulted in a more than doubling of such 

dilution costs. This lock-up stmcmre serves no legitimate corporate purpose, as it imposes increas­

ingly severe dilution penalties the higher rhe competing bid' 

112. .At the current SI 15 per share level of NS's bid, the sum of the S300 

million break-up fee and Stock Ot tion dilution of 5358.988.232,50 constimtes over 7% of the CSX 

Transaction's 9.36 billion value. This is an umeasonable impedimem to NS's offer. Moreover, 

because these provisions were not necessary to induce an offer that is in Comail's best interests, 

bm rather were adopted to lock up a deal providing Comail's management with personal benefits 

while selling Comail to the low bidder, their adoption constimted a plain breach of the Director 

Defendants' fiduciary- duty of loyalty. 

Selective D'ĉ ,̂m.n;̂ t̂ ^̂  Treatment of Competing BHs 

113. Finally, the Comaii board has breached its fiduciary duties by selectively 

(1, rendenng ConraU's Poison Pill Plan inapplicable to the ongmal CSX Transact.on. (ii) approving 

the CSX Transaction and thu. exempting it from the 5-ycar merger moratorium under 

Pemisy'vania's Business Combination Stamte, and (i.i). as noted above, purporting to approve the 

Charter Amendment m favor of CSX only. 
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114 While Pennsylvania law does not require directors to amend or redeem 

poison pill rights or to take action rendenng anti-takeover provisions inapplicable, the law is silent 

with respect to the duties of directors once they have determined tc do so. Once directors have 

determined to render poison pill rights and ami-takeover stamtes inapplicable to a change of 

control transa,-tion. their hindamental fiduciary duties of care and loyalty require them to take such 

actions fairiy and equitably, m good faith, after due investigation and deliberation, and only for the 

purpose of fostering the best interests of the corporation, and not to protect selfish personal inter­

ests of management 

115. Thus. Comail's directors are required to act evenhandedly, redeeming the 

poison pill rights and rendering anti-takeover itamtes inapplicable only to pennit the best compet­

ing comrol transacf.on to prevail. Directors cannot take such selective and discriminatory 

defensive action to favor corporate executives' personal interests over those of the corporation, its 

shareholders, and other legitimate constimencies 

Le\ an s Deal 

116 As an integral pan of the CSX Transaction. CSX. Comail and defendant 

Le\'an have entered into an employ-mem agreement dated as of October 14. 1996 (the Le\'an Em­

ployment Agreement"), covering a period of five-years from the effective date of any merger 

between CSX and Comail The Le\'an Employment .Agreement provides that Mr. LeX'an will 

ser\e as Chief Operating Officer and Presidem of the combined CSX Comail company, and as 

Chief Executive Officer and President of the railroad businesses of Comail and CSX. for two years 

from the effective date cf a merger between CSX and Comail (the First Employment Segment" ). 

.Additionally, .Mr LeVan will sene as Chief Executive Officer of the combined CSX/Comail 

companv for a period of two years beginning immediately after the First Employment Segment (the 

Second Employment Segment"). During the pencJ commencing immediately after the Second 
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Employment Segment, or. if earlier, upon the tenmnation of Mr Snow's stams as Chainnan of the 

Board (the Third Employmem Segmem'). .Mr. LeVan will additionally sene as Chainnan of the 

Board of the combined CSX,'Comail company 

117. Defendant LeVan received a base salary- from Comail of $514,519 and a 

bonus of S24.759 during 1995 The LeVan Employmem Agreemem ensures substantially en-

h3nced compensation for defen'lant LeVan. It provides that during the First Employmem Segmem, 

Mr LeVan shall receive annual base compensation at least equal to 90% of the amoum received 

by the Chief Execmive Officer of CSX. but not less than S810.000. together with bonus and other 

incemive compensation at least equal to 90% of the amoum received by the Chief Executive 

Officer of CSX. Dunng 1995. Mr. Snow received a base salary of S895.698 and a bonus having a 

cash value of 51,687,500. Thus, if Mr. Snow's salary- and bonus were to equal Mr. Snow's 1995 

salary- and bonus, the Le\'an Employmem Agreement would provide LeVan with a salary of 

S810.000 and a bonus of SI.518.750 in the First Employmem Penod. During the Second and 

Third Employmem Segmems. Mr LeVan will receive compensation in an amoum no less than that 

received by the Chief Execmive Officer during the First Employmem Segmem. but not less than 

$900,000. 

118. If CSX terminates Mr, LeVan's employmem for a reason other than cause 

or disability or Mr. LcVan tenninates employmem for good reason (as those tenrn are defined in 

the Le\ an Employmem Agreemem). Mr. LeVan will be emitled to sigmficant lump sum cash 

paymems based on his compensation dunng the five year tenn of the employmem agreemem, 

cominued employee welfare benefiis for the longer of three years or the nmnber of years remain­

ing in the employmem agreemem; and the immediate vesting of omstanding stock-based awards. 
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Improper Delegation of Responsibility Regarding 
The Processes of Corporate Democrar\ 

119. In connection with amending the CSX .Merger Agreement, the Comail 

Board has comracied away and improperlv delegated us responsibilities relating to its ability to 

convene, adjoum or postpone the December 23. 1996 Shareholders Meeting Pursuant to the 

tenns of the am.ended CSX Merger Agreement. Comail now nust have the prior consent of CSX 

in order to convene, adjoum or postpone the Sh- .eholders Meeting on the proposed Chaner 

Amendment. 

120 Section 5.1(h) of the amended CSX Merger .Agreemem provides in this 

regard that: 

Green [Comail] shall not convene, adjoum or postpone the Green Perjisy Ivania 
Shareholders .Meeting without the prior consem of White [CSX], which consem 
shall not be umeasonabh w ithheld 

121. In addition to this improper delegation of power to CSX, the Comail Board 

has purported to give to CSX a right to rail a special meeting in violation of the provisions of the 

PBCL which provide that a shareholder of a registered corporation has no right to call a special 

meeting, regardless of the size of its holdings. e;:cept in cenain iiimted simaiions not applicable 

here. 

122 Section 5.1(b) of the amended Merger .Agreement provides in this regard 

that: 

In the evem that the matters to be considered at the Green Merger Shareholders 
Meeting are not approved at a meeting called for such purpose, from tune to time 
Green may. and shall at the request of White, duly call, give notice of. convene 
and hold one or more meeiing(s) of shareholders thereafter for the purpose of ob­
taining the Green Merger Shareholder Approval, in which case all obligations 
hereunder respecting the Green .Merger Shareholders .Meeting shail apply in respect 
of such other meeting(S). subject in any evem to either pany's right to tenninate 
this Agreement pursuant to Section l(b)(iii or (lii). Subject to the foregoing. 
Green shall convene each such meeting(s) as soon as practicable after receipt of 
any request to do so by White (and in the case of the imtial Green Pennsyhama 
Shareholders .Meeting, as soon as practicable after December 5. 1996). The 
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foregoing shall not affect White's obligauons to make the Amended Otter, and, if 
the conduions therefor in Section 1 Kd. are satisfied, the Second Offer, v̂ hether or 
not the Green Merger Shareholder ,Approval has been receiv ed or any such Green 
Merger Shareholders Meetmg(S) have been called or held 

123. Under Section 5.1(b), CSX, in effect, purp(>ns lo have the right to call a 

special meeting of stockholders as the Comail Board has no discrefon not to call a special meeting 

if CSX so demands 

124 This provision of the amended CSX Merger Agreement is a deliberate 

attempt to circumvem Section 2521 of the PBCL 

125. Section 2521(a) cf the PBCL provides that, the shareholders of a 

registered corporation shall not be emuled by statute to call a special meeting of shareholders " 

Section 2521,b) sia.es that subsection (a) "'.nail not apply to the call of a special meeting bv an 

interested shareholder (as defined in section 2553 (relating to interested shareholders) for the 

purpose of approving a business combination under section 2555(3) or (4) (relating to requiremems 

relating to certain business combinations.) Under section 2553, an interested shareholder' is the 

beneficial holder of at least 20% of the votes emitled to be cast in an election of directors. Section 

2555. in Subchapter F, re!;, es to the five-year moratonum provision 

126 Section 2501(0 provides, m effect, that section 2521 will not apply only if 

Conrail chose in its an.cles of incorporation to gram to its stockholders a right to call a special 

meeung, 

127, Because Comail has no such provis-cn in its Articles of incorporation, 

section 2521 applies and CSX camiot call a special meeting of Conrail's stockholders Thus, 

section 5 Kb) of the amended CSX Merger Agreemem ,s Ulegal. ultra yires. and void, and us 

adoption constimted a breach of the Director Defendants' fiduciary- dunes, aided and abetted by 

CSX, 
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Defendants' Campaign Of .Misinformation 

128 On October 15. 1996, Comail and CSX issued press releases announcing 

rhe CSX Transaction, and Comail published and filed prelumnary proxy materials with the SEC. 

On October 16. 1996. CSX filed and published its Schedule 14D-1 Tender Offer Statement and 

Comail filed us Schedule 14D-9 Solicitation Recommendation Statement These communications 

to Comail's shareholders reflect a scheme by defendants to coerce, mislead and fraudulently 

manipulate such shareholders tc swiftly deliver control of Comail to CSX and effectively fmstrate 

any competing higher bid 

129. Comail's Prelumnary Proxy Statement c; mains the following misrepresen­

tations of fact: 

(a) Comail states that "certain provisions of Pennsylvama law effec­

tively preclude CS.X from purchasing 20% or more" of Comail's shares in the 

CSX Offer "or in any oilier manner (except the [CSX] Merger" This statement is 

false The provisions of Pemisylvania law to which Comail is referring are those 

of Subchapter 25E of the Fsnnsylvama Business Corporation Law. This law does 

not effectively preclude" CSX from purchasing 20% or more of Comail's stock 

other than through the CSX Merger Rather, it sunply requires a purchaser of 

20% or more of Comail's voting stock to pay a fair price in cash, on demand, to 

the holders of the remaining 80% of the shares. The real reason that CSX will not 

purchase 20% or more of Comail's voting stock absent the Charter Amendment is 

that, unlike NS. CSX is unable or unwilling to pay a fair price in cash for 100% of 

Comail's stock. 

(b) Comail states that its "Board of Directors believes that Comail 

shareholders should have the oppormmty to receive cash in the near-term for 40% 
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of [Comail's] shares." and that "[t]he Board of Directors believes it is in the best 

imerests of shareholders that thev- have the opportumty to receive cash for 40% of 

their shares in the near terni.' These siatemems are false. First of all. the Conrail 

Board believes that Comail shareholders should have the opportumty to receive 

cash in the near-tenn for 40% of ComaU's shares onlv Lf such transaction will 

swiftly deliver effective comrol of Comail to CSX. Second, the ComaU Board of 

Directors does not believe that such swift transfer of comrol to CSX is in the best 

interests of Comail shareholders, rather, the ComaU Board oi Directors believes 

that swift transfer of effective comrol over ComaU to CSX through die CSX Offer 

w ill lock up the CSX Transaction and precluvie Comail shareholders from any 

opportumty to receive the highest reasonably av u'lable pnce in a sale of comrol of 

Comail 

130, CSX's Schedule 14D-1 contains t.he following misrepresentations of fact: 

(a) CSX states that: 

At any time prior tc the announcemem by (Conrail] or an Acquir­
ing Person that an Acquiring Person has become such, [Comail] may 
redeem the [Comail Poison Pill Plan] rights .,, 

This statemem is false In fact, rhe comail Poison PUI rights are redeemable any 

time prior to the Distribution Date Aftei .ne Distribwion Date, they cannot be 

redeemed. CSX further sutes that: 

The tenns of the [ComaU Poison PUI] rights may be amended by 
the [Cor.-ail Board] without the consem of the holders of the Rights .. to 
make ai.v other provision with respect to the Rights which [ComaU] may 
deem desii.̂ ble: provided that from and after such tune as Acquiring Per­
son becomes such, the Rights mav not be amended in any manner which 
would adversely affect the imerests of holders of Rights 
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This statement is also false The Comail Board's power to freely amend the 

poison pill rights tenninates on the Distribution Date, not the date when someone 

becomes an .Acquiring Person. 

(b) CSX states that the "purpose of the [CSX] Offer is for [CSX] 

to acquire a sigmficant equity interest m [Comail] as the first step in a business 

combination of [CSX] and [Comail]." This statement is false The purpose of the 

CSX Offer is to swiftly transfer effective control over ComaU to CSX in order to 

lock up the CSX Transaction and foreclose tlie acquisition cf Comail bv anv 

competing higher bidder. 

(c) CSX states Lhat rJie Pennsylvania Control Transaction Law 

effectively precludes [CS.X, through its acquisition subsidiary] from purchasing 

20% or more of ComaU's shares pursuant to the [CSX] Offer " This statement is 

false. The provisions of Pennsylvania law- to which Comail is referring are those 

of Subchapter 25E of the Pennsylvama Business Corporation Law-. This law does 

not "effectively preclude" CSX from purchasing 20% or more of Comail's stock 

other than through the CSX .Merger. Rather, it sunply requires a purchaser of 

20% or more of Comail's voting stock to pay a fair price in cash, on demand, to 

the holders of the remaimng 80% of the shares. The real reason that CS.X will not 

purchase 20% or more of Comail's voting stock absent the Charter .Amendment is 

that, unlike NS. CS.X is unable cr unwilling to pay a fair price in cash for 100% of 

Comail's stock 

131, ComaU's Schedule 14D-9 states that the [CS.X Transactio i] is being 

stmctured as a tme merger-of-equals transaction This statement is false The CSX Transaction 
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IS being stmcmred as a rapid, locked-up sale of control of Comail to CSX involving a sigmficant, 

albeit inadequate, control premium, 

132. Each of the Comaii Preliminary- Proxy Statement, the CSX Schedule 14D-1 

and the Comail Schedule 14D-9 ormt to disclose the following material facts, the disclosure of 

which are necessary to make the statements made in such documents not misleading: 

(a) That the ComaU Board will lose its power to redeem or freely 

amend the Comail Poison PUI Plan rights on the "Distribution Date." 

(b) Th«:t both ComaU (and its senior management) and CSX (and its 

senior management) knew (i) that .NS was keenly interested in acquiring Comail, 

(il) that NS has the financial capacity and resources to pay a higher price for 

Comail than CSX could, and (iii) that a financially superior competing bid for 

Comail by NS was inevitable 

(c) That Comail management led NS to believe that if and when the 

Comail Board determined to sell Comail. it would do so through a process in 

which NS would be given :he opportunity to bid. and tha' in the several weeks 

prior to the announcemem of the CS.X Transaction, defendant LeVan on two occa­

sions prevented .Mr Goode from presenting an acquisiti(.n proposal to Comail by 

stating 10 him that making such a proposal would be unnecessary- and that Mr, 

LeVan would contact .Mr Goode conceming NS's interest in acquiring Comail 

following (i) the Comail Board's strategic planning meeting sche.luled for Septem­

ber 1996 and (ii) a meeting of the Comaii Board purportedly scheoulec. for October 

16. 1996. 

(d) That in September of 1994. NS had proposed a stock-fo'--stock 

acquisition of Conrail at an exchange ratio of 1 1 shares of NS stock for e.ich share 
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of Comail stock, which ratio, if applied to the price of NS stock on the day before 

announcement cf the CSX Transaction. October 14. 1996, implied a bid by .NS 

worth over SlOl per Comail share 

(e) That the CSX Transaction was stmcmred to swiftly transfer 

effective, if not absolute voting control over ComaU to CSX. and to prevent anv 

other bidders from acquiring Comail for a higher price, 

(f) That although Comail obtained opinions from Morgan Stanley and 

Lazard Freres that th- jons'deration to be received by ComaU stockholders in the 

CSX Transaction was "fair" to such shareholders from a financial point of view. 

Comail's Boari did not ask its investment bankers whether the CSX Transaction 

considera; ,on was adequate, from a financial point of view , in the context of a sale 

of control of Comail such as the CSX Transaction, 

(g) That although in aniving at their "fairness" opinions, both .Morgan 

Stanley and Lazard Freres purport to have considered the level of consideration 

paid in comparable transactions, both investment bankers failed to comider the 

most closely comparable transaction - NS's September 1994 merger proposal, 

which as noted above, would imply a price per ComaU share in excess of SlOl. 

(h) That, if asked to do so. Comail's investment bankers would be 

unable to opine in good faith that the consideration offered m the CS.X Transaction 

is adequate to Comail's shareholders from a financial point of view, 

(i) That Comail's Board failed to seek a faimess opimon from us 

investment bankers conceming the S300 million breakup fee included in the CSX 

Transaction. 
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(j) That Comail's Board failed to seek ? faimess opinion from us 

investment bankers conceming the Stock Option Agreemer.t gra.med by Comail to 

CSX m connection with the CSX Transaction. 

(k) That the Stock Option Agreement is stmcmred so as to impose 

increasingly severe dilution costs on a competing bidder for control of Comai! for 

progressively nigher acquisuion bids. 

(1) That the ComaU Board intends to withhold die filing of the Charter 

.Amendment following its approval by Comail s stockholders if the effectiveness of 

such amendment would faciliute any bid for ComaU other than the CS.X Transac­

tion 

(m) That the Chaner Amendment and/or its submission to a vote of the 

Comail shareholders is illegal and ultra vires under Pennsylvania law. 

(n) That the ComaU Board s discrinunatory (i) use of the Charter 

.Amendment, (ii) amendment of the Comail POiSon Pill and (hi) action exempting 

the CSX Transaction from Pennsylvama's Business Combination Stamte. all to 

facilitate the CSX Transaction and to preclude competing financially superior offers 

for control of ComaU. constimte a breach of the Direcor Defendants' fiduciary-

duty of loyalty, 

O) That Comail's Board failed to conduct a reasonable, good faith 

mvctigation of all reasonably available maierial information prior to approving the 

CSX transaction and related agreements, including the lock-up Stock Option 

.Agreement 
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(p) That m recommending that ComaU's shareholders tender their 

shares to CSX in the CSX Offer. ComaU's Board did not conclude that doing so 

would be m the best interests of Comail's shareholders 

(q) That in recommending that Comail's shareholders approve the 

Charter .Amendment, the ComaU Board did not conclude that doing so would be in 

the best interests of ComaU's shareholders. 

(r) That in recommending that Comail shareholders tender their shares 

to CSX in the CSX Offer, primary weight was given by the ComaU Board to inter­

ests of persons and.'or groups other than ComaU's shareholders. 

(s) That in recommending that Comai! shareholders tender their shares 

to CSX in the CSX Offer, primarv- weight was given to the personal interests of 

defendant LeVan in increasing his compensation and succeeding .Mr. Snow as 

Chairman and Chief Executive Officer of ihe combined CSX, Comail company. 

(I) That the Continuing Director Requirement in Comail's Poison Pill 

(described above in paragraphs 84 through 91). adopted by Comail's board in Sep­

tember 1995 and publicly disclosed at that time, is illegal and ultra vires under 

Pennsylvania law- and therefore is void and unenforceable. 

133. In connection with the defendants' armouncement of the Revised CSX 

Transaction on November 6. 1996 and the ComaU Board's Schedule 14D-9 recommendation 

against the NS Offer, defendants issued several false and misleading statements: 

(a) In their joint press release dated .November 6. 1996. defendants: 

(i) stated that the ComaU Board carefully considered the relative 

merits of the CSX Transaction and the NS Proposal, when in fact they specifically 
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directed their financial advisors not to do so in rendering their faimess opinions; 

and 

(li) claim that they have discovered additional synergies of 

S180 million that WUl be realized" in connection with the CSX Transaction, yet 

omined disclosure in the press release or in any disclos :re materials of any suppon 

or explanation of how and why these claimed additional synergies were suddenly 

discovered at or about the time of announcemem o .' the increase in the cash compo­

nent of the CSX Transaction 

(b) In CSX's Schedule 14D-1, .Amendment No. 4. defendant CSX. 

with ComaU's kncving and active participation: 

(i) states that the NS Proposal is a "nonbid. when in fact it is a 

bona fide superior offar that is available to ComaU shareholders if the Comail 

board v̂ ere lo properly observe its fiduciary duties and recogmze that the purported 

contracmal prohibitions against doing so contained in the CSX Merger Agreement 

are illegal and unenforceable; 

(ii) sutes falsely lhat Norfolk Southem initiatid discussions with 

CSX dunng the weekend of November 2 and 3. when in fact CSX initiated those 

talks; 

(ill) states that the November 2 and 3 talks concemed sales of 

Comail assets lo NS after an acquisition of Comail by CSX. while in fact such 

discussions also included scenarios in which NS would acquire ComaU and then 

sell certain Comail assets to CSX; 

(iv) state that thr Comail board "carefully considered" rhe relative 

merits of a merger with Norfolk Southem rather than with CSX. while in fact 
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Comail's financial advisors were instmcted not to do so in rendering their faimess 

opinions; 

(•.) fails to disclose the basis for and analysis, if any. imderlymg 

the "discovery-" of an additional $180 million in CSX/Comail merger synerg'es 

(c) In Comail's Schedule 14D-9 with respect to the NS Offer, defen­

dant Comail. with CSX's knowing and active participation: 

(i) suted th.it ComaU's board of directors "unanimously recom­

mends " that Comail shareholders not tender their shares into the NS Offer wliile 

failing to disclose that the directcrs were bound by contract, under the CSX 

Merger Agreement, to make such recommendation, that such contracmal obligation 

is void under Pennsylvama law , and what effect ihe a-i-nforceability of such cDn-

tracmal obligation, if considered by the Comail board, would have upon their 

recommendation; 

(ii) stated that Comail's board of directors "unanimously recom­

mends" that Comail shareholders who desire to receive cash for their shares te:ider 

their shares m the CSX Offer, while failing to disclose that the CSX Merger 

Agreement bound the directors contracmally to make such recommendation, that 

such contracmal obligation is void under Pennsylvania law. and what effect the 

unenforceability of such comractual obligation, if considered by the Comail board, 

would have upon their recommenda.ion; 

(iii) failed to disclose that in negotiating the revised terms of the 

CSX Transaction, Comail could have demanded, in consideration for agreeing to 

the revised terms, lhat its board of directors be released from the poison pill lock-

in and 180-day lock-out provisions, that ComaU management and Comail's 
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advisors failed tc so inform the ComaU board, and thai instead, management 

unilaterally deter.Tjned to negotiate an increase in the lock-out provision from 180 

days to 270 days; 

(iv) failed to disclose the basis for and analysis underlying the 

defendants " discovery" of $180 million in new CSX Comail merger synergies. 

(d) In Comail's Schedule 14D-9, Amendment .No. 4. with respect to 

the CSX Offer, defendant ComaU. with CSX's knowing and active participation: 

(i) suted that Comail's board of directors "unanimously recom­

mends" that Comail shareholders not tender their shares into the NS Offer while 

failing to disclose that the directors were bound by contract, under the CSX 

Merger Agreement, to make such recommendation, that such contracmal obligation 

is void under Pennsylvama law , and what effect the unenforceability- of such con­

tracmal obligation, if considered by the Ccimail board, would have upon their 

recommendation: 

(ii) suted that Comail's board of directors " unanimously recom­

mends" that Comail shareholders who desire to receive cash for their shares tender 

their shares m the CSX Offer, while failing to disclose that the CSX Merger 

.Agreement bound the directors contracmally to make such recommendation, that 

such contracmal obligation is void under Pennsyhanir. law. and what effect the 

unenf'>rceability of such contracmal obligation, if considered by the Comail board, 

would hav e upon their recommendation, ' 

(iii) failed to disclose that in negotiating the revised terms of the 

CSX Tramaction. Comail could have demanded, in consideration for agreeing to 

the revised terms, that us board of directors be released from the poison pill lock-
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in and 180-day lock-out provisions, that ComaU management and Comail's 

advisors * Ued to so inform the Comail board, and that instead, management 

umlaterally detenmned lo negotiate an increase in the lock-out provision from 180 

days to 270 days. 

(iv) failed tc disclose the basis for and analysis, if any, underlying 

the defendants "discovery"" of SI80 million in new CSX ComaU merger synergies, 

134 Each of the misrepresentations and omitted facts detailed above are m.aierial 

to the decisions of ComaU's shareholders conceming whether to vote in favor of the Chaner 

,Amendment and whether, in response to the CSX Offer, to hold, sell to the market, or tender their 

shares, because such misrepresentations and omiited facts bear upon (i) the gocxl faith of the 

Comail directors m recommending that Comail shareholders approve the Charter .Amendment and 

tender their shares in the CSX Offei. (ii) w hether taking such actions are in the best interests of 

ComaU shareholders, (uu whether the CSX Offer represents financially adequate consideration for 

the sale of control of Comail and/or (iv) whether the economically superior NS Proposal is a via­

ble, available alternative to the CSX Transaction .Absent adequate corrective disclosure by the 

defendants, these matenal misrepresentations and omissions threaten to coerce, mislead, and 

fraudulenth manipulate Comail shareholders to approve the Chaner .Amendment and deliver 

control of Comail to CSX m the CSX Offer, in the belief that the NS Proposal is not an available 

alternative, 

Comail's Directors Attempt To Override Fundamental Pnnciples 
of Corporate Democracy By Imposing ,A Continuing Directors 
Requirement in ComaU's Poison PUI And By E,xtending The 
Lock-Out Provision of the CSX Merger Agreement Past The Next 
Election of ConraU Directors _ 

135 .As noted above. Comail's directors have long known that it was an attrac­

tive business combination candidate to other railroad companies, including NS 
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136 Neither ComaU management nor its Board, however, had any intention to 

give up their control over ComaU. unless the acquiror was willing to enter into board composition, 

executive succession, and compensation and benefit arrangements satisfy ing the personal interests 

of Comai! management and the defendant directors, such as the arrangements provided for in the 

CSX Transaction. They were aware, however, that through a proxy contest, they could be 

replaced by directors who would be receptive to a change in control of Comail regardless of 

defendants' personal interests. .Accordmgly. on September 20, 1995. the ComaU directors attempt­

ed to eliminate the threat to their continued incumbency posed by the free exercise of Comail's 

stockholders' franchise. They drastically altered Comail's existing Poison Pill Plan, by adopting a 

" Continuing Director limitation to the Board's power to redeem the rights issued pursuant to the 

Rights Plan (the " Continuing Director Requirement ). 

137 Prior to adoption of the Continuing Director Requirement, the Comail 

Poison PUI Plan was a typical "flip-in. flip-over plan, designed to make an unsolicited acquisition 

of ComaU prohibitively expensive to an acquiror, and resen ing power in ConraU's duly elected 

board of directors to render the dilative effects of the rights ineffective by redeeming or amending 

them. 

138. The September 20, 1995 adoption of the Continuing Director Requirement 

changed this reser\ ation of fwwer It added an additional requirement for amendment of the plan 

or redemption of the nghts. For such action to be effective, at least two members of the Board 

must be " Continuing Directors." and the action must be approved by a majority of such "Con-

:inuing Directors." Continuing Directors' are defined as members of the ComaU Board as of 

September 20. 1995. i_e_, the incumbents, or their hand-picked successors. 

139 By adopting the Continuing Director Requirement, the Director Defendants 

intentionally and deliberately hav e attempted to destroy the right of stockholders of ComaU to 
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in 

replace them w ith new directors who would have the power to redeem the rights or amend the 

Rights .Agreement in the event that such new- directors deemed such action to be in the best 

interests oi 'he company That is. instead of vesting the power to accept or reject an acquisition 

Lhe duly e'ectcd Board cf Directors of Conrail. the Rights Plan, as amended, destroys the power of 

a duly (.lected Board to act in cormection with acquisition offers, unless such Board happens to 

consist of the current incumbents or their hand-picked successors Thus, the Continuing Director 

Requirement is the ultimate entrenchment device 

140 The Continuing Director Requirement is invalid per se under Pennsylvama 

stamtory law. m that it purports to limit the discretion of fumre Boards of Comail Pennsylvania 

law requires that any such lumtation on Board discretion be set forth in a By-Law adopted by the 

stockholders See Pa BCL § 1721 Thus, the Director Defendants were without power to adopt 

such a provision umlaterally by amending the Rights Agreement 

141 .Additionally, the Continuing Director Requirement is invalid under 

ComaU's By-Laws and .Articles of Incorporation. Under Section 3.5 of Comail's By-Laws, the 

power to direct the management of the business and affairs of Comail is broadly vested in us duly 

elected board of directors Insofar as the Continuing Director Requirement purports to restrict the 

power of Comail's duly elected board of directors to redeem the rights or amend the plan, it 

conflicts with Section 3.5 of ComaU's By-Laws and is therefore of no force or effect Article 

Eleven of ComaU's .Articles of Incorporation penmis ComaU's entire board to be removed without 

cause by stockholder vote Read together with Section 3 5 of Comail's By-Laws. Article Eleven 

enables Comail's stockholders to replace the entire incumbent board with a new board fully 

empowered to direct the management of Comail's business and affairs, and, specifically, to redeem 

the rights or amend the plan Insofar as the Continuing Director Requirement purpons to render 
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such action impossible, it conflicts with Comail's Articles of Incorporation and .s therefore of no 

force or effect. 

142. Furthermore, the adoption of the Continuing Director Requirement 

constimted a breach of the Director Defendants' fiduciary duty of loyalty. There existed no 

justification for the directors to auempt to negate the right of stockholders to elect a new Board in 

the event the stockholders disagree with the incumbent Board's policies, including their response to 

an acquisuion proposal. 

143. .Moreover, while the Director Defendants disclosed the adoption the 

Cominuing Director Requirement, they have failed to disclose us illegality and the illegality of 

their conduct ir. adopting it If they are not required to make corrective disclosures, defendants 

w ill permit the disclosure of the Continuing Director Requirement's adoption to distort stockholder 

choice m connection with the CSX Offer, the Special Meeting, and (if they have not successftilly 

locked up voting control of Comail by then) in the next arjiual election of directors. The Director 

Defendants' conduct is thus fraudulent, in that they have failed to act fairly and honestly lo^dit^. 

the Comail stockholders, and intended to presene their incumbency and that of current manage­

ment, to the detriment of ComaU's stockholders and other consiimencies Accordingly, such 

action should be declared void and of no force or effect Furthermore, adequate conective disclo­

sure should be required 

144 The newly-extended Two-Year Lock-Chit provision in the CSX Merger 

.Agreement is invalid not omy because it constimtes an abdication and breach of the current Comail 

directors' fiduciary duties, but also for the same reasons as the Continuing Director Provision. 

The Twc-'\'ear Lock-Out purports to restrict the managerial discretion oi fumre Conrail directors -

new directors who could be elected at ComaU's 1997 .Annual Meeting Thus, as docs the 
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Continuing Director Provision, the Two-'i'ear LocV-Out violates Pennsylvania stamtory law-. 

Comail's Bylaws and Anicles of Incorporation, and the ComaU director.*' fiduciary- duties. 

ComaU's Charter Permits The Removal and Replacement of Its 
Entire Board of Directors ,At Its Next ,Annual Meeting 

145 ,As noted above, plaintiff .NS intends to facilitate the NS Proposal, if 

necessary , bv replacing the ComaU board at Comail's next annual meeting. ComaU's next annual 

meeting is scheduled to be held on May 21. 1997 (according to Comail's April 3, 1996 Proxy 

Statement, as filed with the Securities and Exchange Commifsion;, 

146 Tne Director Defendants adopted the Continuing Director Requirement in 

part because they recogmzed that under ComaU's .Articles its entire Board, even though staggered, 

may be removed without cause at ComaU's next annual meeting. 

147. Section 3.1 of Comail's By-Laws provides that the Corj-ail Board shall 

consist of 13 directors, but presently there are only 11 The ComaU Board is classified into Uiree 

classes Each class of directors senes for a term of ihref years which terms are staggered, 

148 .Article 11 of ComaU's Articles of Incorporation provides that: 

The entire Board of Directors, or a class of die Board where the Board is classified 
with respect to the power to elect directors, or any individual director may be 
removed from office without assigning any cause by vote of stockholders entitled 
tc cast at least a majority cf the votes which all stockholders would be entitled to 
cast at any amiual election of directors or of such class of directors, 

149, Under the plain language of .Article 11. the entire ComaU Board, or any 

one or more cf Comail's directors, may be removed without cause by a majority vote of the 

Comail stockholders entitled to vote at the annual meeting. Plaintiffs anticipate, however, that 

defendams will argue that under Article 11. only one class may be removed at each annual 

meeting Accordingly. plamtiffs seek a declaratory- judgmem that pursuani to Article 11, the emire 

ComaU Board, or any one or more of ComaU's directors, may be removed without cause at 

Comail"s next annual meeting. 
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Declaraton Relief 

150 The Court may grant the declaratory- relief sought herein pursuant to 28 

u s e. § 2201. The Director Defendants' adoption of the CSX Transaction (with its discriminato­

ry Charter .Amendment poison pill, and state anti-takeover stamte treatment and draconian lock-up 

provisions) as well as iheir earlier adoption of the Continuing Director Requirement, clearly 

demonstrate thei: bad faith entrenchment motivation and. in light of the .VS Proposal, that there i«-

a substantial comrovcisy between the parties. Indeed, given the NS i-reposal, the adverse legal 

interests of the panies are real and immediate Defendants can be expected to vigorously oppose 

each judicial declaration sought by plaintiffi. in order to maintain their incumbency and defeat the 

NS Proposal - despite the benefits it would provide to Comail's stockholders and other con­

stimencies. 

151. The granting cf the requested declaratory- relief will serve the public 

imerest by affording relief from uncertainty and by avoiding delay and will conserve judicial 

resources by avoiding piecemeal litigation. 

Ineparable Iniurv 

152, The Director Defendants' adoption of the CSX Transaction (with its 

discriminatory Charter Amendment, poison pill and state antit?Aeover sumte trearment and 

draconian lock-up provisions), their adoption of the revised CSX Transaction with its higlily 

coercive, multi-iitr. from end loaded stmcmre, as well as their earlier adoption of the Continuing 

Director Requirement threaten to den; ComaU's stockholders of their right to exercise their corpo­

rate franchise without mampulation, coercion or faise and misleading disclosures and to depnve 

them of a unique oppormmty to receive maximum value for their stock. The resulting injury- to 

plaintiffs and all of Comail's stockholders would not be adequately compensable in money damag­

es and would constimte irreparable harm. 
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Derivative .Allegations 

153. Plaintiffs bring each of the causes ov action reflected in Counts One 

through Seven and Fourteen and Fifteen below individually and directly. .Alternatively, to tht; 

extent required by law. plaintiffs bnng such causes of action derivatively on behalf of ComaU. 

154. .N'o demand has been made on Comail's Board of Directors to prosecute 

the claims set forth herein since, for the reasons set forth below, any such demand would have 

been a vain and useless act since rhe Director Defendants cotistimte the emire Board of Directors 

of ComaU and have engaged in fraudulent conduct to funher their personal interests in entrench­

ment and have ratified defendant LeVan's self-dealing conduct: 

(a) The Director Defendants h?ve acted fraudulently by pursuing 

defendants' campaign of misinformation, described above, in order to coerce, 

mislead, and manipulate Comail shareholders to swiftly deliver control of Comail 

to the low bidder 

(b) The form of resolution by which the shareholders â e being aiked 

to approve the Chaner .Amendment is illegal and ultra vires in that it purports to 

authorize the ComaU Board to discrumnatorily withhold filing the certificate of 

amendment even after shareholder approval Thus, its submission to the sharehold­

ers is illegal and u.ira vires and. therefore, not subject to the protections of the 

business judgment mle, 

(c) The Comail directors' selective amendment of the Corrail poison 

pill and discriminatory preferential treatment of the CSX Transaction under the 

Pennsylvania Business Combination Stamte were motivated by their personal 

interest in entrenchment, constimting a breach of their fiduciary- duty of loyalty- and 

rendering the business judgment mle inapplicable. 
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(d) The Director Defendants' adoption of the breakup fee and stock 

option lock-ups in favor cf CS.X was motivated by their personal interest in en­

trenchment, constimting a breach of their duty of loyally and rendering the 

business judgment mle inapplicable. 

(e) The Continuing Director Requirement is illegal and ultra vires 

under Pennsylvania stamtory law and under Comail's charter and by-laws, render­

ing the business judgment mle inapplicable to its adoption by the Director Defen­

dants. 

(0 In adopting the Continuing Director Requirement, each of the 

Defendant Directors has failed to act fairly and honesUy toward Comail and its 

stockholders, insofar as by doing so the Defendant Directors, to presene their own 

incumbency, have purported tc eliminate the stockholders' fundamental franchise 

right to elect directors who would be receptive to a :aJc of control of Co.iraii to the 

highest b;dder. There is no reason to think that, having adopted this ultimate m 

entrench.ment devices, the Director Defendants would take action that would 

eliminate it 

(.g) Additionally, the Director Defendants have acted fraudulently, m 

that they intentionally have failed to disclose the plain illegality of their conduct. 

(h) There exists no reasonable p'ospect that the Director Defendants 

would take action to invalidate the Continuing Director Requirement. First, pursu­

ant tc Pennsylvania s:amte. their fiduciary duties purponedly do not require them 

to amend the Rights Pian in any w.iy Second, given their dishonest and fraudulent 

entrenchment motivation the Director Defenda.nts would certainly noi commence 

legal pr-xeedmgs to im al date the Continuing Direccor Requirement 
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155 Plaintiffs are cui:-ently beneficial owners of Comail common stock. 

Plaintiffs' challenge to the CSX Transaction (including the coercive front end loaded tender offer, 

the illegal Charter .Amendment, discriminatory treatment, and lock-ups) and to the Continuing 

Director Requirement presents a strong prima facie case, insofar as the Director Defendants have 

deliberately and intentionally, without justification, acted to foreclose free choice by Comail's 

shareholders If this action were not maintained, serious injustice would result, in that defendants 

would be permitted illegally and in pursuit of personal, rather than proper corporate interests to de­

prive ComaU stockholders of free choice and a unique oppormmty to maximize the value of dieir 

investments through the .NS P: p̂osal, and to depnve plaintiff .NS of a unique acquisition opportu­

nity, 

156, This action is not a collusive one to confer jurisdiction on a Coun of the 

United States that it would not otherwise have. 

COUNT ONE 
(Breach of Fiduciary Duty w ith 

Respect to the Charter .Amendment) 

157. Plaimiffs withdraw- Count One as moot 

COUNT TWO 
(Breach of Fiduciary Duty 

With Respect to the Poison PUI) 

158. Plaintiffs repeat and reallege each of the foregoing allegations as if fully set 

forth in this paragraph. 

159, The Comail board of directors adopted its Poison Pill Plan with the 

ostensible purpose of protecting its shareholders against the consummation of unfair acquisition 

proposals chat may fail to maximize shareholder value. 

160 The ComaU Board has a'.inounced its intention to merge w ith CSX. anc the 

Conrail Board has also sought to e.xempi CS.X from the provisions of the Poison PUI. 
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161. .Additionally, the Comail Board has committed uself to not pursue any 

competing offer for the Company 

162. Fv selectively and discriminately determimng to exempt CSX. and only 

CSX. from the Poison Pill provisions, to the detriment to Comail's shareholder>. the Comail 

directors have breached their fiduciary duties of care and loyalty 

163. Plaintiffs have no adequate remedy at law. 

COUNT THREE 
(Breach of Fiduciary Duty 

with Respect to the Pennsylvania 
Business Ccmbmaiions Stamte) 

164. Plaintiffs repeat and reallege each of the forego-.ng allegations as if fully set 

forth in this paragraph, 

165 By approving the CSX Offer prior to its consummation, die Diiector 

Defendants have rendered the Pennsy. Ivania Business Combinations Stamte. subchapter 25F of the 

Pennsylvania Business Corporation Law. and. particularly, its five-year ban on mergers with 

substantial stockholders, inapplicable to the CSX Transaction, while it remams as an unpeduneni to 

competing h)gher acquisition offers such as the N'S Proposal 

166 By selectively and discruninately exempting the CSX Transaction from the 

five-y ear merger ban. for the purpose of facilitating a tramaction that will provide substantial 

personal benefits tc Comail managemem while delivenng ComaU to the low bidder, die Director 

Detendants have breached their fiduciary duties of care and loyalty, 

167, Plaintiffs fiave no adequate remedy at law. 
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COUNT FOUR 
(Declaratory Judgmem ,Against .All 

Defendants that the Poison PUI 
Lock-In is Void Under Pennsylvania Law) 

168 Plaintiffs repeat and reallege each of the foregoing allegations as if fully set 

forth in this paragraph 

lo9 By purporting to bind Comail and its directors not to amend nr take any 

action with respect to the Comaii Poison Pill Plan without CSX's consent, the CSX Merger 

Agreement purpons tc restrict the managerial discretion of ComaU's directors. 

170. Under Pennsylvama law . agreements restricting the managerial discretion 

of the board of directors are penmssible only in stamtory- close corporations. Comail is noi a 

stamtory close corporation. 

171 ,\'o stamte countenances ComaU's and the Director Defendants' adoption of 

the Poison PUI Lock-In terms of the CS.X .Merger Agreement. .No Comail By-Law adopted by the 

Comail shareholders provides that Comail's directors may contracmally abdicate their fiduciary-

duties and managerial powers and responsibilities with respect to the ComaU Poison Pill Plan. 

172, Plaintiffs have no adequate remedy at law . 

COUNT FIVE 
) .Against the Defendant Directors 

for Breach of Fiduciary Duty w ith 
Respect to the Poison Pill Lock-In) 

173. Plaintiffs repeat and reallege each of the foregoing allegations as if fully set 

forth in this paragraph. 

174 By entering into the Poison Pill Lock-In provisions of the CSX Merger 

.Agreement, the Director Defendants puq . ;ed to relinquish their power to act in the best interests 

of ComaU in connection with proposed acquisitions of Comail. 
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175. Thus, by entering into the CSX Transfction with its poison pill lock-in 

provisions, the Director Defendants have intentionally, in violation of their duty- of loyalty, com­

pletely abdicated their fiduciary duties and responsibilities 

176. .Absent prompt injunctive relief, plaintiffs, as well as Comail and all of its 

legitimate constimencies. face unminent irreparable harm 

177. Plaintiffs have no adequate remedy at law-. 

COUNT SIX 
(Declaratory Judgment .Against .All 

Defendants That the Two-Year Lock-Out 
IS Void Under Pennsyhama Law) 

178. Plaintiffs repeat and reallege each of tl e foregoing allegations as if fully set 

forth in this paragraph. 

r/9. By purporting to bind ComaU and its directors from acting to protect the 

interests of Comai:, its shareholders and us other legitimate constimencies by withdrawing us 

recommendation that ComaU's shareholders accept the CSX Offer and approve the CSX Merger 

even when the fiduciary- duties of ComaU's directors would require them to do so, the Two-Year 

Lock-Out provision of the CSX Merger .Agreement purports to restrict the managerial discretion of 

Comail's directors. 

180 By purporting tc prohibit Comail's directors from tenmnating the CSX 

Merger .Agreement when their fiduciary duties would require them to do so. the Two-Year Lock-

Out provision of the CSX Merger Agreement purports to restrict the managerial discretion of 

Comail's directors. 

181. Under Pennsylvania law . agreements restricting the managerial discretion 

of the board of directors are permissible only in stamtory close corporations ComaU is not a 

statutory close corporalion. 
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182. No stamte comitenances Comail's and the Director Defendants' adoption of 

the Two-Year Lock-Out tenns of the CSX Merger Agreemem. No ComaU By-Law adopted by 

the Comail shareholders provides that Comail's directors may contracmally abdicate their fiduciary 

duties and managerial powers and responsibilities. 

183. Moreover, to the extern that the Two-Year Lock-Out purpons to bind 

ftimre directors of ComaU. it is uhra vires, void and unenforceable. 

184. Unless the Two-Year Lock-Om provision is declared ukra vires and void 

and defendants are enjoined fr'.m taking any action enforcing it. Comail and us legitimate 

constimencies face ineparable harm, 

185. Plaintiffs have no adequate remedy at law. 

COUNT SEVEN 
(Against the Defendant Directors 

for Breach of Fiduciary- Duiy with 
Respect to the Two-Year Lock-Out) 

186 Plamtiffs repeat and reallege each of the foregoing allegations as if fully 

forth in this paragraph. 
set 

187 By entering mto the Two-Year Lock-Out provision of the CSX Merger 

Agreemem. the Director Defendants purported to relinquish their power to act in the best interest 

of ComaU in connection with proposed acquisitions of Comail. 

188, Thus, by entermg mto the Two-Year Lock-Out provision, the Comail 

directors have abdicated their fiduciary duties, in violation of their dmies of loyalty and care, 

189, Plaintiffs have no adequate remedy at law. 
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COUNT EIGHT 
(Breach of Fiduciary Duty with 

Respect to the Lock-Up Provisions) 

190. Plamtiffs repeat and reallege each of the foregoing allegations as if ftilly set 

forth m this paragraph. 

191. In conjunction wnh the CSX Merger Agreement, the ComaU Board has 

agreed to tennination fees of S300 million and to the lock-up Stock Option Agreemem. 

192. These provisions confer no benefit upon Comail's shareholders and in fact 

operate and are intended lo operate to unpede or foreclose ftirther bidding for Comail. 

193. The Comail directors have adopted these provisions withom regard to what 

is m the best mterest of the Company and its shareholders, m violation of their fiduciary dmies. 

194. Plaintiffs have no adequate remedy at law. 

COUNT NINE 
(Declaratory Relief Against 

ComaU and Director Defendants That 
The Continuing Director Requirement 

Is Void Under Pennsylvama Law; 

195 Plamtiffs repeat and reallege each of the foregoing allegations as if ftilly set 

forth in this paragraph. 

196 Under Pennsylvania law. the business and affairs of a Pennsylvama 

corporation arc to be managed under the direction of the Board of Directors unless othenvise 

provided by stamte or in a By-Law adopted by the stockholders. Pa, BCL § 1721. 

197 Under Pennsylvama law. agreements resfricting the managerial discretion 

of directors are pemussible oniy in stamtory close corporations. 

198 No stamte couinenances Comail's and the currem Board's adoption of the 

Cominuing Director Requiremem No c:omail By-Law adopted by the Comail stockholders 
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prov ides that the cunent Board may limit a ftimre Board's management and direction of Comail. 

Comail is not a stamtory close corporation. 

199. Adoption of the Continuing Director Requirement constimtes an unlawftil 

attempt by the Director Defendants to Irnin the discretion of a ftimre Board of Directors with 

respect to the managemem of Comail. In particular, under the Cominuing Director Requirement, 

a duly elected Board of Directors that includes less than two cominuing directors would be unable 

to redeem or modify ComaU's Poison Pill even upon detenmmng that to do so would be :n 

Comail's best interests 

200. Plaintiffs seek a declaration that the Continuing Director Requirement is 

contrary to Pennsylvama stamte and. therefore, null and void. 

201. Plaintiffs have no adequate remedy at law, 

COUNT TEN 
(Declaratory Relief .Against ComaU 
and The Director Defendants That 

The Continuing Director Requirement 
Is Void Under Comail's .Articles 
of Incorporation And By-Laws) 

202. Plaintiffs repeat and reallege each of the foregoing allegations as if ftilly set 

forth in this paragraph, 

203. Under Section 3.5 of Comail's By-Laws. 

The business and affairs of the Corporation shall be managed under the 
direction of the Board which may exercise all such powers of the Corporation and 
do all such lawful acts and things as are not by stamte or by the Articles or by 
these By-Laws directed or required to be exercised and done by the shareholders. 

204. Pursuant to Section 1505 of the Pennsylvania Business Corporation Law. 

the By-Laws of a Pennsylvama corporation operate as regulations among the shareholders and 

affect contracts and other dealings between the corporation and the stockholders and among the 
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stockholders as they relate to the corporation Accordingly, the Righis Plan and the rights issued 

thereunder are subject to and affected by ComaU's By-Laws, 

205. Insofar as it purports tc remove from the duly elected board of Comail the 

power to redeem the rights or amend 'he Rights Plan, the Cominuing Director Requiremem 

directly conflicts with Section 3 5 of Comail's By-Uws. and is therefore v oid and unenforceable. 

206. Article Eleven of Comail's .Articles of Incorporation provides that 

Comail's emire board may be removed withom cause by vote of a majority of the stockholders 

who would be emitled to vote m the election of directors. Read together with Section 3.5 of 

ComaU's By-Laws, Article Eleven enables the stockholders to replace the emire mcumbem board 

with a new board with all powers of the mcumbem board, including the power to redeem the 

rights or to amend the Rights Agreement. The Cominuing Director Requiremem purports to 

prevent the stockholders fiom doing so. and is therefore void and unenforceable, 

207 Plaintiffs have no adequate remedy at law-, 

COI'NT ELEVEN 
(Declaratory- Relief .Against Comail 

and The Director Defendants That Adoption 
of the Continuing Director Requirement 

Constimted A Breach of the Duty of Loyalty) 

208. Plaintiffs repeat and reallege each of the foregomg allegations as if ftilly set 

forth in this paragraph. 

209. Adoption of the Continumg Director Requirement constimted a breach of 

the duty of loyalty on the part of the Directoi Defendants. Such adoption was the result of bad 

faith emrenchmeni motivation rather than a belief that the action was in the best interests of 

ComaU In adopting the Cominuing Director Requiremem, the Director Defendants have 

purported to circmnvem the ComaU stockholders' ftindamemal franchise rights, and thus have 

failed to act honestly and fairly toward ComaU and us stockholders Moreover, the Director 
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Defendants adopted the Continuing Director Requirement without first conducting a reasonable 

investigation 

210, The Continuing Director Requirement not oniy impedes acquisition of 

ComaU stock in the NS Offer, it also impedes any proxy solicitation in support of the NS Proposal 

because Comail stockholders will, unless the provision is invalidated, believe that the nominees of 

plaintiffs will be powerless to redeem the Poison PU! rights in the event they conclude that re­

demption is in the best interests of the corporation Thus, stockholders may believe that voting in 

favor of plaintiffs' nominees would be ftitile The Director Defendants intended their actions to 

cause Comail's stockholders to hold such belief 

211 Plaintiffs seek a declaration that the Director Defendants' adoption of the 

Continuing Director Requirement was in violation of their fiduciary duties and, thus. null, void 

and unenforceable, 

212, Plaintiffs have no adequate remedy at law 

COUNT TWELVE 
(Against ComaU ,And The Director 

Defendants For Actionable Coercion) 

213. Plaintiffs repeat and reallege each of th** fcregoing allegations as if fully set 

forth in this paragraph. 

214 The Diiector Defendants owe fiduciary duties of care and loyalty to 

ComaU Furthermore. ComaU and the Director Defendants, insofar as they undertake to seek and 

recommend action by ComaU's shareholders, for example with respect to the Charter Amendment, 

the CSX Offer or the NS Offer, stand in a relationship of tmst and confidence xis a vis Comail's 

shareholders, and accordingly have a fiduciary obligation of good faith and faimess to such 

shareholders in seeking or recommending such action Furthermore, shareholders are entitled to 

injunctive relief against fundamental unfaimess pursuant to PBCL § 1105. 
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215. Comail and its directors are seeking the approval by Conrail's shareholders 

of the Charter Amendment and are recommending such approval, 

216. Comail and its directors are seeking the tender by ComaU's shareholders of 

their shares into the CSX Offer and are recommendmg such tender 

217. In seeking such action and making such recommendations, Comail and its 

directors have sought to create the unpression among the Comail shareholders that the NS 

Proposal IS not a financially supenor, viable, and acmally available alten.aiive to the CSX Transac­

tion This unpression. however, is false. The only obstacles tc the NS Proposal are the ultra 

vires. Illegal impedimems constmcted by defendants, including ihe Poison PU! Lock-In. the Two-

Year Lock-Out, and the continuing director provisions of the Comai! Poison PUI Plan. 

218. The purpose for which defendants' seek to create this impression is to 

coerce Comail shareholders into delivering control over Comail swiftly to CSX. Furthemiore, the 

effect of this false impression is to coerce ComaU shareholders into delivering control over Comail 

to CSX, 

219. This coercion of the Comdii ,I.r"*bolders constimtes a breach of the 

fiduciary relation of tmst and confidence owed by the Corporavon and its directors to shareholders 

from whom they seek action and to whom they recommend the action sought. Moreover, this 

coercion, as well as uhe intense stmcmral coercion miposed by the revised CSX Transaction's 

highly from end loaaed first step tender offer, constimtes ftindamemal unfaimess to Comail 

shareholders. 

220. The conduct of defendants Comail and its directors is designed to. and 

will, if not emo.r wrongftiUy induce ComaiFs shareholders to sell their shares to CSX in the 

CSX Offer not for rea..m related to the economic ments of the sale, but rather because the illegal 

conduct of defendants has created the appearance that the financially (and othenvise) superior NS 
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Proposal IS not available to them, and that the CSX Transaction is the only opportunity available to 

them to realize premium value cn their investmem in Comail. 

221. Plaintiffs have no adequate remedy at law. 

COUNT THIRTEEN 
(Against CSX Fcr Aiding .And Abetting) 

Plaintiffs repeat and reallege each of the foregoing allegations as if ftilly set 

forth in this paragraph. 

223 Defendant CSX, through us agems, was aware of and knowingly and 

actively participated in the illegal conduct and breaches of fiduciary duty commined by Comail and 

die Director Defendants and set forth in Counts One dirough Eight. Twelve and Twenty-Two 

through Twenty-Four of this complaim, 

224 CSX's knowing and active participation in such conduct has harmed 

plaintiffs a.nd threatens irreparable harm to plaintiffs if not enjoined, 

225, Plaintiffs have no adequate remedy at law 

COU.NT FOURTEEN 
(Declaratory and Injunctive Relief Against 
Comail and the Director Defendants for 

Violation of Section I4'a) of the Exchange Act 
and Rule 14a-9 Promulgated Thereunder) 

226, Plaintiffs repeat ano reallege each of the foregoing allegations as if fully set 

fortn in this paragraph 

227, Section 14(a) of the Exchange Act provides that it is unlawftil to use the 

mails or any means or instmmentality of interstate commerce to solicit proxies in contravention of 

any mle promulg,iU;d by rhe SEC 15 U,S,C § •78n(a), 

228, Rule 14a-9 provides in peninent pan: ".No solicitation subject to this 

regulation shall be made by means of any ... commumcaiion, written or oral, containing any 
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statement which, at the time, and in light of the circumstances under which it is made, is false and 

misleading with respect to any material fact, or which omits to state any material fact necessary in 

order '.o make the statements therein not false or misleading. " 17 C.F.R. § 240.14a-9. 

229 Comail's Preliminary Proxy Sutement conuins die miirepresentations 

detailed m paragraph 123 above. It also omits to disclose die material facts deuiled in paragraph 

126 above. 

230. Further, Comail's press releases, public filings, and November 25. 1996 

Defimtive Proxy S'atemem detailed in paragraphs 59. 62. and 129 to 133 above, are misleading â  

set forth m such paragraphs 

231 Comail's November 25, 1996 Defimtive Proxy Statement also omits to 

disclose, as to each class of voting ' .curities of ComaU emitled to vote, the number of shares 

outstanding as of the December 5. 1996 record date. 

232. Tins omission is a violation of the proxy mles and in panicular. Item 6 of 

Schedule 14A which provides that: As to each class of voting securities of the registrant emitled 

to be voted at the meeting ... state the number of shares outstanding and the ivimber of votes to 

which each class is entitled " 

233. Each of the false and imsleadmg statements and omissiom. made by defen­

dants and alleged in this Compiaim were made under circmnsunces lhat should be expected to 

result m the granting or witfholding of proxies in the vote o.i the Charter Amendmem, and was 

intended to have such result 

234. Unless defendants are required by this Court to make conective disclo­

sures. Comail's stockholders will be deprived of their federal right to exercise meamngftiUy their 

voting franchise. 
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235 The defendants" false and misleading statements and omissions described 

above are essential links in defendants' effort to deprive Comail's shareholders of their ability to 

exercise choice conceming their mvesunem in Comail and their voting franchise. 

236. Plaintiffs have no adequate remedy at law 

COUNT FIFTEEN 
(Against Defendant CSX For Violation 
Of Section 14(d) Of The Exchange Act 
And Rules Promulgated Thereunder) 

237. Plaintiffs repeal and reallege each of the foregoing allegations as if fully set 

forth m this paragraph. 

238. Section !4(d) provides in pertinent part: "It shall be unlawful for any 

person, directly or indirectly by use of the mails or by any means or instrumentality of intersute 

commerce .. to make a tender offer for .. any class of any equity security- which is registered 

pursuant to section 78] of this title. ... if. after consurmnaticn thereof, such person would, directly 

or indirectly, be the beneficial owner of more than 5 per cennim of such class, unless at the tune 

copies of the offer, request or invitation are first published, sent or given to security holders such 

person has filed with the Comrmssion a statement comaimng such of the information specified in 

section 78m(d) of this title, and such additional information as the Comrmssion may by mles and 

regulanons prosecute . .' 15 U S C, § 7Sn(d), 

239. On October 16. 1996. defendant CSX filed with the SEC its Schedule 14D-

1 pursuant to Section 14(d), 

240. CSX's Schedule 14D-1 contains each of the false and misleading matenal 

misrepresentations of fact deuUed in paragraph 124 above Furthermore. CSX's Schedule 14D-1 

omits disclosure of the material facts deuiled in paragraph 126 above .Additionally, CSX's 

.Amendment No. 4 to its Schedule 14D-1 contains the m.isstaiements and or omissions alleged in 
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paragraphs 127(a) and (d) above. As a consequence of the foregoing, CSX has violated, and 

unless enjoined will commue to violate. Section 14(d) of the Exchange Act and the mles and 

regulations promulgated thereunder. 

241. CSX made die material misrepresentations and omissions descnbed above 

intentionally and knowingly, for the purpose of fraudulemly coercmg. misleading and manipulating 

Comail's shareholders to tender their shares into the CSX Offer. 

242. Plaintiffs have no adequate remedy at law. 

COU NT SIXTEEN 
(Against Defendant ComaU For Violation 

Of Section 14(d) Of The Exchange Act 
And Rules Promulgated Thereunder) 

243. Plaintiffs repeat and reallege each of the foregoing allegations as if ftilly set 

forth in this paragraph. 

244. Section 14(d)(4) provides in pertinent part: "Any soliciution or recom­

mendation to the holders of [securities for which a tender offer has been made] to accept or reject 

a tender offer or request or invitation for tender shall be made in accordance widi such mles and 

regulatioms as the [SEC] may prescribe as necessary or appropriate m the public interest of 

investors " Rule 14d-9 provides in pertinem part: "No solicitation or recommendation to secunty 

holders shall be mao-: by [the subject com.pany] with respect to a tender offer for such securities 

unless as soon as practicable on the date such solicitation or recommendation is first pvolished or 

sem or given to security holders such person ... file[s] with the [SEC] eight copies of a Tender 

Offer Solicuation'Tlecommendation Statemem on Schedule 14D-9. ' 

245. On October 16, 1996. ComaU (i) published its board of directors' recom­

mendation that Comail shareholders tender their shares in the CSX Offer and (li) filed with the 

SEC its Schedule 14D-9, 
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246. Comail's Schedule 14D-9 contains each of the false and misleading 

materia! misrepresentations detailed in paragraph 125 above. Further. Comail's Schedule 14D-9 

omits disclosure of the material facts deuUed in paragraph 126 above. Additionally. ComaU's 

Amendment No 4 to its Schedule 14D-9 with respect to the CSX Offer and us Schedule 14D-9 

with respect to the NS Offer contain the misstatements and'or omissions alleged in paragraphs 127 

(a), (c) and (d) above. As a consequence of the foregoing. Com-ail has violated, and unless en­

joined will continue to violate. Section 14(d) of the Exchange Act and the mles and regulations 

promulgated thereunder 

247. ComaU made the material misrepresentations and omissions described 

above intentionally and knowingly, for the purpose of fraudulently coercing, misleading and 

manipulating ComaU's shareholders to tender their shares into lhe CSX Offer, 

248. Plaintiffs have no adequate remedy at law-. 

COU.NT SEVENTEEN 
(.Against ComaU and CSX for Violation 

of Section 14(e) of the Exchange .Act 
and Rules Promulgated Thereunder) 

249. Plaintiffs repeat and reallege each of the foregoing allegations as if fully set 

forth m this paragraph. 

230. Section 14(e) provides in pertinent part: " I : <;hall be unlawful for any 

person to make any untme statement of a material fact or omit ro state any material fact necessary 

in order to make the statements made, in the light of the circumstances under which they are 

made, not misleading, or to engage in any fraudulent, deceptive, cr manipulative acts or practices 

in cormection with any tender offer . . . or any soliciution of security- holders in opposition to or 

in favor of any such offer . . . '" Defendants have violated and threaten to continue to violate 

Section 14(e) 
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251, The CSX Schedule 14D-1 constimtes a communication made under 

circumstances reasonably calculated to result in the procurement of tenders from Comail share­

holders in favor of the CSX Offer, 

252. The Comail Schedule 14D-9 and Proxy Statement constimte communica­

tions made under circumstances reasonably calculated to result in the procurement of tenders from 

Comail shareholders in favor of the CSX Offer, 

253 The CSX Schedule 14D-1 contains the false and misleading material 

misrepresentations detailed m paragraph 124 above. The CSX Schedule 14D-1 omits disclosure of 

the material facts detailed in paragraph 126 above. Additionally. .Amendment No. 4 to such 

Schedule contains the misstatements and/or omissions alleged in paragraphs 127(a) and Cb) above. 

254 The Comail Schedule 14D-9 contains the false and misleading matenal 

misrepresentations detailed in paragraph 125 above. The ComaU Schedule 14D-9 omi;; disclosure 

of the material facts detailed in paragraph 126 above. Additionally. Amendment No. 4 to such 

Schedule contains the misstatements and or omissions alleged in paragraphs 127(ai and (d) above. 

Also. ComaU's Schedule 14D-9 widi respect to the ,NS Offer contains the misstatements and/or 

omissions alleged in paragraphs 127(a) and ic) above. 

255, The ComaU Prelumnary Proxy Statement contains the false and misleading 

material misrepresentations deuUed m paragraph 124 above. The ComaU Proxy Sutemem omits 

disclosure cf the matenal facts deuUed in paragraph 126 above. 

256 These omirted facts are material to the decisions of Comail shareholders to 

hold, sell to market, or tender their shares in the CSX tender offer 

257. The defendants intentionally and knowingly made the material misrepresen­

tations and omissions described above, for the puipose of coercing, misleading, and manipulating 
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Conrail shareholders to swiftly transfer comrol over ComaU to CSX by tendering their shares in 

the CSX Tender Offer 

258. .Absent declaratory and injunctive relief requiring adequate corrective 

disclosure, plamtiffs. as well as all of Conrail's shareholders, wil! be in-eparably banned Comail 

shareholders will be coerced by defendants' fraudulem and manipulative conduct to sell ComaU to 

the low bidder. Plamtiffs NS and AAC will be deprived of the unique opponumty to acquire and 

combine businesses with Comail 

259 Plaintiffs have no adequate remedy at law. 

COUNT EIGHTEEN 
(Against Defendants ComaU and CSX 

For Civil Conspiracy To V i olate 
Section 14 Of The Exchange .Act 

And Rules Promulgated Thereunder) 

260. Plaintiffs repeat and reallege each of the foregoing allegations as if fully set 

forth in this paragraph 

261. Defendants Comail and CSX conspired and agreed to conduct the campaign 

of misinformation described in paragraphs 95 through 101 above for the purpose of coercing, 

misleading and manipulating Comail shareholders to swiftly transfer control over Comail to CSX. 

As set forth m Counts Fourteen through Seventeen above, which are incorporated by reference 

herem, the defendants' campaign of misinformation is violative of Section 14 of the Exchange Act 

and the mles and regulations promulgated thereunder 

262. Plaintiffs have no adequate remedy at law . 
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COUNT NINETEEN 
(Against ComaU for 

Estoppel Detrimenul Reliance) 

263 Plaintiffs repeat and reallege each of the foregoing allegations as if ftiUy set 

forth in this paragraph, 

264 By his acr-ons. silence and statements during the period from September 

1994 tc October 15, 1996. and particularly by his statements to .Mr. Goode in September and 

October of 1996 (as deuiled above in paragraphs 24 through 26. defendant UVan. purporting to 

act on behalf of Comail and its Be ard of Directors and with apparem authority to so act. led Mr. 

Goode to believe that Comail's Board was not interested in a sale of the company and that if and 

when the ComaU Board decided to pursue such a sale, it would let NS know and give NS an 

oppormmty to bid, 

265. Prior to October 15. 1996. NS had justifiably relied on Mr LeVan's false 

siatemems and representations in refraimng from making a proposal to ComaU's Board or 

initiating a tender offer of us own for Comail shares, 

266. Mr LeVan and Comail knew or should have knowr hat their actions, 

silence, siatemems and representations to NS would induce NS to believe that ComaU's board was 

not imerested in selling die company and that NS would be given an opportumty to bid if Comail's 

Board decided that Copjatl would be sold. 

.:67, Mr, LeVan and Com-ail knew or should have known that NS would rely 

upon 'heir actions, silence, siatemems and represemations to its detrmiem in refraimng from 

making a proposal to Comail"s Board or imtiating a tender offer of us own for ComaU shares 

268. NS did in fact rely upon LeVan's and ComaU's actions, silence, statements 

and representations to its detrimem m refraimng from making a proposal to ComaU's Board or 

initiating a tender offer of its own for Comail shares 
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269 Comail and its Board are estopped from effecmating a sale of the .ompany 

without giving NS an adequate opportumty tc present its competing tender offer to the Comail 

Board of Directors and ConraU shareholders Similarly, any provision in the CSX .Merger .Agree­

ment that would impede directors' or sha-eholders' ability to approve a competing tender cffer or 

takeover proposal, such as that made b. NS. is null and void. 

270. By virtue of .NS's justifiable reliance cn Comail's and .Mr LeVan's 

actions, silence and statements, it has suffered and will continue to suffer irreparable harm 

271. Plaintiffs have no adequate remedy at law-. 

COUNT TW ENTY 
(Unlawftil .And Ultra Vires .Amendment 
of ComaU's .Articles of Incorporation) 

272. Plaintiffs withdraw Count Twenty as moot, 

COUNT TWENTY-ONE 
(Declaratory Judgment .Against Comai! and the 

Director Defendants That the Entire ConraU 
Board. Or .Any One or .More of Comail's 

Directors. Can Be Removed Without Cause) 

273 Plaintiffs repeat and reallege each of the foregoing allegations as if fully set 

forth in this paragraph. 

274 Plaintiffs intend, if necessary to faciliute the NS Pro|X)sal. to solicu prox­

ies to be used at Comail's next annual meeting to remove ComaU's current Board of Directors 

275 There is presently a controversy among Comail. the Director Defendants 

and the plaintiffs as to whether the entire ComaU Board, or any one or more of Comail's 

directors, may be removed w ithout cause at the aiunual meeting by a vote of the rtiajority of 

Comail stockholders emitled to cast a "Ote at the .Atmual Meeting. 

276 Plaintiffs seek a declaration that .Article 11 of Comail's Articles of 

Incorporation permits the removal of the entire ComaU Board, or any one or more of ComaU's 
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directors, without cause by a majority vote of the Comail stockholders entitled to cast a vote at an 

annual election. 

277. Plaintiffs have no adequate remedy at law. 

COUNT TWENTY-TUO 

(For Breach of Fiduciary Dutv 
with Respect tc the New Special .Meeting) 

278 Plaintiffs repeat each of the foregoing allegations as if fully set forth herein. 

279. The director defendants, as members of the Comail Board, owe fiduciary 

duties to plaintiffs and all Comail shareholders to exercise their positions of tmst and confidence 

with due care, loyalty and fair dealing. 

280 By acting with improper motivations, including, but not lumted to. indicating 

their intention to deny plaintiffs and all ComaU shareholders the exercise of their right of share­

holder suffrage in an effort to ensure victory for the Charter .Amendment, defendants have 

breacheu th;ir fiducian duties to (i) plaintiffs and (ip to all ComaU shareholders by attempting to 

mampulite the shareholders' vote -̂ nd interfering with the exercise of shareholders' voting rights. 

281 The director defendants' conduct is. and. unless corrected, will continue to 

be. wrongful, unfair and harmful to plaimiffs as shareholders cf Comas 

282 Because the threatened failure to convene the Special Meeting of December 

23 vUl interfere with ih? shareholders' ability to exercise their voting rights, it also is contrary to 

public policy. 

283. Plaintiffs have been and will cont-iiue to be irreparably Jamaged by the 

acts of the director defendants. 

284 Plaintiffs have nc adequate remedy at l2w 
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COUNT TWENTY-THREE 
(For An Injunction Pursuant to 

Pennsylvama Business Corporations Law, 
15 Pa. Cons Sut. § 1105) 

285 Plaintiffs repeal each of the foregoing allegations above, as if fully set forth 

herein. 

286 .As more fully alleged above, the director defendants' conduct with regard 

to the December 23 Special .Meeting has been taken with improper motives and in bad faith for the 

sole or primary purpose of depriving plaintiffs and ComaU's other shareholders die free exercise of 

iheir right of shareholder suffrage Such conduct strikes at the foundation of corporate democracy 

and govemance and is fundamen:ally unfair. 

287. The director defendants have acted fraudulently in at least two respects 

first, contrary- to ttieir public representations and representations before this Court that Comail 

shareholders would have a choice with respect to the CSX Transaction, defendants now say that 

only a vote approving the Charter Amendment will be counted and given effect: and second, by 

recommending approval of the Charter .Amendment w ithout disclosing that they do not believe 

such approval is in die shareholders' best interests. 

288. Moreover, by announcing that the New Special Meeting may be successive­

ly f)ostponed until the ComaU shareholders submit to die.r will, defendants are anempting to 

discourage opposition and coerce approval of the Charter .Amendment This, too, constimtes 

lundamental unfaimess, 

289. Further, defendants are threatening to utilize corporate assets to solicit 

proxies to be voted at successively postponed meetings, while shareholders such as NS must utilize 

their c An assets to finance courtersoliritations Thus, the successive postponement of the New 

Special Mc'ting threatens to multiply th: costs cf oppjsing nunagement's solicitation. whUe man­

agement draws upon the corporate coffers. This, too, constimtes fundamental unfaimess, 
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290 Plaintiffs have been and will continue to be irreparably harmed by the 

conduct of the director defendants. 

291. Plaintiffs have no adequate remedy at law. 

COUNT TWE.NTY-FOUR 
(Against the Defendant Directors 

for Breach of Fiduciary Duty w ith 
Respect to Section 5.1(b) of the .Merger Agreement) 

292. Plaintiffs repeal and reallege each of the foregoing allegations as if fully set 

forth in this paragraph. 

293 In conjunction with the .Amended .Merger .Agreement, the Conrail Board 

has relinquished its power to act in the best mterest of ComaU in connection with the proposed 

acquisitions of ComaU by improperly delegating to CSX the ability to call a Special Meetmg of 

Comail's stockholders, 

294 The Comail Board unproperly has given to CSX, pursuant ro the amended 

Merger Agreement, the ability to call a Special .Meeting of ComaU stockholders in violation of 

Section 2521 of the PBCL. CSX is not en.itled to call a special meetmg of Tomail's stcckholders 

under Section 2521 Comail has not opted out of Section 2521 by providing its stockholders m its 

Articles of Incorporation with a right to call a special meeting, 

295 Thus, by contractually bindmg .iseK to call a special meeting of stockhold­

ers at the request of CSX, the Comail directors .have abdicated their fiduciary- duties, in violation 

of their duties of care and loyalty. In addition, they have attempted to circumvent the provisions >t 

the PBCL by allowing CSX tc call special memngs of ComaU stockholders which CSX cannot do 

under the PBCL. 

296 If CSX is going to assert that it should have the power to call special meet­

ings of stockholders under Section 5 .1 of the amended Merger Agreement - a power which 
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