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WASHINGTON, D.C. 20549 
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(TITLE OF CI>SS Or SECUP'TIES) 

208 366 10 0 
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par value, of Conrail Inc. at $92.50 nat per share in cash. 
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S.S, OR I.R.S. IDEHrZriCATlON NO. or ABOVE PERS 
CSX CORPORATION 

Fige 1 of 2 pages 

3. 

4. 

5. 

6. 

CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP 

SEC USE ONLY 

SOURCE OF FUNDS 
BK, HC 

(a) / / 
(b) /X/ 

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

CinzmSHIP OR PLACE OF ORGANIZATION 
VIRGINIA 

8. 

9, 

AGGREGATE AMOUNT BENEFICIALLY OWED BY EACH REPO-̂ TING PERSON 
0 S M S « : t i o n 13 o f t h « O f f e r t o Purch«»«, cUtad (5ctob»,r 16, 1996 f i l e d as E x h i b i t 

httrnto 

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

(a)(1) 

10. 

PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (7) 
0% 

TYPE OF REPORTING P2RS0N 
HC and CO 
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1, NAMES OF REPORTING PERSONS 
S.S. OR I.R.S. IDENTIFICATION NO. OF ABOVE PERSON 
GREEN ACQUISITION CORP. 

2. CHECK IHE APPROPRIATE BOX IF A MEMBER OF A GROUP (a) 
(b) 

/ / 
/X/ 

3. SEC USE ONLY 

4, SOURCE OF FUNDS 
AF 

5. attXK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED PURSUANT TO ITEM 2 (•) or 2(f) / / 

6. CITIZENSHIP OR PLACE OF ORC»NIZATI0N 
PENNSYLVANIA 

7, AGGREGATE AMOUNT BENEFICIALLY OWED BY EACH REPORTING PERSON 
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e. CHECK BOX IF THE AGGREGATE AMOUNT IN ROM (7) EXCLUDES CERTAIN SHARES / / 

9, PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (7) 
0% 

10. REPORTING PERSON 
CO 



ITEM 1. SECURITY AND SUBJECT COMPANY. 

(a) The name of the subject company is Conrail Inc., a Pennsylvania 
corporation (the "Company"). The address of the Company's principal executive 
offices ia 2001 Maricet Street, Two Comm-rce Square, Philadelphia, P'«nnsylvania 
19101-1417. ' 

(b) This Statement on Schedule 14D-1 relates to the offer by Green 
Acquisition Corp. ("Purchaser"), a Pennsylvania corporation and a wholly owned 
subsidiary of CSX Corporation, a Virginia corporation ("Parent"), to purchase an 
aggregate of 17,860,124 shares of (i) Conmon Stoclc, par value SI.00 per share 
(the "Conmon Shares"), and ( i i ) Series A ESOP Convertible Junior Preferred 
Stock, without par value (the "ESOP Preferred Shares" and, together with the 
Comnon Shares, the "Shares"), of the Company, Including, in each case, the 
associated Conmon Stock Purchase Rights, upon the teems and subject to the 
conditions set forth in the Offer to Purchaae dated (>:tober 16, 1996 and in the 
related Letter of Transmittal (which, together with any amenchtients or 
supplements thereto, constitute the "Offer") at a purchase price of 592.50 per 
Share, net to the tendering shareholder in cash. At October 10, 1996, 80,178,281 
Conmon Shares and 9,571,086 ESOP Preferred Shares were outstanding. The 
information set forth under "Introduction" in the Offer to Purchase annexed 
hereto as Exhibit (a)(1) I s incorporated herein by reference. 

(c) The information set forth under "Price Range of Shares; Dividends" in 
the Offer to Purchase i s Incorporated herein by reference. 

ITEM 2. IDENTITY AND BACKGROUND. 

(a)-(d); (g) This Statement i s being filed by Purchaser and Parent. The 
Information set forth under "Introduction" and "Certain Information Concerning 
Purchaser and Parent" in the Offer to Purchase and Schedule I thereto l a 
Incorporated herein by reference. 

(e)-(f) Durinj the last five years, neither Purchaser, Parent nor any 
parsons controlling Purchaser, nor, to the best knowledge of Purchaser or 
Parent, any of the persons listed on Schedule I to the Offer to Purchase (i) has 
been cx>nvicted in a criminal proceeding (excluding t r a f f i c violations or similar 
•lisdemeanors) or ( i i ) was a party to a c i v i l proceeding of a judicial or 
aciiilnistrative body of competent jurisdiction as a result of which any such 
person was or i s subject to a judgment, decree or final order enjoining future 
violations of, or prohibit' ig activities subject to, federal or state securities 
laws or findlr..) any violat on of such laws. 

ITEM 3. FAST CONTACTS, TRANSACTIONS OR NEGOTIATIOf'S WITH THE SUBJECT 
COMPANY. 

(a)-(b) The information set forth under "Intrc<luction," "Background of the 
Offer; Contacts with the Company," "Purpose of the Offer and the Merger; Plans 
for the Company," "Merger Agreement; Other Agreenarts," "Certain Information 
Concerning the Conipany" and "Certain Information Conc<>rning Purchaser .ind 
Parent" in the Offer to Purchase i s incorporated hereii: by reference. 

ITEM 4. SOURCE AND AMOUNT OF FUNDS OR OTHER CONSIDERATION. 

(a)-(b) The information set forth under "Introduction" and "Source and 
Amount of Funds" in the Offer to Purchase i s incorporated he.ein by reference. 

(c) Not applicable. 

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

(a)-(e) The infonnation set forth under "IntrcxJuction," "Background of the 
Offer; Contacts with the Company," "Purpose of the Offer and the Merger; Plans 
for the Company* and "Merger Agreement; Other Agreements" in the Offer to 
Purchase i s incorporated herein by reference. 

(f)-(g) The information set forth under "Introduction" and "Effect of the 
Offer on the Market for the Conmon Shares; Exchai.ge Listing and Exchange Act 
Registration; Margin Regulations" in the Offer to Purchase i s incorporated 
herein by reference. 

ITEM 6. INTEREST IN SECURITIES OF THE SUBJECT COMPANY. 

(a)-(b) The information set forth under "Introduction," "Certain 
Information Concerning Purchaser and Parent" and "Merger Agreement; Other 
Agreements" in the Offer to Purchase i s incorporated herein by reference. 
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: ; T E M 7. CONTRACTS, ARRANGEMENT.';, UNDERSTAVDINGS OR RELATIONSHIPS WITH RESPECT 
TO THE SUBJECT C .MPANY'S SECURITIES, 

The Informat ion set forth under "Introduct ion," "Background of the O f f e r ; 
Contacts with the Company," "Purpose of the o f f e r and the Merger; Plans for the 
Company," " C e r t a i n Information Concerning Purchaser and Parent ," and "Merger 
Agreement; Other Agreements" i n the Offer to Purchase i s incorporated here in by 
re ference . 

ITEM 8, PERSONS RETAINED, EMPLOYED OR TO BE COMPENSATED. 

The informat ion set for th under "Fees and Expenses" i n the Of fer to 
Purchase i s incorporated herein by reference , 

ITEM 9. FINANCIAL STATEMENTS OF CERTAIN BIDDERS. 

The informat ion set for th under "Certain Information Concerning Purchaser 
and Parent" i n the o f f e r to Purchase i s incorporated herein by re ference . 

ITEM 10. ADDITIONAL INFORMATION. 

(a) Not a p p l i c a b l e . 

(b) - ( c ) The information set f or th under "Introduction" and "Certa in Legal 
Matters; Regulatory Approvals" i n the Offer to Purchase i s incorporat<sd here in 
by re ference . 

(d) The information set f o r t h under " E f f e c t of the Offer on the Market for 
the Common Shares ; Exchange L i s t i n g and Exchange Act Reg i s t ra t ion; Margin 
Regulations" i n the Of fer to Purchase i s incorporated herein by re ference . 

(e) The information set f o r t h under "Certa in Legal Matters; Regulatory 
Approvals" i n the O f f e r to Purchase i s incorporated herein by r e f e r e n c e . 

( f ) The information set f o r t h i n the Offer to Purchase and the L e t t e r of 
T r a n s m i t t a l , copies of which are attached hereto as E x h i b i t s (a)(1) and ( a ) ( 2 ) , 
r e s p e c t i v e l y , i s incorporated here in by re ference . 

ITEM 11. MATERIAL TO BE FILED AS EXHIBITS. 

(a)(1) Offer to Purchase dated October 16, 1996. 
(a)(2) Letter of Transmittal. 
(a)(3) Notice of Guaranteed Delivery. 
(a)(4) Latter to Brokers, Dealers, Commercial Banks, Trust Companies and Other Nominees, 
(a) (5) Letter to Clients tor use b/ Brok a. Dealers, Conmercial Banks, Trust Companies and Othar 

Nominees. 
(a)(6) Guidelines for Certif ication of Taxpayer Identification Number on Substitute Form i4-9, 
(a)(7) Text of Press Release issued by Parent on October 15, 1996. 
(a) (8) Form of Summary Advertisement dated Octob<>r 16, 1996. 
(b) Not applicable. 
(c) (1) Agreement and Plan of Merger, dated as of October 14, 1996, by and among Parent, Purchaser 

and the Company. 
(c) (2) Company Stock Option Agreement, dated as of OctolMr 14, 1996, between Parent and the 

Company. 
(c)(3) Parent Stock Option Agreement, dated as of October 14, 1996, between Pr.rent and the 

Conpany. 
(c) (4) Form of Voting Trust Agreement. 
(d) Not applicable, 
(c) Not applicable, 
(f) Not applicable. 



SIGNATURE 

After due inquiry and to the best of i t s knowledge and belief, the 
undersigned c e r t i f i e s that the information set forth in this statement i s true, 
conqplete and correct, 

CSX CORPORATION 

By: /s/ MARK G. ARON 

Name: Mark G. Aron 
Ti t l e : Senior Vice 

Public Affairs 
President — Law and 

Dated: October 16, 1996 



SIGNATURE 

After due inquiry and to the best of ita knowledge and belief, tha 
undersigned c e r t i f i e s ttat the information set forth in this statement i a true, 
coBujlete and ccrrect. 

3REEN ACQUISITION CORP, W ^ ^ / 

By: /s/ MARK G. ARON 

Name: Mark G. Aron 
Ti t l e : General Counsel and Sasratary 

Dated: October 16 , 1996 

•rngmm 



EXHIBIT INDEX 

EXHIBIT 
NO. 

(a)(1) Offer to Purchase dated October 16, 1996. 
(a)(2) Latter of Transmittal. 
(a)(3) Notice of C^aranteed Delivery. 
(a)(4) Letter to Brokers, Dealers, Conmercial Banks, Trust Conpanies and Other Nominees, 
(a)(5) Letter to Clients for use by Brokers, Dealers, Conmercial Banks, Trust Companies and 

Othar Nominees. 
(a)(6) Guidelines for Certification of Taxpayer Identification Number on Substitute Form H-9, 
(a)(7) Text of Press Release issued by Parent on October 15, 1996. 
(a) (8) Form of Sunmary Advertisement dated October 16, 1996. 
(b) Not applicable, 
(c) (1) Agreement ard Plan of Merger, dated as of October 14, 1996, by and among Parent, 

Purchaser and the Conpany. 
(c)(2) Conpany Stock Option Agreement, dated as of October 14, 1996, between Parent and th* 

Conpany. 
(c)(3) Parent Stock Option Agreement, dated as of October 14, 1996, between Parent and the 

Company. 
(c)(4) Fom of Voting Trust Agreement, 
(tf) Not applicable. 
(•) Not applicable. 
If) Not applicable. 



OTFEK TO pimCHASE FOR CASH 

AN AGGREGATE OF 17,860,124 SHARES 
OF 

(XMON STOCK AND SERIES A tSOP CONVERTIBLE JUNIOR PREFERRED STOCK 
(INCLUDING, IN EACH CASE, THE ASSOCIATED COmW STOCK PURCHASE RIGHTS) 

OF 

CONRAIL INC. 
AT 

$92.50 NET PER SHARE 
BY 

GREEN ACWISITION CORP. 
A tMOLLY (MNED SUBflDIAFY Of 

CSX CORPORATION 

THE OFFER, PRORATION PERIOD AND HITHORAMa RIGHTS HILL EXPIRE AT 12:00 MIDNIGHT, 
NEW YORK CITY TIKE, ON FRIDAY, NOVEWER 15, 1996, UNLESS THE OFFER IS EXTENDED. 

THE OfFEF IS CONDITIONED UPON, AM3NG OTHER THINGS, (1) THE RECEIPT BY GREEN 
ACQUISITION CORP. CPURCHASER"), PRIOR TO THi EXPIRATION OF THE OFFER, OF AN 
INFORMAL WWTTEN OPINION IN FORM AND SUBSTAM(;E REASONABLY SATISFACTORY TO 
PURCHASER FROM THE STAFF OF THE SURFACE TRANSPORTATION BOARD (THE "STB") , 
WITHOUT THE IMPOSITION OF ANY CONDITIONS UNACCEPTABLE TO PURCHASER, THAT THE USE 
OF A VOTING TRUST IM SUBSTANTIALLY THE FORM CONTEMPLATED BY THE MERGER AGREEMENT 
(THE -VOTING TRUST" 1 IS CONSISTENT WITH THE POLICIES OF THE STB AG.\INST 

UNAUTHORIZED A< OUISITIONS OF CONTROL OF A REGULATED CARRIER, (2) THE RECEIPT BY 
PURCHASER, PPJOR TO THE EXPIRATION OF THF OFFER, OF AN INFORilAL STATtMENT FROM 
THE PRIMERGER NOTIFICATION OFFICE OF THE FEDERAL TRACE COmiSSIOH THAT THE 
TRANSACTIONS CONTEMPLATED BY THE OFFER, THE MERGER AGRUMENT AND THE COWANY 
STOCK OPTION ASREOSMT (AS SUCH TERMS ARE DEFINED HEREIN) ARE NCTT SUBJECT TO, OR 
ARE EXFMPT FROM, THE HART-SCOTT-RODINO ANTITRUST IMPROWIMENTI ACT OF 1976, AS 
AIWDED (THE "HSR ACT"), OR IN THE ABSENCE OF THE RECEIPT OF SUCH INFORMAL 
STATEMENT, ANY APPLICABLE WlITING PERIOD UNDER THE HSR ACT SHALL HAVE EXPIRED OR 
BEEN TERMINATED PRIOR TO THE EXPIRATION OF THE OFFER, (31 PARENT AND PURCHASER 
OBTAINING, PRIOR TO THE EXPIRATION OF THE OFFER, SUFFICIENT FINANCING, ON TERMS 
REASONABLY ACCEPTABLE TO PARENT, TO ENABLE CONSUMMATION OF THE OFFER AND tCRGER 
AND (4) THERE BEING AT LEAST 17,160,124 SHARES (AS DEFINED HEREIN) VALIDLr 
TENDERED AND NOT PROPERLY MITHDRAVW PRIOR TO THE EXPIRATION OF THE OFFER. SEC 
SECTION 15. 

THE BOARD OF DIRECTORS OF CONRAIL IMC. (THE "COMPANY") HAS UNANIMOUSLY 
APPROVED THE OFFER AND THE MERGER, DETERMINED THAT THE MERGER AGREEMENT AND THE 
TRANSACTIONS CONTIMPLATED THEREElr (IWrLUCING THE OfTER AND THE MERGER) ARE I N 
THE BEST INTERESTS OF THE COffANY AND RtCO»t«J<DS THAT SHAREHOLDERS OF THE 
OQI<>ANr m o DESIRE TO RECEIVE CASH FOR THEIR SHARES ACCEPT THE OFFER AND TDIOeR 
THEIR SHARES PURSUANT TO THE OFFER. 

lHWRTMfT 

Any shareholder desiring to tender a l l or any portion of such shareholder's 
on Shares (as defined herein) or CSOP Preferred Shares (as defined herein, 

and together with the Coanon Shares, the "Shares") should either (i) cceplete 
and sign the Letter of Tranaaiittal (or a facsiadle thereof) in accordance with 
the instructions in the Letter of Transadttal, have such shareholder's signature 
thereon guaranteed if raguired by Instruction 1 to the Letter of Transaittal, 
• a i l or deliver the Letter of Transadttal (or luch facsiadle thereof) and any 
other required docunents to the Depositary and either deliver the certificates 
(or such Shares to the Depositary along with the Letter of Transadttal (or a 
(acsinile thereof) or deliver such Shares pursuant to the procedure for 
book-entry transfei; set forth In Section J prior to the expiration of the Offer 
or ( i i ) request sucb shareholder's broker, dealer, coaenrclal bank, trust 
coi^ny or other nominee to effect the transaction for such sfiareholder. A 
shareholder having Shares registered in the nane of a broker, dealer, coeiaercial 
bank, trust ccapany or other noainee nust contact such broker, dealer, 
coaMrcial bank, trust coafwny or other noaiinea i f such shareholder desires to 
tender such Shares. 

Any shareholder who desires to tender Shares and tAwse certificates for such 
fharas are not iaaHdiataly available, or «(>o cannot comply •'ith the procedures 
(or book-entry transfer described in this Otfer to Purchase on a tinaly basis, 
•ay tender such Shares by following the procedures for guaranteed delivery set 
forth in Section 3. 

Questions and requests for assistance or for additional copies of this Offer 
to Purchase, the Letter r>: Transmittal ur other tender offer •aterials, aay be 
directed to the Tr.foraation A.ient (az defined herein) or the Dealer Manager (as 
defined herein) at their respective addresses and telephocM ntntiers set forth cn 
tike back cover of this Offer to Purchase. 

The Dealer Manager for the Offer !•> 
WtSSERSTEIN PERELLA t CO., IMC, 

OetaiMT 1«, i m 
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TO THE HOLDEI .S OF COhBlOU STOCK AND SERIES A ESOP CONVERTIBLE 
JUNIOR PREFEKRED STOCK OF CONRAIL INC,: 

IKTRODUCTH»I 

Green Acquisition Corp. ("Purchaser"), a Pennsylvania corporation and a 
wholly owned subsidiary of CSX Corporation, a Virginia corporation ("Parent"), 
hereby offers to purchase an aggregate of 17,860,124 shares of (i) common stock, 
par vaJue $1.00 per share (the "Common Shares"), and ( i i ) Series A ESOP 
Convertible Junior Preferred Stock, without par value (the "ESOP Preferred 
Shares" and, together with the Common Shares, the "Shares"), of Conrail Inc., a 
Pennsylvanic corporation (the "Company"), including, in each case, the 
associated Common Stock Purchase Rights (the "Rigl.ts") issued pursuant to the 
."-ahts Agreement, dated as of July 19, 1989, between the Company and First 
Chic:'go Trust Company of New York, as Rights Agent (as amended, the "Rights 
Agreement";, at a price of $92.50 per Share, net to the seller in cash, without 
interest v h c o n 't^c "Cffor Price"), 'jpon the tertvis and subject to the 
conditions set forth in this Otte.' to Purchase and in the related Letter of 
Transmittal (which, as amended from time to time, together constitute the 
"Offer") . Unless the context otherwise requires, alV references to Common 
Shares, ESOP Preferred Shares or Shares shall incljde the associated Rights, and 
a l l references to the Rights shall include the bf.nefits that may enure to 
holders cf the Rights pursuant to ths Rights Ao.eement, including the right to 
receive any payment due upon redemption of th'. Rights. 

Tendering shareholders w i l l not be oblijated to pay brokerage fees or 
commissions or, except as set forth in Instruction 6 of the Letter ot 
Transmittal, stock transfer taxes on the purchase of Shares by Purchaser 
pursuant to the Offer. Purchaser w i l l pay a l l charges and expenses of 
Wasserstein Perella 6 Co., Inc., as Dealer Manager (in such capacity, the 
"Dealer Manager"), IBJ Schroder Bank « Trust Company, as Depositary (the 
"Depositary"), and MacKenzie Partners, Inc., as Information Agent (the 
"Information Agent"), incurred in connection with the Offer, See Section 17. 

Participants in the Company's .Matched Savings Plan (the "ESOP") desiring 
that F i d e l i t y Management Trust Company, as trustee under the ESOP (the "ESOP 
Trustee") r tender the ESOP Preferred Shares allocated '•o their accounts, which 
w i l l be converted into Common Shares upon consummation of the Offer, should so 
instruct the ESOP Trustee by completing the form that w i l l be provided to 
participants for that purpose. ESOP participants cannot tender shares allocated 
to t h e i r ESOP accounts oy executing the Letter of Transmittal. 

THE BOARD OF DIRECTC tS OF THE C(3MPANY (THE "BOARD" OR "BOARD OF DIRECH'ORS") 
HAS UNANIMOUSLY APPROVEr THE OFFER AND THE MERGER (AS DEFINED BELOW) , DETERMINED 
THAT THE MERGER AGREEMENT AND THf TRANSACTJOHS CONTEMPIĴ TED THEREBY (INCLUDING 
THE OFFER AND THE MERGER) ARE THE BEST INTERESTS OF THE COMPANY AND 
RECOMMENDS THAT SHAREHOLDERS OF THE COMPANY WHO DESIRE TO RECEIVE CASH FOR THEIR 
SHARES ACCEPT THE OFFER AND TENDER THEIR SHARES PURSUANT TO THE OFFER. 

THE OFFER IS CONDITIONED UPON, AMONG CYTHER THINGS, (1) THE RECEIPT BY 
PURCHASER, PRIOR TO THE EXPIRATION OF THE OFFER, OF AN INFORMAL WRITTEN OPINION 
IN FORM AND SUBSTANCE REA.<50NABLY SATISFACTORY TO PURCHASER FROM THE STAFF OF THE 
SURFACE TPANS-XSHTATION BOARD (THE "STB"), WITHOUT THE IMPOSITION OF ANY 
CONDITIONS UNArCEPTABLE TO PURCHASER, THAT THE USE OF A VOTING TRUST IN 
SUBSTANTIALLY THE FORM CONTEMPLATED BY THE MERGER AGREEMENT (THE "VOTING TRUST") 
IS CONSISTENT WITH THE POLICIES OF THE STB AGAINST UNAUTHORIZED ACQUISITIONS OF 
CCrnnOL OF A REGULATED CĴ RRI"̂ " (SUCH CONDITION, THE "VOTING TRUST CONDITION"), 
(2) THE RECEIPT BY PUR(7HA5ER, PRIOR TO THE EXPIRATION OF THE OFFER, OF AN 
INFORMAL STATEMENT FROM THE t-miEPCER NnTTFTr*Tr"N OFFICE OF THE FEICRAL TRADE 
COMMISSION (THE "FTC") TH\r THE TRANSAfTTIONS CONTEMPLATED BY THE OFFER, THE 
MERGER AGREEMENT AND THE COMP.'jlY STOCK OPTION AGREEMENT (AS SUCH TERMS ARE 
DEFINED HEREIN) ARE NOT SUB.iECT TO, OR ARE EXEMPT FROM, THE HART-SCOTT-RODINO 
ANTITRUST IMPROVEMENTS ACT OF 1976, AS AMENDED (THE "HSR ACT"), OR, IN THE 
ABSENCE OF THE RECEIPT OF SUCH INFORMAL STATEMENT, ANY APPLICABLE WAITING PERIOD 
UNDER THE HSR ACT SHALL HAV5: EXPIRED OR BEEN TERMINATED PRIOR TO THE EXPIRP.TIW 
OF THE OFFER (SUCH CONDITION, THE "HSR CONDITION"), (3) PARENT AND PURCHASER 
OBTAINING, PRIOR TO THE EXPIRATION OF THE OFFER, SUFFICIENT FINANCING, ON TERMS 
REASONABLY ACCEPTABLE TO PARENT, TO ENABLE COl.iUMMATION OF THE OFFER AND 
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MERGER AND (4) THERE BEING AT LEAST 17,860,124 SHARES (THE "MINIMUM NUMBER OF 
SHARES") VALIDLY TENDERED AND NOT PROPERLY WITHDRAWN PRIOR TO THE EXPIRATION OF 
THE OFFER (THE "MINIMUM CONDITION"). SEE SECTION 15. 

The Company has advised Purchaser that each of Lazard Freres t Co. LLC 
("Lazard Freres") and Morgan Stanley 6 Co. Incorporated ("Morgan Stanley") has 
delivered to the Board i t s w r i t t e n opinion t h a t as of the date of the Merger 
Agreement (as defined below) the consideration to be received by the holders of 
Shares pursuant to the Offer and the Merger, taken together, i s f a i r from a 
f i n a n c i a l point of view to such holders. A copy of each such opinion i s 
contained i n the Conpany's Solicitation/Recommendation Statement on Schedule 
14D-9 (the "Schedule 14D-9-), which i s being mailed to shareholders of the 
Conipany herewith, and such shareholders are urged to read the opinion i n i t s 
e n t i r e t y for a des c r i p t i o n of the assumptions made, factors considered, 
procedures followed by, and c e r t a i n i n f o r m a t i o i concerning, Lazard Freres and 
Morgan Stanley. 

The purpose of the Offer i s f o r Parent, through Purchaser, t o acquire a 
• I g n l f l e a n t equity i n t e r e s t i n the Company a_ thu f i r s t step i n a business 
combination of Parent and the Company. The Offer i s being made pursuant t o an 
Agreement and Plan of Merger, dated as of October 14, 1996 (the "Merger 
Agreement"), by and among the Company, Parent and Purchaser. The Merger 
Agreement provides t h a t , f o l l o w i n g the completion of the Offer and the 
a a t i u f a c t i o n or waiver of c e r t a i n conditions, the Conpany w i l l b* merged w i t h 
and i n t o Purchaser (the "Merger"), w i t h Purchaser as the s u r v i v i n g corporation 
(the "Surviving Corporation"), i n accordance w i t h the Pennsylvania Business 
Corporation Law of 1988, as amended (the "Pennsyiva.nia Law"). As more f u l l y 
described i n Section 13, i n the Merger, each outstanding Share (other than 
Shares held i n the treasury of the Company or owned by Parent, Purchaser or any 
other wholly owned subsidiary of Parent or the Conpany) w i l l be converted, at 
the e l e c t i o n of the holder of Shares and subject t o c e r t a i n l i m i t a t i o n s , i n t o 
the r i g h t to receive ( i ) S92.50 i n cash, without i n t e r e s t , ( i i ) l.856i9 shares 
of common stock, par value $1.00 per share, of Parent (the "Parent Coinnon 
Stock") or ( i l l ) a combination of such cash and shares of Parent Common Stock. 
However, the Merger Agreement contains provisions which w i l l ensure t h a t , 
regardless of the number of Shares f o r which holders have elected t o receive 
cash or Parent Common Stock, as the case may be, the aggregate nun4>er of Shares 
to be converted i n t o Parent Common Stock pursuant to the Merger s h a l l be equal 
as nearly as practicable t o 601 of a l l Shares outstanding immediately p r i o r to 
the Merger on a f u l l y d i l u t e d basis (except f o r Shares issuable or outstanding 
pursuant to the Company Stock Option, as her e i n a f t e r defined), and the aggregate 
number of Shares to be converted i n t o the r i g h t t o receive cash pursuant t o the 
Merger, together w i t h the Shares t h e r e t o f o r e purchased by Purchaser (other than 
upon exercise of the Company Stock Option), s h a l l be equal as nearly as 
practicable t o 401 of a l l such Shares o j t s t a n d l n g limnediately p r i o r t o the 
Merger. Accordingly, i n the case of any o a r t i c u i a r shareholder, depending on the 
aggregate number of Shares f o r which the holders have elected t o receive cash or 
Parent Common Stock, as the case may be, such shareholder may not receive i n 
respect of his or her Shares the amount of cash, Parent Con»non Stock or 
combination thereof that such shareholder requested i n his or her e l e c t i o n . See 
Section 13. The Surviving Corporation w i l l be a wholly owned subsidiary of 
Parent. The time at which the Merger i s consummated i n accordance w i t h the 
Merger Agreement i s hereinafter r e f e r r e d t o as the " E f f e c t i v e Time." The Offer 
and the Merger are sometimes c o l l e c t i v e l y r e f e r t e d t o herein as the 
"r-ansactions." 

THE OFFER DOES NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN 
OFFER TO WY PARENT COMMON STOCK. SUCH AN OFFER MAY BE MADE ONLY PURSUANT TO A 
PROSPECTUi. 

In comection w i t h the execution of the Merger Agreement, the Conpany and 
Parent ent.-red I n t o an option agreement (the "Company Stock Option Agreement") 
pursuant to which the Company granted to Parent an option (the "Company Stock 
Option"), e i e r c i s a b l e only i n c e r t a i n events, to purchase 15,955,477 Conmon 
Shares at ?n exercise p r i c e of 592.50 per Common Share, subject t o adjustment as 
•et f o r t h -.herein. Concurrently, Parent and the Conpany entered i n t o an option 
agreement (the "Parent Stock Option Agreement" and, together w i t h the Conpany 
Stock Option Agreement, the "Option Agreements") pursuant to which Parent 
granted to ths Company an option, exercisable only i n c e r t a i n events, t o 
purchase 43,090,773 shares of Parent Common Stock at an exercise p r i c e of $64.82 
per share, subject to adjustment as set f o r t h t h e r e i n . See Section 13. 
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simultaneously with the purchase of Shares pursuant to the Offer, the 
Shares purchased w i l l be deposited in an independent, irrevocable Voting Trust 
i n accordance with the terms of the proposed Voting Trust Agreement. See 
Sections 13 and 16. The Offer i s conditioned upon satisfaction of the Voting 
Trust Condition. 

Certain other conditions to the consuimation of the Offer are described i n 
Section 15. Subject to the terms of tht Merger Agreement, Purchaser reserves the 
ri g h t to waive any one or more of the conditions to the Offer. 

Under Subchapter E of Chapter 25 of the Pennsylvania Law (the "Pennsylvania 
Control Transaction Law"), unless a corporation's a r t i c l e s of incorporation or 
by-laws adopted by the shareholders otherwise provide, a f t e r the occurrence of a 
"control transaction", any holder of voting shares cf a "registered corporation" 
(such as the Company) may make written demand on the "cont r o l l i n g person" for 
payment of cash i n an amount equal to the " f a i r value" of each voting share as 
or cue date on which the control transaction occurs. A "control transaction" i s 
the acquisition by a "co n t r o l l i n g person" — that i s , a person or group of 
persons acting i n concert who have voting power over voting shares of the 
registered corporation that would e n t i t l e the holders thereof to cast at least 
20t of the votes that a l l shareholders would be e n t i t l e d to cast i n an election 
of directors. See Section 16. 

The Company's A r t i c l e s of Incorporation (the "Company Ar t i c l e s " ) c u r r e n t l y 
do not contain a provision by which the Company "opts out" of the Pennsylvania 
Control Transaction Law. Accordingly, unless and u n t i l such time as the Company 
A r t i c l e s are amended to Include such an "opt out" provision, the Pennsylvania 
Control Transaction Law e f f e c t i v e l y precludes Purchaser from purchasing more 
than the Minimum Number of Shares pursuant to the Offer. The Company has f i l e d 
preliminary proxy materials with the Securities and Exchange Commission (the 
"SEC") for a special meeting of the Company's shareholders (the "Pennsylvania 
Special Meeting") expected to be held on November 14, 1996 for the purpose of 
voting on an amendknent to the Capany Articles (the "Articl e s Amenc«ment") to opt 
out of the Pennsylvania Control 1-ransaction Law. Under the Conpany A r t i c l e s and 
the Pennsylvania Law, the A r t i c l e s Amencinent must be approved by a majority of 
the votes cast by the holders of outstanding Shares, voting as a single class 
(the 'Pennsylvania Shareholder Approval"). THE OFFER DOES NOT CONSTITUTE A 
SOLICITATION OF PROXIES TOR THE PENNSYLVANIA SPECIAL MEETING. ANY SUCH 
SOLICITATION WILL BE MADE ONLY BY THE COMPANY AND PURSUANT TO PROXY MATERIALS 
COMPLYING WITH THE REQUIREMENTS OF SECTION 14(A) OF THE SECURITIES EXCHANGE ACT 
OF 1934, AS AMENDED (̂ HE "EXCHANGE ACT"), AND THE RULES AND REGULATIONS 
THEREUNDER. 

I f the A r t i c l e s Amendment i s approved by t h " requisite vote of the 
Company's shareholders at the Pennsylvania Special Meeting p r i o r to the 
expiration of the Offer, Purchaser may (but i s not obligated to) increase the 
Minimum Nu.mber of Shares to an amount equal to 401 of the outstanding Shares on 
a f u l l y d i l u t e d basis (excluding Common Shares issuable upon exercise of the 
Company Stock Option) and, i f Purchaser in i t s discretion determines to so 
increase the Minimum Number of Shares and i f required under the rules cf the 
SEC, Purchaser sha l l extend the Of.er. See Section 1. Alternatively, i f the 
Pennsylvania Shareholder Approval i s obtained (whether or not such approval i s 
obtained p r i o r t " the expiration of tne Offer), Purchaser may, in i t s d i s c r e t i o n 
and dependtp; upon the cI'^umstanc.s 'but subject to the terms and conditions of 
the Offer and the Merger Agreement), accept for payment Shares in the Offer and 
therea£t<;r purchase additional Shares ir, a l a t e r tender o f f e r (the "Second 
Of f e r " ) , pursuant to v.he Company Stock Option Agreement or otherwise. Such 
additional Share purchases may be on terms d i f f e r e n t from the terms of the 
Offer, provided that i n the Merger Agreement Parent and Purchaser have agreed 
that addi-.ional purchases pursuant to the Second Offer sh a l l be at a price not 
less than S92.50 and shall be on terms no less favorable to the Conpany's 
shaxel) jld« rs than the Offer. In addition, under the terms of the Merger 
Agreetnent, at any time following obtaining the Pennsylvania Shareholder 
Appro"al, I f Parent and I t s subsidiaries do not already own 40% or more of the 
outsti ndi ig Shares (as detennined above), the Company may require Parent to 
conmen-'. the Second Offer. See Sections I and 13. 

The obligations of Parent and Purchaser to consumnate the Merger are 
conditioned upon, among other things, the STB having Issued a f i n a l decision 
approving, exempting or otherwise authorizing consumnatlon of the Merger and a l l 
othc • material transactions contemplated by the Merger Agreement as may require 
such authorization and which, among other things, does not inpose on Parent, the 
Conpany or any of t h e i r 

13 



respective subsidiaries, terms or conditions that materially and adversely 
a f f e c t the long-term benefits expected to be received by Parent from the 
transactions contemplated by the Merger Agj '>ment. See Section 13. 

The Merger Is also conditioned upon, among other things, the approval and 
adoption of the Merger Agreement by the requisite vote of the shareholders of 
the Company. Under the Company A r t i c l e s and the Pennsylvania Law, the 
affirmative vote of the holders of a majority of the votes cast by the 
outstanding Shares, voting as a single class. I s required to approve and adopt 
the Merger Agreement and the Merger. 

Based on Information supplied by the Company, as of Octolser 10, 1J96, ( I ) 
80,178,281 Comnon Shares were issued and outstanding and 15,522,547 Connon 
Shares were reserved for Issuance pursuant to outstanding employee stock options 
or upon conversion of the ESOP Preferred Shares and ( i l ) 9,571,086 Ê OP 
Preferred Shares were issued and outstanding. Pursuant to the Company A r t i c l e s , 
each ESOP Preferred Share purchased pursuant to the Offer w i l l automatically be 
converted Into one Common Share upon consummation of the Offer, and each 
remaining ESOP Preferred Share w i l l be automatically converted in t o one Comnon 
Share lnmediately p r i o r to the Effective lime. 

THIS OFFER TO PURCHASE AND THE LETTER OF TRANSMITTAL CONTAIN IMPORTANT 
INFORMATION WHICH SHOULD BE READ CAREFULLY BEFORE ANY DECISION IS MADE WITH 
RESPECT TO THE OFFER. 

1. TERMS OF THE OFFER; PRORATION; L/PIRATION DATE. Upon the terms and 
subject to the conditions of the Offer (Including, i f the Offer i s extended or 
amended, the terms and conditions of any ex'-.enslon or amendment). Purchaser w i l l 
accept for payment and pay for an aggregate of 17,860,124 Shares which are 
v a l i d l y tendered p r i o r to the Expiration Dat'.- (as hereinafter defined) and rot 
properly withdraw In accordance with Sectlc/n 4. The term "ExplraLlon Date*-
means 12:00 Midnl'jht, Nev York City time, on Friday, November 15, 1996, unless 
and u n t i l Purchaser, in i t s sole discretion (but subject to the terms of the 
Merger Agreement), shall have extended the period of time during wi.ich the Offer 
i s open, i n which event the term "Expiration Date" shall refer to the l a t e s t 
time and date at which the Offer, as so extended by Purchaser, shall expire. The 
Merger Agreement provides that, i n the event a l l conditions to Purchaser's 
obligation to purchase Shares under the Offer at any scheduled expiration 
thereof are s a t i s f i e d other than the Minimum Condition, Purchaser s h a l l , from 
time to time, extend the Offer u n t i l the e a r l i e r o l (I) 180 days following the 
date of the Merger Agreement or ( I I ) such time as Lhe Minimum Condition I s 
s a t i s f i e d or waived in accordance with the Merger Agreement. The Merger 
Agreement provides that, without the consent of the Company, Purchaser w i l l not 
waive the Minimum Condition. 

Subject to Purchaser's r i g h ^ o Increase the Minimum Number of Shares (as 
described below), i f more than 17,860,124 Shart^': are v a l i d l y tendered p r i o r to 
the Expiration Date and not properly withdrawn. Purchaser w i l l , upon the terms 
and subject to the cj n d i t l o n s of the Offer, accept for payment and pay for only 
17,860,124 Shares, on a pro rata basis, with adjustments to avoid purchases of 
fra c t i o n a l Shares, based upon the number of Shares v a l i d l y tendered p r i o r to the 
Expiration Date and not properly withdrawn. I f the A r t i c l e s Amendment i s 
approved by the requisite vote of the Company's shareholders at the Pennsylvania 
Special Meeting pr i o r to the E:xpiratlon Date, Purchaser n»y (but i s not 
obligated to) increase the Minimum Number of Shares to an amount equal to 401 of 
the outstanding Shares on a f u l l y a i l u t e d basis (excluding Shares issuable upon 
exercise of the Company Stock Option) and, i f Purchaser i n i t s d i s c r e t i o n 
oetermines to .lio increase the Minimum Number of Shares and i f such action i s 
required under the rules of the SEC, Purchaser w i l l extend the Ofier. 
Alternatively, i f th«. Pennsylvania Shareholder Approval i s obtained (whether or 
not such approval Is >bta.^ned p r i o r to the Expiration Date), Purchaser may, in 
I t s discretion and depending upon the circumstances (but subject to the terms 
and conditions of the Offer and the Merger Agreement), accept for payment Shares 
i n the Offer and thereafter purchase additional Shares. See Introduction and 
Section 13. In any event, the same proration factor w i l l be applied i n the Offer 
to the Comnon Shares and the ESOP Preferred Shares. 

Because of the d i f f i c u l t y of detemining precisely the number of Shares 
v a l i d l y tendered and not withdrawn. I f proration i s recjuired. Purchaser would 
not expect to be able to announce the f i n a l r esults of proration or pay for 
Shares u n t i l at least f i v e New York Stoclc Exchange, Inc. ("NYSE") trading days 
a f t e r 
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the Expiration Date. Preliminary results of proration w i l l be announced by press 
release as promptly as practicable after the Expiration Date. Holders cf Shares 
may obtain such preliminary information from the Information Agent and may also 
be able to ..ibtain such preliminary information from t h e i r brokers. 

The Merger Agreement provides that, at any time following the Pennsylvania 
Shareholder Approval, i f Parent and i t s subsidiaries do not, i n the aggregate, 
own 40» of the <=hares outstanding, on a f u l l y diluted basis as of the date of 
the Merger Agreement (excluding Shares that would be outstanding upon exercise 
of the Company Stock Cation), Parent may, and at the w r i t t e n request of the 
Conpany Is required to, comnence the Second Offer to purchase up to that number 
of Shares which, when added to the aggregate number of Shares then b e n e f i c i a l l y 
owned by Parent (other than pursuant to exercise of the Company Stock Cation) 
equals 401 of such outstanding S.hares, at a price not less than S92.50. The 
Conpany has agreed that i t sh a l l not make such written request at any time that 
the Offer Is outstanding and the Expiration Date Is w i t h i n 10 business days 
thereof. The Second Offer, i f i t occurs, w i l l be on terms no less favorable to 
the shareholders of the Company than the Offer. 

The Offer i s conditioned upon, among other things, s a t i s f a c t i o n of the 
Voting Trust Condition. I f the Voting Tr'ist Condition i s not s a t i s f i e d or any or 
a l l of the other events set f o r t h In Section 15 shall have occurred p r i o r to the 
Elxplratlon Date, Purchaser reserves the r i g h t (but shall not be obligated) to 
(1) decline to purchase any of the Shares tendered In the Offer and terminate 
the Offer, and return a l l tendered Shares to the tencering shareholders, ( i l ) 
waive or amend any or a l l conditions to the Offer to the extent permitted by 
applicable law and the provisions of the Merger Agreement, and, subject to 
complying with applicable rules and regulations of the SEC, purchase a l l Shares 
v a l i d l y tendered, or ( i l l ) extend the Offer and, subject to the r i g h t ot 
shareholders to withdraw Shares u n t i l the Expiration Date, retain the Shares 
which have been tendered during the period or periods for >.hich the Offer Is 
extended. 

Purchaser expressly reserves the r i g h t , in i t s sole discretion (but sublert 
to the terms of the Merger Agreement), at any time and from time to time, '.o 
extend for any reason the period of time during which the Offer i s open, 
including the occurrence of any of the events specified i n Section 15, by g i v i n g 
o r a l or w r i t t e n notice of such extension to the Depositary. During jny such 
extension, a l l Shares previously tendered and not properly w)thdr,wn w i l l remain 
subject to the Offer, suhject to the rights of a tendering i.hare*.older to 
withdraw I t s Shares In a ;cordance with the procedures set f oct.> in Section 4. 

Subject to the appJ.lcable regulations of the SEC, Purchase - a.''so expressly 
reserves the r i g h t . In I t s sole dls retion (but subject to the term.- of the 
Merger Agreement), at any time and iroro time to time, ( i ) to delay acceptance 
for payment of, or, regardless of whether such Shares were theretofore accepted 
for payment, payment for, any Shares i n order to conply i n wt:ole or in part with 
any applicable law and ( i i ) t c waive any condition or otherwise amend the Offer 
i n any respect by giving o r a l or written notice of such delay, waiver or 
amendment to the Depositary and by making a public announcement thereof. 

The Merger Agreement provides th i t , » ..thout the consent of the Company, 
Purchaser w i l l not, among other things, decrease the Offer Price, decrease the 
Minimum Number of Shares, change the form of consideration to be paid pursuant 
to the Offer, modify any of the conditions to the Offer, impose coi.ditions to 
the Offer i n addition to those set forth i n the Merger Agreement, except as set 
f o r t h i n the proviso below, extend the Offer, or amend any term or condition of 
the Offer i n any manner adverse to the holders of Shares, i t having been agreed 
in the Merger Agreement that a waiver by Purchaser of any condition in i t s 
d i s c r e t i o n s h a l l not be deemed to be adverse to the holders of Shares; provided, 
however, that the Purcnaser shall not waive the Minimum Condition without the 
consent of the Company; and provided further that, i f on any scheduled 
Expiration Date (as I t may be extended In accordance with the terms of the 
Merger Agreement), a l l conditions to the Offer shall not have been s a t i s f i e d or 
waived, the Offer may be extended from time to time without the consent of the 
Conpany for such period of time as i s reasonably expected to be necessary to 
s a t i s f y the unsatisfied conditions. In the Merger Agreement Parent and Purchaser 
also have agreed that. In the event a l l conditions to t h e i r obligation to 
purchase Shares under the Offer at any scheduled Expiration Date are s a t i s f i e d 
other than the Minimum Condition, Purchaser s h a l l , from time to time, extend the 
Offer u n t i l the e a r l i e r of (1) 180 days following the date of the Mergjr 
Agreement or ( i l ) such time as such condition i s s a t i s f i e d or waived In 
accordance with the terms of the Merger Agreement. In addition, the Merger 
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Agreement provides that, without the consent of the Conpany, the Offer Price and 
the Minimum Number of Shares may be increased, and the Offer may be extended to 
t.'ie extent required by law in connection with such an increase. 

Purchaser acknowledges that (1) Rule 14e-l(c) under the EJcchange Act 
requires Purchaser to pay the consideration offered or return the Shares 
tendered promptly a f t e r the termination or withdrawui of the Offer, and ' i i ) 
Purchaser miy not delay acceptance for payment of, or payment for (except as 
provided i n clause (1) of the f i r s t sentence of the second preceding p..<r?graph), 
any Shares upon t h * occurrence of any of the conditions specified In Section 15 
without extending the period of time during which the Offer Is open. 

Any such extension, delay, termination, waiver or amendment w i l l be 
followed as pronptly as practicable by public announcnment thereof, with such 
announcement i n the case of an extension to be made no l a t e r than 9:00 a.m.. New 
York City time, on the next business day a f t e r the previously scheduled 
Expiration Date. Subject to appiicabie law (including Rules 14d-4(c), 14d-6(d) 
and 14e-l under the Elxchange Act, which require that material changes be 
pronptly dls^semin'ted to shareholders In a manner reasonably designed to inform 
them of such changes) and without l i m i t i n g the manner i n which Purchaser may 
choose to make any public announcement. Purchaser s h a l l have no obligation to 
publish, advertise or otherwise ccv-nunicate any such public announcement other 
than by issuing a press release to die Dow Jones News Service. 

I f Purchaser makes a material change in the terms of the Offer or the 
information concerning the Offer, or i t i t waives a material condition of the 
Offer, Purchaser w i l l dissemirate a j d i t i o n a l tender o f f e r materials and extend 
the Offer to the extent requlr--^ L>y Rules 14d-4(c), 14d-6(d) and 14e-l under the 
Exchange Act. The minimum period during which the Offer must remain open 
following material changes i n the tirms of the Offer or information concerning 
the Offer other than a change in price or a change i n percentage of securities 
sought, w i l l depend upon the facts and circumstances. Including the re l a t i v e 
m a t e r i a l i t y of the changed terms or information. In the SEC's view, an o f f s i 
should generally remain open for a minimum of f i v e business days from the date a 
material change i s f i r s t published, sent or given to shareholders. With respect 
to a change i n price or a change i n percentage of s e c u r i t i e s sought (other than 
an increase i n the nuffll:>er of Shares sought not i n excess of 21 of the 
outstanding Shares), a minimum ten business day period i s required to allow for 
adequate dissemination to shareholders and investor response. As used i n t h i s 
Offer to Purchase, "business day" has the meaning set f o r t h ir. Rule 14d-l under 
the Exchange Act. Accordingly, i f , p r i o r to the Elxpiratlon Date, Purchaser 
Increases or decreases the number of Shares being sought, or increases or 
decreases the consideration offered pursuant to the Offer, and i f the Offer i s 
scheduled to expire at any time e a r l i e r than the period ending on the tenth 
business day from the date that notice of such increase or decrease Is f i r s t 
published, sent or given to holders of Sha.res, except i n respect of an Increase 
i n the Minimum Number of Shares not i n excess of 2% of the outstanding Shares, 
the Offer w i l l be extended at least u n t i l the expiration of such 10 business day 
period. 

As of the date of t h i s Offer to Purchase, the Rights are evidenced by the 
c e r t i f i c a t e s representing Shares and do not trade separately. Accordingly, by 
tendering a c e r t i f i c a t e representing Shares, a shareholder i s automatically 
tendering a sim i l a r number of associated Rights. I f , however, pursuant to the 
Rights Agreement or for any other reason, the Rights detach and separate 
c e r t i f i c a t e s representing rights ("Rights Cert i f i c a t e s " ) are issued, 
shareholders w i l l be required to tender one Right for each Share tendered .*n 
orrter to e f f e c t a v a l i d tender of such Share. 

The Company has provided Purchaser with the Company's shareholder l i s t and 
security p o s i t i o n l i s t i n g s for the purpose cf disseminating the Offer to holders 
of Sharea. This Offer to Purchase, the related Letter of Transmittal, iind other 
relevant materials v i i ) . be mailed to record holders ot Shares whose names appear 
on the C:onpany's sharc 'rlder l i s t ar,.J w i l l be furnished, for subsequent 
transmittal to ben e f i c i a l owners of Share.r. to brokers, dealers, comnercial 
banks, t r u s t companies and similar persons whose names, or the names of whose 
nominees, appear on the shareholder l i s t or, i f applicable, who are l i s t e d as 
participants In a clearing agency's security position l i s t i n g . 

2. ACCEPTANCE FOR PAYMENT AND PAYMENT FOR SHARES. Upon the terms and 
subject to the conditions of the Offer (including, i f the Offer Is extended or 
anended, the terms and conditions of any such extension or amenctaent). Purchaser 
w i l l purchase, by accepting for payment, and w i l l pay t o r , an 
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aggregate of 17,860,124 Shares which are validly tendered prior to the 
Expiratton Date (and not properly withdrawn in accordance with Section 4) 
promptly after the later to occur of (i ) the Expiration Date and ( i i ) the 
satisfaction or waiver of the conditions set forth in Section 35. Purchaser 
expressly reserves the right, in i t s discretion, to delay acceptance for payaent 
of, or, subject to applicable rules of the SEC, payment for. Shares in order to 
cottply i n whole or in part with any applicable law. 

In a l l cases, payaent for Shares purchased pursuant to the Offer w i l l jM> 
•ude only after tinely receipt by the Depositary of (1) the certificates 
evidencing such Shares (the "Share Certificates") or timely confirnatlori of a 
book-entry transfer (a "Book-Entry Confirmation") of such Shares, i f such 
procedure Is available, into the Depositary's account at The Depository Trust 
Company or the Philadelphia Depository Trust Ccwpany (each a "Book-Entiy 
Transfer F a c i l i t y " and, collectively, the "Book-Entry Transfer Facilities") 
pursuant to the procedures set forth in Section 3, ( i i ) the Letter of 
Transmittal (or facsimile thereof), properly completed and duly execLted, or, in 
the case of a book-entry transfer, an Agent's Message (as defined bt'.ow) and 
( i i i ) any other documents required by the Letter of Transmittal. 

The term "Agent's Message" means a message, transmitted by a Book-Entry 
Transfer Facility to, and received by, the Depositary and forming a part of a 
Book-Entry Confirmation, which states that such Book-Entry Transfer F a c i l i t y has 
received an express acknowledgment from the participant in such Book-Entry 
Transfer Fac i l i t y tendering the Shares, that such participant has received and 
agrees to be bound by the terms of the Letter of Transmittal and that Purchaser 
•ay enforce such agreement against the participant. 

For purposes of the Offer, Purchaser w i l l be deemed to have accepted for 
payment, ar.d thereby purchased. Shares validly tendered and not properly 
withdrawn i f , as and when Purchaser gives oral or written notice to the 
Depositary of Purchaser's acceptance of such Shares for payment. Payment for 
Shares accepted pursuant to the Offer w i l l be made by deposit of the purchase 
price therefor with the Depositary, which w i l l act as agent for tendering 
shareholders for the purpose of receiving payments from Purchaser and 
transmitting payments to such tenderinj shareholders. Under no circumstances 
w i l l interest on the purchase price for S)iares be paid by Purchaser, regardless 
of any delay in making such payment. Upon the deposit of funds with the 
Depositary for the purpose of making payments to tendering shareholders. 
Purchaser's obligation to make such payment shall be satisfied and tendering 
sharehoioe.-s must thereafter look solely to the Depositary for payment of 
amounts <A«i<l to them by reason of the acceptance for payment of Shares pursuant 
to the Offer. Purchaser w i l l pay any stock transfer taxes incident tc the 
transfei to i t of validly tendered Shares, except as otherwise providod i n 
Instruction 6 of the Letter of Transmittal, as well as any charges and expenses 
of the " jpositary and the Information Agent. 

I f any tendered Shares are not accepted for payment for any reason puisuant 
to the terms and conditions of the Offer (including proration due to tenders of 
more than 17,860,124 Shares), or i f Share Certificates are submitted evidencing 
more Shares than are tendered. Share Certificates evidencing unpurchased Shares 
w i l l ba returned, without expense to the tendering shareholder (or, in the case 
of Shares tendered by book-entiy transfer into the Depositary's account at a 
Book-Entry Transfer Facility pursuant to the procedure aet forth in Section 3, 
such Shares w i l l be credited to an account maintained at such Book-Entry 
Transfer F a c i l i t y ) , as promptly as practicable following the expiration or 
termination of the Offer. 

I f , prior to the Expiration Date, Purchaser increases the consideration to 
be p i l d per Share pursuant to the Offer, Purchaser w i l l pay such Increased 
consideration for a l l such Shares purchased pursuant to the Offar, whether or 
not SUCH Sharas were tendered prior to such increase in consideration. 

Purchaser reserves the right to transfer or assign, i n whole at any time, 
or in part from tia« to time, to Parent or one or more direct or indirect wholly 
owned subsidiaries of Parent, the right to purchase a l l or any portion of the 
Shares tendered pursuant to the Offar, provided that any such transfer or 
assignment w i l l not relieve Purchaser of i t s obligations under the Offar and 
w i l l i n no way prejudice the rights of tendering shareholders to receive paymant 
for Shares validly tendered and accepted for paymant pursuant to tha Offer, 

3. PROCEDl/RES FOR TENDERING SHARES. 

Valid Tender of Sharas. In order for Shares to ba validly tendered 
pursuant to the Offar, the Latter of Transmittal (or facsimile thereof), 
properly completed and duly executed, with any required signature guarantees, or 
an Agent's Massage (in the case of any Isook-entry transfer) and any other 
require>i documents. 

17 



10 

must be -eceived by the Depositary at one of i t s addresses set for'.-h on the back 
cover o'. t h i s Offer t o Purchase p r i o r t o the E x p i r a t i o i Date and ei t h e r ( i ) the 
Share 'Jertificate? evidencing tendered Shares must be received by the Depositary 
at onf. of such addresses or Shares must be tendered pursuant t o the procedure 
f o r took-entry tra n s f e r described below and a Book-Entry Confirmation must be 
received by the Depositary, i n each case p r i o r t o the Expiration Date, or ( i i ) 
the tendering shareholder must comply w i t h the guaranteed d e l i v e r y procedures 
desc.-ibed below. 

THE METHOD OF DELIVERY OF SHAKE CERTIFICATES AND ALL OiKER REQUIRED 
DOCUMENTS, INCLUDING DELIVERY THROUGH ANY BOOK-ENTRY TRANSFER FACILITY, IS AT 
THE OPTION AND RISK OF THE TENDERING SHAREHOLDER, AND THE DELIVERY WILL BE 
DEEMED MADE ONLY WHEN ACTUALLY RECEIVED BY THE DEPOSITARY. IF DELIVERY IS BY 
MAIL, REGISTERED MAIL WITH RETURN RECEIPT REQUESTED, PROPERLY INSURED, IS 
REC0»1ENDED, IN ALL CASES, SUFFICIENT TIME SHOULD BE ALLOWED TO ENSURE TIMELY 
DELIVERY, 

Book-Entry Transfer. The Depositary w i l l establish an account w i t h respect 
t o the Shares at each Book-Entry Transfer F a c i l i t y for purpose.s of the Offer 
w i t h i n two business days a f t e r the date of t h i s Oifer t o Purchase, and any 
f i n a n c i a l i n s t i t u t i o n that i s a p a r t i c i p a n t i n e i t h e r of the Book-Entry Transfer 
F a c i l i t i e s ' systems may make book-entry d e l i v e r y of Shares by causing a 
Book-Entry Transfer F a c i l i t y t o tr a n s f e r such Shares i n t o the Depositary's 
account at a Book-Entry Transfer F a c i l i t y i n accordance with such Boox-Entry 
Transfer F a c i l i t y ' s procedures f o r t r a n s f e r . However, although d e l i v e r y of 
Shares may be effected through book-entry t r a n s f e r at a Book-Entry Transfer 
F a c i l i t y , the Letter of Transmittal (or facsimile t h e r e o f ) , p roperly c-5mpleted 
and duly executed, w i t h any required signature guarantees, or an Agent'.^ Message 
i n connection w i t h a book-entry d e l i v e r y of Shares, and any other requir'^d 
documents nust, i n any case, be transmitted t o and received by the Depositary at 
one of i t s addresses set f o r t h on the back cover of t h i s Offer t o Purchase p r i o r 
t o the Expiration Date or the tendering shareholder must comply w i t h the 
guaranteed d e l i v e r y pro odures described below. DELIVERY OF DOCUMENTS TO A 
BOOK-ENTRY TRANSFER FACILITY IN ACCORDANCE WITH SUCH BOOK-ENTRY TRANSFER 
FACILITY'S PROCEDURES DOES NOT CONSTITUTE DELIVERY TO THE rCPOSITARY. 

"ignature Guarantee. Signatures on a l l Letters of Transmittal must be 
guaranteed by a f i r m which i s a bank, broker, dealer, c r e d i t union, savings 
association or other e n t i t y that i s a member i n good standing of the Securities 
Transfer Agents Medallion Program (each, an " E l i g i b l e I n s t i t u t i o n " ) , unless the 
Shares tendered thereby are tendered ( i ) by a registered holder of Shares who 
has not coiipleted e i t h e r the box e n t i t l e d "Special Delivery I n s t r u c t i o n s " or the 
box e n t i t l e d "Special Payment I n s t r u c t i o n s " on the Letter of Transmittal or ( i i ) 
f o r the account of an E l i g i b l e I n s t i t u t i o n . See I n s t r u c t i o n 1 of the Le t t e r of 
Tran s m i t t a l . 

I f a Share C e r t i f i c a t e i s registered i n the name of a person other than the 
signer of the Letter of Transmittal, or i f payment i s t o be made, or a Share 
C e r t i f i c a t e not accepted for payment or not tendered i s t o b j returned, t o a 
person other than the ragistered h o l d e r ( s ) , then the Share C e r t i f i c a t e must be 
endorsed or accompanied by appropriate stock powers, i n eit h e r case signed 
ex a c t l y as the name(s) of the registered holder (s) appear on the Shara 
C e r t i f i c a t e , w i t h the signature(s) on such Share C e r t i f i c a t e or stock powers 
guaranteed as described above. See I n s t r u c t i o n s 1 and 5 of the L e t t e r of 
Tran s m i t t a l . 

Guaranteed Delivery. I f a shareholder desires t o tender Shares pursuant t o 
the Offer and such shareholder's Share C e r t i f i c a t e s are not lnmediately 
a v a i l a b l e or time w i l l not permit a l l required documents t o reach the Depositary 
p r i o r t o the Expiration Date or the procedure f o r book-entry t r a n s f e r cannot be 
completed on a timely basis, such Shares may nevertheless be tendered i f a l l the 
f o l l o w i n g conditions are s a t i s f i e d : 

( i ) the tender i s made by or through an E l i g i b l e I n s t i t u t i o n ; 

( i i ) a properly conpleted and duly executed Notice of Guaranteed 
Delivery, substantially in the form provided by Purchaser herewith, i s 
received by the Depositary as provided below prior to the Expiration Date; 
and 
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( i l l ) i n the case of a guarantee of Shares, the Share C e r t i f i c a t e s for 
a l l tendered Shares, i n proper form for transfer, or a Book-Fntry 
Confirmation, together with a properly completed and duly executed l e t t e r 
of Transmittal (or manually signed facsimile thereof) with any required 
signature guarantee (or, i n the case of a book-entry transfer, an Agent's 
Message) and any othar documents required by such Letter of Transmittal, 
•re received by the Depositary within three NYSE trading days after the 
data of execution of the Notice of Guaranteed Delivery. 

Any Notice of Guaranteed Delivery may be delivered by hand or transmitted 
by telegram, facsimile transmission or mail to the Depositary and must include a 
guarantee by an E l i g i b l e I n s t i t u t i o n in the f o m set f o r t h i n the Notice of 
Guaranteed Delivery. 

Notwithstanding any othar provision hereof, paymant for Sharas purchased 
pursuant to tha Offar w i l l , i n a l l cases, be made only af t e r timely receipt by 
the Depositary of ( i ) the Share Certificates evidencing such Shares, or a 
Book-Entry Confirmation of the delivery of such Shares, i f available, ( i i ) a 
properly completed and duly executed Letter of Transmittal (or manually signed 
facsimile thereof) (or i n the case of a book-entry transfer, an Agent's Message" 
•nd ( i i i ) any othar documents required by the Letter of Transmittal. 

Di s t r i b u t i o n of Rights. Holders of Shares w i l l ba lequired to tender one 
Right f l -'Ch Share tendered to effect a v a l i d tender of such Shara. Unless and 
u n t i l thfc . Lribution Date (as defined i n Section 8 Iselow) occurs, the Rights 
•re represented by and transferred with the Shares. Accordingly, i f the 
Dis t r i b u t i o n Date does not occur prior to the Expiration Date of the Offer, • 
tender of Shares w i l l constitute a tender of the associated Rights. I f a 
Di s t r i b u t i o n Date has occurred, cert 1 fIcate.^ representing a number of Rights 
equal to the number of Share.i laeing tendered must be delivered to the Opositary 
i n order for such Shares to be v a l i d l y tendered. I f a Dist r i b u t i o n Date has 
occurred, a tender of Sharas without Rights constitutes an agreement by the 
tendering shareholder to deliver c e r t i f i c a t e s representing a number of Rights 
equal to tha number of Shares tendered pursuant to the Offar to the Depositary 
w i t h i n three NYSE trading day.i a f t e r "-.he data such c e r t i f i c a t e s are d i s t r i b u t e d . 
Purchaser reserves tha r i g h t to require that i t receive auch c e r t i f i c a t e s p r i o r 
to accepting Shares for payment. Payment for Shares tendered and purchased 
pursuant to the Offer w i l l be made only a f t e r timely receipt by the Depositary 
of, among other things, such c e r t i f i c a t e s . I f such c e r t i f i c a t e s hava been 
d i s t r i b u t e d to holders of Shares. Purchaser w i l l not pay any additional 
consideration for the Rights tendered pursuant to the Offer. 

Determination of V a l i d i t y A l l questions as to the v a l i d i t y , form, 
e l i g i b i l i t y (including time of receipt) and acceptance for payment of any 
tendered Sharas pursuant to any ->I the procedures described above w i l l ba 
determined by Purchaser i n i t s sola discretion, whose determination w i l l b« 
f i n a l and binding on a l l parties. Purchaser reserves the absolute r i g h t to 
rej e c t any or a l l tenders of any Shares determined by i t not to be i n proper 
form or i f the acceptance for payment of, or paymant for, such Sharea may, i n 
the opinion of Purchaser's co'.;nsel, be unlawful. Purchaser also reserves the 
absolute r i g h t , i n i t s sole discretion, to waive any of the conditions of the 
Offer (subject to tha terms of the Merger Agreement) or any defect or 
i r r e g u l a r i t y i n any tender with respect to Shares of any particular sharaholdar, 
whethar or not similar defects or i r r e g u l a r i t i e s are waived i n the case of other 
shareholders. No tender of Sharas w i l l ba deemed to have lE>een v a l i d l y made u n t i l 
•11 defects and I r r e g u l a r i t i e s have been cured or waived. 

Purchaser's i n t e r p r e t a t i o n of the terms and conditions of the Offer 
(Including tha Latter of Transmittal and the instructions thereto) w i l l ba f i n a l 
•nd binding. Nona o' Parent, Purchaser, tha Conpany, tha Depositary, tlie 
Information Agent or any othar parson w i l l be under any duty to give 
n o t i f i c a t i o n of any delects or i r r e g u l a r i t i e s i n tenders or w i l l incur any 
l i a b i l i t y for f a i l u r e to give any auch n o t i f i c a t i o n . 

Appointment as Proxy. By executing a Latter of Transmittal as sat f o r t h 
above, a tendering shareholder irrevocably appoints designees of Purchaser as 
•uch shareholder's proxies, each with f u l l power of substitution, to the f u l l 
extent of such shareholder's r i g h t s with respect to the Shares tendered by such 
shareholder and accapted for payment by Purchaser (and any and a l i noncash 
dividends, d i s t r i b u t i o n s , r i g h t s , other Shares, or other securities issued or 
issuable In respect of such Shares on or a f t e r the date of the Merger 
Agreement). A l l such proxies shall be considered coupled with an interest i n the 
tendered Shares. This appointment w i l l be e f f e c t i v e i f , when, and only to the 
extant that. Purchaser accepts such Shares for payment pursuant to the Offer. 
Upon such acceptance for payment, a l l p r i o r proxies given by such shareholder 
w i t h respect to such 
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Shares ar>d other securities w i l l , without further action, be revoked, and no 
subsequent proxies may be given. The designees of Purchaser w i l l , with reap>ect 
to the Shares and other securities for which the appointment i s effective, be 
empower^ (subject to the Voting Trust so long as i t s h a l l be in effect with 
respect to the Shares) to exercise a l l voting and other rightf of such 
shareholder as they in their sole discretion may deem proper at any annual, 
special, adjourned or postponed meeting of the Company's shareholders, by 
written consent or otherwise, and Purchaser reserves the right to require that, 
in order for Shares or other securities - o be deemed va l i d l y tendered, 
lnmediately upon Purchaser's acceptance for payment of such Shares, Purchaser 
(including through the Voting Trust) .nust be able to exercise f u l l voting rights 
with respect to such Shares. 

TO PREVENT BACKUP FEDERAL INCOME TAX WITHHOLDING WITH RESPECT TO PAYMENT TO 
CERTAIN SHAREHOLDERS OF THE PURCHASE PRICE FOR SHARES PURCHASF.D PURSUANT TO THE 
OFFER, EACH SUCH SHAREHOLDER MUST PROVIDE THE DEPOSITARY WITH SUCH SHAREHOLDER'S 
CORRECT TAXPAYER IDENTIFICATION NUMBER AND CERTIFY THAT SUCH SHAREHOLDER IS NOT 
SUBJECT TO BACKUP FEDERAL INCOME TAX WITHHOLDING BY COMPLETING TME SU'̂ .STITUTE 
FORM W-9 IN THE LETTER OF TRANSMITTAL. I F BACKUP WITHHOLDING APPLIE." WITH 
RE.SPECT TO A SHAREHOLDER, THE DEPOSITARY IS REQUIRED TO WITHHOLD 3^1 OF ANY 
PAYMENTS MADE TO SUCH SHAREHOLDER. SEE INSTRUCTION 9 OF THE LETTER OF 
TRANSMITTAL. 

ESOP Preferred Shares. According to documents f i l e d by the Company with 
the SEC, a l l outstanding ESOP Preferred Shares are owned of record by the ESOP 
Trustee and, accordingly, only the ESOP Trustee can effect a valid tender of 
such shares. The ESOP Trustee I s required to request instructions from each 
participant in the ESOP as to whether ESOP Preferred Shares allocated to auch 
participant's account should be tendered pursuant to the Offer, and to tender 
such shares in accordance with such instructions. Purauant to the organizational 
documents of the ESOP, the ESOP Trustee may not tender allocated ESOP Preferred 
Shares as to which no Instructions are received. Unallocated shares are required 
to be tendered or not tendered in the same proportion as allocated shares for 
which instructions from participants are received. 

Purchaser's acceptance for payment of Shares tendered pursuant to the Offer 
w i l l constitute a binding agreement between the tendering shareholder and 
Purchaser upon the terms and subject to the conditions of the Offer. 

4. WITHDRAWAL RIGHTS. Tenders cf Shares made pursuant to the Offer are 
irrevocable except that such Shares may be withdrawn at any time prior to the 
Expiration Date and, unless theretofore accepted for payment by Purchaser 
pursuant to the Offer, may also be wlthdra%<n at any time after December 14, 
1996. 

I f Purchaser extends the Offer, i s delayed in i t s acceptance for payment of 
Shares or i s unable to accept Shares for payment pursuant to the Offer for any 
reason, then, without prejudice to Purchaser's rights under the Offer, the 
Depositary may, nevertheless, on behalf of Purchaser, retain tendered Shares, 
and such Shares may not be withdrawn except to the extent that tenderi,ig 
shareholders are entitled to witiidrawal rights as described in this Section 4. 
Any such delay w i l l be by an extension of the Offer to the extent required by 
law. 

For a withdrawal to be effective, a written, telegraphic or facsimile 
transmission notice of withdrawal must oe timely received by the Depositary at 
one of i t s addresses set forth on the back cover of t h i s Offer to Purchaae. Any 
such notice of withdrawal must specify the name of the person who teridered the 
Shares to be withdrawn, the number of Chares to be withdrawn and the name of the 
registered holder. I f different from that of the person who tend*re<j such 
Shares. I f Share Certificates evidencing Shares to be withdrawn nave been 
delivered or otherwise identified to the Depositary, then, prloj to the physical 
release of such Share Certificates, the s e r i a l numbers shown on such Share 
Certi f i c a t e s must be submitted to the Depositary and the signature(a) on the 
notice of withdrawal must be guaranteed by an El i g i b l e Institution, unless such 
Shares have been tendered for the account of an E l i g i b l e Institution. I f Sharea 
have been tendered pursuant to the procedure for book-entry transfer as set 
forth in Section 3, any notice of withdrawal must also specify the name and 
nunber of the account at the Book-Entry Transfer F a c i l i t y to be credited with 
the withdrawn Shares. 
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A l l questions as to the form and v a l i d i t y (including time of receipt) of 
notices of withdrawal w i l l be determined by tHirchaser, i n i t s sole d i s c r e t i o n , 
whose determination w i l l be f i n a l and binding. None of Parent, Purchaser, the 
Company, the Depositary, the Information Agent or any other person w i l l be under 
any duty to give n o t i f i c a t i o n of any defects or i r r e g u l a r i t i e s i n any notice of 
withdrawal or incur any l i a b i l i t y f o r f a i l u r e to give any such n o t i f i c a t i o n . 

Any Shares properly withdrawn w i l l thereafter be deemed not to have been 
v a l i d l y tencSered f o r purposes of the Offer. However, withdrawn Shares may be 
retendered at any time p r i o r to the Expiration Date by follo w i n g the procedures 
described i n Section 3. 

5, CERTAIN (FEDERAL INCCME TAX CONSEQUENCES. The following discussion i s a 
suismary of the material federal income tax consequences of the Offer and Merger 
to holders of Shares who hold the Shaj -5 as ca p i t a l assets. The discussion set 
f o r t h below i s f i r general information only and may not apply to certain 
categories of hold<irs of Shares subject to special treatment under the Int e r n a l 
Revenue Code of 198b, as amended (the "Code"), such as foreign holders and 
holders who acquired such Shares pursuant to the exercise of employee stoc)i 
options or otherwise as compensation. This summary i s based upon laws, 
regulations, r u l i n g s and decisions cu r r e n t l y i n e f f e c t , a l l of which are subject 
to change, r e t r o a c t i v e l y or prospectively, and to possibly d i f f e r i n g 
i n t e r p r e t a t i o n s . 

Tax Consequences of the Offer and the Merger Generally. I t i s unclear 
whether the Offer and the Merger should be treated as a single integrated 
transaction f o r federal income tax purposes. I f the Offer and the Merge; are so 
treated and the Merger i s i n the form of a merger of the Company i n t o Purchaser, 
the Offer and the Merger should, i n the aggregate, q u a l i f y as a reorganization 
pursuant to Sections 368(a)(1)(A) and 368(a)(2)(D) of the Code. In such event, 
generally ( i ) no gain or loss w i l l be recognized by Parent, Purchaser or the 
Company pursuant t o the Offer and the Merger, ( i i ) gain or loss w i l l be 
recognized by a shareholder of the Company wtio receives s o l e l y cash i n exchange 
f o r Shares pursuant t o the Offer and/or the Merger, ( i i i ) no gain or loss w i l l 
be recognised by a shareholder of the Company who does not exchange any Shares 
pursuant to the Offer and who receives s o l e l y Parent Common Stoclc i n exchange 
f o r Shares pursuant t o the Merger, and (iv) a shareholder of the Con^iany who 
receives a combination of cash and Parent Coiwron Stock i n exchange for such 
shareholder's Shares, pursuant t o the Offer and/or the Merger, ' ' i l l not 
recogni -e loss but w i l l recognize gain, i f any, to the extent of ̂ he lesser of 
( i ) the cash received and ( i i ) the excess of the sum of the f i i r m.»rket value of 
the Parent Common Stock and the amount of cash received over t shareholder's tax 
basis i n the Shares exchanged. I f so integrated, the federal income tax 
consequences t o a shareholder may be, depending on such shareholder's p a r t i c u l a r 
circumstances, less favorable than tht; federal income tax consequences to such 
shareholder i f the Offer and the Merger are not treated as integrated. Although 
i t i s c u r r e n t l y a n t i c i p a t e d that counsel to the Company and Parent w i l l each 
render an opinion that the Merger constitutes a reorganization w i t h i n the 
meaning of Section 368 of the Code, i n the event that counsel to the Company or 
Parent i s unable to render such opinion e i t h e r because (1) the amount of cash 
received i n the Offer, as a perceiitage of the t o t a l consideration received by 
holders of Common Shares and ESOP Preferred Shares, w i l l be an amount thflt does 
not s a t i s f y c e r t a i n " c o n t i n u i t y of shareholder i n t e r e s t s " requirements <• r (2) 
fo r any other reason, then, pursuant to the Merger Ai;,reement the form of the 
Merger w i l l be changed to a merger of Purchaser i n t o the Company. In such case 
the Offer and the Merger w i l l not con s t i t u t e a reorganization, and w i l l be 
taxable to shareholders of the Company who w i l l recognize gain or loss equal t o 
the d ifference between the f a i r market value of the Parent Coramon Stock and cash 
received and the shareholder's tax basis i n the Shares exchanged. 

I f the Offer and the Merger were not treated as a single integrated 
transaction f o r federal income tax purposes, the receipt of cash pursuant to the 
Offer would be a sale or exchange, while the Merger should s t i l l q u a l i f y as a 
reorganization pursuant to Sections 368(a)(1)(A) and 368(a)(2)(D) of the Code, 
i f the Merger i s i n the form of the Company i n t o Purchaser. 

11 

21 



14 

TAX CONSEQUENCES IF THE OFFER ANO THE MERGER ARE TREATED AS A SINGLE INTEGRATED 
TRANSACTION 
AND AS A REORGANIZATION 

Exchange of Shares Solely for Cash. In general, a shareholder of the 
Conpany who, pursuant to the Offer and/or the Merger, exchanges a l l of the 
Shares a c t u a l l y and constructively owned by such shareholder solely for cash 
w i l l recognize capital gain or loss equal to the difference beareen the amount 
of cash received and such shareholder's adjusted tax basis i n t i e Shares 
surrendered. The gain or loss w i l l be long-term capita l gain or loss i f , as of 
the date of the "*xchange, the holder thereof has held such Shares for more than 
one year. (3ain or loss w i l l be calculated separately for each i d e n t i f i a b l e block 
of Shares surreidered pursuant to the Offer and/ or the Merger, 

Exchange of Shares Solely for Parent Common Stock. A shareholder r i the 
Conpany who, pursuant to the Merger, exchanges a l l of the Shares actually owned 
by such shareholder solely for shares of Parent Conmon Stock (and who did not 
exchange any Shares for cash in the Offer) w i l l not recognize any gain or loss 
upon such exchange. Such shareholder may recognize gain or loss, however, to the 
extent cash Is received In l i e u of a fr a c t i o n a l share of Parent Conmon Stock, as 
discussed below. The aggregate adjusted tax basis of the shares of Parent Comnon 
Stock received i n such exchange w i l l be equal to the aggregate adjusted tax 
basis of the Shares surrendered therefor, and the holding period of Parent 
Conmon Stock w i l l Include the period during which the Shares surrendered In 
exchange therefor were held. 

Exchange of Shares for Parent Conmon Stock and Cash. A shareholder of tha 
Conpany who, pursuant to the Offer and/or the Merger, exchanges a l l ot the 
Shares actu a l l y owned by sjch shareholder for a combination of shares of Parant 
Conmen Stock and cash w i l l not recognize any loss on such exchange. Such 
shareholder w i l l realize gain equal to the excess, i f any, of the ca&h and the 
aggregate f a i r market value of Parent Conmon Stock received pursuant to the 
Offer and/or the Merger over such shareholder's adjusted tax basis in the Shares 
exchanged therefor, but w i l l recognize any realized gain only t o the extent of 
the cash received. 

Any gain recognized by a shareholder of the Conpany who receives a 
combination of Parent Ĉ onmon Stock and cash pursuant to the Offer and/or the 
Merger w i l l be treated as capital gain unless the receipt of the cash has the 
eff e c t of the d i s t r i b u t i o n of a dividend for federal income tax purposes, i n 
which case such recognized gain w i l l be treated as ordinary dividend income t o 
the extent of such shareholder's ratable share of the Conpany's accumulated 
earnings and p r o f i t s . 

For purposes of determining »#hether the cash received pursuant to the Offer 
and/or the Merger w i l l be treated as a dividend for federal income tax purposes, 
s shareholder of the Conpany w i l l be treatec. as i f such shareholder f i r s t 
exchanged a l l of such shareholder's Shares solely for Parent Conmon Stock and 
then Parent Immediately redeemed a portion of such Parent Conmon Stock i n 
exchange for the cash such shareholder actually received. 

In general, the determination as to whether the cash received w i l l be 
treated as received pursuant to a sale or exchange (generating capita l gain) or 
a dividend d i s t r i b u t i o n (generating ordinary income) depends upon whether and to 
what extent there Is a reduction In the shareholder's deemed percentage stock 
ownership of Parent. A shareholder of the Company who exchancjes such 
shareholder's Chares for a combination of Parent Comnon Stock and cash w i l l 
recognize c a p i t a l gain rather than dividend income I f the deemed redemption by 
Parent (described In the preceding paragraph) Is "not e s s e n t i a l l y equivalent to 
a dividend" or i s "substantially disprojxjrtlonate" with respect to such 
ahareholder. 

Wiether the deemed exchange and subsequent redemption transaction are "not 
e s s e n t i a l l y equivalent to a dividend" with respect to a Company shareholder w i l l 
depend upon such shareholder's particular circumstances. In order to reach such 
conclusion, i t must be determined that the transaction results i n a "meaningful 
reduction" i n such Conpany shareholder's deemed percentage stock ownership of 
Pareiit. In determining whether a reduction i n a Conpany shareholder's deemed 
percentage stock ownership has occurred, ( I ) the percentage of the outstanding 
stock of Parent that such Ckxnpany shareholder Is deemed actu a l l y and 
constructively to have owned ..mmediktely before the deemed redemption by Parant 
should be conpared to ( i i ) the percentac;" of the outstanding stock of Parent 
actually and constructively owned by such 
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shareholder lnmediately af t e r the deemed redemptisn by Parent as a result of the 
Offer, Merger or otherwise, .he relevant construcilve ownership rules tr e a t 
shareholders as owning stock held i n d i r e c t l y (thro igh partnerships, estates, 
t r u s t s and corpcratlons) and, under certain circumstances, treat persons as 
owning stock owned by th e i r partners, beneficiaries and shareholders. 
Shareholders w i l l also be treated as owning stock that coul . be acquirad by 
vi r t u e of the exercise of any option to acquire stock, and individual 
shareholders are treated as owning any stock cwned by th e i r family. 

A Conpany shareholder w i l l conply with the "substantially disproportionate" 
rule i f the percentage described In ( I I ) above i s less than £0 percent of the 
percentage described i n ( i ) above. Even i f a Conpany shareholder does not 
qu a l i f y under such t e s t , the Internal Revenue Service has ruled that a minority 
shareholder i n a p u b l i c l y held corporation whjse r e l a t i v e stock interest i s 
nlnlmal and who exercises no controi with r e s e c t to corporate a f f a i r s i s 
considered to have a "meaningful ..eduction" i f such shareholder has a reduction 
i n such shareholder's percentage stock ownership. In most circumstances, 
therefore, gain recognized by a shareholder of the Conpany who exchanges such 
shareholder's Shares for a combination of Parent Conmon Stock and cash w i l l be 
capi t a l gain, which w i l l constitute long-term capital gain i f the holding period 
for such Shares was greater than one year as of the date of the exchange. 

The aggregate tax basis of Parent Conmon Stock received by a Conpany 
shareholder who, pursuant to the Offer and/or the Merger, exchanges such 
shareholder's Shares for a combination of Parent Conmon Stock and cash w i l l be 
the same as the aggregate tax basis of the Shares surrendered therefor, 
decreased by the cash received and Increased by -he amount of gain recognized. 
I f any (including any portion of such gain that i s treated as a dividend). The 
holding period of Parent Conmon Stock w i l l include the holding period of the 
Shares surrendered therefor. 

Cash Received i n Lieu of a Fractional Interest of Tarent Conmon 
Stock. Cash received i n l i e u of a f r a c t i o n a l share of Parent Conmon Stock w i l l 
generally (subject t o the discussion above) be treated as received in redemption 
of such f r a c t i o n a l i n t e r e s t and gain or loss w i l l be recognized, measured by tha 
difference between the amount of cash received and the portion cf the basis of 
the Shares allocable t o such f r a c t i o n a l Interest. Such gain or loss w i l l 
constitute c a p i t a l gain or loss, and w i l l generally be long-term capital gain ur 
loss i f the holding period for such Shares was greater than one year as of the 
data of the exchange. 

TAX CONSEQUENCES IF THE OFFER AND THE MERGER ARE TREATED AS SEPARATE 
TRANSACTIONS AND THE 
MERGER IS TREATED AS A REORGANIZATION 

I f the Offer and the Merger were treated as separate transactions for 
federal income tax purposes, the receipt of cash pursuant to the Offer would be 
a taxable transaction, while the Merger should s t i l l q u a l i f y as a reorganization 
pursuant to Sections 36e(a)(l)(A) and 368(a)(2)(D) of the Code, i f the Merger Is 
a merger of the Conpany Into Purchaser. Accordingly, a shareholder of the 
Coapary who receives cash pur.^uant to the Offer would recognize gain or loss 
equal to the difference between the amount of cash received and the 
shareholder's adjusted tax basis i n the Shares surrendered. The gain or loss 
would be long-term c a p i t a l gain or loss i f , as of the date ot the exchange, such 
shareholder had held such stock for more than one year. 

A shareholder of the Conpany who receives Parent Conmon Stock and/or cash 
pursuant to the Merger would be subject to the federal income tax rules 
concerning reorganizations discussed above under "Tax Consequences i f the Offer 
and the Merger are Treated as a Single Integrated Transaction" (but without 
regard to the cash received, and Shires exchanged, In the Offer) . 

TAX CONSEQUENCES IF FORM OF MERGER IS A MERGER OF PURCHASER INTO THE COMPANY 

I f counsel t o Parent or the Company are unable to render opinions that such 
transaction would constitute a reorganization w i t h i n the uieaning of Section 368 
of the Code because the "continuity of shareholder interests" requirements would 
not be met or for any such reason, the Merger w i l l be ciianged i n form to a 
merger of Purchaser i n t o the Conpany (the "Reverse Merger"). In such a case, the 
transaction would not constitute a reorganization w i t h i n the meaning of Section 
368 of the Code. This result would occur I f the value of the Parent Conmon Stock 
at the time of the Merger had declined s i g n i f i c a n t l y i n value from i t s value as 
of the date hereof. 
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In the event of a Reverse Merger, a shareholder would recognize gain or 
loss equal t c the f a i r market value of the Parent Common Stock and cash received 
over the shareholder's tax basis in the Shares exchanged, calculated separately 
as t o each block of Shares exchanged. The character of such gain or loss would 
be determined as described above. 

WITHHOLMNG 

Unless a shareholder conp.;ies with certain reporting and/or c e r t i f i c a t i o n 
procedures or i s an exempt recipient under appl:.cable provisions of the (lode and 
Treasury Regulations promulgat^ad thereunder, such shareholder may be sub:)ect to 
withholding tax of 31% with respect to any cash payments received pursuant to 
the Offer and Merger. Shareholders should consult t h e i r brokers or the 
Depositary to ensure compliance with such procedures. Foreign shareholders 
should consult with t h e i r own tax advisor- regarding withholding taxes i n 
general. 

THE ABOVE DISCUSSION MAY NOT APPLY TO CERTAIN CATEGORIES OF SHAREHOLDERS 
«?UBĴ :CT TO SPECIAL TREATMENT (.INDER THE CODE, SUCH AS FCREIOJ SR̂ REHOLDERS AND 
SHAREHOLDERS WHOSE SHARES WERS ACQUIRED PURSUANT TO THE EXERCISE OF AN EMPLOYEE 
STOCK OPTION OR OTHERWISE AS COMPENSATION. SHAREHOLDERS ARE URGED TO CONSULT 
THEIR OWN TAX ADVISORS TO DETERMINE THE SPECIFIC TAX CONSEOUENCES OF THE OFFER 
AND THE MERGER, INCLUDING ANY FEDERAL, STATE, LOCAL OR OTFIER TAX CONSEQUENCES 
(INCLUDING ANY TAX RETURN FILING OR OTHER TAX REPORTING R JUIREMENTS) OF THE 
OFFER AND THE MERGER. 

6. PRICE RANGE OF SHARES; DIVIDENDS. According to the Company's Annual 
Report on Form 10-K for the year ended December 31, 1995 (the "Company Form 
10-K"), the Common Shares aro l i s t e d and p r i n c i p a l l y traded on the NYSE, and are 
also l i s t e d and traded on the Philadelphia Stock Exchange, and quoted under the 
symbol "CRR". The following table sets f o r t h , f o r the quarters indicated, the 
high and low sales prices per Common Share on the NYSE and the amount of cash 
dividends paid per Coiranon Share, as reported i n the Company Form 10-K f o r 
periods i n 1994 and 1995, and as reported by published f i n a n c i a l sources w i t h 
respect t o periods i n 1996: 

CASH 
IBflH LOW DIVIDENDS 

YEAR ENDED DECEMBER 31, 1994: 
F i r s t Quartar 
Second Quart*r 
Third Quarter 
Fourth Quarter 

YEAR ENDED DECEMBER 31, 1995: 
F i r s t Quarter 
Second Quarter 
Third Quarter 
Fourth Quartar 

YEAR ENDED DECEMBER 31, 1996: 
F i r s t Quartar 
Second Quartar 
T h i I d Quarter 
Fourth Quarter (through October 15, 1996) 

On October 14, 1996, t h e l a s t t r a d i n g day p r i o r t o t h e da te o f t h e p u b l i c 
announcement o f t le e x e c u t i o n o f the Merger Agreement, the r e p o r t e d c l o s i n g 
s a l e s p r i c e o f t he Common Shares on t he NYSE Compo.site Tape was $71 p e r Share . 
On Oc tobe r 15, 1996, t h e l a s t f u l l t r a d i n g day p r i o r t o t he da te o f t h i s O f f e r 
t o Purcha..3e, t he r e p o r t e d c l o s i n g sa le s p r i c e o f t h e Common Shares on t h e NYSE 
Compos i te Tape was $85 1/8 per Coirmon Share . SHAREHOLDERS ARE URGED TO OBTAIN A 
CURRENT MARKET Q-JOTATION FOR THE COMMON SHARES. 
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$69 1/4 S56 1/2 $.325 
59 1/8 50 3/8 .325 
58 1/8 48 3/8 . 375 
55 1/4 48 1/8 .375 

57 5/8 50 1/2 .375 
56 1/4 51 1/8 .375 
70 1/4 55 1/8 .425 
74 3/8 65 1/2 .425 

77 1/4 67 5/8 .425 
73 66 1/4 .425 
74 5/8 63 3/4 .475 
88 68 1/2 N.A. 
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A l l of the outstanding ESOP Preferred Shares ace held of record by the ESOP 
Trustee. There Js no ".rading market f o r the ESOP t'-eferred Sharea. Since 
issuance of the ESOP Preferred Snares, t ; . Company has paid q u a r t e r l y cash 
dividends on the ESOP Preferred Shares of S.54125 per s.hare. Each ESOP Preferred 
Share i s convertible under c e r t s i n circumstances i n t o one Conmon Share. 

7. EFFECT OF THE OFFER ON THE MARKET FOR THE COmOH SHARES; EXCHANGE 
LISTING AND EXCHANGE ACT REGISTRATION; MARGIN REGULATIONS. The purchase c f 
Common Share? pursuant t o the Offer w i l l reduce the number of Conmon Shares that 
might otherwise trade p u b l i c l y and could reduce the number of holders of Conaon 
Shares, which could adversely a f f e c t the l i q u i d i t y and market value of the 
remaining Conmon Shares held by the p u b l i c . Following the Offer, a large 
percentage of the outstanding Common Shares w i l l be owned by Purchaser. 

According t o the NYSE's published guidelines, the NYSE would consider 
d e l i s t i n g t.he Common Shares i f , amo ig other t h i n g s , the number of record holders 
of at least 100 Common Shares should f a l l below 1,200, the nuR4>er of p u b l i c l y 
held Conmon Shares (exclusive o f holdings of o f f i c e r s , d i r e c t o r s and t h e i r 
f a m i l i e s and other concentrated holdings c f 10% or more ("NYSE Excluded 
Holdings")) should f a l l below 600,000 or tne aggregate market valu- of p u b l i c l y 
held Conanon Shares (exclusive o f NYSE Excluded Holdings) should f a l l below 
55,000,000. I f , as a r e s u l t o f the purchase of Conmon Shares pursuant t o the 
Offar or otherwise, the Conmon Shares no longer meet the requirements of the 
NYSE f o r continued l i s t i n g and the l i s t i n g of the Common Shares i s discontinued, 
the market f o r the Ĉ ommon Shares could be adversely affected. 

I f the NYSE were to d e l i s t the Common Shares, i t i s possible t h a t the 
Common Shares vrould continue t o trade on another s e c u r i t i e s exchange or i n the 
over-the-counter market and t h a t p r i c e or ot^,er quotations would be reported by 
•uch exchange or through the National Association of Securities Dealers 
Automated Quotation System ("NASDAQ") or other sources. The extent of the p u b l i c 
market therefor and the a v a i l a b i l i t y of such quotations would depend, however, 
upon such factors as the number of shareholders and/ or the aggregate market 
value o f such s e c u r i t i e s remaining at such time, the i n t e r e s t I r maintaining a 
market i n the Shares on the p a r t of s e c u r i t i e s f i r m s , the possible termination 
of r e g i s t r a t i o n under the Exchange Act as described below and other f a c t o r s . 
Purchaser cannot predict whether the reduction i n the number of Conmon Shares 
t h a t might otherwise trade p u b l i c l y would have an adverse or b e n e f i c i a l e f f e c t 
on the market p r i c e f o r or m a r k e t a b i l i t y of the Conmon Shares or whether i t 
would cause f u t u r e maiket p r i c e s t o be greater or leas than the Offer Price. 

The Ctonmon Shares are c u r r e n t l y registered under the Exchange Act. Such 
r e g i s t r a t i o n may be terminated upon a p p l i c a t i o n by the Company to the SEC i f the 
Conmon Shares are not l i s t e d on a national s e c u r i t i e s exchar.ge a.id there are 
fewer than 300 record holders of the Common Shares. The termination of 
r e g i s t r a t i o n of the Conmon Shares under the Exchange Act would s u b s t a n t i a l l y 
reduce the Information required to be furnished foy the Conpany to holders o f 
Common Shares and to the SEC and would make c e r t a i n provi-ions of the Exchange 
Act, such as the short-swing p r o f i t recovery provisions of S'iction 16(b), the 
requirement of furnishing a proxy statement i n connection w i t h shareholders' 
meetings purauant t o Section 14(a), and the requirements of Rule 13e-3 under the 
Exchange Act w i t h respect t o "going p r i v a t e " transactions, no .longer applicable 
t o the Conmon Shares. I n a d d i t i o n , " a f f i l i a t e s ' of the Company and persons 
holding ' r e s t r i c t e d s e c u r i t i e s " of the Company may be deprived of the a b i l i t y t o 
dispose of luch s e c u r i t i e s pursuant t o Rule 144 promulgated under the Sec u r i t i e s 
Act of 1933, as amended (the " S e c u r i t i e s A c t " ) . 

I f r e g i s t r a t i o n of the Common ''na.es under the Exchange Act were 
terminated, the Conmon Shares woulr. no longer be e l i g i b l e f o r NASDAQ re p o r t i n g . 

8. CERTAIN INFORMATION CONCERNING THE COMPANY. Except as otherwise noted 
below, the information concerning the Company contair?d i n t h i s Offer to 
Purchase, including f i n a n c i a l information, has bean taken from or based upon the 
Conpany Form 10-K ar. 1 other r u b l i c l y a v a i l a b l e documents and records on f i l e 
w i t h the SEC and oth..- oublic aourceu. Neither Parent nor Purchaser assumes any 
r e s p o n s i b i l i t y f o r the accuracy or completeness of the information concerning 
the Conpany contained i n such documents and records or f o r any f a i l u r e by the 
C^opany to disclose events which may have occurred or may a f f e c t the 
si g n i f i c a n c e or accuracy of any juch information out which are unknown t o Parent 
or Purchaser. 
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The Company i s a Pennsylvania corporation whose p r i n c i p a l executive o f f i c e s 
are located at 2001 Market Streec, Two Commerce Square, Philadelphia, 
Pennsylvania 19101. Through i t s wholly-owned subsidiary. Consolidated Rail 
Corporation ("CRC"), a Pennsylvania corporation, the Company provides freight-
t r a n s p o r t a t i o n services wit h i n the northeast and midwest United States, 'ihe 
Company interchanges f r e i g h t with other United States and Canadian railroads f o r 
transport to destinations w i t h i n and outside the Company's service region. Aa of 
December 31, 1995, CRC (excluding i t s subsidiaries) maintained 17,715 miles of 
track on i t s 10,701 mile route system. Of t o t a l route miles, 8,860 are owned, 
100 are leased or operated under contract and 1,741 are operated under trackage 
r i g h t s , including approximately 300 miles operated pursuant to an easement over 
Amtrak's Northeast Corridor. Also as of December 31, 1995, the Con^aany had 
(owned or subject to c a p i t a l lease) 2,023 locomotives and 51,404 f r e i g h t cars 
(including 21,948 subject to operating leases), excluding locomotives and 
f r e i g h t cars held by subsidiaries other than CRC, which have an immaterial 
number of locomotives and f r e i g h t cars. The Company operates no s i g n i f i c a n t l i n e 
of business other than the f r e i g h t r a i l r o a d business and does not provide common 
c a r r i e r passenger or correnuter t r a i n service. 

The Company serves a heavily i n d u s t r i a l region that i s marked by dense 
population centers vAich co n s t i t u t e a substantial market for consumer durable 
and non-durable goods, and a marKet f o t raw materials used i n manufacturing and 
by e l e c t r i c u t i l i t i e s . 

Financial Information. Set f o r t h below i s c e r t a i n selected consolidated 
f i n a n c i a l information r e l a t i n g to the Company aid i t s subsidiaries which has 
been excerpted or derived from the f i n a n c i a l statements contained i n ( i ) the 
Conpany Form 10-K, ( i i ) the Co.tpany's Quarterly Report on Form 10-Q for the 
f i s c a l quarter ended June 30, 1996 (the "Coripany Form 10-Q") and ( i i i ) the 
Company's Annual Report on Form 10-K for the year ended December 31, 1994. More 
contirehensive f i n a n c i a l information i s included i n the Company Form 10-K and the 
Company Form 10-Q and other documents f i l e d by the Company with the SEC. The 
f i n a n c i a l informatior that follows i s q u a l i f i e d i n i t s e n t i r e t y by reference t o 
the Company Form 10-.« and the Company Form 10-Q and other documents, including 
the f i n a n c i a l statements and relat e d notes contained th e r e i n . The Company Form 
10-K and the Company Form 10-Q and other documents may be examined and copies 
may be obtained from the o f f i c e s of the SEC i n the manner set f o r t h below. 

CONRAIL INC. 

SELECTED CCWSOLIDATED FINANCIAL INFORMA.TION 
(IN MILLIONS, EXCEPT PER SHARE AMOUNTS) 

SIX MONTHS ENDCO 
JUNE 30, YEAR ENDED DECEMBER 31, 

i»9< 199S 19K 1993 

INCOME STATEMENT DATA: 
Revenues $1,S38 
(^>ereting expenses , 1,715 
Oparatlnq Income 123 
Net income t o coenon shareholders... 57 
ItKX»a PER COMMON SHARE INFORMATION: 
Net earnings per Cornnon Share before the cuimjlative 

e f f e c t of changes in accounting p r i n c i p l e s 
Primary S 0.66 
Ful l y d i l u t e d 0.S4 

Net par Coamon Share cumulative e f f e c t of changes in 
accounting p r i n c i p l e s ( 1 ) 

Primary 
F u l l y d i l u t e d 

Net earnings per Comnon Share 
primary 0.C6 
r u l l y diluted 0.«4 

S l , « 1 2 
1,518 

294 
178 

2 .17 
1.98 

2 .17 
1 . 9 « 

$ 3 , 6 6 « 
3 ,230 

4 5 « 
2«4 

$ 3 .19 
2 .94 

3 .19 
2.94 

53,733 
3, 127 

<0« 
324 

S 3 .90 
3 .56 

3 . 9 0 
3 , » < 

$ 3 , 4 5 3 
2 , 8 6 2 

591 
I M 

2 . 7 4 
2 . 5 1 

( .92 ) 

1.82 
1.70 
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XT .xsn }c, AT DscmmcK 31. 

i»»« l»»S ISM 1SS4 i t f j 

BALMICI S U I T HATA: 
Curr . . t , i , j 2 3 u u , . i , j o i (1,125 „ , o«2 
Property « d . « l p m , « , „ „ «« , » , 5 , »» 

Tot.1 5 JJJ 
U>ag-t.m debt, Mclwlliig curreat portlos 1,»»7 2,o«» 1, » l l 1 , , « 1. »s» 
T o t . l . k . c . h o l d . c . - « M l t y » , „ , J ,o07 J , , 7 7 2 ; » J » j ) 7.4 

>1) Effective January I , 1993, the Company adopted Statement of Financial 
Accounting Standards ("SFAS") No. 106, "Employers' Accounting for 
Postretirement Benefits Other than Pensions" and SFAS 109, "Accountino for 
Income Taxes." 

The Company i s subject tc the infonnation and reporting requirements of the 
Exchange Act and i s required to f i l e reports and other information with the SEC 
relating to i t s business, financial condition and other matters. Information, as 
of particular dates, concerning the Company's diroctors and of f i c e r s , their 
remuneration, stock options granted to them, the principal holders of the 
Company's securities, any material interests of such persons in transactions 
with the Company rnd other matters i s required to be disclosed in proxy 
statamants distributed to the Company's shareholders and f i l e d with the SEC. 
These reports, proxy statements and other information should be available for 
inspection at the public reference f a c i l i t i e s of the SEC located in Judiciary 
Plaza, 450 F i f t h Street, N.W., Washington, D.C. 20549, and also should ba 
available for inspection and copying at proscribed rates at the following 
regional offices of tha SEC: Seven World Trade Center, New York, New York 10048; 
and 500 West Madison Street, Suite 1400, Chicago, I l l i n o i s 606£1. Copies of this 
material may also be obtained by mail, upon payment of the SEC's customary fees, 
from rhe SEC's principal office at 450 Fifth Street, N.W., Washington, D.C. 
20549. The SEC also maintains an Internet web site at http://www.sec.gov that 
contains reports, proxy statements and other information. Reports, proxy 
-tataments and other information concerning the Company should also be available 
10005 offices of tha NYSE, 20 Broad Street, Naw York, New York 

Certain Projected Financial Information. In tha course of i t s discussions 
with Parent described In Section 11, the Company provided Parent and i t s 
financial advisors wit^ certain business and financial information wnlch Parent 
bellavas was not publicly available. Such information included, among other 
things, certain linancial projections for 1996 through 1999 (tha "Company 
Projections") prepared by management of the Company as a long-range plan. The 
Company Projections do not take into account any of the potential affects of tha 
transactions contemplated by tha Offer and the Merger. The Company does not as a 
matter of course publicly disclose internal projections as to future revenues, 
aarnings or financial condition. 

The Conipany Projections indicated the 'ollowlng income statement and cash 
flow data: ( i ) projected net cash provided by operating a c t i v i t i e s for each of 
the years ended December 31, 1996 through December 31, 1999 were S3,762 million, 
$3,874 mi l l i o n , S3,988 mil l i o n and $4,149 million, respectively; ( i i ) projected 
oparating expanses for each of such yaars ware $2,987 mi l l i o n , $3,026 million, 
$3,043 m i l l i o n and $3,112 mil l i o n , respectively; ( i i i ) projected oparating 
incoma for each of such yaars was $775 million, $848 mi l l i o n , $945 million and 
$1,037 mi l l i o n , respectively; (iv) projected net income for each of such years 
waa $438 m i l l i o n , $485 m i l l i o n , 5542 million and $599 mi l l i o n , respectively; (v) 
projected net cash provided by oparating a c t i v i t i e s for each of such years was 
$855 mil l i o n , $822 mil l i o n , $690 m i l l i o n and $975 million, respectively; ( v i i 
projected capital expenditures for each of such yaars was $492 mi l l i o n , $510 
million, 5550 mil l i o n and 5550 m i l l i o n , respectively; ( v i i ) projected nat 
internally generated funds (defined as net cash provided by operating accivitias 
leas capital expenditures) for each of such yaars were 5363 m i l l i o n , $312 
m i l l i o i i , $340 k-illion and $425 a . l i i o n , respectively; ( v i i i ; projected dabt 
Issuance nat of dabt retirement for each of such yaars was 5(49) m i l l i o n , $7 
mil l i o n , $(11) m i l l i o n and $(85) m i l l i o n , respectively; and (ix) projected nat 
change in cash foe each of such years was $43 million, $0, $0 and $0, 
raspactively. 

In connection with the Company Projections, the Company also furnished 
Parent with pro]«icred balance sheets of the Company for the yaars 1996 through 
1999. Such balance sheets projected t o t a l assets of the Company increasing from 
$8,660 m i l l i o n i n 1996 to 59,656 mil l i o n in 1999, t o t a l long-tarm dabt 
(excluding 
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current portion) decreasing from $1,862 million in li^96 to 51,773 ailli<Mi in 
1999 and total shareholders' equity increasing from $3,057 million in 1996 to 
$3,725 million in 1999. 

THE COMPANY PROJECiiONS WERE NOT PREPARED WITH A VIEW TO PUBLIC DISCLOSURE 
OR COMPLIANCE WITH PUBLISHED GUIDELINES OF THE SEC OR THE GUIDELINES ESTABLISHED 
BY THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS. THE PROJECTIONS ARE 
INCLUDED IN THIS OFFER TO PURCHASE ONLY BECAUSE SUCH INFORMATION WAS PROVIDED TO 
PARENT. NONE OF PARENT, PURCHASER OR ANY PARTY TO WHOM THE PROJECTIONS WERE 
PROVIDED ASSUMES ANY RESPONSIBILITY FOR THE ACCURACY OF SUCH INFORMATION, WHILE 
PRESENTED WITH NUMERICAL SPECIFICITY, THESE PROJECTIONS ARE BASED UPON A VARIETY 
OF ASSUMPTIONS RELATING TO THE BUSINESSES OF THE COMPANY WHICH, THOU<ai PARENT 
HAS BEEN ADVISED WERE CONSIDERED REASONABLE BY THE COMPANY AT THE TIME THEY WERE 
FURNISHED TO PARENT, MAY NOT BE REALIZED AND ARE SUBJECT TO SIOJIFICANT 
UNCERTAINTIES AND CONTINGENCIES, MANY OF WHICH ARE BEYOND THE CONTROL OF THE 
COMPANY, THERE CAN BE NO ASSURANCE THAT THE PROJECTIONS WILL BE REALIZED, AND 
ACTUAL RESULTS MAY VARY MATERIALLY FROM THOSE SHOWN. THE PROJBCTI NS HAVE NOT 
BEEN EXAMINED OR COMPILED BY THE COMPANY'S INDEPENDENT PUBLIC ACCO'JNTAHTS. FOR 
THESE REASONS, AS WELL AS THE BASES ON WHICH SUCH PROJECTIONS WERE COMPILED, 
THERE CAN BE NO ASSURANCE THAT SUCH PROJECTIONS WILL BE REALIZED, OR THAT ACTUAL 
RESULTS WILL NOT BE HIGHER OR LOWER THAN THOSE ESTIMATED. THE INCLUSION OF SUCH 
PROJECTIONS HEREIN SHOULD NOT BE REGARDED AS AN INDICATION THAT PARENT, 
PURCHASER OR ANY OTHER PARTY WHO RECEIVED SUCH INFORMATION CONSIDERS IT AN 
ACCURATE PREDICTION OF FUTXmE EVENTS. 

Certain Operating Relationships. Various subsidiaries of each of Parent, 
on the one hand, and the Company, on the other hand, have operating 
relationships with each other. Approximately 6%, 6%, and 7% of the Company's 
total loads in 1993, 1994 and 1995, respectively, were interchanged with Parent. 
Major interchange locations between Parent and the Company include Cincinnati, 
Ohio; Alexandria, Virginia; Philadelphia, Pennsylvania; and Toledo, Ohio. 

In connection with interchanges, either or both railroads of Parent and the 
Conpany may be the party billing the shipper of such interchange freight, and in 
cases where one of the parties b i l l s for the entire shipment, such party will 
periodically remit to the other party the net amount of the proceeds due to such 
other carrier in accordance with standard industry practice. In addition. Parent 
and the Company often, together with other railroads, cooperate in terminal 
switching operations at certain major locations including Chicago, I l l i n o i s and 
East St. Louis, I l l i n o i s . Parent and the Company also have proprietary interests 
in various terminal companies in their se^-vice territories, including the Belt 
Railway of Chicago and The Lakefront Dock, Railroad Terminal Company. 

In addition to the foregoing. Parent eUid the Company are parties to various 
trackage rights agreenusnts pursuant to which each carrier operates over the 
other carrier's track. 

The Rights. The following is based upon the Form 8-K dated July 31, 1989 
filed by CRC, which i s the Company's current operating subsidiary and which 
prior to the Company's adoption of the holding company structure on February 17, 
1993 operated on a stand alo/»e basis (the "July 1989 Form 8-K"), the Company's 
Form 8-B dated as of £eptemh/er 25, 1995 and other amendments to the Rights 
Agreement filed with the SLC. 

On July 19, 1989, the Board of Directors of CRC declared a dividend 
distribution of one Common Stock Purchase Right (a "Right") for each share of 
common stock of CRC and executed the Rights Agreement. Upon adoption by the 
Company of a holding company structure on February 17, 1993, CRC assigned a l l cf 
CRC's t i t l e and interest under the Rights Agreement, as amended, to the Ccwpany 
(the "Assignment"). On October 2, 1995, one Right w«s distributed with respect 
to each outstanding ESOP Preferred Share. Under 
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the Rights Agreement, as amended, each Right entitles tha holder to purchase one 
Common Share at an exercise price $205.00, subjact to adjustment. 

Under tha Rights Agreement, as amended, until the close of business on tha 
Distribution Date (which i s defined as the earlier of (I) 10 days following % 
public announcement that a person or group of af f i l i a t a d or associated par-ons 
(the "Acquiring Person") has acquired, or obtained the right to acquire, 
beneficial ownership of 10% or more of the outstanding Shares and ( i i ) 10 
business days (or such later date as the Board of Directors of the Conipany shall 
determine) following the commencement of a tender offer or exchange offer which 
would result in a person or group beneficially owning 10% or mora of tha 
outatandlng Shares), the Rights will be evidenced by tha Share Certificates and 
wi l l ba transferred with and only with such share certificates. As soon as 
practicable after the Distribution Date, Rights Certificates will be mailed to 
holders of record of the Shares as of the close of business on tha Distribution 
Date, and thereafter the separate Rights Certificates alone will evidence tha 
Rights. 

Tha Rights are not exercisable until tha Distribution Date. The Rights will 
expire at the close of business on July 19, 1999 unless earlier radaamad by tha 
Company as described below. 

In the event that th« Company i s acquirad in a merger or consolidation in 
which the Company i a not tha surviving corporation or 50% or more of the 
Company's consolidated aasets or earning power Is sold or transferred, each 
holder of a Right w i l l thereafter have the right to receive, upon tha axarcisa 
thereof at then currant exercise price of the Right, that number of shares of 
conmon stock of the acquiring company which at the time of such transaction will 
hava a value equal to two times the exercise price of the Right. 

In the event that an Acquiring Parson becomes tha l»anaficial omar of 10% 
or more of tha outstanding Shares, each holder of a Right will thereafter hava 
tha right to receive, upon exercise, Comnon Sharas (or, in certain 
circumstances, cash, property ot other securities of the Company), having a 
value equal to two times the exercise price of the Right. 

At any time prior to the announcement by the Company or an Acquiring Person 
that an Acquiring Person has become such, tha Company may redeem tha Rights in 
whole, but not in part, at a price of 5.01 per Right (tha "RadaBf>tion P;lca"). 
lnmediately upon tha action of tha Board of Directors of the Conf>any ordering 
redemption of tha Rights, tha Rights will terminate, and tha only right to which 
tha holders of Rights %ri.ll be entitled will be tha right to receive tha 
Redemption Price. 

Until a Right i s exercised, tha holder thereof, as such, will hava no 
rights as a shareholder of the Conipany. including without limitation, tha right 
to vote or to racaive dividends. 

Tha tamm of the Rights may be amended by the Board of Directors of tha 
Conipany without the consent of the holders of tha Rights in order to cure any 
ambiguity, to correct or supplement any provision which i s defective or 
inconsistent with other provisions, or to make any othar provision with respect 
to the Rights which the Company may deem daslriible; provided that from and after 
auch time an Acquiring Person becomes such, the Rights may not ba amended in any 
•tanner which would adversely affect the interests of holders of Rights. 

Tha foregoing auamary of tha Rights Agraamant doaa not purport to be 
complete and i s qualified in i t a entirety by rafaranca to tha July 1989 Form 
8-K, the text of the Rights Agraamant as an exhibit thereto filed with tha SEC, 
tha Assignment, and subsequent amendments to tha Rights Agraamant as filed with 
tha sec Copies of these documents may ba obtained in tha manner sat forth 
above. 

In conjunction with the execution of the Merger Agreement, tha Board ot 
Plractors of the Company amerdod tha Rights Agreement to (1) render tha Rights 
Agraatnant inapplicable to the Merger and the othar transactions contanf>latad by 
tha Merger Agreement and the Conipany Stock Option Agraamant and ( i l ) ensure that 
(a) neither Parant nor any of i t s wholly owned subsidiaries i s an Acquiring 
Person pursuant to the Rights Agreement and (b) a Sharas Acquisition Data, 
Distribution Date or Trigger Event (in each case as defined in the Rights 
Agreement) does not occur by reason of the approval, execution or delivery of 
the Merger Agreement and the Company Stock Option Agreement, the consunmation of 
the Merger, or the other transactions contemplated by the Merger Agreement or 
tha Company Stock Optior Agreement and the Rights Agraamant may not ba further 
antandad by tha Company without tha prior consent of Parant in i t s sole 
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d i s c r e t i o n . The Conpany has also agreed to take any further action necessary t o 
render ihe Rights Agreement inapplicable to the Transactions. 

Shareholders are required to tender one associated Right for each Share 
tendered in order to e f f e c t a v a l i d tender of such Share. I f the D i s t r i b u t i o n 
Date does not occur p r i o r to the Expiration Date, a tender of Shares w i l l 
a u t o m a t i c i l l y constitute a tender of the associated Rights. See Section 3. 

9. CERTAIN INFORMATION CONCERNING PURCHASER AND PAJIENT. 

Purchiser. Purchaser i s a Pennsylvania corporation organized i n October 
1996 and h.is not carried on any sig n i f i c a n t a c t i v i t i e s other than a c t i v i t i e s 
undertak«n In connection with the Offer and the Merger. The principal o f f i c e s of 
Purchaser are located at One James Center, 901 East Cary Street, Richmond, 
Vi r g i n i a 23219. Purchaser Is a wholly owned subsidiary of Parent. U n t i l 
Imnediately p r i o r to the time that Purchaser w i l l purchase Shares pursuant to 
the Offer, i t Is not expected that Purchaser w i l l have any si g n i f i c a n t assets or 
l i a b i l i t i e s or engage i n a c t i v i t i e s other than those incident to the 
transaction: contemplated by the Offer and the Merger. 

Parent. Patent Is a Virginia corporation w i t h I t s principal executive 
o f f i c e s located at One James Center, 901 East Cary Street, Richmond, V i r g i n i a 
23219. 

Varent provides r a i l , intennodal, ocean container-shipping, barging, 
trucUng, and contract l o g i s t i c s services worldwide. Through i t s subsidiary crX 
Trans.>ortatlon ("CSXT"), Parent provides r a i l f r e i g h t transportation and 
d i s t r i b u t i o n services over approximately 18,500 route miles in 20 states In the 
United States east, midwest and south; and in Ontario, Canada. CSXT interclianges 
f r e i g h t with western railroads at key gateways In Chicago, Zast St. Louis, 
Memphis and New Orleans. CSXT's service t e r r i t o r y includes 26 port c i t i e s for 
international transport. In 1995, the principal coinnoditles hauled by CSXT were 
coal, chemicals, automotive parts, finished vehicles, a g r i c u l t u r a l products, 
forest products (including paper, paper products, and lumber products), 
minerals, f e r t i l i z e r s , and metals. 

Parent also transports f r e i g h t through subsidiaries conducting 
container-shipping, intermodal. and barge operations. I t s subsidiary, Sea-Land 
Service Inc. ("Sea-Land"), i s the largest container-shipping l i n e In the United 
States and one of the three largest container-shipping companies in the world. 
Sea-Land operates more than 100 container ships and nearly 200,000 containers 
throughout the world. Parent's subsidiary, American Conmercial Lines Inc., i s 
the largest and most d i v e r s i f i e d barge transportation firm i n both North and 
South America. CSX Intermodal provides shippers w i t h nationwide intermodal 
service for moving domestic and international f r e i g h t i n t r a i l e r s , domestic 
containers and International steamship containers, often in close alignment with 
CSXT and Sea-Land. 

Parent i s subject to the information and reporting requirements of t h * 
Exchar.g*- Act and Is required to f i l e reports and other information with the SEC 
rel a t i n g to I t s business, fin a n c i a l condition and other matters. Information, as 
of p a r t i c u l a r dates, concerning Parent's directors and o f f i c e r s , t h e i r 
remuneration, stock options granted to the-n, t»ie p r i n c i p a l holders of Parent's 
securities, any material interests of such persons In transactions with Parent 
and other matters Is required to be disclosed In proxy statements d i s t r i b u t e d t o 
Parent's shareholders and f i l e d with the SEC. These reports, proxy statements 
and other information should be available for Inspection and copies may be 
obtained In the same nu-nncr as set forth for the Company in Section 8. The 
shares of Parent conmon stock are l i s t e d on the NYSE, and reports, proxy 
statements and other Information concerning Parent should also be available for 
inspection at the o f f i c e s of the NYSE, 20 Broad Street, New York, New York 
10005. 

The name, citizenship, business address, p r i n c i p a l occuiiation or employment 
and five-yeai employment history for each of the directors and executive 
o f f i c e r s of Parent and Purchaser are set f o r t h i n Schedule I hereto. 

Except as set f o r t h i n t h i s Offer to Purchase, neither Parent nor 
Purchaser, nor, to the best knowledge of Parent or Pur::haser, any of the persons 
l i s t e d in Schedule I hereto, or any associate or majority-owned subsidiary of 
such persons, b e n e f i c i a l l y owns any equity security of the Company, and neither 
Parent nor Purchaser, nor, to the l>est knowledge of Parent or Purchaser, any of 
the other persons referred to abovf, or 
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any of the respective directors, executive o f f i c e r s or subsidiaries of any of 
the foregoing, has effected any transaction i n any equity security of the 
Company during the past 60 days. Mr. John Hall, a di r e c t o r of Parent, owns 50 
Conmon Shares through an asset management fund, and Mr. Mark Aron, an executive 
o f f i c e r of Parent and Purchaser and a di r e c t o r of Purchaser, owns not more than 
800 Comnon Shares. In addition, Mr. Robert Burrus, a di r e c t o r of Parent, i n his 
capacity as a trustee of a t r u s t , sold 650 Common Shares on September 5, 1996 at 
a prica of $70 per share. 

Except as set f o r t h i n t h i s Offer to Purchase, neither Parent nor 
Purchaser, nor, to the best knowledge of Parent or Purchaser, any of the persons 
l i l t e d i n Schedule I hereto has any contract, arrangement, understanding or 
re l a t i o n s h i p w i t h any other person with respect to any sec u r i t i e s of the 
Company, in c l u d i n g , without l i m i t a t i o n , any contract, arrangement, understanding 
or r e l a t i o n s h i p concerning the transfer or the voting of any se c u r i t i e s of the 
Company, j o i n t ventures, loan or option arrangements, puts or c a l l s , guaranties 
of loans, guaranties against loss or the giving or withholding of proxies. 
Except as set f o r t h i n t h i s Offer to Purchase, neither Parent nor Purchaser, 
nor, to he best knowledge of Parent or Purchaser, any of the persons l i s t e d i n 
Schedule I hereto has had any transactions with the Company, or any of i t s 
executive o f f i c e r s , d i r e c t o r s or a f f i l i a t e s that would require reporting under 
the rules of the SEC, 

Except as set f o r t h i n t h i s Offer to Purchase, there have been no contacts, 
negotiations or transactions between Parent or Purcha^jer, or t h e i r respective 
su b s i d i a r i e s , or, to the best knowledge of Parent ot Purchaser, any of tha 
persons l i s t e d i n Schedule I hereto, on the one hand, and the Company or i t s 
executive o f f i c e r s , d i r e c t o r s or a f f i l i a t e s , on the other hand, conceming a 
merger, consolidation or acq u i s i t i o n , tender o f f e r or other a c q u i s i t i o n of 
s e c u r i t i e s , e l e c t i o n of dir e c t o r s , or a sale or other transfer of a mater i a l 
amount of assets. 

Financial :^nformation, Set f o r t h below i s certain selected consolidated 
f i n a n c i a l infor-Tiation r e l a t i n g to Parent and i t s subsidiaries whicn has been 
excerpted or derived from the f i n a n c i a l s'.atements contained i n Parent's Annual 
Reports on Form 10-K for the f i s c a l years ended December 29, 1995 and December 
30, 1994 (the "Parent Form lO-Ks") and i n Parent's Quarterly Report cn Form 10-Q 
fo r the f i s c a l quarter ended June 28, 1996 (the "Parent Form 10-0"), More 
comprehensive f i n a n c i a l information i s included i n the Parent Forif. lO-K and the 
Parent Form IO~Q and otner documents f i l e d by Parer.t with the SEC, The f i n a n c i a l 
information that follows i s q u a l i f i e d i n i t s e n t i r e t y by reference to the Parent 
Form lO-K and the Parent Form lO-Q and other documents including the f i n a n c i a l 
statements and related notes contained therein. The Parent Form lO-Ks and the 
Parent Form lO-Q and other documents may be examined and copies may be obtained 
from the o f f i c e s of the SEC i n the manner set f o r t h above. 

CSX CORPORATION 

SELECTED CONSOLIDATED FINANCIAL INFORMATION 
(IN MILLIONS, EXCEPT PER SHARE AMOUNTS) 

SIX MONTHS INDED(2) 
YKMt INDID 

JUNE 28, JUNE 30, DCCBOKR 29, OSCSBtR 30, OCCBatR 31, 
l»»e 19*5 1994 l t»3 

^ ^ ^ i " * ™ : : ! " " " : . S.X" » 4.'" » 10,504 
S r « " w 4,4*2 4,633 9.332 •,37« •.027 
^ V . l ^ ' i ' l ^ c : : ' : : : : 704 3jo 1,172 1,232 .13 
Net e.rnin9s 380 140 611 «•- »»» 
PIR SHARE IHFORKATION: _ .... . , t , 
Eernin, . per shared) » l-S" » » 2 »< » ^ ^ » 
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jamt 2t, juai lo, ixcmant 2«, OKcmmsjt jo, Mcaan i i , 
199* i*n 19*4 iMi 

•AUUfCC SVKIT QATA: 
Corr<at u n t « • i , >7* » 1,7t2 < t.SJS • 1,MJ I 1,S71 
rro(M>rti» — MC I I , * M 11,12> 11,2*7 11,044 10,7M 
Total 14, S l l 13.994 14,2*3 11,724 11,420 
loog-tmrm datoc, cvrreBC portima Ifft 197 4S4 113 144 
Tota l c u r c m t l l a b t l t t l u 2 , ( 1 4 2, «»> 2, >»> 2,S0< 2,27S 
Long-t«i« 44bt. •Kelud4ag curreet 

portion 2.271 2,S77 2,222 2,414 1,111 
Total •karaholdao' wiulty 4, S47 J,S21 4,242 1,711 3,1*0 

(1) Adjusted for two-foi-ona stock s p l i t d i s t r i b u t e d December 21, 1995. 
(2) For the six month periods ended June 28, 1996 and June 30, 1995, Parent 

changed i t s financial presentation to exclude non-transportation a c t i v i t i e s 
from operating revenue, operating expense, and operating income. 

10. SOURCE AND AMOUNT OF FUNDS. Purchaser estimates that tha t o t a l amount 
of funds required to >>urchase Sharas pursuant to tha Offar, to pay the cash 
portion of tha consideration i n the Merger and to pay a l l related costs and 
expanses w i l l be approximately $3.5 b i l l i o n . See "Fees and Expanses." 

Purchaser plans to obtain the necessary funds through c a p i t a l contributions 
or advances made by Parent. Parent plans to obtain the funds for such capita l 
contributions or advances from i t s available cash and working c a p i t a l , and 
either through Cha issuance of long- or short-term dabt sacuritias (including, 
without l i m i t a t i o n , conmercial paper notes) or pursuant to a credit f a c i l i t y 
that Parent w i l l seek to obtain ftom one or more conmercial banks. 

Parent's conmercial paper program involves the private placement of 
unsecured, conmercial paper notes with maturities of up to 270 days. The 
conmercial paper generally has an e f f e c t i v e interest rata approximating tha then 
market rate of Interest for conmercial paper of similar r a t i n g , currently 
approximately 5.45%. Parant may refinance any conmarcial paper borrowings used 
to finance the purchase of Shares pursuant to the Offar through private 
placements of additional commercial paper, borrowings under tha credit f a c i l i t y 
referred to above or, dapanding on market or business conditions, through .such 
othar financing as Parant stay daam appropriate. 

I t Is anticipated that tha indebt -' .ess incurred by Parant i n connection 
with the transactions conteirplatMd by the Merger Agreement w i l l ba repaid from 
funds generated I n t e r n a l l y by Parent and i t s subsidiaries (including, a f t e r the 
Merger, i f consunmated, dividends paid by tha Surviving Corporation and i t s 
subsidiaries), through additional borrowings, through application of proceeds of 
dispositions or through a combination of two or mora such sources. No f i n a l 
decisions have been made concerning the mathod Parent w i l l amploy to repay such 
indebtedness. Such decisions, vrhan made, w i l l be basad on Parent's review from 
time to time of the a d v i s a b i l i t y of particular actions, as wall as on prevailing 
interest rates and f i n a n c i a l and other aconomic conditions. 

11. BACKGROUND OF THE OFFER; CONTACTS WITH THE COMPANY. 

In the ordinary course .of Parent's long-term strategic review process, 
Parant and i t s subsidiaries r o u t i n e l y analyze potential combinations with 
vik-rious r a i l r o a d companies. In recant yaars. Parent has placed p a r t i c u l a r 
emphasis on studies of tha Conipany, considering i t to be an ideal candidate for 
such a combination. 

Fron ime to time since August 1994, Parant has conveyed to senior managars 
of tha Corr4 any Parent's continuing interest i n discussing a business combination 
and Parent's views as to tha d e s i r a b i l i t y of such a transaction. These contacts 
by Parant Jed to a discussion i n July 1996 between David M. LaVan, Chairman, 
Prasidant and Chief Executive Of f i c e r of tha Company, and John W. Snow, 
Chairman, President and Chief Executive Officer of Parent, generally regarding 
tha consoliOat Iun In the r a i l r o a d industry and the regulatory environment with 
respect to su-h consolidation. Following such discussion, each of the parties 
Indapanoantly .analyzed i t s s t r a t e g i c opportunities, including potential business 
combination transactions. Shortly following preliminary discussions between Mr. 
Snow and Mr. LeVan, on October 6, 1996, Mr. Snow and Mr. LeVan mat to discuss 
the p o s s i b i l i t y for and the terms of a business combination between Parent and 
the Compcny. 
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Following that meeting, senior management of both companies, together with their 
financial and legal advisors, independently undertook to examine a possible 
transaction and to conduct detailed business reviews. On October 8, 1996, Parmt 
and the Company entitled into a confidentiality agreement in connection with 
their discussions. Such discussions led to the negotiation of the Merger 
Agreement and tlie Option Agreements, i/hich were executed on October 14, 1996, 

On October 3 6, 1996, Parent and Purchaser commenced the Offer. 

12, PURPOSE OF THE OFFER AKD THE MERGER; PLANS FOR THE COMPANY, The 
purpose of the Offer is for Parent, thiough Purchaser, to acquirt a significant 
equity interest in the Company as a f i r s t step in consummating a business 
combination between Parent and the Company, The purpose of the Merger is for 
Parent to acquire a l l Shares not purchased pursuant to the Offer and thereby 
accomplish the business combination transaction. 

Upon consunmation of the Merger, Parent intends to continue to review the 
combined company and i t s assets, businesses, operations, properties, policies, 
corporate structure, capitalization and management and consider i f any changes 
would be desirable in li g h t of the circumstances then existing. Upon 
consunmation of the Merger, Parent also intends to continue to identify 
synergies and cost savings, including i t s freight t r a f f i c arrangements with the 
Coirpany. 

Based upon discussions with the Company, Parent believes that t o t a l 
quantifiable benefits from the Merger w i l l be approximately $550 million 
annually, based on the realization of cost savings from operating efficiencies, 
f a c i l i t y consolidations, overhead rationalization and other a c t i v i t i e s , and new 
t r a f f i c volumes earned by enhanced service. Parent intends that the combined 
conpany w i l l make investments to support revenue growth, and w i l l create a 
streamlined organization that incorporates the best of Parent's and the 
Conpany's organizations, while combining f a c i l i t i e s and realizing economies of 
scale. Parent expects that there w i l l be some job losses as a result of 
consolidations and the elimination of redundancies, but that these w i l l be 
offset substantially over time by new employment opportunities resulting from 
growth of the business. Parent has not yet developed specific plans to implement 
the foregoing. THE FOREGOING ESTIMATES OF COST SAVINGS AND SYNERGIES ARE 
INHERENTLY SUBJECT TO SIGNIFICANT UNCERTAINTIES AND CONTINGENCIES, MANY OF WHICH 
ARE BEYOND THE CONTROL OF PARENT. THERE CAN Bi NO ASSURANCE THAT THEY >fILL BE 
ACHIEVED AND ACTUAL SAVINGS AND SYNERGIES MAY VARY MATERIALLY FROM THOSE 
ESTIMATED. THE INCLUSION OF SUCH ESTIMATES HEREIN SHOULD NOT BE REGARDEL AS AN 
INDICATION THAT PARENT, PURCHASER OR ANY OTHER PARTY CONSIUERS SUCH ESTIMATES AN 
ACCURATE PREDKrriON OF FUTURE EVENTS. 

The Merger Agreement provides that, following the consunmation of the 
Merger, Parent and the Conipany shall cause the co.porate headquarters of Parent 
to be located in Philadelphia, Pennsylvania. Ex'ept as noted in this Offer to 
Purchase, neither Parent nor Purchaser has any present plans or proF>osals that 
would result in an extraordinary corporate transaction, such as a 
reorganization, liquidation, relocation of operations, or sale or transfer of 
assets, involving the Company or any of i t s subsidiaries, or any mararial 
changes in the Company's corp^jrate structure, business or composition of i t s 
board of directors, management or personnel. 

13. MERGER AGREEMENT; OTHER AGREEMENTS. 

MERGER AGREEMENT 

THE FOLLOWING IS A SUMMARY OF CERTAIN PROVISIONS OF THE MERGER AGREEMENT. 
THE SUMMARY IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE MERGER AGREEMENT 
WHICH IS INCORPORATED HEREIN BY REFERENCE. TERMS NOT OTHERWISE DEFINED HEREIN OR 
IN THE FOLUJWING SlMifiRt SHALL HAVE THE MEANINGS SET FORTH IN THE MERGER 
AGREEMENT, 

The Otfer. The Merger Agreenent provides that Purchaser w i l l conmence tha 
Offer and that, on the terms and subject to the prior satisfaction or waiver of 
the conditions to the Offer, Purchaser w i l l purchase a l l Shares validly tendered 
pursuant to the Offer as soon as practicable after the later of the satisfaction 
of the 
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conditions of tht Offe.- ar>d the expiration of the Offer, except that Purchaser 
w i l l not purchase the Shares until after calculation of proration. The Merger 
Agraamant provides that, without the written consent of the Conipany, Purchaser 
w i l l not decrease the Offer Price, decrease the number of Shares sought in tha 
Offer, change the form of consideration to be paid pursuant to the Offer, inpose 
additional conditions to the Offer or amend any ofier term ot any condition of 
the Offer in any nanner adverse to the holders of Shares, except that i f on the 
i n i t i a l l y scheduled expiration date of the Offer (as i t may be extended in 
accordance with the terms cf the Merger Agreement), a l l conditions to thn Offer 
are not s a t i s f i e d or wa.'ved, the Offer may be extended from time to time without 
the consent of thv Conqr/any for a time reasonably expected to be necessary 'o 
sa t i s f y the unsatisfied conditions. The Conipany, Parent and Purchaser have 
agreed that no waiver by Purchaser of any of the conditions to the Offer w i l l be 
deemed adverse to the holders of Shares, except that Purchaser may not waive the 
Minimum Condition without the Company's consent. I f a l l conditions to the Offer 
are s a t i s f i e d as oi the Expiration Date except for the Minimum Condition, 
Purchaser w i l l extend the Offer from time to time until 180 days after tha data 
of the Merger Ajreement or, i f e a r l i e r , such time as the MinimutTi Condition i s 
s a t i s f i e d or va l i d l y waived under the Merger Agreement. In addition, the Merger 
Agreement provides that, without the Company's consent, the Offer Price may be 
increased and the Offer may be extended to the extent required by law in 
connection with the increase. 

The Merger Agreement provides that, at any time following Pennsylvania 
Shareholder Approval, i f Parent and i t s subsidiaries do no own at such tinw> 401 
of the Shares outstanding as of the date of the Merrjer Agreement (excluding 
Shares that would be outstanding upon exercise of the Conpany Stock Option). 
Parent may, and at the written request of the Company (which request may not Be 
made within the 10-day period before the then-scheduled Expiration Date) i s 
raguired to, commence the Second Offer to purchase up to that number of Shares 
which, when added to the aggregate number of Shares then loenef i c l a l l y owned by 
Parant (other than pursuant to the Company Option Agreement) equals 40% of such 
outstanding Shares, at a price not less than 592.50. The Second Offer, i f i t 
occurs, w i l l be on terms no less favorable to the shareholders of the Conpany 
than the Offer. 

The Merger. The Merger Agreement provides that, subject to tha terms and 
conditions thereof and In accordance with the Pennsylvania Law, at the Effective 
Time, tha Company w i l l be merged with and Into Purchaser, the separata corporate 
existence of the tympany w i l l cease, and Purchaser w i l l be the surviving 
corporation in the Merger and w i l l continue to be governed by tha laws of tha 
State of Pennsylvania. Pursuant to the Merger, the Articl e s of Incorporation of 
Purchaser w i l l be the A r t i c l e s of Incorporation of the Surviving Corporation 
until thereafter amended (except that the A r t i c l e s of Incorporation of the 
Surviving Corporation w i l l provide that the Surviving Corporation w i l l ba named 
Conrail In c . ) , and the By-laws of Purchaser w i l l be the By-laws of the Surviving 
CorToration until thereafter amended. The Merger w i l l have tha effects set forth 
in tha Pennsylvania Law. 

Conversion of Shares. The Merger Agreement provides that as of the 
Effective Time, each issued and outstanding Share (otiicr than Shares owned by 
the Conpany as treasury stocx artd Shares owned by Parent, the Company or any of 
their respective subsidiaries, which w i l l be cancelled and retired) w i l l be 
converted into the right to receive either ( i ) $92.50 (the "Per Share Cash 
Consideration") without interest, ( i l l shares of Parent Common Stock or ( i l l ) a 
combination of the foregoing. Pursuant to the Merger Agreement, each of the 
Issued and outstanding shares of common stock, par value SI.00 per share, of 
Purchaser w i l l be converted at the Effective Time into a fu l l y paid arxJ 
non-assessable share of coramon stock of the Surviving Corporation, 

Unless, prior to the Effective Time, at least 40% of the outstanding Shares 
have been purchased by Purchaser (other than upon • erclse of the Company Stock 
Option), in which case each Share w i l l be convertec Into 1.65619 shares of 
Parent Conmon Stock as provided in the second succeeding paragraph, each holder 
of Shares, as more f u l l y set forth In the Merger Agreement (other than holders 
of Shares to be cancelled) w i l l have the right to submit a request (an 
"Election") specifying the number of Shares that the holder desires to have 
converted into 1.85619 shares of Parent Common Stock per Share in the Merger (a 
"Stock Election") and the number of Shares that tha holder desires to have 
converted into the right to racaive the Per Share Cash Consideration in tha 
Merger (a "Caah f l e c t i o n " ) . 
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The aggregate nun4>er of Shares to be converted into Parent Conmon Stock 

w i l l be equal as nearly as practicable to 601 of a l l outstanding Shares; and the 
nun^r of Shares to be converted into the right to receive the Per Share Cash 
Consideration, together with the Shares acquired by Purchaser pursuant to the 
Offer or otherwise (other than upon exercise of the Company Stock Option) (the 
"Tendered Shares"), w i l l be equal as nearly as practicable to 40% of a l l 
outstanding Shares. 

I f Stock Elections are received for a nunJoer of Shares that is 60% or less 
of the outstanding Shares, »ach Share covered by a Stock Election w i l l be 
converted in the Merger into 1.85619 shares of Parent Conmon Stock (the 
"Conversion Ratio"). I f , between the date of the Merger Agreement and the 
Effective Time, the Issued and outstanding shares of Parent Coiniw>n Stock have 
been changed Into a different number of shares or a different class of shares 
due to a stock s p l i t , reverse stock split, stock dividend, spin-off, 
extraordinary dividend, recapitalization, reclassification or othar similar 
transaction with a record date wi*.hin such period, the Conversion Ratio w i l l be 
appropriately adjusted. 

I f Stock Elections are received for more than 60% of the outstanding 
Shares, each Share as to which an Election is not in effect (or deemed not to be 
in effect pursuant tc the Merger Agreement) on the last day on which an Election 
may be made under the Merger Agreement (other than Tendered Shares) (a "Non-
Electing Share"), and each Share for which a Cash Election has been receiver^, 
w i l l be converted Into the right to receive the Per Share Cash Consideration in 
the Merger, and Shares for which Stock Elections have been received w i i l be 
converted into Parent Common Stock and the right to receive the Per Share Cash 
Consideration in the following manner: 

,1) There w i l l be distributed with respect to such Shares a number of 
shares of Parent Coitmon Stock equal to the Conversion Ratio with respect to 
a fraction of such Shares, the numerator of which fraction w i l l be 60% of 
the number of outstanding Shaies and the denominator of whic.'i w i l l be the 
aggregate number of Shares covered by Stock Elections; and 

(2) Such Shares not ful l y converted into the right to receive Parent 
Comnon Stock as set forth In clause (1) above w i l l be converted in the 
Merger into the right to receive the Per Share Cash Consideration for each 
3li^re so converted. 

If the number of Tendered Shares and Shares for which Cash Elections are 
received in the aggregate is 40% or less of the outstanding Shares, each Share 
covered by a Cash Ele::tion w i l l be converted In the Merger into the right to 
receive the Per Share Cash Consideration. 

I f the nuaibcr of Tendered Shares and Shares for which Cash Elections are 
received in the aggregate is more than 40% of the outstanding Shares, each 
Non-Electing Share and each Share for which a Stock Election has been received 
w i l l be converted in the Merger into a number of shares of Parent Conmon Stock 
equal to the Conversion Ratio, and the Shares for wfilch Cash Elections have 'leen 
received w i l l be converted into the right to receive the Per Shara Cash 
Consideration and Parent Conmon Stock In the following mannaci 

(1) There w i l l be distributed with respect to such Shares the Per 
Share Cash Consideration with respect to a fraction of such Shares, the 
numerator of which fraction w i l l be 40% of the number of outstanding Shares 
minus the number of Tendered Shares and the denominator of which w i l l be 
the aggregate number of Shares covered by Cash Elections; and 

(2) Such Shares not fully converted into the right to receive tha Cash 
Consideration as set forth In clause (1) above w i l l be converted in the 
Merger into the right to receive a number of shares of Parent Coamon Stock 
equal to the Conversion Ratio for each Share so converted. 

The Merger Agreement provides that i f Stock Elections are not received for 
•ore than 60% of the outstanding Shares, or i f the number of Tendered Shares and 
Shares for which C:a8h Elections are received together is not more than 40% of 
the outstanding Shares, there w i l l be distrlbJted with respect to each Non-
Electing Share the Per Share Cash Consideration with respect to a fraction of 
such Non-Electing Share, where such fraction is calculated in a manner that w i l l 
result in the sum of (i) the number of Shares, converted Into cash pursuant to 
this paragraph, ( i i ) the number of Shares for which Cash Elections have been 
received 
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and ( i l l ) the nunber of Sharas purchased (>>.ir«uant to tha Offer being as close as 
practicable to 40% of the outstanding Shares. Each Non-Electing Share not 
converted into the right to receive the Per Share Cash Consicaratlon as sat 
forth In the preceding sentence w i l l be converted In the Merger into the right 
to receive a nun^r of Shares of Parent Conmon Stock equal to the Conversion 
Ratio for each Non-Electing Share so converted. 

In l i e u of any fractional share of Parent Conmon "Jtock, Parent w i l l pay to 
each former shareholder of the Conpany who otherwise would be entitled to 
receive such a fractional share an amount In cash equal to (i) the average 
closi. - sales price of a share of Parent Common Stock as reported on the NYSE 
Conposite Tape, calculated in the manner set forth in the Merger Agraamant, on 
the date on which the Effective Time occurs tines ( i i ) the fractional interest 
in a share of Parent Conmon Stock to which such holder would otherwise be 
entitled. 

For purposes ot this section, "outstanding" shares means a l l Conmon Shares 
outstanding immediately prior to the Effective Time on a fully diluted basis 
(including Conaton Shares issuable upon conversion of ESOP Preferred Shares), 
except for Coamon Sharas outstanding or issuable upon exercise of the Conpany 
Stock Option, 

Board of Directors; Officers. The Merger Agraeme.it provides that, untix 
thair respective resignation or removal or until their r-aspect! ve successors a.'a 
duly elected and qualified arxl subject to the terms of the Merger Agreement, 
from and after the Effective Time the current Chairmen of the Boards of the 
Conpany and Parent w i l l serve as members of the Board of Directors of Parent. 
Tha Board of Directors of Parent w i l l additionally consist of an even number of 
outside directors to be agreed upon. Each of the Company and Parent are 
permitted uridcr the Merger Agreement to designate half of such outside 
directors. Pi<rsuant to the Merger Agreement, the Company and Pare.it have also 
agreed to establish certain committees of the Board of Directors of Parent from 
and after the Effective Time, and each of the Company and Parent shall have the 
right to appoint 50% of each conmlttea. 

The Merger Agreement provides that, unless altered by a vote of 75% of the 
directors of Parent after the Effective Time, during the two-year period after 
the Effective Time the currant Chairman ar i Chief Executive Officer of Parent 
w i l l be Chairman and Chief Executive Offl' er of Parant and the current Chairman 
artd Chief Executive Officer of tha Conpany w i l l be President and Chief Operating 
Officer of Parent and President artd Chief Executive Officer of each of Parent's 
railroad subsidiaries. Following the two-year period, the current Chairman and 
Chief Executive Officer of Parent w i l l continus as Chairman of Parent for an 
additional two-year period artd Chairman Emeritus for a one-year period 
thereafter and the current Chairman and Chief Executive Officer of the Company 
w i l l be elected to the additional office of Chief Executive Officer of Parent on 
the second anniversary of the Effective Time, and w i l l succeed as Chairman of 
Parent at the end of such additional two-year period. 

Shareholders' Meetings. Pursuant to tne Merger Agreement, the Conpany and 
Parent w i l l prepare and f i l e with the SEC a registration statement on Form S-4 
relating to the shares of Parent Common Stock to be issued in the Merger In 
which the joint proxy statement/prospectus ithe "Proxy Statement") w i l l be 
included as a prospectus, and w i l l use a l l reasonable efforts to have such 
registration statement declared effective under the Securities Act as pronptly 
as possible and to have the Proxy Statement aailad as promptly as possible to 
their respective shareholders. Further, the Conpany has fi l e d with the SEC 
preliminary proxy materials and has agreed tn use rea-sonable efforts to clear 
such materials and thereafter c a l l and hold the Pennsylvania Special Meeting for 
the purpose of obtaining the Pennsylvania Shareholder Approval to amend the 
Conpany A r t i c l e s to make inapplicable Subchapter E (Control Transactions) of 
Chapter 25 of the Pennsylvania Law to tha Conpany, and after any such approval 
w i l l take a l l necessary or advisable action to causa such amendment to bacooM 
effective (but not until lnmediately prior to a transaction that would cauaa 
Parant to own 20% or more of the outstanding voting power of the Conpany). As 
soon as practicable following the date of the Merger Agreement, tha Conpany w i l l 
c a l l artd hold a meeting of I t s shareholders (the "Conpany Merger Meeting" and, 
together with the Pennsylvania Special Meeting, the "Company Shareholders 
Meetings") for the purpose of obtaining the approval of the shareholders of the 
Conpany (the "Conpany Merger Approval") with reipect to the Merger. Subjact to 
the tama of tha Merger Agraement described undac "-- No 
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S o l i c i t a t i o n , " the Merger Agreement provides that the Company's obligations 
pursuant to the foregoing sentence are not affected by the commencement, public 
proposal, public disclos"re or communication to the Company of any Takeover 
Proposal (as defined) in respect of. the Company. The Company has agreed, through 
i t s Board of Directors, to recommend to i t s shareholders the approval and 
adoption of the Offer ai,d the matters to be considered at the Company 
Shareholders Meetings, except to the extent that the Board of Directors of the 
Company sh a l l have withdrawn or modified i t s approval or recommendation of the 
Offer or such matters and terjiinated the Merger Agreement i n accordance with the 
provisions of the Merger Agreement described under "— No S o l i c i t a t i o n . " 
Pursuant to the Merger Agreement and subject to the Voting Trust Agreement, 
Parent w i l l cause a l l Shares acquired by i t or i t s wholly owned subsidiaries 
pursuant to the Offer or otherwise to be voted i n favor of the matters to be 
considered at the Company Merger Meeting. 

The Merger Agreement requires Parent, as soon as practicable following the 
date of the Merger Agreement, to duly c a l l and hold a meeting of i t s 
shareholders (the "Parent Shareholders Meeting") to obtain the approval of the 
shareholders of Parent (the "Parent Shareholder Approval") with respect to an 
amendment of the Ar t i c l e s of Incorporation of Parent as described in the Merger 
Agreement (and a f t e r any such approval to take a l l necessary c- ;<J''isable action 
to cause the amendment to become affective) and with respect to the issuance of 
Parent Common Stock i n the merger for purposes of the rules of the NYSE. As more 
f u l l y described i n the Merger Agreement, the amendment to tha Parent A r t i c l e s of 
Incorporation to be voted upon at the Parent Shareholders Meeting is intended to 
increase the number r i shares of Purchaser Common Stock authorized under thu 
Parent A r t i c l e s of Incorporation and to authorize the issuance of Parent Common 
Stock i n the Merger, to change the name of Parent to a new, neutral name and to 
effect c e r t a i n other changes. Subject to the provisions of the Merger Agreement 
descrih >d under "— No S o l i c i t a t i o n , " Parent has agreed that i t s obligatiriTr^ 
pursuant to the foregoing sentence are jot affected by the commencement, f l i e 
profxjsal, y«>blic disclosure or communication to Parent of any Takeover Proposal 
in respect of Parent. Parent has agreed, through i t s Board of Directors, to 
recommend t o i t s shareholders the approval and adoption of the matters to be 
considered at the Parent Shareholders Meeting, except to the extent that the 
Board of Directors of Parent shall have withdra',m or modified i t s recommendation 
of such matters and terminated t h i s Agrefement i n accordance with the provisions 
of the Merger Agreement described under "— No S o l i c i t a t i o n . " 

Parent and the Company have agreed to use reasonable e f f o r t s to hold the 
Company Merger Meeting and the Parent Shareholders Meeting on the same date as 
soon as practicable after the date of the Merger Agreement. 

Voting Trust. The parties to the Merger Agreement have agreed that 
simultaneously with the purchase of Shares pursaant to the Offer, the Company 
Stock Option Agreement or otherwise, such Shares w i l l loe deposited in the Voting 
Trust. The Voting Trust may not be modified or tmended without the prior w r i t t e n 
approval of the Company as to voting rights with respect to, or transfer 
r e s t r i c t i o n s on, such Shares, or otherwise unle:3S such modification or amendment 
is not inconsistent with the Merger Agreement and i s not adverse to the Company 
or i t s shareholders. See "— Voting Trust Agreenent* and Section 16. 

Interim Operations of the Company and Parent. Except as otherwise set 
forth i n the Merger Agreement, Parent and ti,e Company have agreed that, from the 
date of the Merger Agreement to the Effective Time, each of them w i l l , and w i l l 
cause t h e i r respective subsidiaries to, carry on t h e i r respective businesses i n 
the ordinary course consistent with past practice and i n compliance i n a l l 
material respects with a l l applicable laws and regulations and, to the extent 
consistent therewith, w i l l use a l l reasonable e f f o r t s to preserve intact t h e i r 
current business organizations, use reasonable e f f o r t s to keep available the 
services of t h e i r current o f f i c e r s and other Key employees as a group and 
preserve t h e i r relationships with those jiersons having business dealings with 
them to the end that the i r goodwill and ongoing businesses w i l l be unimpaired at 
the E f f e c t i v e Time. Except as contemplated by or as otherwise set forth i n the 
Merger Agreement, without l i m i t i n g the generality of the foregoing, from the 
date of the Merger Agreement to the Effective Time, and 
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without the consent of the other except In certain clrcuastances specified 
therein, neither the Company nor Partnt w i l l , or permit any of i t s respecriva 
SUDSidlaries to: 

(a) other than dividends and distributions (including liquidating 
distributions) l9y a direct or indirect kiholly owned subsidiary of tha 
Coapany or Parent, as applicable, ".o i t s parent, or by a subsidiary 
that i s partially c*med by the Conrany or Parent, as applicable, or 
any of their respective subsidiaries, provided tnat the Company or 
Parent, as applicable, or any such subsidiary receives or i s to 
receive i t s proportionate share thereof, and other than the regui»r 
quarterly dividends of $. 475 per share with respect to Coemon Shares, 
regular quarterly dividends of $.51125 per share with respect to ESOP 
Preferred Shares in accordance with their terms and regular quarterly 
dividends of $.26 per share with respect to Parant Coamon Stock (plus 
increases of no more than 20% per year), (x) declare, set aside or pay 
any dividends on, or nake any other distributions in respect of, any 
of i t s capital sioc):, (y) s p i l t , combine or reclassify any of i t s 
capital stoclc or issue or authorize the issuance of any other 
securities in respect of, in lieu of or in substitution for shares of 
i t s capital stock, or (z) except in connection with the funding of 
aaployee benefit plans, purchase, redeem, retire or otherwise acguire 
any shares of i t s capital stock or of any of i t s subsidiaries that 
would constitute a "significant subsidiary" within th meaning of Rule 
1-02 of Regulation S-X of the SEC or any othar securi .ies thereof or 
any rights, warrants or options to acquire any such shares O.T other 
securities; 

(b) issue, deliver, -l e l l , pledge or otherwise encumber any shares of i t s 
capital stock, any other voting securities or 'ny securities 
convertible into, or any rights, warrants or opt'ons to acquire, any 
such sharea, voting securities or convertible securities (other than 
(V) in accordance with the Rights Agreeewnt, or tho Rights AgreeaaB'., 
dated as of June e, 1988, as amended (the "Parent Rights Agreement'), 
relating to rights ("Parent Rights") to purchase shares of Junior 
Participating Preferred Stock Series B, without par value, of Parent, 
(w) the issuance of Shares or Parent Coamon Stoclc upon (1) the 
exercise of the Cae«>any Enployee Stoclc Options or Parent Caployaa 
Stock Options, respectively, l i s t e d In the disclosure schedules to tha 
Merger Agreement and outstanding on the date of the Merger Agraamant. 
in accordance with their present terms or (2) pursuant to a grant 
existing as of the date of the Merger Agreement or otherwise permitted 
by the provisions of the Merger Agreement described in t h i s section 
under any Employee Benefit Plan (x) the giant or award of Company 
Employee Stock Options or Parent Employee Stock Options (or the 
issuance of Shaics or Parent Coamon stock upon exercise thereof) 
consistent with past practice In aaounts not to exceed, in any 
12-moKth period, 110% of the amount issued in the prior 12-month 
period, and, In the case of Parent, target bonus awards under Parent's 
long-term incentive plans consistent with past practice in asnunts not 
to exceed, in any 12-month period, 110% of the amounts of the 
aggregate target bonus awards issued in the prior l i aonth period, (y) 
the issuance of Sharas upon conversion of ESOP Preferred Shares In 
accordance with their terms and (z) the issuance of Shares or Parent 
Common Stock pursuant to the Option Agreements); 

(e) in the case of the Company or Parent, adopt, proocse oi agree to any 
amendment to i t s art i c l e s of incorporation, .,-laws or othar 
comparable organizational documents, except tot such aawnctaents as ara 
contemplated hereby, and, in tl- - case of any subsidiary, adopt, 
propose or agree to any ameoctaeat to i t s cer t i f i c a t e of incorporation, 
by-laws or other comparable organizational documents other thai, in the 
ordinary course in a manner v4ilch does not have a material adverse 
•ffect; 

(d) s e l l , lease, license, mortgage oi otherw;.8e encumber or subject to any 
lien or otherwise dispose of ii-.. of i t s properties or assets, othar 
than (X) transactions in the ordinary' course of business consistent 
with past practice and (y) transactions Involving assets which do not 
individually or in the aggregate exceed $50,000,000 in any 12-aonth 
period! 

(a) make or agrwe to make any acquiaition (other than of Inventory) or 
capital expenditure; 

It) except in the ordinary course consistent krith past practice, make any 
tax election that could reasonably be expected to have a material 
adverse effect on tha Campaay or Parent, as applicable or settle or 
coapromise any material income tax l i a b i l i t y ; 
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(9) pay, discharge, settle or satisfy any material claims, liabilities or 
obligations (whether absolute, accrued, asserted or unasserted, 
contingent or otherwise), other than the payment, discharge, 
settlement or satisfaction. In the ordinary course of business 
consistent with past practice or in accordance with their terms, of 
liabilities (X) reflected or reserved against in, or contemplated by, 
the most recent consolidated financial statements (or the notes 
thereto) of the Company or of Parent included in any report, schedule, 
form, statement or other document (Including any exhibits, schedules 
and documents Incorporated by reference) required to be filed with tha 
SEC since January 1, 1995 by the Company or Purchaser, as applicable, 
(y) Incurred since the date of such financial statements in the 
ordinary course of business consistent with past practice or (z) which 
do not in the aggregate have a material adverse effect on the Company 
or Parent, as applicable; 

(h) except in the ordinary course of business or except as would not 
reasonably be expected to have a material adverse effect on the 
Company or Parent, as appllcablr, modify, amend or terminate any 
material contract or a^reeoient to which the Company or Parent, as 
applicable, or any of their respective subsidia.'ies, is a party or 
waive, release or assign any material rights or claims thereunder; 

(i) make any material change to its accounting methods, principles or 
practices, except as may be required by generally accepted accounting 
principles; 

(j) except as required by law or contemplated hereby, (and except for rail 
labor agreements negotiated in the ordinary course) enter Into, adopt 
or amend in any material respect or terminate any collective 
bargaining agreement or any bonus, pension, profit sharing, deferred 
compensation, incentive compensation, stock ownership, stock purchase, 
stock option, phantcxi stcxric, retlrenwnt, vacation, severance, 
dlsabl<<.ty, death benefit, hospitalization, medical or other plan, 
arrangement or understanding providing benefits to any current or 
former employee, officer or director of the Coeipany or Purchaser, as 
the case may be, or of any of their respective wholly CTwned 
subsidiaries ("Employee Benefit Plans"), or any other agreement, plan 
or policy involving the Company or Parent, as applicable, or any of 
thair rear active subsidiaries, ..nd one or more of their directors, 
officers jc employees, or materially change any actuarial or othar 
assumpt ..̂n used to calculate funding obligations with respect to any 
pansior plans, or change the manner in which contributions to any 
pension plan are made or the basis on which such contributions ara 
datermlnod; 

(k) except for normal Increases In the ordinary course of business 
consistent with past practice that, in the aggregate, do not 
materially increase benefits or compensation expenses of the Company 
or Parent, as applicable, or their respective subsidiaries, or as 
contemplated hereby or by the terms of any contract the existence of 
tihich does not constitute » violation of the Merger Agreement, 
increase the compensation of any director, executive offirer or othar 
key employee or pay any benefit or amount not required by a plan cr 
arrangement as in effect on the date of this Agreenent to any such 
parson; 

(1) enter into any agreement containing any provision or covenant (x) 
limiting in any mate lal respect its ability to compete with any 
person which %<ould bint: the other party to the Merger Agreement or its 
operations after the Effective Time or (y) granting concessions to any 
railroad (v4>ethar through divestiture of lines or the grant of 
trackage rights) othar than In tha ordinary course of business; or 

(m) authorize, or comit or agree to take, any of the foregoli?g actions. 

The Merger Agreement provides that Parent and the Company will coordinate 
with one another regarding the declaration and payment of dividends in respect 
of Parent Coamon Stoclc and Shares and the record dates and payment dates 
relating thereto such that any holder of Shares will not receive two dividends, 
or fail to receive one dividend, for any single calendar quarter with respect to 
its Shares and/or any sharas of Parent Common stock any such polder receives ID 
exchange therefor pursuant to the Merger. 

Pursuant to the Merger Agreement, except as required by law, tne Company 
and Parent have agreed that they will not, and will not permit any of their 
respective subsidiaries to, voluntarily take any action that would, or that 
could reasonably be expected to, result in (1) any of the representations and 
warranties of such party 
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sat f o r t h i n the Mergor Agreement or the Option Agreements that are q u a l i f i e d as 
to m a t e r i a l i t y becoming untrue, (2) any of such representations and warranties 
that e not so qu a l i f i e d becoming untrue i n any material respect, (3) an^' of 
tha u^Jnditions to the consummation of the transactions contemplated hereby not 
being s a t i s f i e d or (4; any material impairment or delay of STB approval. 

No S o l i c i t a t i o n . Unciar the terms of the Merger Agreement, neither tha 
Company nor Parant may, nor niay I t permit any of I t s subsidiaries, o f f i c e r s , 
directors, employees or representatives to, d i r e c t j y or I n d i r e c t l y through 
another person, ( i ) s o l i c i t . I n i t i a t e or encourage (including by way of 
furnishing information), or take any other action designed to f a c i l i t a t e , 
d i r e c t l y or i n d i r e c t l y , any inq u i r i e s or the making of any proposal which 
con.'^titutes any Takeover Proposal or ( i l ) p a r t i c i p a t e i n any discussions or 
negotiations regarding any Takeover Proposal; provided, however, that i f , at any 
time p r i o r to the e a r l i e r of (x) the consunmation of the Offer and (y) tha 
obtaining of the Conipany Merger Approval, In the case of the Company, or tha 
Parent Shareholder Approval, In the case of Parent, or aft e r 180 days from tha 
date of the .'ferger Agreement and pri o r to the Approval Oate (as defined i n the 
next paraa,-aph), the Board of Directors of the Company or Parent, as applicable, 
determines i n good f a i t h , based on the advice of outside counsel, that I t i s 
necessary to do so to avoid a breach of i t s fiduciary duties to the Company 
under applicable law, tha Company or Parent, as applicable, may, i n response t o 
a Takeover Proposal which was not s o l i c i t e d by I t or which did not otherwise 
result from a breach of the term.'' of the Merger Agreement described In t h i s 
paragraph, and subjact to compliance with certain notice provisions of the 
Merger Agreement, (x) furnish information with respect to I t and I t s 
subsldlarle ' t-^ any person pursuant to a customary c o n f i d e n t i a l i t y agreement (as 
determined by rhe party receiving such Takeover Proposal af t e r consultation with 
I t s outside counsel) the benefits of the terms of which, i . ' more favorable to 
tha othar party to such confldanti . l i t y agreement than thos-* i n place with tha 
othar party to the Merger Agraamant, shall ba extandad to the othar party to tha 
Merger Agreement, and (y< pa r t i c i p a t e i n negotiaclons regarding such Takeover 
Proposal. For purposes of tha Merger Agreement, "Takeover Proposal" i n respect 
of tha Company or Parant, as applicable, means any proposal or o f f a r from any 
parson for the acquisition or purchase of more than 50% of the assets of duch 
party and I t s subsidiaries or more th<n 50% of the equity securities cf such 
party e n t i t l e d to vote generally In the election of directors, any tar.dar o f f a r 
or exchange offer thnt I f consunmatad would result i n any parson b e n e f i c i a l l y 
otnting more than 50% of tha equity securities of such party e n t i t l e d t o vote 
generally In the election of direct o r s , or any merger, consolidation, business 
combination, r e c a p i t a l i z a t i o n , l i q u i d a t i o n , dissolution or similar t r m s a c t i o n 
Involving such party, other than the transactions contemplated by the Merger 
Agraamant or tha Option Agraamants. 

Except as permitto-i by tha Merger Agreement, the Company and Parant hava 
agreed that neither the t^iard of Directors of the Company or Parant, as 
applicable, nor any coRmit^ae thereof w i l l ( I ) withdraw or modify (or propose 
pu b l i c l y to do so), i n a manner adverse to the othar party, i t s approval or 
raconmandation of the Offer or I t s adoption and approval of tha matters to ba 
considered at the respective sharaholdars meetings of the Company or Parant, 
( i i ) approve or raconmand (or propose pu b l i c l y to do so), any Takeover Proposal, 
ot ( l i i ) cause the Company or Parant, as applicable, to enter i n t o any agreement 
(an "Acquisition Agreement") related to a Takeover Proposal. Ho%<ever, tha Merger 
Agraamant provicies that i f at any time following 180 days a f t e r the data of the 
Merger Agreement and pri o r to tha e a r l i e r of (a) the ̂ ime that at least 40% of 
the outstanding Shares on a f u l l y d i l u t e d basis hav, been deposited i n the 
Voting Trust and (b) the obtaining of Company Marge.- Approval ( i n the case of 
the Company) or Parant Shareholder Approval (In the case of Parant) (such 
e a r l i e r date referred to i n clause (x) or (y) being the "Approval Date") there 
exists a Superior Proposal, and such Board of Directors determines that (x) i n 
tha case of the Board of Directors of the Company, there I s no substantial 
p r o b a b i l i t y that Parant w i l l succeed In acquiring 40% of the Sharas i n tha Offar 
and/or th-' Second Offer or otherwise (or i f the Pennsylvania Shareholder 
Approval I. >s not been obtained, there i s no substantial p r o b a b i l i t y that tha 
Company Ma. ger Approval w i l l be obtained), i n either case due to tha existence 
of such Sup i r i o r Proposal with respect to tha Conipany or (y) i n the case of the 
Board of Di ectors of Parant, there i s no substantial p r o b a b i l i t y that tha 
Parant Shan loldar Approval w i l l be obtained due to tha existence of such 
Superior Pro osal with respect to Parant, the Board of Directors of tha Company 
or Parant, a. applicable, may (subjact to t h i s and tha following sentences) 
withdraw or odify I t s approval or raconmendatlon of the Offer, tha Merger or 
tne aciv and approval of the matters to be consi iered at t h e i r respective 
shareholder meetings and approve or recommend such ~.iparlor Proposal or 
terminate the Merger Agreenent (and concurrently, i f I t so choosas, causa the 
Company or Parent, as 
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applicable, t o enter i n t o an A c q u i s i t i o n Agreement w i t h respect t o auch Superior 
Proposal), but only a f t e r g i v i n g the notice required by the Merger Agreement. As 
used i n the Merger Agreement, a "Superior Proposal" means any proposal made by a 
thlAd party t o acquire, d i r e c t l y or I n d i r e c t l y , for consideration consisting of 
Cash and/or s e c u r i t i e s , more than 50% of the voting e q u i t y s e c u r i t i e s of the 
Company or Parent, as the case may be, or a l l or s u b s t a n t i a l l y a l l the assets of 
the Company or Parent, as the case may be, and otherwise on terms which the 
Board of Directors of such party determines i n i t s good f a i t h judgment (x) 
(based on the w r i t t e n opinion of a n a t i o n a l l y recognized f i n a n c i a l advisor) t o 
be more favorable from a f i n a n c i a l point of view t o i t s shareholders than the 
Transactions and for which any required financing I s then committed and (y) t o 
be more favorable t o such p a r t y than the Transactions a f t e r taking i n t o account 
a l l constituencies ( i n c l u d i n g shareholders) and pert i n e n t factors permitted 
under the Pennsylvania Law or applicable V i r g i n i a law. 

In a d d i t i o n t o the o b l i g a t i o n s of the p a r t i e s set f o r t h i n the two 
immediately preceding paragraphs, the Merger Agreement provides that any party 
that has received a Takeover Proposal must immediately advise the other o r a l l y 
and i n w r i t i n g of any request for information or of any Takeover Proposal, the 
material terms and conditions of such request or Takeover Proposal and the 
i d a i i t i t y of the person making auch request or Takeover Proposal. Any party t h a t 
has received a Takeover Proposal i s required to :ceep the other reasonably 
informed of the status and d e t a i l s (including amendments or proposed amendments) 
of any such request or Takeover Proposal. 

The Merger Agreement provides that nothing contained In the provisions 
described I n t h i s subsection p r o h i b i t s Parent or the Company from taking and 
di s c l o s i n g t o I t s shareholders a p o s i t i o n conten-if,lated by Rule 14e-2(a) 
promulgated under the Exchange Act or from making any disclosure t o i t s 
shareholders i f , i n the good f a i t h judgment of I t s Board of Directors, based on 
the advice of outside ccunsel, f a i l u r e so to disclose wou'd r e s u l t I n a 
v i o l a t i o n of applicable low; however, neither Parent nor tne Company nor t h e i r 
respective Board of Directors nor any conmittee thereof may, except as permitted 
by the provisions of the Merger Agreement described i n the second preceding 
paragraph, withdraw or modify, or propose p u b l i c l y t o withdraw or modify, i t s 
p o s i t i o n w i t h respect t o the Offer or matters t o be considered at the 
Conpany Shareholders Meetings or the Parent Shareholders Meeting, as applicable, 
or approve or ireccnmend, or propose p u b l i c l y t o approve or recommend, a Takeover 
Proposa1. 

Reasonable E f f o r t s ; Regulatory Approval. Each o f the p a r t i e s t o the Merger 
Agreenent has agreed t o use a l l reasonable e f i o r t s t o take, or cause t o be 
t i k e r i , a l l actions, and to do, or cause to bt* done, and to assist and cooperate 
w i t h the other p a r t i e s i n doing, a l l things necessary, proper or advlsaole t o 
consummate and make e l f e c t l v e . I n the most ex-^edltlous manner prac t i c a b l e , the 
Merger and the other cransactions contemplated by the Merger Agreement and the 
Option Agreements, Inclu d i n g ( i ) the o b t i l n l n g of a l l necessary actions or 
nonactions, waivers, consents and approvals from t h i r d p a r t i e s and Governmental 
E n t i t i e s (as defined i n the Merger Agreement) and the making of a l l necessary 
r e g i s t r a t i o n s and f i l i n g s and the taking of a l l reasonable steps as may be 
necessary t o obtain an approval or waiver from, or t o avoid an action or 
proceeding by, any Governmental E n t i t y , (11) the defending of any lawsuits or 
any other l e g a l proceedlnvs challenging the Merger Agreement or the Option 
Agreements or the consummation of the transactions contemplated thereby, and 
( l i i ) the execution and d e l i v e r y of any additional instruments necessary t o 
cor^ummate the transactions contemplated by, and to f u l l y carry out the purposes 
c f , the Merger Agreement and the Option Agreements. 

Pursuant t o the Merger Agreement, each of the p a r t i e s w i l l make and cause 
i t s respective sub s i d i a r i e s t o make a l l necessary f i l i n g s , as soon as 
p r a c t i c a b l e , i n c l u d i n g those required with the STB and applicable t r a n s p o r t a t i o n 
regulations and laws i n order to f a c i l i t a t e prompt consunmation of the Offer, 
the Merger and the transvCtlons contemplated by the Merger Agreement and by the 
Option Agreements; w i l l use reasonable e f f o r t s t o provide such Information and 
conmunications t o Governmental E n t i t i e s as may be reasonably reguested; and w i l l 
provide t o the other p a r t y copies of a l l applications made pursuant t o the 
foregoing, subject t o the terms set f o r t h i n the Merger Agreement. 

The Conpany and Parent have agreed, and each has agreed t o cause each o f 
i t s s u b s i d i a r i e s , to take a l l such actions as are necessary t o (1) cooperate 
w i t h one another t o prepare and pres'.nt to the STB as socn as 
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practicable a l l filings and other presentations In connection with saeki.ng any 
STB approval, axanption or othar authorization necessary to consunmate tha 
transactions contemplated by the Merger Agreement and the Option Agreements, 
( l i ) prosecute such filings and other presentations with dillganca, ( i l l ) 
diligently oppose any objections to, appeals from or petitions to reconsider or 
reopen any such STB approval by persons not party to tha Merger Agraamant, and 
(Iv) take a l l such further action as reasonably may ba necessary to obtain a 
final order or orders of the STB approving such transactions consistent with tha 
Merger Agreenent and the Option Agreements. 

Anti-Takeover Laws. The .Merger Agreenmnt provides that the Company and 
Parant w i l l take a l l action necessary to ensure that no state anti-takeover 
statute or similar statute or regulation Is or becomes operative with respe<^t to 
tha Offai.', the Merger, the Merger A'jreament, the Option Agraamants or any of the 
otha..' transactions contemplated by tha Merger Agreement or the Option 
Agraamk̂ -̂>ts, and i f any state anti-takeover statute or similar statute or 
regulati^.-^ becomes so operative, take a l l action necessary to ensure that tha 
Offar, tha Merger and the other transactions contemplated by the Merger 
Agraamant and the Option Agreements may be consunmated as promptly as 
practicable. 

Directors' and Officers' Insurance and Indemnification. Under tha Merger 
Agraanant, Parant has agreed that a l l rights to indamnificatlon and exculpation 
fron l i a b i l i t l a s for acts or omissions occurring at or prior to tha Effective 
Time existing as of tha data of the Merger Agreement in favor of tha current or 
former directors or officers of the Company and i t s subsidiaries, the existence 
of which does not constitute a breach of the Merger Agreement, will be assumed 
by tha Surviving Corporation in the Merger as of the Effective Time and will 
survive tha Merger and continue in full force and effect In accordance with 
thair terms. Tha Merger Agreement also providas that, from and after tha 
Effective Time, directors and officers of the Company who become directors or 
officers of Parant w i l l ba entitled to tha same Indemnity rights and protections 
as ara afforded to othar directors and officers of Parent. 

Pursuant to the Merger Agreement, in the event that Parant or any of i t s 
successors or assigns consolidates with or merges Into any other person and i s 
not tha continuing or surviving corporation or entity of such consolidation or 
merger or transfers or conveys a l l or substantially a l l of i t s properties and 
assats to any parson, then proper provision will be made so that che successors 
and assigns of Parant assume the oblic::tion.i under the Merger Agraamant 
dasrrlbad in this section. 

The Company and Parent have agreed that, for three years after tha 
Effective Time, Parent i s to provide, i f available on conraerciall> reasonable 
terms, officers' and directors' l i a b i l i t y insurance in respect of acts or 
oodssions occurring prior to tha C.'fective Time, including the transactions 
contemplated by the Merger Agreemeiit, covering each parson covered by the 
Company's officers' and directors' l i a b i l i t y insurance policy as of the date of 
tha Merger Agraamant, or who becomes so covarac before tha Effective Time, on 
terms with respect to coverage and amount no less favorable than those of such 
policy in effect on the date of the Merger Agreement, provided that in 
satisfying the foregoing obligation Parent I s not required to pay premiums In 
excess of 150% of the amount par annum the Company paid in I t s last full f i s c a l 
yaar ending prior to the date of the Merger Agreement, and provided further that 
Parant I s navarthalass obligated to provicie such coverage aa stay ba obtained for 
such amount. 

Compensation and Benefits; Stock Options. Tha Merger Agraamant providas 
that, followitig the Effective Time, Parent w i l l cause th« Surviving Corporation 
to honor a l l obligations under employment agraamants, acnployaa benefit plans, 
programs, policies and arrangements of the Company or Parent the existence of 
which does not constitute a violation of the Merger Agreement in accordance with 
tha terms thereof, and Parent will provide employees of tha Conpany with 
benefits no lass favorable In the aggragatr than those provided to similarly 
situated Parant amployaas. For two years after the Effective Time, Parant or tha 
Surviving Corporation w i l l provide severance and termination benefits to a l l 
non-union amployaes of tha Company ̂ n̂d Parant terminated as a result of or in 
connection t^th tha Merger, which benefits shall be determined consistent with 
industry standards and taking into account those baneflts provided in recant 
similar transactions In tha industry. 

Tha Merger Agreement also provides that, as soon as practicable following 
tha data of such Agraamant, the Board of Directors of the Company (or, i f 
appropriate, any a^ninistaring corrmictaa) w i l l take such action 
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as may be required t o (a) adjust the terms of a l l outstanding employee stock 
options or other r i g h t s ("Company Employee Stock Options") t o purchase or 
receive f.hares granted under the Company employee stock plans set f o r t h i n the 
disclosure schedules to the Merger Agreement (the "Company Stock Plans"), 
whether vested or unvested, as necessary t o provide t h a t , at the E f f e c t i v e Time, 
each Conpany Employee Stock Option outstanding Immediately p r i o r t o such time 
w i l l be deemed to co n s t i t u t e an option to acquire, on the same terms and 
conditions as were applicable under the Company Employee Stock Option, the same 
nundoer of shares of Parent Common Stock as the holder of the Company Enployee 
Stock Option would have been e n t i t l e d to receive pursuant t o the Merc;er had that 
holder exercised the Company Employee Stock Cptlon In f u l l immediately p r i o r t o 
the E f f e c t i v e Time, at a price per share of Parent Common Stock equal t o (A) the 
aggregate exercise p r i c e for the Shares otherwise purchasable pursuant t o the 
Conpany Employee Stock Option divided by (B) the aggregate number of shares of 
Parent Common Stock deemed purchasable pursuant t o the Company Employee Stock 
Option (each, as so adjusted, an "Adjusted Option"); except t h a t i n the case of 
any q u a l i f i e d stock option (as defined In the Merger Agreement), the option 
p r i c e , the number of shares purchasable pursuant to such option and the terms 
and conditions of exercise of such option w i l l be determined I n order t o comply 
wi t h Section 424 of the Code; and (b) make such other changes t o the Company 
Stock Plans as the Company and Parent may agree are appropriate t o give e f f e c t 
to the Merger. 

Pursuant t o the Merger Agreement, Parent w i l l d e l i v e r t o the holders of 
Conpany Enployee Stock Options as soon as practicable a f t e r the E f f e c t i v e Time 
appropriate notices s e t t i n g f o r t h the holders' r i g h t s under the respective 
Conpany Stock Plans and the agreements evidencing the grants of the Company 
Enployee Stock Options. The notices w i l l also s t a t e that the Company Enployee 
Stock Options and agreements w i l l be assumed by Parent and w i l l continue I n 
e f f e c t on the same terms and conditions (subject to the adjustments described i n 
the Immediately preceding paragraph). Parent w i l l comply w i t h the terms of the 
Conpany Stock Plans and ensure, to the extent required by, and subject t o the 
provisions of, such Company Stock Plans, that the Company Employee Stock Options 
which q u a l i f i e d as q u a l i f i e d stock options p r i o r t o the E f f e c t i v e Time continue 
to q u a l i f y as q u a l i f i e d stock options a f t e ^ the E f f e c t i v e Time. 

Under the Merger Agreement, Parent has agreed t o take such actions as are 
reasonably necessary f o r the assumption of the Company Stock Plans described i n 
the f i r s t paragraph of t h i s section. Including the reservation. Issuance and 
l i s t i n g of Parent Common Stock as i s necessary t o ef f e c t u a t e the transactions 
contemplated t h e r e i n . As soon as reasonably practicable a f t e r the E f f e c t i v e 
Time, Paren. w i l l prepare and f i l e w i t h the SEC one or more r e g i s t r a t i o n 
statements on Form S-8 or other appropriate fô -m w i t h respect t o shares of 
Parent Conmon Stock subject to Company Employee Stock Options issued under the 
Conpany Stock Plans and w i l i use a l l reasonable e f f o r t s t o maintain the 
effectiveness of a r e g i s t r a t i o n statement or r e g i s t r a t i o n statements covering 
the Conpany Employee Stock Options (and maintain the current status of the 
prospectus or prospectuses contained therein) f o r so long as the Company 
Enployee Stock Options remain outstanding. With respect t o those I n d i v i d u a l s , i f 
any, who subsequent t o the E f f e c t i v e Time w i l l be subject t o tha reporting 
requirements under Section 16(a) of the Exchange Act, where applicable. Parent 
has agreed t o use a l l reasonable e f f o r t s t o administer the Company Stock Plans 
assumed pursuant t o the Merger Agreement i n a manner that complies w i t h Rule 
16b-3 promulgated under the Exchange Act to the extent the applicable Company 
Stock Plan compiled w i t h such rule p r i o r to the Merger. 

Pursuant t o the Merger Agreement, a holder of an Adjusted Cation may 
exercise that Adjust x i Option i n whole or i n part i n accordance w i t h I t r terms 
by d e l i v e r i n g a properly executed notice of exercise t o Parent, together w i t h 
the consideration therefor and the federal withholding tax Information, I f an 
required i n accordance w i t h the re l a t e d Company Stock Plan. 

Except as otherwise contemplated by the provisions of the Merger Agreement 
described i n t h i s section or reguired by the terms of the Company Employee Stock 
Options, a l l r e s t r i c t i o n s or l i m i t a t i o n s on t r a n s f e r and vesting w i t h respect t o 
Conpany Enployee Stock Options awarded und-r the Conpany Stock Plans or any 
other plan, program or arrangement of t t mpany or any of i t s su b s i d i a r i e s , t o 
the extent that such r e s t r i c t i o n s or l i m . . ions s h a l l not have already lapsed, 
w i l l remain i n f u l l force -nd e f f e c t w i t h respect t o those options a f t e r g i v i n g 
e f f e c t t o the Merger and the assumption by Parent as described above. 
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Tax-Free Reorganization. The Merger Agrvemant providas that neither the 
Company or Parent or any a f f i l i a t e thereof w i l l take any action that would causa 
tha Merger not to qualify as a tax-free reorganization under Sections 
368(a)(1)(A) and 368(a)(2)(D) of tha Coda. 

Representations and Warrant'.s. 'n the Merger Agreement, the Conpany has 
made customary representations and warranties to Parent and Purchaser with 
raspact to, among other things, i t s organization, subsidiaries, qualification, 
authorization, capital structure, public filings, anployae benefit plans, 
defaults, information in the Proxy Statement and othar documents filed with tha 
SEC in connection with the Transactions, conplisnca with laws, consents and 
approvals, brokers' fees, undisclosed l i a b i l i t i e s , shareholder voting 
raqulramants and the absence of certain events. In the Merger Agreement, Parent 
and Purchaser have made customary representations and warranties to the Company 
with raspact to, among othar things, organization, subsidiaries, authorization, 
capital structure, public filings, employee benefit plans. Information in the 
Proxy Statement, compliance with laws, consents and approvals, brokers' fees, 
undisclosed l i a b i l i t i e s , shareholder voting raqulramants and tha absence of 
certain events. 

Conditions to the Merger. The respective obligations of the Conpany, on 
tha one hand, and Parent and Purchaser, on tha other, to effect the Merger i s 
subjact to the satisfaction or waiver on or prior to the Closing Date (as 
defined In the Merger Agreement) of the following conditions: (a) each of tha 
Conpany Merger Approval and the Parent Shareholder Approval shall have been 
obtained; (b) any applicable waiting pwriod (and any extension thereof) indar 
tha HSR Act shall hava been terminated or shall have expired; (c) no jud< mant, 
order, decree, statute, law, ordinance, rule, regulation, temporary restraining 
order, preliminary or permanent injunction or othar order enacted, entered, 
promulgated, enforced or lasted by any court of competent jurisdiction or othar 
Govarnnantal Entity or otr.?r legal restraint or prohibition (collectively, 
"Restraints") preventing tie consunmation of tha Merger may ba in affect, 
provided tha party assartiig 'his condition shall have used reasonable efforts 
to prevent the entry of any such Restraints and to appeal as promptly as 
possible any such Restraint:! that may be entered, and there shall not ba any 
Restraint enacted, entered, anfoicad or promulgated that I s reasonably likely to 
result in a material adverse effect on the Company and Parant on a combined 
basis; and (d) the shares of Parant Conmon Stock issuable to the Company's 
shareholders pursuant to tha Merger Agreement and under the Conpany Stock Plans 
shall have been approved for listing on the NYSE, subjact to official notice of 
issuance. 

The obligation of Parent to effect the Merger i s further su"5jact to 
satisfaction or waiver of tha following conditions: (a) tha Conpany shall not 
hava breached or failed to observe or perforin In any material respect any of i t s 
covenants or agraamants under the Merger Agraamant to ba performed by i t at or 
prior to tha Closing Date (as defined in the Merger Agreement), and tha 
rapraaantations and warranties of tha Conpany In the Merger Agraamant shall ba 
true and accurate both when made and at and as of tha Closing Date, as I f made 
at and as of such time (except to the extant expressly made as of an earlier 
data, in vihich case as ot such date), except where tha failure of such 
representations and warranties to be so true and correct (without giving affect 
to any limitation as to "materiality" or "material adverse effect" sat forth 
therein), does not hava, and Is not likely to have. Individually or In the 
aggregate, a material adverse effect on the Conpany; (b) at any time after the 
data of tha Merger Agreement there will not hava occurred any material adverse 
change relating to the Company; (c) Purchaser shall have purchased tha Shares in 
the Offer or, i f not, Parant and Purchaser shal) have obtained sufficient 
financing, on terms reasonably acceptable to Parent, to enable consummation of 
the Merger; (d) the STB will have issued a decision (which decision w i l l not 
have been stayed or enjoi.->ed) that (A) constitutes a final order approving, 
exempting or otherwise authorizing consunmation of the Merger and a l l othar 
material transactions contanpiated by the Merger Agraamant (or subsequently 
prasanted to the STB by agreement of the Company and Parant) as may require such 
authorization and (B) does not (1) change oi disapprove of tha consideration to 
be given In tha Merger or other material provisions of Article I I of the Merger 
Agreement or (2) inpose on Parant, the Conpany or any of thair respective 
subsidiaries any other terms or conditions (Including, without limitation, labor 
protective provisions but excluding conditions heretofore Inpnsad by tha 
Interstate Conmarce Conmission in New York Dock Railvray — Control -- Brooklyn 
Eastern District, 360 I,C.C. 60 (1979)) that materially and adversely affect tha 
long-term benefits expected to be received by Parent from the transactions 
contamplatad by tha Merger ' »emant; and (a) a l l actions by or in raspact of or 
fi l i n g s with any (jovaritaentai i:.ntlty required to pacnlt tha consunmiatlon of the 
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Merger (other than approval of the STB, which i s addressed i n clause (d) above) 
w i l l have been obtained, excluding any consent, approval, clearance or 
confInflation the f a i l u r e to obtain t<hich viould not have a material adverse 
e f f e c t on Parent, the Company or, a f t e r the Effective Time, the Surviving 
Corporation. 

The obligation of the Cocapany to effect the Merger I s further subject t o 
sati s f a c t i o n or waiver of the following conditions: (a) Parent shall not hava 
breached or f a i l e d to observe or perform i n any material respect any of i t a 
covenants or agreements under the Merger Agreement to be performed by I t at or 
pr i o r to the Closing Date, and the representations and warranties of Parent i n 
the Merger Agreement shall be true and accurate both when made and at and as of 
the Closing Date, as I f made at and as of such time (except to the extent 
expressly made as of an e a r l i e r date. In which case as of such date), except 
where the f a i l u r e of such representations and warranties to be so true and 
correct (without giving e f f e c t to any l i m i t a t i o n as to " m a t e r i a l i t y " or 
"material '.verse e f f e c t " set f o r t h therein), does not have, and i s not l i k e l y 
to have, i n d i v i d u a l l y or in the aggregate, a material adverse effect on Parent; 
(b) at any time after the date of the Merger Agreement there w i l l not hav» 
occurred any material adverse change relat ng to Parent; (c) the STB w i l l have 
Issued a decision (which decision w i l l not have been stayed or enjoined) that 
( i ) constitutes a f i n a l order approving, exempting or otherwise authorizing 
consunmation of the Merger and a l l other material transactions contemplated 
thereby or subsequently presented to t^.e STB by agreement of Parent and the 
Company as may require such authorizatio;i and ( i l ) does not change or disapprove 
of the consideration to be given i n the Merger or other material provisions of 
A r t i c l e I I of the Merger Agreement. 

Neither Parent nor the c:onpany are permitted under the Merger Agreement to 
r e l y on the f a i l u r e of any condition described In the three lnmediately 
preceding paragraphs, as the case may be, to be s a t i s f i e d I f such f a i l u r e was 
caused by such party's f a i l u r e to use reasonable e f f o r t s to consummate tne 
Merger and the other transactions contemplated by the Merger Agreement, as 
reguired by and subject to the provisions of the Merger Agreement described 
under "— Reasonable E f f o r t s . " 

Termination. The Merger Agreement may be terminated at any tine p r i o r to 
the Effective Time, whether before or aft e r the Pennsylvania Shareholder 
Approval, the Company Merger Approval or the Parent Shareholder Approval, only 
as provided below: 

(a) by mutual w r i t t e n consent of Parent and the Conpany; 

(b) by either Parent or the Company: ( i ) i f the Merger .las not bean 
consunmated by December 31, 1998; except that the r i g h t to tenninate the 
Merger Agreement pursuant to t h i s provision w i l l not be available to any 
party whose f a i l u r e to perform any of I t s obligations under the Merger 
Agreement results In the f a i l u r e of the Merger to be consunmated by such 
time; (11) i f , at a Conpany Merger Meeting duly convened therefor or at any 
adjournment or postponement thereof, the Company Merger Approval i s not 
obtained; ( I I I ) I f , at a Parent Shareholders Meeting duly convened therefor 
or at any adjournment or postponement thereof, the Parent Shareholder 
Approval i s not obtained; or (iv) I f any Governmental Entity has issued a 
Restraint or taken any other action permanently enjoining, restraining or 
otherwise p r o h i b i t i n g the consunmation of the Merger or any of the other 
transactions contemplated by the Merger Agreement and such Restraint or 
other action has become f i n a l and nonappealable; except that the party 
seeking to terminate the Merger Agreement pursuant to t h i s clause (Iv) must 
have used a l l reasonable e f f o r t s to prevent the entry of and to remove such 
Restraint or other action; 

(c) by Parent, i f the Company has breached or f a i l e d to perform i n any 
material respect any of I t s representations, warranties, covenants or other 
agreements contained i n the Merger Agr'en«..-.t, vhich breach or f a i l u r e to 
perform (A) would constitute the faiJure of the condition to the Merger 
described i r clause (a) of the second paragraph under "— Conditions to the 
Merger," and (B) cannot be or has r o t been cured w i t h i n 30 days a f t e r the 
giving of wr i t t e n notice to the Conpany of such breach (as long as Parent 
i s not then in material breach of any representation, warranty, covenant or 
other agreement contained In the Merger Agreement and provided that, i f 
such breach Is curable through the exercise of the Company's best e f f o r t s , 
the Merger Agreement may not be terminated for so long as the Coapany i s 
using i t s best e f f o r t s to cure such breach); 
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(d) by Parent in accordance with the terms of the Merger Agreement 
described under "— No S o l i c i t a t i o n , " as long as Parent has complied with 
a l l such terms, including the rotlce provisions therein, and as long as 
Parent compiles with applicable requirements of the terms of the Merger 
Agreement described under "— Certain Fees snd Expenses"; 

(e) by Parent I f (1) the Board of Directors of the Company or. I f 
applicable, any conmittee thereof, has withdratm or modified In a manner 
adverse to Parent i t s approval or reconmendatlon of the Offer or the Merger 
or the matters to be considered at the Company Shareholders Meetings or 
f a i l e d to reconfirm i t s reconmendation within 15 business days a f t e r a 
w r i t t e n request to do so, or approved or recommended any Takeover Proposal 
in respect of the Company or ( i l ) the Board of Directors of the Company or 
any conmittee thereof has resolved to take any of the foregoing actions; 

(f) by Parent, I f the Conpany or any of I t s o f f i c e r s , directors, 
employees, representatives or agents take any of the actions that would be 
proscribed by the terms of the Merger Agreement (described under "— No 
S o l i c i t a t i o n " but for the exceptions therein allowing certain actions to be 
taken pursuant to the proviso In the f i r s t sentence of such section or the 
second sentence of the second paragraph of such section; 

(g) by the Company, i f Parent has breached or f a i l e d to perform In any 
materia; respect any of i t s representations, warranties, covenants or other 
agreements contained in the Merger Agreement, which breach or f a i l u r e to 
perform (A) would constitute the f a i l u r e of a condition to the Merger, as 
described under "— Conditions to the Merger," and (B) cannot be or has not 
been cured within 30 days aft e r the giving of written notice to Parent of 
such breach (as long as the Conpany Is not then In material breach of any 
representation, warranty, covenant or other agreement contained In the 
Merger Agreement and provided that, i f such breach i s curable through the 
exercise of Parent's best e f f o r t s , the Merger Agreement may not be 
terminated pursuant to t h i s provision of the Merger Agreement for so long 
aa Parent i s so using i t s best e f f o r t s to cure such breach); 

(h) by the Conpany i n accordance with the provisions of the Merger 
Agreement described In the second paragraph under "-- No S o l i c i t a t i o n , " as 
long as Parent has compiled with a l l such provisions, including the notice 
provisions therein, and compiles with applicable requirements of the 
provisions of the Merger Agreement described under "— Certain Fees and 
Expenses"; 

(1) by the Company I f (1) the Board of Directors of Parent or. I f 
applicable, any conmittee thereof has withdrawn or modified In a manner 
adverse to the Conpany I t s approval or reconmendatlon of the matters to be 
considered at the Parent Shareholders Meeting, or f a i l e d to reconfirm i t s 
reconmendation within 15 business days aft e r a written request to do so, or 
approved or recommended any Takeover Proposal !n respect of Parent or ( i i ) 
the Board of Directors of Parent or any conmittee thereof has resolved to 
take any of the foregoing actions; or 

( j ) by the Company, i f Parent or any of i t s o f f i c e r s , directors, 
employees, representatives or agents takes any of the actions that %*ould Joe 
proscribed by the terms of t h t Merger Agreement described under "-- No 
S o l i c i t a t i o n " but for the exceptions therein allowing certain actions to be 
taken pursuant to the proviso In the f i r s t senten of such section or the 
second sentence of the second paragraph of such section. 

Certain Fees and Expenses. The Merger Agreement provides that, i n tha 
event that ( I ) a Takeover Proposal In respect of the Conpany shal l have been 
made known to the Coapany or any of I t s subsidiaries or has been made d i r e c t l y 
to i t s shareholders generally or any person shall have p u b l i c l y announced an 
i n t e n t i o n (whether or not <»3nditional) to make such a Takeover Proposal and 
thereafter the Merger Agreement i s terminated by either Parent or the Company 
pursuant to clauses ( I ) or ( l i ) .'f paragraph (b) under "— Temlnation," or ( i i ) 
the Merger Agreement Is terminatec' (x) by the Com(̂ any pursuant to paragraph (h) 
unuer "— Termination," or (y) by ''arent pursuant to paragraph (e) under 
" — Termination," then the Company w i l l (A) pronptly, but i n no event l a t e r than 
two days a f t e r the date of the termination, pay Parent a fee equal to S300 
m i l l i o n (the "Termination Fee") (except that no Termination Fee w i l l be payable 
pursuant to clause (1) of t h i s se;itence unless and u n t i l w i t h i n 24 months of 
such termination the Company or 
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any of i t s subsidiaries enters into an Acquisition Agraamant or conaunmatas a 
Takeover Proposal). The Company has agreed that, i f i t f a i l s promptly to pay tha 
amount due pursuant to the foregoing provision, and. In order to obtain auch 
payment, Parant commences a suit which results in a jud-jmant against tha Conpany 
for such fee, the Company will pay to Parent i t s costs and expanses (including 
attorneys' fees and expenses) in connection with such suit, togetiier with 
interest on tha amount of the fee. 

Tha Merr;ar Agreement also provides that, in the event that (i) a Takeover 
Proposal in .-aspect of Parent shall have been made known to Parant or any of i t s 
subsidiaries or has been made directly to i t s shareholders generally or any 
parson shall have publicly announced an intention (whethar or not conditional) 
to make such a Takeover Proposal and thereafter the Merger Agreement i s 
terminated by either Parent or the Company pursuant to clause (i) or ( H i ) of 
(>araqraph 'b) under *— Termination," or ( I I ; the Merger Agreement Is terminated 
(X) by Parant pursuant to paragraph (d) under '— Termination" or (y) by tha 
Conpany pursuant to paragraph (1) under "— Termination," Parent i s required to 
(A) promptly, but in no event later than two days after the date of the 
termination, pay the Company the Termination Fee (except that no Termination Fee 
shall be payable pursuant to clause (i) of this sentence unless and until within 
24 months of such termination Parant or any of I t s subsidiaries enters into an 
Acquisition Agreement or consummates a Takeover Proposal). If Parent f a l l s 
promptly to pay the amount due pursuant to the foregoing provision, and, in 
order to obtain such payment, the Company commences a suit which results in a 
judgment against Parent for the fee set forth in the foregoing provision. Parent 
i s required pay to the Company i t s costs and expenses (including attorneys' fees 
and expanses) tn connection with such suit, together with interest on the amount 
of tha fee. 

Parant or Purchaser will pay any sales, transfer or similar tax arising as 
a result of the consunmation of tha Transactions and imposed on sharaholdars of 
tha Company. 

Amanctnent. Tha Merger Aqreamant may ba amended by tha parties, by an 
instrument in writing signed on behalf ot each party, at any time before or 
after the Pen.isylvania Sharaholoer Arproval, the Conpany Merger Approval or the 
Parant Sharaholdar Approval. Howavac, after any such approval, the Merger 
Agraamant does not permit the partia.* to make any amendment that by law requires 
further approval by the sharaholdars of the Company or Parant without tha 
further approval of such sharaholdars. 

Registration Rights. Under the terms of the Merger Agreement, the Conipany 
or Parant, as applicable (the "issuing party") wi l l , i f requested by tha other 
party to the Merger Agraement (tha "requesting party") within three yaars after 
tha ta.-minatlon of the Merger Agreement, as expeditiously ss possible prepare 
and f i l l ' up to three registration statements under the Securities Act i f 
necessary to permit the sale or other disposition of any or a l l securities 
deposited In the Voting Trust, In the case of Parent, or acquirad through 
axarcis'j of the Parent Stock Option Agraamant, In the case of the Conpany, in 
accord/.nce with the intended method of sale or othar disposition stated by the 
raguesting party. The Issuing party w i l l also use i t s bast efforts to qualify 
such securities under applicable state securities laws and will take certain 
steps to cause any sale or other disposition pursuant to such registration 
statement to be effected on a widely distributed basis. Tha Issuing party w i l l 
use reasonable afforts to cause each such registration statement to bacoma 
affective, to obtain any or t i l required consents or waivers, and to keep such 
registration statement affect.va for such period not in excess of 180 calendar 
days as i s reasonably necessary to effect such sale or othar disposition. Tha 
foregoing obligations of the Issuing party may be suspended for certain limited 
periods I f the Board of Directors ot the Issuing party determines that carrying 
out such obligations during such periods would require disclosure of nonpublic 
information that would materi!>lly and adversely affect tha issuing party. The 
Merger Agraement provides that i f tha issuing party effects a registration under 
tha Sacuritias Act of the issuing party's securities for i t s om account or for 
any of i t s sharaholdars, than with certain exceptions tha othar party to tha 
Merger Agreement w i l l have tha right to participate in such registration without 
affecting tha obligation of tha issuing party to effect demand registration 
statements for the requesting party as described above, subjact to certain 
reductions i f the managing underwriters of such registration advise the issuing 
party that the number of securities requested to be included In such offering 
axcaad tha number that can ba sold. 

Listing. Parant has agreed to use reasonable efforts to cause the shares 
of Parant Common Stock to be Issued in the Merger, under tha Coapany Stock Plans 
and pursuant to the Parant Stock Option Agreement, 
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and the Conpany has agreed to use reasonable efforts to cause Shares to be 
issued pursuant to the Coapany Stock Option Agreenent to be approved for l i s t i n g 
on the NYSE prior to the Closing Date, 

Rights Agreements. The Board of Directors of tha Conpany w i l l take a l l 
furti'ter action, i f any, reasonably requested in writing by Parent (Including 
redeemirg the Rights lnmediately prior to the Effective Time or amending the 
Rights Agreement) in order to render the Rights inapplicable to the transactions 
contenplated by the Merger Agreement and the Company Stock Option Agreement. 
Except for the foregoing, the Board of Directors of the Conpany w i l l not amend 
or take any action with respect to the Rights Agreement, including a redemption 
of the Rights or any action to facilitate a Takeover Proposal in respect of the 
Coapany. 

The Board of Directors of Parent w i l l take a l l further action, i f any, 
reasonably requested in writing by the Coapany in order to render the Parent 
Rights inapplicable to the Parent Stock Option Agreement. The Board of Directors 
of Parant w i l l not otherwise amend or take any action with respect to the Parent 
Rights Agraement to facilitate a Takeover Proposal In respect of Parent. 

DISSENTERS' RIGHTS 

In accordance trtth the United States Supreme Cojrt decision, Schwabachcr v. 
United States, 334 U.S. 182 (1948), shareholders of the Company w i l l not have 
any dissenters' rights under state law, unless the STB or a court of competent 
jurisdiction determines that state-law dissenters' rights are available to 
holders of Shares. Parent considers i t unlikely that the STB or a court w i l l 
determine that state-law dissenters' rights are available to holders of Shares. 
As part ot the approval of the Merger. Parent and the Conpany intend to seek a 
dcteimination of the STB that the terms of the Merger are just and reasonable. 
It i s Parent's and the Conpany's understanding that upon the Issuance of such a 
determination, dissenters' rights under state law w i l l be preempted. 
Shareholders of tl.e Coapany w i l l have an opportunity to participate in this STB 
proceeding. 

If dissenters* rights are available to holders of Shares, such rights w i l l 
be provided in accordance with Section 1571 et seq. of the Pennsylvania Law. In 
such event, any Issued and outstanding Shares hel'J by persons who object to the 
Merger and comply with a l l the provisions of the Pennsylvania Law concerning the 
right of holders of Shares to dissent from the Merger and require valuation of 
their Shares (a "Dissenting Shareholder") w i l l not be converted into the right 
to receive the Offar Price, without interest, pursuant to the Merger Agreement 
but w i l l become the right to receive payment of the "fai r value" of their Shares 
at the Effective Tine (exclusive of any element of appreciation or depreciation 
in anticipation of the Merger); provided, however, that tha Shares outstanding 
ismwdiataly prior to the Effective Time and held by a Dissenting Shareholder who 
w i l l , after the Effective Tine, withdraw his demand for payment or lose his 
right to dissent, in cither case pursuant to the Pennsylvania Law, w i l l bo 
deemed to ba converted as of the Effective Time Into the right to receive the 
Offer Price, payable to the holder thereof, without .interest. 

Dissenters' rights cannot be exercised at this time. Shareholders who w i l l 
be entitled to dissenters' rights, i f any, in connection with the Merger (or 
similar business coi^lnation) will receive additional information concerning any 
available dissenters' rights and the procedures to be followed in connection 
therewith before such shareholders have to take any action relating thereto. 

Shareholders who s e l l shares In the Offar will not be entitled to cxeicise 
any dissenters* rights with respect to Shares purchased but, rather, w i l l 
receive the Offer Price. 

OPTION AGREOiENTS 

Concurrently with the Merger Agreement, the parties hava entered into the 
Option Agreements, granting each other the right to purchase certain shares of 
their coamon stock under certain circumstances. 

Pursuant to the Conpany Stock Option Agreement, the Conpany granted Parent 
an option to purchase 15,955,477 Conmon Shares at a price of $92.50 per share, 
subject to adjustment for changes in the Company's capitalization as described 
in the Coapany Stock Option Agreement (the "Purchase Price"), payable in cash. 
Such option becomes exercisable, in whole but not in part, after the f i r s t to 
occur of (I) any 
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event which entitles Parent to receive tha Termination Fee and ( i i ) the 
consunmation of the Offer (the f i r s t such occurrence being a "Purchase Event"), 
The option terminates upon the f i r s t to occur of (i) the Effective Date, ( i i ) 18 
months after the f i r s t occurrence of a Purchase Event, and (Hi) the termination 
of the Merger Agreement (unless Parent i s entitled to the Termination Fee, in 
which case tt" option shall not terminate until the later of (a) six months 
following the time the Termination Fe<> becomes payable and (b) the expiration of 
the period in wtilch parent has the rignt to receive the Termination Fee) . Any 
purchase of Coamon Shares under the Conpany Stock Option Agreement Is subject to 
the Voting Trust Condition, and any Conmon Shares so purchased w i l l be delivered 
immediately to the trustee thereunder. 

If, during the time that the option under the Conpany Stock Option 
Agreement i s exercisable, the Company enters into an agreement pursuant to which 
a l l outstanding Coomon Shares are to be purchased for or nverted Into, In 
whole or in part, cash (other than in respect of fractional shares), then such 
agreement w i l l make proper provision so that, upon consunmatloii of the 
transaction (which w i l l be the date of acceptance for payment in the case of a 
transaction involving a tender offer), In exchange for cancellation of the 
option, ,«rent s t i l l receive an amount in cash equal to the difference ( i f 
positive) between the closing market price per Conmon Share on the day 
lnmediately prior to the consunmation of such tr.insactlon and the Purchase 
Price. In the event ( i ) the Conpany enters into an agreement to consolidate 
with, merge into, or s e l l substantially a l l of the Conpany's assets to any 
person, other than Parent, Purcnaser or a direct cr Indirect subsidiary thereof, 
and the Conpany Is not the surviving corporation, or ( i l ) the Company allows any 
parson, other than Parant, Purchaser cr a direct or indirect subsidiary thereof, 
to merge Into or consolidate with the Conpany In a series of transactlor.s In 
which the Osamon Shares or oth-- . t ies of the Company represent less than 

50% of the outstanding voting securities of the ncrged corporation, then such 
agreement w i l l make proper provision so that the option w i l l be adjusted, 
exchanged, or converted into an option with Identical terms as those described 
in the Coapany Stock Option Agreement, appropriately adjusted for such 
transaction. Parent may require the Conpany to register Coamon Shares purchased 
under the option pursuant to the Securities Act of 1933 on the terms set forth 
in the Merge,: Agreement. The Coamon Shares purchased under the caption may not be 
transferred or otherwise disposed of except aa provided in the Voting Trust 
Agreimwnt. 

Pursuant to the Parent Stock Option Agreement, Parent granted the Conpany 
an option to purchase 43,090,773 million shares of Parent Conmon Stock, at a 
price of $64.82 per share, subject to adjustments substantially the same as 
those In the Conpany Stock Option Agreement. Such option becomes exercisable, in 
whole but not in part, after any event which entitles the Conpany to receive the 
Termination Fee (a "Purchase Event"). The option terminates upon the earlier of 
(I) the Merger, ( I I ) 18 months after the f i r s t occurrence of a Purchase Event, 
and ( i i i ) the termination of the Merger Agreement (unless the Conpany i s 
entitled to a Termination Fee, In which case the option shall not terminate 
until the latar of (a) six months following the time such Teminatlon Fee 
becomes payable and (b) the expiration of the period in which the Coapany has 
the right to receive a Tecnination Fee). Any purchase of shares of Parent Coamon 
Stock under the Parent Stock Option Agreement I s subject to the conditions set 
forth therein, and any Parent Comnon Stock so purchased w i l l be delivered 
inmediataly to the trustee of the applicable voting trust. The Parent Stock 
Option Agreement also provider fo.' adjustments for certain business combinations 
on substantially the same terms as those of the Ccxnpany Stock Option Agreement. 

The foregoing descrl,>tlon of the Merger Agreement and the Optior, Agreements 
i s qualified in i t s entirety by reference to the texts of such Agreements, 
copies of which have been filed by Parent as exhibits to tha Schedule 14D-1 
filed by Parent with the SEC. 

VOTING TRUST AGREEMENT 

Pursuant to a proposed V.iting Trust Agreement Ithe "Voting Trust 
Agreement") to be entered 1 .co by and among Parent, Purchaser and a voting 
trustee that i s expected to be a banking corporation (the "Trustee"), the 
Trustee w i l l agree to act as trustee in respect of the Voting Trust. In such 
capacity, the Trustee w i l l vote a l l Shi'es (tha "Trust Stock") acquirad by 
Purchaser in the Offer, the Second Offe, or pursuant to the Coapany Stock Option 
Agreement or otherwise to approve the Merger, in favor of any proposal necessary 
to effectuate Parent's acquisition of the Company pursuant to the Merger 
Agreement, and, 
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so long as the Merger Agreement i s I n e f f e c t (subject to certain exceptions), 
against any other proposed merger, business conijlnatlon or similar t r a n s a c t i o n 
i n v o l v i n g the Company. On othsr matters (inc l u d i n g the election or removal of 
d i r e c t o r s ) , the Trustee w i l i vote the Trust Stock i n the same proportion as a l l 
other Shares are voted w i t h respect to such matters. 

Pending the termination of the Voting Trust, the Trustee w i l l pay over to 
Purchaser a l l cash dividends and cash d i s t r i b u t i o n s paid on th>: Trust Stock. 

The Voting Trust Agreement w i l l provide t h a t Parent at any time may not 
s e l l or make any other d i s p o s i t i o n of the whole or any part of the Trust Stock, 
whether or not the Merger or a s i m i l a r transaction has been apr roved by the STB 
or i s otherwise permitted, unless and u n t i l the Merger Agreement has been 
terminated or as otherwise consented to by the Company. The Trustee s h a l l take 
a l l actions reasonably requested by the Parent w i t h respect to any proposed sale 
or other d i s p o s i t i o n of the whole or any part of the Trust Stock by Purchaser or 
Parent, i n c l u d i n g i n connection w i t h the exercise by Parent o' any r i g h t s under 
the Merger Agreement, provided that such d i s p o s i t i o n of the Tiust Stock must be 
made pursuant to one or more broadly d i s t r i b u t e d p u b l i c offerings and subject t o 
a l l necessary regulatory approvals, i f any, or as otherwise directed by Parent 
w i t h the p r i o r w r i t t e n consent of the Company. 

The Votl.ng Trust Agreement also w i l l provide t h a t , i n the event the STB 
approves or exempts the Merger or a s i m i l a r t r a n s a c t i o n , or i n the event t h a t 
the law i s amended t o allow Purchaser, Parent or t h e i r a f f i l i a t e s to a c q u i i * 
r a n t r o l of the Company wlth^-ut ootalnlng STB or other government?! approval (and 
upon d e l i v e r y of an opinion of Independent counsel t h a t no ordei of the STB or 
other governmental a u t h o r i t y i s required), the Trustee, with the p r i o r w r i t t e n 
consent, ^ f the Company, w i l l e i t h e r transfer the Trust Stock to the Purchaser, 
cr i f shareholder approval has not previously been obtained, vote the Trust 
Stoclc i n favor of the Merger. 

I t i s a n t i c i p a t e d that the Vcting Trust Agreement w i l l provide t h a t , i n the 
e v t n t t h a t the Merger Agreement termL.ates In a -cordance with I t s terms, Parent 
w i l l use i t s best e f f o r t s t o s e l l the Trust Stock i n the manner described above 
d u r i n g the succeeding two-year period. Any such d i s p o s i t i o n shall be subject t o 
any j u r i s d i c t i o n c f the STB t o oversee Parent's d i v e s t i t u r e of Trust Stock. 
connection w i t h such an event, the Trustee would continue to perform i t s d u t i e s 
under the Voting Trust Agreement and. I f Parent f a l l s to so s e l l or d i s t r i b u t e 
the Trust Stock, the Trustee w i l l as soon as p r a c t i c a b l e s e l l the Trust Stock 
f o r cash to one or more e l i g i b l e purchasers I n the manner described above f o r 
such p r i c e as the Trustee i n i t s d i s c r e t i o n s h a l l deem reasonable a f t e r 
c o n s u l t a t i o n w i t h Parent. An "eligi.'^le purchaser" i s a person or e n t i t y not 
a f f i l i a t e d w i t h Parent and t h a t has a l l necessary regulatory a u t h o r i t y , i f any, 
t o purchase the Trust Stock. Pursuant to the Voting Trust Agrr , . - i ^ n t w i l l 
agree t o cooperate w i t h the Trustee i n so disposing of the Trust Stock anc the 
Trustee has agreed t o act i n accordance v i t i anv d i r e c t i o n made by Parent a. to 
any s p e c i f i c terms or method of d i s p o s i t i o n , t o the extent not Inconsistent w.**-
any o f the terms of the Voting Trust Agreement and w i t h the requirements of the 
terms of any STB or court order. The proceeds of the sale would be d i s t r i b u t e d 
t o Parent. 

The Voting Trust Agreenent provides that the Trustee s h a l l receive 
reasonable and customary compensation and Indemnification from Parent and 
Purchaser. 

Pursuant to the Merger Agreement, the Voting Trust may not be modified or 
amended without the p r i o r w r i t t e n approval of the Company, which Is an express 
t h i r d p a r t y b e n e f i c i a r y of the Voting Trust Agreement, unless such m o d i f i c a t i o n 
or amendment i s not inconsistent w i t h the Merger Agreement or the Option 
Agreements and Is not adverse to the Conpany or i t s shareholders (and Parent and 
the Company have agreed i n the Merger Agreement th a t any change to the terms of 
the Voting Trust Agreeme.it r e l a t i n g t o voting r.'.ghts or r i g h t s artd r e s t r i c t i o n s 
r e l a t i n g t o the t r a n s f e r of Trust .ck s h a l l 1.- any event require the p r i o r 
approval of the Company), and no ..,wer of Parent or Purchaser provided f o r i n 
t;-.e Voting Trust Aqieemert may M . exercised so as to v i o l a t e the Merger 
Agreement. 

Upon execution o£ 'he Voting Trust Agreement, Parent w i l l request the s t a f f 
of the STB t o render an nformal w r i t t e n opinion t h a t the use of the Voting 
Trust i s consistent w i t h the p o l i c i e s of the STB. See Section 16. 
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EMPI/DYMENT AGREEMENTS 

Snow Employment Agreement. Parent ai.d .John W. Snow have entered i n t o an 
employment agreement dated as of October 1--, 1996 (the "Snow Employment 
Agreement"), which w i l l be e f f e c t i v e f o r a Tlve-year period beginning at the 
E f f e c t i v e Time (the "Employment Period"). Th.? Snow Employment Agreement provides 
t h a t Mr. Snow w i l l serve as Chairman of the Board and Chief Executive O f f i c e r o f 
Parent f o r two years following the Merger (the " F i r s t Employment Segment"); as 
Chairman of the Board during the subsequent two years (the "Second Employment 
Segment"); and as Chairman Emeritus during the f o l l o w i n g year (the "Third 
Employment Segment"). The Employment Agreement f u r t i i ? r provides that during the 
F i r s t Employment Segment Mr. Snow w i l l receive base compensation at least equal 
to the base compensation he received i n the year p r i o r to rhe Merger, and hat 
during the Second and T.hird Employment Segments Mr. Snow w D l receive base 
compensation ^n an amount no less than that received by the Chief Executive 
O f f i c e r of Parent during the Second Employment Segment. 

I f , during the Employment Period, Parent terminates Mr. Snow's employment 
for a reason other than Cause cr D i s a b i l i t y (as defined i n the Snow Employment 
Agreenent), or Mr. Snow terminates employment for Good Reason (as defined i n tha 
Employment Agreement), Mr. Snow w i l l be e n t i t l e d t o the fo l l o w i n g : 

(1) a lunp-sum payment aggregating (a) accrued o b l i g a t i o n s t o Mr. Snow, 
such as unpaid or deferred compensation, (b) the greater of ( I ) the 
amount Mr. Snow would receive In compensation (incl u d i n g bonus) .luring 
the remainder of the EmploiTnent Period and (11) the amount equal t o 
three times Mr. Snow's most recent annual compensation (Including 
bonus), and (c) an amount equal to the excess of ( I ) the a c t u a r i a l 
equivalent of the benefit under Parent's retirement plans which Hr. 
Snow would receive assuming he continued employment w i t h Pare i t f o r the 
longer of three years and the time remaining In the Employment Period 
over ( i l ) the a c t u a r i a l equiv,ilent of Mr. Snow's actual b e n e f i t under 
Parent's retirement plans; 

(2) a payment i n an amount such that a f t e r the payment of a l l income and 
excise taxes, Mr. Snow w i l l be i n the same a f t e r - t a x pxjsitlon as I f no 
excise tax under Section 4 999 cf the Code had been imposed; 

(3) continued enployee welfare benefits for the longer of three years and 
the number of years remaining i n the Employment Period; artd 

(4) the immediate vesting of outstanding stock-based awards. 

The Snow Employment Agreement ( -ovides that the Merger w i l l not c o n s t i t u t e 
a Change of Control tor the purpose of the Severance Agreement between Mr. Snow 
and Parent dated as of February 1, 1995. 

LeVan Employment Agreement. Parent, the Company, and David M. LeVan have 
entered i n t o an employment agreement dated as of October 14, 1996 (the "LeVan 
Employment Agreement"), which w i l l be e f f e c t i v e f o r a period equal to the 
&.ployment Period. The LeVan Employment Agreement provides that Mr. LeVan w i l l 
serve as Chief Operating O f f i c e r and President of Parent, and i;s Chief Executive 
O f f i c e r and President of the r a i l r o a d businesses of the Conpany and Parent, from 
the E f f e c t i v e Time u n t i l the second anniversary of such date or, i f e a r l i e r , the 
term i n a t i o n of Mr. Snow'« employment or of his status as Chief Executive O f f i c e r 
of Parent (the " F l r f t Emfloyment Segment"). A d d i t i o n a l l y , Mr. LeVan w i l l serve 
as Chief Execjtlve O f f i c e r of Parent during the period beginning immediately 
a f t e r the F i r s t Enploymen* Segment and ending on the f o u r t h anniversary of the 
E f f e c t i v e Time or, i f e a r l i e r , upon the termination of Mr. Snow's enploymcnt or 
of h i s status as Chairman of the Board (the "Second Employment Segment"). During 
the p eriod conmencing immediately a f t e r the Second Employment Segment, or, i f 
e a r l i e r , upon the termination of Mr. Snow's status as Chairman of the Board (the 
"Third Enployment Segment"), Mr. LeVan w i l l a d d i t i o n a l l y serve as Chairman of 
the Board of Parent. The LeVan Enployment Agreement f u r t h e r provides t h a t during 
the F i r s t Enployment Segment Mr. LeVan s h a l l receive annual base conpensation at 
leas t equal t o 90% of the amount received by the Chief Executive O f f i c e r of 
Parent, but not less than $810,000, and bonus and other incentive compensation 
at l e a s t equal t o 90% of the amount received by the Chief Executive O f f i c e r of 
Parent, and that during the Second and Third Enployment Segments Mr. LeVan w i l l 
receive compensation 
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i n an anount no lass than that received by the CMef Executive Officer during 
the First Enployment Segment, but not less than $900,000. 

I f , during the Enployment Period, Parent terminates Mr. LeVan's enployment 
for a reason other th;n Cause or Disability (as defined i n the LeVan Employment 
Agreement), or Mr. LaVan terminates enployment for Good Reason (as defined 1^ 
''he LeVan Enployment Agreement), Mr. LeVan w i l l be entitled to the followir j< 

(1) a lump-sum payment aggregating (a) accrued obligations to Mr. LeVan, 
such as unpaid or deferred compensation, (b) the greater of (i) the 
amount Mr. LaVan would have received in compensation (including bonus) 
during the r«i._inder of the Employment Period, assuming an annual base 
salary and bonus during the Second and Third Segments equal to the 
greater of Mr. LeVan's base salary and bonus and that of Mr. Snow 
during the First Employment Segment and ( i i ) the amount equal to three 
times Mr. LeVan's most recent annual compensation (including bonus), 
and (c) an amount equal to the excess of (i) the actuarial equivalent 
of the benefit under Parent's retirement plans wl-iich Mr. LeVan would 
receive assuming he continued employment with Parent for the longer of 
three years and the time remaining in the Enployment Period over ( i i ) 
the actuarial equivalent of Nr. LeVan's actual benefit under Parent's 
retirement plans; 

(2) a payment in an anount such that after the payment of al) income and 
excise taxes, Mr. LeVan w i l l be in the same after-tax position as i f no 
excise tax under Section 4999 of the Code had been imposed; 

(3) continued employee welfare benefits for the longer of three yaars and 
the nuriber of years remaining in the Employment Period; and 

(4) the inmediata vesting of outstanding stock-based awards. 

The Employment Agreement provides that i t supersedes, at the Effective 
Time, the severance agraement between Mr. LeVan and the Conpany dated as of 
August 1, 1995. 

14. DIVIDENDS AND DISTRIBUTIONS. I f , on or after the date of the Merger 
Agraement, the Conpany should ( i ) s p l i t , combine or otherwise change the Sharas 
or i t s capitalization, ( i i ) issue or se l l any additional securities of the 
Conpany or otherwise cause an increase in the number of outstanding securities 
of the Conpany or ( i i i ) acquire currently outstanding Shares or otherwise cause 
a reduction in the number of outstanding .res, then, without prejudice to 
Purchaser's rights under Sections 1 and 15, Purchaser, i n i t s sole discretion, 
may make such adjustments JS i t deems appropriate in the purchase price and 
other terms of the Offer and the Merger, including, without limitation, the 
amount and type of securities offered to be purchased. 

I f , on or after the date of the Merger Agreement, the Conpany should 
declare or pay any dividend on the Shares, other than regular quarterly 
dividends, or make any distribution (including, without l i m i t a t i o n , the issuance 
of additional Shares pursuant to a stock dividend or stock s p l i t , the issuance 
of other securities or the issuance of rights for the purchase of any 
securities) with respect to the Shares that is payable or distributable to 
shareholders of record on a date prior to the transfer to the name of Purchaser 
cr i t s nominee or transferee on the Conpany's stock transfer records of the 
Shares purchased pursuant to tha Offer, then, without prejudice to Purchaser's 
rights under Sections 1 and 15, (i) the purchase price per Share payable by 
Purchaser pursuant to the Offer w i l l be reduced by the amount of any such cash 
dividend or cash distribution and ( i i ) any such non-cash dividend, distribution 
or right to be received by the tendering shareholders w i l l be received and held 
by such tendering shareholders for the account of Purchaser and w i l l be required 
to be promptly remitted and transferred by each such tendering shareholder to 
the Depositary for the account of Purchaser, acconpanied by appropriate 
documentation of transfer. Pending such remittance and subject to applicable 
law. Purchaser w i l l be entitled to a l l rights and privileges as owner of any 
such non-cash dividend, distribution or right and may withhold the entire 
purchase price or deduct from the purchase price the amount of value thereof, as 
determined by Purchaser in i t s sole discretion. 
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The Conpany nas agreed in the Merger Agreement that i t trt 11 not pay any 
dividends, other than regular quarterly dividends, on i t s capital atock, 
including tha Shares, prior to the Effective Time without the consent of Parant. 
Tha Company has also agreed that, without the consent of Parent, i t will not (a) 
take certain actions that would change the number of shares of i t s capital stock 
outstanding or result in the reclassification of any of i t s capital stock, or 
(b) purchase, retire or otherwise acquire any shares of i t s capital stock, or 
(c) Issue, pledge or otherwise encumber i t s capital stock or any securities 
convertible into or representing the right to acquire i t s capital stock, with 
certain exceptions set forth in the Merger Agreement. See "Merger Agreement; 
othar Agraamants — Merger Agreement — Interim Oparations of tha Company and 
Parant." 

15. CONDITIONS OF THE OFFER. Notwithstanding any other provisions of the 
offar, and in addition to (and not in limitation of) Purchaser's rights to 
extend and amend the Offar at any time in i t s sole discration (subject to tha 
provisions of the Merger Agreement), Purchaser shall not be required to accept 
for paymant or, subject to any applicable rules and regulations of the SEC, 
including Rule 14e-l(c) under the Exchange Act (relating to Purchaser's 
cbllgatlon to pay for or return tendered Shares promptly after termination or 
withdrawal of tha Offar), pay for, and may delay the acceptance for payment of 
or, subject to the restriction referred to above, the payment for, any tendered 
Sharas, and may taminata the Offer as to any Shares not then paid for, i f (1) 
(i) Purchaser does not receive prior to the expiration of the Offar an informal 
written opinion in form and substance reasonably satisfactory to Purchaser from 
tha staff of the STB, without the imposition of any conditions unacceptable to 
Purchaser, that the use of the Voting Trust I s consistent with the policies of 
tha STB against unauthorized acquisitions of control of a regulated carrier, or 
(11) Purchaser does not receive prior to the expiration of the Offer an Informal 
statement from the Premerger Notification Office of the FTC that the 
transactions contanpiated by the Offar, the larger Agreement and tha Company 
Stock Option Agraamant are not subject to, "c are exempt from, the HSR Act, or 
in the absence 'f the receipt of such informal statement, any applicable waiting 
period under t ne HSR Act shall have expired or bean terminated prior to tha 
expiration of tha Offar (sac Section 16), or (2) at any time on or after October 
14, 1.996 and prior to the acceptance for paymant of Sharas, any of tha following 
events shall occur (defined terms usad below shall have tha meanings ascribed in 
tha Merger Agraamant): 

(a) there shall be instituted or pending any action or proceeding by 
any govarnment or govarrunantal authority or agency, domestic or foraign, 
(i) challangiag or sacking to make i l l e g a l , to delay materially or 
otherwise directly or indirectly to restrain or prohibit tha making of tha 
Offar, tha acceptance for paymant of or payment for some of or a l l tha 
Shares by Parant or Purchaser oi the consummation by Parant or Purchaser of 
t he Merger, seeking to obtain m itarial damages relating to tha Merger 
Agreement, the Cation Agreements or any of the transactions contanpiated 
thereby or otherwise seeking to prohibit directly or Indirectly the 
transactiors contemplated by tha Offer or the Merger Agreamant, or 
challenging or seeking to make ill e g a l the transactions contamplatad by tha 
Option Agraamants or otherwise directly or Indirectly to restrain, prohibit 
or delay the transactions contemplated by tha Option Agraamants, ( l i ) 
except for tha Voting Trust, seeking to restrain, prohibit or delay 
Parent's, Purchaser's or any of their subsidiaries' otmership or operation 
of a l l or any material portion of the business or assets of the Coapany and 
i t s siibsidiarias, taken aa a whole, or to compel Parent or any of I t s 
aubsldiarias to dispose of or hold separate a l i or any material portion of 
tha business or assats of tha Conpany and i t s subsidiaries, taken as a 
whole, ( l i i ) except for the Voting Trust, seeking to Inposa or confirm 
material limitations on the ability of Parant, Purchaser or any of thair 
subsidiaries or a f f i l i a t e s affectively to exercise full rights of ownership 
of tha Conmon Sharas, including, without limitation, the right to vote any 
Conmon Shares acquirad or owned by Parent, Purchaser or any of thair 
•ubsidlaries on a l l matters properly presented to the Company's 
sharaholdars, or (Iv) seeking to require divestiture by Parant or Purchaser 
or any of thair subaldiarias of any Conmon Shares, in the c^sa of any of 
(1) through (iv) above, which actions or proceedings are reasonably l i k e l y 
to have a material adverse effect on Parent; or 

(b) there shall ba any action taken, or any statute, rule, regulation. 
Injunction, order or decree enacted, enforced, promulgated, issued or 
deemed applicable to the transactions contam(-latcd by the Offer or the 
Merger Agreamant, by or before any court, governmont or govarrtmental 
authority or agency, domestic or foreign, that, directly or indirectly, 
results In any of tha consequences referred to in paragraph (a) above; or 
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(c) p r i o r to the expiration of the Offer there shall not have been 

val'dly tendered and not withdrawn an aggregate of at lea t 17,860,124 
Shares; or 

(d) the Board of Directors of the Company shall have wlthdravm, 
modified or changed i n a manner adverse to Parent or Purchaser i t s approval 
or reconmendation of the Offer or the matters to be considered at the 
Company Shareholders Meetings or shall have reconmended a Takeover Proposal 
(as defined i n the Merger Agreement) or other business combination, or tha 
Company shall have entered into an agreement i n p r i n c i p l e (or s i m i l a r 
agreement) or d e f i n i t i v e agreement providing for a Takeover Propo.ial or 
other business combination with a person or e n t i t y other than Parant or 
Purchasar (or the Board of Directors of the Company resolves to do any of 
tha foregoing); or 

(a) the Company shall hava breached or f a i l e d to observe or perform i n 
any material respect any of i t s covenants or agreements under the Merger 
Agreement, or any of the rapri-scntations and warranties of the Company set 
forth i n the Merger Agreement shall not be true and accurate both when made 
and as of the date of consunmation of the Offer, as i f made at and as of 
such time (except to the extent expressly made as of an e a r l i e r date. In 
whi'-h c-^a as of such date), except where the breach or f a i l u r e to observe 
or perform .-uch covenants or agreements, or the f a i l u r e of such 
representacit-ns and warranties to be so true and correct (without giving 
effect to any l i m i t a t i o n as to "ma t e r i a l i t y " or " material aIvarse e f f e c t " 
set f o r t h t h e r e i n ) , does .not have, and i s not l i k e l y to have, i n d i v i d u a l l y 
or i n tha aggregate, a materia) adverse effect on the Conpany; or 

(f ) tha 'iergei Agreement shall have been terminated i n accordance with 
i t s terras; oi 

(g) Parent or Purchaser shall not have obtained s u f f i c i e n t financing, 
on terms reasonably acceptable to Parent, to enable consunmation of the 
Offar and the Merger; 

The foregoing conditions are for the sole benefit of Parent and Purchaser 
and may be asserted by Parant or Purchaser regardless of the circumstances 
giving rise to any such condition (including any action or omission by Parent or 
Purchaser not inconsistent with the terms of the Merger Agreement) or may be 
waived by Parent or Purchaser i n whole or i n part at any time and from time to 
time in t h e i r reasonable discretion (subject to Section 1.1(a) of the Merger 
Agreement — see Section 1). The f a i l u r e by Parer.t or Purchaser at any time to 
exercise any of the foregoing righ t s shall not be deemed a waiver of any such 
r i g h t ; the waiver of any such right with respect to pa r t i c u l a r facts and othar 
circumstances shall not be deemed a waiver with respect to any other facts and 
circumstances; and each such right shall be deemed an ongoing r i g h t that may be 
asserted at a.ny time and from time to time. 

16. CERTAIN LEGAL MATTERS; REGULATORY APPROV'i,S. 

General. Except as otherwise dlsclosaa herein, based on representations 
and warranties made by the Company In the Merger Agreement and t review of 
publicly available infonr^ation by the Conpany with the SEC, neitr.er Purchaser 
nor Parent i s aware of (1) any license or regulatory permit that appaar.i to be 
material to the business of the Company and I t s subsidiaries, taken as a whole, 
that n.ight be adversely affected by the acquisition of Sharas by Parant or 
Purchaser pursuant to the Offer or the Merger, respectively, or ( i i ) any 
approval or other action by any governmental, administrative or regulatory 
agency or authority, domestic or foreign, that would be required for the 
acquisition or ownership of Shares by Parent or Purchaser as contemplated 
herein. Should any such approval or othar action be required, Parant and 
Purchaser currently contemplate that such approval or action would be sought. 
While Purchasar does not currently Intend to delay the acceptance for paymant ot 
Shares tendered pursuant to the Offer pending the outcome of any such matter, 
there can be no assurance that any such approval or action, i f needed, would ba 
obtained or would be obtained without substantial conditions or that adverse 
consequences might not result to the business of the Company, Purchasar or 
Parent or that certain parts of the businesses of the Company, Purchasar or 
Parent might not have to be disposed of i n tha event that such approvals were 
not obtained or any other actions were not taken, 
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Purchaser's obligation under the Offer to accept for payment and pay for Shares 
i s subjact to certain conditions. See Section 15. 

Antitrust. Under the r.. Act and the rulas that have baen promulgated 
thereunder by the FTC, certain acquisition transactions may not be consunmated 
unless certain information has been furnish d to the Antitrust Division of the 
Department of Justice (tha "Antitrust Division") and the FTC and certain waiting 
period requirements have been satisfied. T.-.e notice and waiting period 
requirements of the HSR Act do not apply to tha Merger, provided that 
infonnation and documentary material filed with the STB in connection with the 
aaaking of STB approval of the Merger are contemporaneously filed with the 
Antitrust Division and tha FTC. Parent intends to conply with these 
contamporanaous f i l i n g requirements and therefore believes that the notice and 
waiting period raqulramants do not apply to the Merger. Parent and Purchasar 
believe that the Offer, the Merger and the Company Option Agreement are not 
subject to, or arc exempt from, the HSR AcL. Parent and Purchaser will request 
tha Premerger Notification Office of the FTC to confirm this understanding. See 
Section 15. 

STB Matters; The Voting Trust. Certain activities of subsidiaries of the 
Company ara regulated by tha STB. Provisions of subtitle IV, t i t l e 49 of the 
United States Coda require approval of, or the grant;ing of an ex mption from 
approval by, the STB for the acquisition of control of two or more carriers 
subjact to tha jurisdiction of the STB ("Carriers") by a parson that i s >not a 
Carrier and for the acquisition or control of a Carrier by a person that i s not 
a Carriar^but that controls any number of Carriers. £TB approval or axanption Is 
required for, among other things. Purchaser's acquisition of control of the 
Conpany. Parent and Purchaser do not believe that tha grant of tha Conpany 
Option by tha Conpany to tha Purchaser, whethar or no* Purchaser acquires Shares 
purauant te tha Offar, would give Parent and i t s a f f i l i a t e s control of the 
Coo%>any. Parant and Purchasar do not believe that either th* STB or i t s 
praoecassor has ruled on whether tha grant of an option can in any circumstance 
confor control of the issuer. There •xn be no assurance, however, that th* STB 
t#oulo not find that the grant of the Company Option would give Parent and I t s 
affi l . a t a s control of tha Company. Parent and Purchaser do not believe that 
otmarshlp by Purchasar of tha Shares tc be purchased pursuant to tha Offar or 
tha Coi.ipany Option Agreement would give Parent and i t s a f f i l i a t e s control of the 
Conpany and i t s a f f i l i a t e s . Nonetheless, Purchasar intnnds, simultaneous with 
tha acquisition of the Shares pursuant to the Offer and the Company Option 
Agraamani:, to deposit tha Sharas purchased pursuant to the Offer and the Option 
Agraanant In the Voting Trust In order to ensure that Parent and I t s a f f i l i a t e s 
do not acquire and directly or indirectly exercise control over the Conpany and 
i t s a f f l l i i i t e s prior to obtaining necessary STB approvals or exanptlons. STB 
approval ot th* proposed Merger i s not a condition to the Offer. The Offar i s 
conditioned upon tha Issuance by the staff of the STB o. an informal, nonbinding 
opinion, witnout tha imposition of any conditions unaccaptable to Purchasar, 
that tha use of tha Voting Trust i s consistent with tha policies of the STB 
against unauthorized acquisitions of control of a regulated carrier. Parant will 
request tha staff of tha STB to issue such an opinion. Under STB regulations 
that have been in effect since 1379, the STB staff has the power to Issue such 
opinions. The proposed Voting Trust Agreement I s modeled closely upon voting 
trust agreements that have been approved by the STB. However, there can l>e no 
assurance that the STB w i l l not seek changes in, or request public conmcnt 
regarding, the Voting Trust Agraement. See "The Merger Agraement; Othar 
Agraamants — Voting Trust Agreement." 

It i s possible that the Department of Justice or railroad conpetitors of 
Parant and tha Conipany, or others, may argue that Purchasar should not ba 
permitted to use the voting trust mechanism to acquire Shares prior to final STB 
approval of the acquisition of control of the Company. Purchaser believes i t i s 
unlikely that such arguments would prevail, but there can be no assurance in 
this regard, nor car. there be any assurance that i f such arguments are made, i t 
wil l not cause delay in obtaining a favorable STB staff opinion regarding the 
Voting Trust Agreamart. 

Pursuant to tha terms of tha Voting Trust Agrlament, i t i s expected that 
tha Trustee would hold such Shares until (i) the receipt of STB approval or ( l i ) 
tha Shares are dispose 1 of. The Voting Trust Agreement that has been submitted 
to the staff of the STb for approval provides that Trustee will have sole power 
to vote the Shares in the Trust, will vote those Sharas In favor of the Merger 
and, so long as the Merqer Agreement Is In effect, against any other acquisition 
transaction, will vote the Shares in favor of any permitted disposition of the 
Shares and, on a l l other matters, will i-ote the Shares in proportion to the vote 
of a l l other shareholders of 
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the Conpany. The Voting Trust Agreement contains c e r t a i n other terms and 
conditions designed to ensure that neither Purchaser nor Parent w i l l control the 
Coapany during the pendency of the STB proceedlrvgs. In addition, the Voting 
Trust Agreement provides that Purchaser or i t s successor i n interest w i l l be 
e n t i t l e d to receive any such dividend paid by the Conpany. 

STB Matters; Acquisition of Control. Set f o r t h below i s information 
r e l a t i n g to approval by the STB of the acquisition of control over the Company 
by Parent and Purchaser. On or before March 1, 1997 (but not before January 15, 
1997), Parent, the Company and various of t h e i r a f f i l i a t e s plan to f i l e an 
application ;the "STB Application") seeking approval of the STB for the 
acquisition of control over the Conpany and i t s a f f i l i a t e s by Parent and i t s 
a f f i l i a t e s , the Merger, and related transactions. Under applicable law and 
regulations, the STB w i l l hold a public hearing on such application, unless i t 
determines that a public hearing Is not necessary i n the public Interest, In 
ru l i n g on the STB Application, i t i s expected that the STB w i l l consider at 
least the following: (a) the effect of the proposed control transaction on -he 
adequacy of transportation to the public; (b) the e f f e c t on the public Interest 
of including, or f a l l i n g to include, other r a i l c a r r i e r s i n the area Involved In 
the proposed transaction; (c) the t o t a l fixed charges that result from the 
proposed transaction; (d) the Interest of r a i l c a r r i e r employees affected by the 
proposed transaction; and (e) whether the proposed transaction would have an 
adverse e f ' ^ c t on competition among r a i l c a rriers i n the affected region or i n 
the national r a i l system. The STB has the a u t h o r l t " t o Impose conditions on i t s 
approvzl of a control transaction to a l l e v i a t e competitive or other concerns. I f 
such conditions are imposed, the applicants can ele c t to consunmate the control 
transaction subject to the conditions or can elect not to consunmate the 
transaction. Parent has indicated a willingness t o agree to conditions to 
preserve r a i l competition where Parent and the Company are the only r a i l 
conpetitors. The obligations of Parent and Purchaser to consunmate the Merg«f 
are conditioned upon, among other things, the Issuance by the STD of a decision 
(which decision shall not have been stayed or enjoined) that (A) constitutes a 
f i n a l order approving, exempting or otherwise authorizing consunmation of the 
Merger and a l l other transactions contemplated by the Merger Agreement and the 
Option Agreements (or subsequently presented to the STB by agreement of Parent 
anti the Conpany) as may require such authorization and (B) does not (1) change 
or disapprove of the consideration to be given in the Merger or other material 
provisions of A r t i c l e . ' I of the Merger Agreement or (2) inpose on Parent, the 
(kxipany or any of th e i r respective Subsidiaries (as defined i n the Merger 
Agreement) any other tenns or conditions (including, without l i m i t a t i o n , labor 
protective provisions but excluding conditions heretofore imposed by the 
Interstate Coamercc Conmission i n New York Dock Railway - Control -- Brooklyn 

Eastern D i s t r i c t , 360 I.C.C. 60 (1979)) that m a t e r i a l l y and adversely a f f e c t the 
long-tenn benefits expected to be received by Parent from the transactions 
contemplated by the Merger Agreement or the Coapany Option Agreement. There i s 
no assurance that STB approval w i l l be obtained or obtained on tenns that would 
be acceptable to Parent. See "— Merger Agreement — Conditions to the Merger 
in Section 13. 

Three of the fi v e factors l i s t e d above are, i n Parent's view, unlikely t o 
afreet whether the STB Applicatior i s approved by the STB. Aa to factor (b) 
— inclusion of other carriers — the STB disfavors t h i s remedy, i t has r a r e l y 
been requested, and Parent believes i t i s u n l i k e l y to requested by any 
tai-.road in a Parent/Company proceeding. As to factor (c) " ' t f e c t »" " " ^ 
cha-ges - the capital structure of the resulting coapany w i U be s u f f i c i e n t l y 
s t o n g that t h i s factor i s u n l i k e l y , i n Parent's view, to be given weight by the 
',rB i n deciding whether to approve a combination of the Company and Parent. As 
to factor (d) — the interest of affected c a r r i e r employees — the STB has 
adopted a standard set of labor protective conditions — the New York Dock 
conditions referred to stove - which i t Imposes i n r a i l merger and control 
transactions, and Parent expects that those conditions would be imposed upon a 
merger of Purchaser aru the Company and that t h i s would not affect approval of 

the transaction. 

The remaining two factors - factor (a) - e f f e c t on the adequacy of 
transportation - and factor (e) - ef f e c t on r a i l conpetitlon - are ref l e c t e d 
in t h r p u b l l c interest balancing test that the STB applies i n reviewing r a i l r o a d 
mergers l i k e the proposed combination of Parent and the Company. On the one 
hand, the STB considers the public benefits of the transaction i n terms of 
better service to shippers, e f f i c i e n c i e s , cost savings and the l i k e . On the 
other hand, the STB considers any public harms from the transaction. The 
pri n c i p a l hana of concern to the STB, and the p r i n c i p a l issue that i s l i k e l y t o 
be raised by parties opposing 

46 

56 



49 

approval of a merger of Purchaser and the Conpany or seeking the inposition of 
conditions thereto, i s reduction in compatlLlon. In applying tha public Intarnst 
balancing teat, tha STB i s guided by Congress' intent to encourage mergers, 
consolidations, and joint use of f a c i l i t i e s that tend to rationalize and inprove 
tha Nation's r a i l system. 

In light of the policies of the STB expressed in i t s recent decision 
relating to tha combination of tha Union Pacific and Southern Pacific Railroads, 
in connection with the Merger and upon i t s consunmation, Parant and tha Conpany 
ara willing to provicie competitive access to another railroad in those 
situations vrhare Parant and tha Conpany now are tha only r a i l competitors. Such 
access may take the form of grant of trackage rights ovar r a i l properties, or 
othar forms, any of which could diminish the value to Parent or the Surviving 
Corporation of i t s r a i l properties. Tha Identity of the railroad or railroads 
that w i l l ba provided such conpatitive access, the forms I t w i l l take, and tha 
tama and conditions that t»ould apply thereto hav* not baan determined and w i l l 
ba subject to negotiations. Ihe STB may Inpose and enforce those arrangements, 
whan reached, as conditions to i t s approval of the Merger and may require tha 
nodification of such arrangements or require other arranganants regarding r a i l 
oatcfietition or othar aspects of tha public interest, which could be more 
burdansoma, as conditions to i t s approval of tha Merger. 

Parant and tha Conpany intend to present to tha STB thair case that tha 
acquisition of control of the Company by Parant satisfies the public Interest 
balancing teat. F i r s t , Parant and the Company will seek to show that a 
combination of tha Company and Parant has significant public benefits. Second, 
Parant and tha Coapany will seek to show that a combination of tha Coapany and 
Parant, aapacially with conpatitlon-prasarving conditions that Parant i s 
prepared to agree to, will have no significant adverse effect on r a i l 
coapatltion, and indeed will strengthen such coapetition. While Parent and tha 
Coopany w i l l seek to present a highly persuasive case, there can be no assurance 
that tha STB Application will not be denied, or will not ba grantad subjact to 
conditions that ara so onerous that the Merger i s not consummated. 

Under existing law, the STB i s required to enter a final order with raspact 
to tha STB Application within approximately 15 months after such application i s 
accepted. However, the STB can procass such cases more quickly. Parent, tha 
Coapany and various of thair a f f i l i a t e s plan to ask tha STB to adopt a nora 
expedited schedule. Under existing law, othar railroads and other interested 
parties may seek to intervene to oppose the STB Application or to seek 
protective conditions in the event approval by the STB i s grantad. In addition, 
any appeals from the STB final order might not be resolved for a substantial 
period of tine after the entry of such order by the STB. 

Pending receipt of tha STB approval, i t I s expected that tha business and 
oparations of the Conpany trtll ba conductad In the usual and ordinary course of 
business, and the Company's enployees and management will continue in their 
present positions. 

State Takeover Statutes. A number of states throughout the United States 
hav* enacted takeover statutes that purport, in varying degrees, to ba 
applicable to attaapts to acquire securities of corporations that ara 
incorporated or have assats, shareholders, executive offices or places of 
business in such states. In Edgar v. Mite Corp., the Supreme Court of the United 
States held that tha I l l i n o i s Business Takeover Act, t<hlch Involved state 
•acurltias laws that mad* tha takeover of certain corporations nora d i f f i c u l t , 
Inposed a substantial burden on interstate comnarce and therefore was 
unconstitutional. In CTS Corp. v. Dynamics Corp. of America, hotravar, the 
Supreme Court of the United Stati s held that a sts. a may, as a matter of 
corporate law and. In particular those laws concerning corporate governance, 
constitutlonallY disqualify a po' entlal acquiror from voting on the affairs of a 
target corporation without prior approval of tha remaining shareholders, 
provided that such laws were applicable only under certain conditions. 

Tha Pennsylvania Takeover Disclosure Law ("PTDL") purports to regulate 
certain attenpt.-i to acquire a corporation which (1) i s organ! ̂ ao und«r the laws 
of Pennsylvania or (2) i,..s i t s principal place of business and substantial 
assats located in Pennsylvania. The PTDL requires, among othar things, that the 
offeror, 20 days prior to any takeover offar, f i l e a registration statement for 
tha takeover offer with the Pennsylvania Securities Conmission (the "PSC") and 
publicly disclose the offering price of the disclosed offar. However, In Crana 
Co. V. Lam, 509 F. Supp. 782 (E.D. Pa. 1981), the United States District Court 
for tha Eastern Lii.-trict of Pennsylvania preliminarily enjoined, on grounds 
arising under tha Un.tad States Constitution, 
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enforcement of at least the p o r t i o n of the PTDl in v o l v i n g t h * p r e - o f f e r w a i t i n g 
period thereunder. Section 8(al of the PTDL provides an exemption f o r any o f f e r 
to purchase s e c u r i t i e s as to which the board of d i r e c t o r s of the target company 
reconmends acceptance to i t s shareholders, i f at the time such reconmendation i s 
f i r s t communicated to shareholders the o f f e r o r f l i e s w i t h the PSC a copy of the 
Schedule 14D-1 and c e r t a i n other information and materials. Including an 
undertaking to n o t i f y s e curity holders of the targ e t conpany that a notice has 
been f i l e d w i t h the PSC which contains subs t a n t i a l a d d i t i o n a l Information about 
the o f f e r and which i s available f o r Inspection at the PSC's p r i n c i p a l o f f i c e 
during business hours. While reserving and not waiving I t s r i g h t t o challenge 
the c o n s t i t u t i o n a l i t y or v a l i d i t y of the PTDL, i t s a p p l i c a b i l i t y t o the Offer or 
the j u r i s d i c t i o n of the PSC, Purchaser i s making such a f i l i n g w i t h the ?SC i n 
order to q u a l i f y for such exemption from the PTOL. Ad d i t i o n a l informatior. about 
the Offer has been f i l e d w i t h the Pennsylvania Securities Commission pursuant to 
the PTDL and Is available f o r Inspection at the Pennsylvania Securities 
Conmission's o f f i c e at Eastgate O f f i c e B u i l d i n g , S.cond Floor, 1010 North 7th 
Street, Harrisburg, PA 17102-1410, during business ^ours. 

Chapter 25 of the Pennsylvania Law contains other provisions r e l a t i n g 
generally to takeovers and a c q u i s i t i o n s of c e r t a i n p u b l i c l y owned Pennsylvania 
corporations such as the Conpany t h a t have a class or series of shares e n t i t l e d 
to vote generally In the e l e c t i o n of d i r e c t o r s registered under the Exchange Act 
(a "registered corporation"). The f o l l o w i n g discussion i s a general and h i g h l y 
abbreviated sunmary of c e r t a i n features of such chapter, i s not intended to be 
conplete or to completely address p o t e n t i a l l y applicable exceptions or 
exemptions, and i s q u a l i f i e d i n i t s e n t i r e t y by reference t o the f u l l t e x t of 
Chapter 25 of the Pennsylvania Law. 

In addition t o other provisions not applicable to the Offer or the Merger, 
Subchapter 25D of the Pennsylvania Law includes provisions r e q u i r i n g approval of 
a merger of a registered corporation w i t h an "Interested shareholder" i n vh ich 
the "Interested shareholder" i s t r e a t e d d i f f e r e n t l y ftom other shareholders, by 
the a f f i r m a t i v e vote of the shareholders e n t i t l e d t o cast at least a m a j o r i t y of 
the votes that a l l shareholders other than the interested shareholder are 
e n t i t l e d to cast w i t h respect to the transaction without counting the votes of 
the Interested shareholders. This d i s i n t e r e s t e d shareholder approval rcquirenent 
i s not applicable to a transaction ( I ; approved by a vote of the board of 
d i r e c t o r s , without counting the votes of d i r e c t o r s who are d i r e c t o r s or o f f i c e r s 
of, or who have a material equity I n t e r e s t i n , the Interested shareholder, ( i i ) 
i n which the consideration to be received by shareholders i s not less than the 
highest amount paid by the Interested shareholder i n acquiring his shares, or 
( i l l ) effected without submitting the Merger to a vote of shareholders as 
permitted i n Section 1 9 2 4 ( b ) ( 1 ) ( i l ) of the Pennsylvania Law. Purchaser believes 
that the d i s i n t e r e s t e d shareholder approval requirement of Subchapter 25D w i l l 
not be applicable to the contemplated Merger because of p r i o r d i s i n t e r e s t e d 
Conpany Board approval. 

Subchapter 25E of the Pennsylvania Law, which addresses " c o n t r o l 
transactions," requires under c e r t a i n circumstances any person who acquires at 
least 20% of the voting power of a reg i s t e r e d corporation, upon w r i t t e n demand 
from any shareholder, to purchase f o r cash up t o the balance of the voting 
shares of the corporation at the p r i c e determined under the s t a t u t e , which may 
not be less than the highest price per share paid by the c o n t r o l l i n g percon or 
group at any time during the 90-day period ending on and i n c l u d i n g the date of 
the c o n t r o l transaction, plus, to the extent not r e f l e c t e d i n such pr-ce, an 
increment representing a proportion of any value payable f o r a c q u i s i t i o n of 
control of the corporation. A " c o n t r o l t r a n s a c t i o n " would occur i f , without the 
Fennsylvania Shareholder Approval, Purchaser were to acquire v o t i n g power over 
20% or mere of the Shares pursuant t o the Offer, the Company Stock Option 
Agreement or otherwise (except In the Merger). Because Purchaser Intends t o 
acquire less than 20% of the voting power of the Company u n t i l such time as the 
Pennsylvania Shareholder Approval i s obtained. Subchapter 25E would not be 
applicable. See Section 13, 

Subchapter 25F of the Pennsylvania Law p r o h i b i t s under c e r t a i n 
circumstances c e r t a i n "business combinations," including mergers and sales or 
pledges of s i g n i f i c a n t assets, of a registered corporation w i t h an " i n t e r e s t e d 
shareholder" for a period of f i v e years. Subchapter 25F exempts, among other 
things, business combinations approved by the board or d i r e c t o r s p r i o r t o a 
shareholder becoming an interested shareholder. Since the Board of Directors of 
the Conpany approved the Merger p r i o r t o such time as Parent and Purchaser 
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may b* deemed to have become an interested shareholder. Purchaser believes that 
Subchaptar 25F I s not applicabi* to the contenplated Merger. 

Subchapter 25G of the Pennsylvania Law, relating to "control-^hara 
acquisitions," p,'events under certain clrcunu'tanca* the owner of a control-share 
block of sharea of a registered corporation fron. voting such shares unless a 
majority of tha "disinterested" sharea approve such voting rights. Failure to 
obtain such approval may result In a forced sale by the control-share owner of 
the control-shara block to the corporation at a possible loss. Tne Company 
Articles specifically provide that Subchapter 25G does no: apply to tha Conpany. 

Subchapter 25H of the Pennsylvania Law, relating to disgorgement by certain 
controlling shareholders of a registered corporation, provides that under 
certain circumstances any profit realized by a controlling parson from the 
disposition of sharas of tha corporation to any person (including to the 
corporation under Subchapter 25G or otherwise) will be recoverable by the 
corporation. The Company Articles specifically provide that Subchapter 25H docs 
not apply to the Company. 

Subchapter 251 of the Pennsylvania Law entitles "eligible employees" of a 
registered corporation to a lump sum payment of severance comiocnsatlon under 
certain circumstances I f the employee i s tenninated, other thtn for w i l l f u l 
misconduct, within two years aftei' voting rights lout as a result of a 
control-share acquisition are restored by a vote of disinteresved shareholders 
("Control-sh.tre Approval") or, in lhe event the termination was accomplished 
pursuant to in agreement, arrangement or uncierstanding with tha acquiring 
person, within 90 days prior to Control-share Approval. Subchapter 25J cf 
Pennsylvania .>w providas protection against termination or Impairment under 
certain circunstances of "covered lebor contracts" of a registered corporation 
as a result of a "business combination* transaction I f the business operation to 
which the covered labor contract relates was owned by the registered corporation 
at tha time voting rights aro restored by shareholder vote after « control-share 
acquisition. Subchapters I and J apply only in the event of a "control-share 
acquisition" spscified In Subchapter G. The Company Articles specifically 
provide that Sui>chapter G does not apply to the Company. 

Section 25C4 of tho Pennsylvania law provides that the applicability of 
Chapter 25 of the Pennsylvania Law to a registered corporation having a class or 
series of sharas entitled to vote generally in th* *l*ctlon of directors 
ragistered under the Exchange Act or otherwise satisfying th* definition of M 
raqistercd corporation under Section 2!02(1) of the Pennsylvania La'> shall 
tej-minate imnedittcly upon the termination of the status of tha corporation as a 
registered corporation. Purchaser intands to s**k to cause tha Conptiny to 
terminate the registration of the Shares under the Exchange Act aa soon after 
consunmation of tna Merger as tha requirements for termination of thti 
registration of t i e Conmon Sharas a r j met. 

Except for tna f i l i n g pursuant to Section 8(a) of the PTDL dcscitlbad above, 
neither Purchasar nor Parant has currently complied with any state tiikaovar 
statute or regulation. Purchaser reserves the right to challenge the 
applicability or validity of any state law purportedly applicable to cha Offar 
or the Merger and nothing in this Offer to Purchaser or any action t<i(an In 
connection with t i e Offar or tha Merger i s Intended as a waiver of si. :h right. 
I f i t i s assarted that any state takeover statute i s spplicabla to th) Offer or 
the Merger and an appropriate court docs not detennine that i t i s inai>plicabl* 
or invalid as applied to the Offer or the Merger, Purchasar might be required to 
f i l e certain information trtth, or to racai 'e approvals from, the rcle 'ant state 
authorities, and Purchasar might ba unable to accept for payment or p ly for 
Sharas tanciercd pursuant to the Offer, or be d*lay*d in conrjummating h* Off*r 
or th* M*rg*r. In such casa, purchasar may not ba obliged to accept for payment 
or pay for any Sharas tendered pursuant to tha Offar. 

A number of oi.har states hav* adopted laws and regulations applicable to 
attempts to acquiro sacuritias of corporations which arc incorporated, or hava 
substantial assets, shareholders, principal executive offices or principal 
places of business, or whose business operations otherwise have substantial 
economic effects, in such states. In 1982, in Edgar v. MITE Corp., the Suprona 
Court of the United States invalidated on constitutional grounds tha I l l i n o i s 
Business Takeover Statute, which, as a matter of state securities law, made 
takeovers of corporations meeting certain requirements more di f f i c u l t . 4ow«vcr, 
in 1987 in CTS Corp. v. Dynamics Corp. of America, the Suprcnx Court held that 
tha State of Indiana may, <>s a matter of corporate law, and, in particular, with 
raspact to those aspects of corporate law concerning corporate govcrnano, 
constitutionally disqualify a potential acquiror from voting on tha affairs of a 
target corporation without the prior approval of 
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tha remaining shareholders. The state law before the Supreme Court was by I t s 
terms applicable only to corporations that had a substantial nunbar of 
sharaholdars in th* state and ware incorporated there. 

The Company, directly or through subsidiaries, conducts business In a 
nun^r of states throughout the United States, some of which have enacted 
tdkaovcr laws. Purchasar does not know whether any of these laws w i l l , by their 
terms, apply to tha Offar and has not complied with any such laws. Should any 
parson seek to apply any state takeover law, Purchasar will take such action as 
than appears desirable, which may include challenging the validity or 
applicability of any such statute in appropriate court proceedings. In the event 
i t i s assarted that one or more state takeover laws are applicable to tha 
Transaction, and an appropriate court does not datarmin* that auch law I s , or 
such laws ar* Inappllcabl* or Invalid as applied to the Offar, Purchasar might 
ba required to f i l e certain information with, or receive approvals frani, the 
relevant state authorities. In addition, i f enjoined. Purchaser might be unable 
to accept for paymant any Shares tendered pursuant to tha Offer, or ba delayed 
in continuing or consunmatltig thu Offer. In such casa, Purchasar nay not ba 
obligated to accept for payment any Shares tendered. Sec Section 15. 

17. FEES AND EXPENSES. Wasserstein Perella 4 Co., Inc. ("Wasserstein 
Perella"! i s acting as tha Dealer Manager in connection with th* Off*r and l a 
acting as financial advisor to Parant in coinactlon with I t s acquisition of tha 
Conpany. Paren' as agreed to pay Wasserstein Perella for i t s services in 
conjunction with ^he Offar and other transactions contemplated by the Merger 
Agraamant an aggregate fee (the "Transaction Fee") of $19 million. The f i r s t 
$2.85 million of the Irans<^ctlon Fee was payable upon the public announcement 
that the Company and Parent had entered Into the Merger Agre«mcnt. 
An additional $2.85 million of the Transaction Fee and an additional $5.7 
nillio n of the Iransaction Fee ara payable upon conpletion of certain •v*nts 
with r*sp*ct to th* Transactions. Tha remaining unpaid balance of tha 
Transaction Fee Is payabl* upon th* closing of th* Merger. I f th* Merger 
Agraamant Is terminated or abandoned prior to tha consunmation of an acquisition 
transaction, and Parant or Purchasar r*c*iv*s a termination fee in connection 
with such termination or abandonment, then, inmediataly following Parent's 
receipt of such termination fee, Wasserstein Perella will receive an additional 
faa of $5 million; provided that auch additional f*a shall hava credited against 
I t certain prior payments. Parant has agreed to reimburse Wasserstein Perella 
for i t s out-of-pocket expanses, including the fees and expanses of i t s legal 
counsel, incurred in connection with i t s engagement, and to indemnify 
Massarstain Perella and certain related isarsons against certain l i a b i l i t l a s and 
expanses In connection with i t s engagement, including certain l i a b i l i t i e s uitder 
the federal aacuriti.s laws. 

Wasserstein Perella has rendered various investment banking and other 
advisory services to Parent and I t s af f i l i a t e s in tha past and Is expected to 
continue to render auch services, for which i t has received and wi l l continue to 
receive customary conpensation from Parant and i t s a f f i l i a t e s . In the ordinary 
course of business, Wassarstain Perella and i t s a f f i l i a t e s may actively trade 
the dabt and equity securities of Parent and i t s a f f i l i a t e s and the Conpany for 
their own account and for tho accounts of customers and, accordingly, may at any 
time hold a long or short position in such securities. 

Purchasar has retained MacKanzie Partners, Inc. to act as tha Information 
Agent in connection with tha Offer. Tha Information Agent may contact holders of 
Sharas by nail, telephone, facsimile, telegraph and personal interviews and may 
request brokers, dealers and othar nominee shareholders to forward materials 
relating to the Offer to beneficial owners of Sharas. Tha Information Agent wili 
receive reasonable and customary ccnpansatlon for i t s services, w i l l b* 
r*iii^'jrs*d for certain raasonabla out-of-pocket expenses and wi l l ba indemnified 
against certain l i a b i l i t i e s and expanses in connection therewith, including 
certain l i a b i l i t l a s under the federal securities laws. 

In addition, IBJ Schroder Bank t Trust Conpany has baan retained as the 
C«posltary- The Depositary has not baan retained to make solicitations or 
recoamendations in I t s role as Depositary. The Depositary will r*c*lv* 
reasonable ^nd customary conpensation for i t s services, will be reimbursed for 
curtain reasonable out-of-pocket expansaj and w i l l be Indamnifiad against 
certain l i a b i l i t i e s and expanses in connection therewith, including certain 
l i a b i l i t l a s under the federal securities laws. 

Except as set forth above, Purchasar will n̂.•• pay any fees or commissions 
to any broker or dealer or any other person for soliciting tenders of Sharas 
pursuant to tha Offar. Brokers, dealers, conmercial banks tnd 
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trust companies w i l l , upon request only, be reinbursed by Purchaser for 
customary mailing and handling expenses incurred by theaa in forwarding autcrial 
to their customers. 

18. msCELLAHEOU''. Purchaser i s not aware of any jurisdiction ««here the 
making of the Offer \a proaibited by any administrative or judicial action 
pursuant to any valid state statute. I f Purchaser becomes aware of any valid 
state statute prohibiting the making of the Offer or the acceptance o£ the 
Shares pursuant thereto, Purchaser wi l l make a good faith effort to comply with 
such state statute. I f , after such good faith effort. Purchaser cannot com}>ly 
with any such state statute, the Offer wi l l not be made to (nor w i l l tender.^ be 
accepted from or on behalf of) the holders of Shares in such state. In any 
jurisdiction where the securities, blue sky or other laws require the Offer t.-> 
be made by a licensed broker or dealer, the Offer shall be deemed to be made on 
behalf of Purchaser by one or more registered brokers or dealers which are 
licensed under the laws of such jurisdiction. 

NO PERSON HAS BEEN AUTHORIZED TO GIVE ANY INFORMATION OR MAKE ANY 
REPRESENTATION ON BEHALF OF PARENT OR PURCHASER NOT CONTAINED IN THIS OFFER TO 
PURCHASE OR IN THE LETTER OF TRANSMITTAL AND, I F GIVEN OR MADE, SUCH INFORMATIOM 
OR REPRESENTATION MUST NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED. 

Parent and Purchaser have filed with the S!5C the Schedule 14D-1, together 
with exhibits, pursuant to Rule 14d-3 of the General Rules and Rsgulations under 
the Exchange Act, furnishing certain additional information with respect to the 
Offer. The Schedule 14D-1, and any amendments thereto, may be inspected at, and 
copies may be obtained trom. the same places and in the same manner as set forth 
in Section 8 (except that they w i l l not be available at the regional offices of 
the SEC). 

GREEN ACQUISITION CORP. 

October 16, 1996 

SI 
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SCHEDULE I 

INFORMATION CONCERNING DIRECTORS AND EXECUTIVE 
OFFICERS OF PARENT AND PURCHASER 

1. Directors and Executive O f f i c e r s of Parent. The following table s e t s 
forth the name, business address, present p r i n c i p a l occupation, and employment 
and material occupations, positions, o f f i c e s , or employments for the past f i v e 
years of each d i r e c t o r and executive o f f i c e r of Parent. The ;)rincipal business 
address of each executive o f f i c e r of Parent i s One James Center, SOI E a s t Cary 
Street, Richmond, VA 23219. Unless otherwise indicated, each occupation set 
forth opposite an i n d i v i d u a l ' s name refers to employment with Parent. Where no 
date i s given for the commencement of the indicated o f f i c e or position, such 
o f f i c e or p o s i t i o n was assumed pr i o r to October 16, 1991. Directors are 
indicated by an a s t e r i s k . Each d i r e c t o r and executive o f f i c e r l i s t e d below i s a 
c i t i z e n of the United States. 

PRINCIPAL OCCUPATICW OR 
NAME AND CURRENT EMPLOYMENT; MATERIAL POSITIONS 
BUSINESS ADDRESS HELD DURING THE PAST FI'/E YEARS 

John Q. Anderson Executive Vice President, Sales and Marketing, CSX 
Transportation, Inc. ("CSXT") since May 1996. Prior thereto, 
Seniot Vice President — Coal, Metals and Minerals Business 
of Burlington Northern Santa Fe Corporation. 

Mark G. Aron Executive Vice President ~ Law and Public .affairs sine* 
April 1996. Prior thereto. Senior Vice President — Law ard 
Public Affairs. 

Elizabeth E, Bailey* John C, Howcr Professor of Public Policy and Management, The 
3620 Spruce Street Wharton School of the University of Pennsylvania. Director 
Philadelphia, PA 19104 of Honeywell, Inc, ard Philip Morris Companies, Inc. 

Director of Parant since November 1989. 
Robert L. Burrus, Jr.* Partner in and Chairman of McGuire, Woods, Battla t Boothe, 
One James Center a law firm. Director of Concepts Direct, Inc.; Heilig-Mcycrs 
901 East Cary Street Conpany; O'Sullivan Corporation; S*K Famous Brands, Inc. and 
Richmond, VA 23219 Smithfield Foods, Inc.; Director of Parent sinc.t April 1993. 

Alvin R. Carpenter President, CSXT since January 1992. Prior thereto. President 
of CSX Distribution Services, Inc. 

John P. Clancey President and Chief Executive Officer, Sea-Land i'.ervice Inc. 
("Sea-Land"). 

Donald D. Davis Senior Vice Pra-sident ~ Enployee Relations, CSXT sine* 
April 1992. Prior thereto. Senior Vice President •- Human 
Resources. 

Janes Enaer Executive Vice President — Corporate Planning and 
Development since April 1995. Prior thereto. Senior Vice 
President — Finance. 

Andrew B Fogarty Sanior Vice President — Finance t Planning, Sca-Lind since 
June 1996. Vice President — Audit and Advisory Services 
from February 1995 to Jun* 1996. Vic* President — Sxecutive 
Department. 

Paul R Goodwin Executive Vice President ~ Finance and thief finant ial 
Officer since April 1995. From Fabruary 1 95 to April 1995, 
Executive Vica President — Finance and Ac-ninistration, 
CSXT. Prior thereto. Senior Vice President -- Financ CSXT. 

Bruce C. Gottwald* Chairman and Chl*f Executive Officer of Ethyl Corpor ion, a 
330 South Forth Street worldwide prr^duccr of petroleum additives. Director of 
P 0. Box 2189 Albemarle Corporation; First Colony Corporation; Fi r j t 
Richmond, VA 23219 Colony Life Insuran:e Co.; James River Corporation aid 

Tredegar Industries, Inc. Director of Parent since Ajtrll 
1986. 

I - l 
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PRINCIPAL OCCUPATION OR 
NAME AND CURRENT EMPLOYMENT; MATERIAL POSITIONS 
BUSINESS ADDRESS HELD DURING THE PAST FIVE YEARS 

Robert J. Gross , Senior Vice President — Atlantic-AME since June 1996. Prior 
thereto, Sanior ^'ice President — Finance and Planning. 

Michael c. Hagan President ani Ch.ref Executive Officer, American Commercial 
Lines, l.ic. since May 1992. Prior thereto. President and 
Chief 0per8'..ing Officer of Anterican Conmercial Lines. 

John R. Hall* Chairmaii 'und Chief Executive Officer of Ashland Inc. 
JOO Ashland Dr. Director of Banc One Corporation; The Canada Life Assurance 
Russell, KY 41169 Ĉ jmpany? Humana Inc.; Reynolds Metals Company and UCAR 

Intemational Inc, Director of Parent since May 1994. 
Richard H, Klem Vice President — Corporate Strategy since May 1992. Prior 

thereto. Vice President — Economic Analysis and Corporate 
Strategy. 

Robert D. Kunisch* CSiairman, President and Chief Executive Officer of PHH 
11333 McCormick Rd. Corporation, provider of value added business services. 
Hunt Valley, MD 21031 including vehicle manager.ant services, real estate services, 

and mortgage banlcinq services. Director of Mercantile 
Bankshares Corporation and GenCorp. Director of Parent since 
October 1990. 

Hugh L. McColl Jr.* Chairman and Chief Executive Officer of NationsBank 
NationsBank Corporate Center Corporation, a bank holding company. Prior thereto. Chairman 
(3iarlo*:te, NC 28255 and Chief Executive O^ricer of NCNB Corporation, a 

predecessor of NationsBank C^orporation. Director of 
Jefferson-Pilot ftorporation; Jefferson-Pilot Lite Insurance 
Company; Ruddick Corooration and Sonoco Products Co. 
Director of Parent since February 1992. 

James W, McGlothlln* Chairman and Chief Executive Officer of The United Company, 
P,0. Box 1280 a d i v e r s i f i e d energy company. Director of Basset T-jmiture 
B r i s t o l , VA 24203 Industries, Inc. Director of Parent since Novembe.- 1989. 

Southwood J. Morcott* Chairman and Chief Executive Officer of Dana Corpontion, a 
<500 Dorr Street manufacturer of automotive and truck parts and provider of 
Toledo, OH 43615 commercial c r e d i t . Previously, (^airman. President and Chief 

Executive Officer of Dana Corporation. Director of Johnson 
Controls, Inc. and Phelps Dodge Corporation. Director of 
Parent since July 1990. 

Jesse R. Mohorovic Vice President — Executive Department since February 1995. 
From A p r i l 1994 to February 1995, Vice 
President — Corporate Conmunications of CTTX. Prior thereto. 
Vice President — Corporate Communications of Sea-Land. 

Richard E. Murphy Senior Vice Pre.-'ident — Corporate Marketing since 1996. 
From 1995 to 1996, Senior Vice President — Atlantic AME; 
Vice President — Pacific Services, from 1993-1995; p r i o r 
thereto. Vice President — Pacific Services, Sea-Land. 

Gerald L. Nichols Executive Vice President and Chief Operating Officer, CSXT 
since February 1995. Prior thereto. Senior Vice 
President — Administration of CSXT 

M. McNeil Porter Chairman, CSX Intermodal, Inc. since January 1996. Prior 
t h e r t t o . President and CEO of CSX Intermodal, Inc, 

C3tarles G, Raymond Senior Vice President — Operations, Sea-Land. 
Charles E. Rice* Chainnan and (Thief Executive Officer of Bamutt Bar.Xs, Inc., 

50 North Laura Street a bank holding comrany. Director of Spring Corporation. 
Jacksonville, FL 32202 Director of Paren*. since ; ^ r i l 1990. 
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NAME AND CURRENT 
BUSINESS ADDRESS 

PRINCIPU OCCUPATION OR 
EMPLOYMEVT; MATERIAL POSITIONS 
HELD DURING THE PAST FIVE YEARS 

Hi l l i a m C. Richardson* Preside; : and Chief Executive Officer of the W.K. Kellogg 
1 Michigan Avenue Foundatior, a major philanthropic i n s t i t u t i o n , since 1995. 
Battle Creek, MI 4 9017 Prior thersto. President of T.he Johns Hopkins University. 

Director o i Mercantile Bankshares Corporation and Mercantile 
Safe Deposit & Trust Company. Director of Parent since 
December 1992. 

James L. Ross Vice President and Controller, since October 1995. Prior 
thereto. Audit Partner, Ernst Young, LLP. 

Frank S. Royal* Physician. Director of Columbia/HCA Healthcare Corporation; 
1122 North 25th Street Crestar Financial Corporation; Chesapeake Corporation and 
Richmond, VA 23223 Dominion Resources, Inc. Director of Parent since January 

1994. 
John W. Snow* Chairman of the Board, President and Chief Executive Officer 

of Parent. Director of Circuit City Stores, Inc . ; 
NationsBank Corporation; Bassett Furniture Industries, Inc . ; 
Textron, Inc. and USX Corporation. Director of Parent «ince 
April 1988. 

Ronald T. Sorrow President and Chief Executive Officer of CSX Intermodal, 
Inc. since January 1996. Prior thereto. Vice 
President — Sales and Marketing of C J X Intermodal, Inc. 

Hil.>.iaji H. Sparrow Vice President — Financial Planning since February 1996. 
From May 1994 to February 1996, Vice President — Capital 
Budgeting. Prior thereto. Vice President t Treasurer. 

Michael J . Hard Ejiecutive Vice President, CSXT from May 1996. Senior Vice 
President — Finance, CSXT from April 1995 to May 1996. 
Prior thereto. General Manager — CsO Business Unit, from 
1994 to April 1995, and Vice President — Coal of CSXT. 

Gregory H. Heber Vice President and Treasurer 

2. D irec tors and Executive O f f i c e r s of Purchaser. Set f o r t h below are the 
name and pos i t ion with Purchaser of each d i r e c t o r and execut ive o f f i c e r of 
Purchaser . The p r i n c i p a l address of Purchaser and the current business address 
of each i n d i v i d u a l l i s t e d below i s One James Center, 901 E a s t Cary S t r e e t , 
Richmond, VA 23219. Each such person i s n c i t i z e n of the United S t a t e s . The 
present p r i n c i p a l occupation or employment ( in addit ion to the p o s i t i o n with 
Purchaser indicated below), and mater ia l occupations, p o s i t i o n s , o f f i c e s or 
employments for the past f i v e years of each person i s se t f o r t h i n Part 1 above 
(except for Alan A. Rudnick who.se p r i n c i p a l occupation s ince May, 1991 i s V i c e 
Pres ident — General Counsel 9nd Corporate S e c r e t a r y ) . D i r e c t o r s are indicav.ed 
by an a s t e r i s k . 

PRESENT POSITION 
NAME WITH THE PURCHASER 

Mark G. Aron* (General Counsel and Secretary 
Paul R. Goodwin* Chief Financial O f f i c e r and Treasurer 
Alan A. Rudnick Assistant Secretary 
John W. Snow* Chief Executive O f f i c e r 

1-3 

64 



57 

Facsimile copies of the Letter of Transmittal, properly con^pleted and duly 
signed, w i l l be accepted. The Letter of T.-ansmittal, c e r t i f i c a t e s for the Shares 
and any other required doct\ments should b i sent by each shareholder of the 
Company or his broker, dea.'.er, commerci.il bank, t r u s t cimpany or other nominee 
to the Depositary at one of i t s addresses set f o r t h bel^w: 

The Lepositary for the Offer i s : 

IBJ SCHRODER BANK i TRUST COMPANY 

By M a i l : 

P.O. Box 84 
Bowling Gr en Station 

New York, New York 10274-0084 
A t t n : Reorganization 
Operations Department 

By Facsimile Transmission: 

(212) 858-2611 
At t n : Reorganization 
Operations Departmer.t 

Confinn Facsimile by Telephone: 
(212) 858-2103 

By Hand or 
Overnight Delivery: 

One State Street 
New York, New York 10004 

At t n : Securities 
Processing Window, 

Subcellar One 

Any questions or requests for assistance or additional copies of the Offer 
to Purchase, the Letter of Transmittal and the Notice of Guaranteed Delivery may 
be directed to the Information Agent or the Dealer Manager at t h e i r respective 
telephone numbers and locations l i s t e d below. You may also contact your broker, 
dealer, commercial bank or t r u s t conpany or other nominee for assistance 
concerning the Offer. 

The Information Agent for the Offer i s : 

MACKENZIE PARTNERS, INC. 

156 F i f t h Avenue 
New York, New York 10010 

(212) 929-5500 ( c a l l c o l l e c t ) 
or 

CALL TOLL FREE (800) 322-2885 

The Dealer Manager for the Offer i s : 

WASSERSTEIN PERELLA 4 CO., INC. 

31 West 52nd Street 
New York, New York 10019 

Call Collect: 
(212) 969-2700 
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LETTER OF TRANSMITTAL 
TO TEKDER SHARES OF COMMON STOCK AND SERIES A ESOP CONVERTIBLE .7UNIOR PREFERRED 

STOCK 
(INCLUDING, IN EACH CASE, THE ASSOCIATED COMMON STOCK ^ukCWPJiZ RIOfTS) 

OF 
CONRAIL INC. 

PURSUANT TO THE OFFER TO PURCHASE 
DATED CXTTOBER 16, 1996 

BY 

GREEN ACQUISITION CORP. 
A WHOLLY OWNED SUBSIDIARY 

OF 
CSX CORPORATION 

THE OFFER, PRORATION PERIOD AND WITHDRAWAL RIGHTS WILL EXPIRE AT 12:00 MIDNIGHl, 
KETI YORK CITY TIME, ON FRIDAY, NOVEMBER 15, 1996, UNLESS THE OFFER IS EXTENDED. 

The Depositary for the Offer i s : 
IBJ SC:iRODER BANK t TRUST COMPANY 

By Mail: 
P.O. Box 84 

Bowling Green Station 
Hew York, New York 10274-0084 

Attn: Reorganization Operations 
Department 

By Hand or Overnight Delivery: 
One State Street 

New York, New York 10004 
Attn: Securities Processing 

Window, 
Subcellar One 

By Facsimile Transmission: 

(212) 858-2611 
Attn: Reorganization Operations Department 

Confirm Facsimile by telephone: 

(212) 858-2103 

DELIVE.^Y OF THIS LETTER OF TRANSMITTAL TO AN ADDRESS OTHER THAN AS SET 
FORTH ABOVE OR TRANSMISSION OF INSTRUCTIONS VIA FACSIMILE OR TELEX TRANSMISSION 
(JTHER THAN AS SET FORTH ABOVE WILL NOT CONSTITm'E A VALID DELIVE'.^Y. YOU MUST 
SIGN THIS LETTER OF TRANSMITTAL WHERE INDICATED BELOW AND COMPI.i;TE THE 
SUBSTITUTE FORM W-9 PROVIDED BELOW. 

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

This Letter of Transmittal i s to be completed by shareholders of Conrail 
Inc. either i f c e r t i f i c a t e s ("Share Certificates") evidencing shares of cooaon 
stock, par value $1.00 per share (the "Common Shares") or shares of Series A 
ESOP Convertible Junior Preferred Stock, without par value (the "ESOP Preferred 
Shares" and, together with the Common Shares, the "Shares") are to be forwsrdeu 
herewith or i f delivery of Shares i s to be made by book-entry transfer to the 
Depositary's account at The .Hepository Trust Company or the Philadelphia 
Depository Trust Company (each, a "Book-Entry Transfer F a c i l i t y " and 
c o l l e c t i v e l y , the "Book-Entry Transfer F a c i l i t i o s " ) pursuant to the book-entry 
transfer procedure described i n "Procedures for Tendering Shares" of the Offer 
to Purdiase (as defined below). Delivery of documents to a Book-Entry Transfer 
F a c i l i t y i n accordance with such Book-Entry Transfer F a c i l i t y ' s procedures does 
not constitute delivery to the Depositary. 

66 



Holders of Shares will be required to tender one Right for each Share 
tendered to effect a valid tender of such Share. Until the Distribution Date (as 
defined in the Offer to Purchase) occurs, the Rights are represented by and 
transferred with the Shares. Accordingly, i r the Distribution Date does not 
occur prior to the Expiration Date (as defined in the Ofttr to Purchase), a 
tender of Shares wi l l constitute a tender of the associated Right.<>. I f a 
Distribution Date has occurred, certificates representing a number ot !)ights 
equal to the number of Shares being tendered must be delivered to the Depositary 
in order for such Shares to be validly tendered. I f a Distribution Date has 
occurred, a tender of Shares without Rights constitutes an agreement by the 
tendering shareholder to deliver certificates representing a number of Rights 
equal to the number of Shares tendered pursuant to the O.xer to the Depositary 
within three New York Stock Exchange, Inc. trading days after the date such 
certificates are distributed. Purchaser (as defined in the Offer to Purchase) 
reserves the right to require that i t receive such certificates prior to 
accepting Shares for payment. Payment for Shares tendered and purchased pursuant 
to the Offer w i l l be made only after timely receipt by the Depositary of, among 
other things, such certificates, i f such certificates have been distributed to 
holders of Shares. Purchaser wi l l not pay any additional consideration for the 
Rights tendered pursuant to the Offer. 

Shareholders whose Share Certificates are not immediately available or who 
cannot deliver their Share Certificates and a l l other documents vequired hereby 
to the Depositary prior to the Expiration Date (as defined in "Terms of the 
Offer; Proration; Expiration Date" of the Offer to Purchase) or who cannot 
complete the procedure for delivery by book-entry transfer on a timely basis and 
who wish to tender their Shares must do so pursuant to the guaranteed delivery 
procedure described in "Procedures for Tendering Shares" of the Offer to 
Purchase. See Instruction 2. 

/ / CHECK HERE IF SHARES ARE BEING DELIVERED BY BOOK-ENTRY TRANSFER TO THE 
DEPOSITARY S ACCOUNT AT ONE OF THE BOOK-ENTRY TRANSFER FACILITIES AND 
COMPLETE THE FOLLOWING: 

Name of Tendering Institution: 

Check Box of Applicable Book-Entry Transfer Facility: 

/ / The Depository Trust Company 
/ / Philadelphia Depository Trust Coapany 

Account Number Transaction Code Number 

/ / CHECK HERE IF SHARES ARE BEING TENDERED PURSUANT TO A NOTICE OF GUARANTEED 
DELIVERY PREVIOUSLY SENT TO THE DEPOSITARY AND COMPLETE THE rOLLĈ TING: 

Naffle(s) of Registered Holder(s): 

Window Ticket No. (if any): 

Data of Execution of Notice of Guaranteed Delivery: 

Name of Institution which Guaranteed Delivery: 

I f Delivered by Book-Entry Transfer, Check Box of Book-Entry Transfer 
Facility: 

/ / The Depository Trust Coiopany 
/ / Philadelphia Depository Trust Company 

Account Number Transaction Cod'i Number 
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DESCRIPTION OF SHARES TENDERED 

NAME(S) AND ADDRESS(ES) OF REGISTERED HOLOER(S) 
(PLZASE FILL IN, IF BLANK) 

SHARE CERTIFICATE(S) TENDERED 
(ATTACH ADDITIC»IAL LIST IF NECESSARY) 

TOTAL NUMBER OF SHARES NUMBER OF SHARES 
CBRTZFICATE NUMBER(S)* REPRESENTED BY CERTIFICATE(S) TENDERED** 

TOTAL SHARES 
* Meed not b* conpleted by shareholders tendering by book-entry transfer. 

** Unless otherwise indicated, i t will be assuiaed that a l l Sharea being delivered t<. the 
Depositary are being tendered. See Instruction 4. 

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

LETTER OF TRANSMITTAL CAREFULLY. 
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l,adJ*« and Gentleaen: 

The undaraignad hereby tenders to Green Acqi.l»ition Corp., a Pannaylvanie 
corporation ("Purchasar") and a wholly owned autaidiary of CSX Corporation, a 
V i r g i n i a corporation, tha abova-daacribod aharea of cceaon atock, par v a l u * 
Sl.OO par ahara (tha "Coaaon Sharaa") or aharaa of Sar.'.aa A ISOP Convartilila 
Junior Prafarrad Stock, without par valua ( t h * "ESOP P.afarrad Sharaa" and, 
toqathar with tha Coeaon Sharaa, tha "Sharaa"), of Conra ,' Inc., a Paruiaylvania 
corporation (tha "Coapany"), including, in each caaa, tha aaaociated Coaaon 
Stock Purchaae Rights (t.ha "Rights") issued purauant to tha Rlghta Agraaaant 
dated as of Jul y 19, 1989, between tha Coapany and F i r s t Chicago Trust Coapany 
of Naw York, aa Rights Agent (as aaandad, tha "Rights Agraaaant"), pursuant to 
Purchaser's offar to purchase an aggregate of n,8«0,124 Shaia:, Including, i n 
each caaa, tha aasociatad Rights, at a p r i c a of S92.50 par Shara, nat to tha 
• e l l a r i n cash, upon tha taras and aubjact to t h * conditions aav. f o r t h i n tha 
Offar to Purchaaa, dated October 16, 1996 (tha "Offar to Purchaae"), r e c e i p t of 
which i a haraby acknowladgad, and i n thia Latter of Tranaaittal (which, aa 
aaanded free tia« to t l e a , together c o i u t i t u t a tha "Off a r " ) . A l l raferancaa 
herein to tha Coaaon Sharaa, ESOP Prafarrad Sharaa o; Sharas inclui<as tha 
aasociatad Righta. 

Tha undersigned understands t h j t Purchaaar raaarvaa tha right to t r a n s f e r 
or aaslgn, i n whole at ai.y t i a a , or in part f i o a t i a a to t i a a , to on* or aora of 
i t s a f f i l i a t a s , tha right to purchase a l l or any portion of tha Shares tendered 
purauant to tha Offar, but any such transfer or assignaant w i l l not r a l i a v a 
Purchaaar of i t a obligations under tha Offar ai>d w i l l i n no way p r e j u d i c e tha 
r i g h t a of -andaring sharaholdars to racaiva payment for Sharas v a l i d l y tendered 
and accaptad for payaant pursuant to tha Offar. 

Subject to, and a f f e c t i v e upon, accaptanca for payaant of tha Sharas 
tendered herewith, in accordance with tha taras of tha Offar (including, i f tha 
Offar i s antandad or aaandad, tha taras and conditions of any such ixtansion or 
aaandaant), tha undaralgnad haraby s a i l s , assigns and tranafars to, or upon tha 
order of, Purchaaar a l l right, t i t l e and i n t e r e s t i n and to a l l tha Sharaa that 
ara being tendered haraby (and any and a l l non-cash dividanda, d i a t r i b u t i o n s , 
r i g h t a , othar Sharaa ar othar a a c u r i t l a s Isauad or iasuabla in raspact of such 
Sharas or daclarad, paid or distributed i n respect of such Sharas on or a f t e r 
October 14, 1996 ( c o l l a c t l v a l y , "Diat. .butions")), and irrevocably appointa the 
Depositary tha trua and lawful agent and attorney-in-fact of tha undaraignad 
with raspact to such Sharaa and a l l Distributions, with f u l l pwar of 
s u b s t i t u t i o n (such power of attorney being daaaed to ba an i r r r v o c a b l a power 
coupled with an i n t e r e s t ) , to (1) d a l i v a r c a r t i f i c a t a s for such Sharaa 
( i n d i v i d u a l l y , a "Shara C a r t i f i c a t a " ) and a l l Distributions, or t r a n s f e r 
ownaiahip of such Sharas and a l l Distributions on tha account books a a l n t a i n s d 
by a b-wk-Entry Transfer F a c i l i t y , togathai, in e i t h e r casa, with i l l 
acccapai.ying avidanca of transfer and a u t h e n t i c i t y to, or upon tha order of 
Purchaaar, : i i ) praaanc auch Sharas and a l l Distributions for t r a n s f e r on tha 
books of tha Coqc>any and ( i i i ) racaiva a l l banafita and otharwiaa a s a r c i a a a l l 
r i g h t s of b a n a f i c i a l ownership of such Sharas and a l l Distributions, a l l i n 
accordance with tha taras of tha Offar. 

t f , on or a f t e r October 14, 19»«, tha Coapany should declare or pay any 
caah or stock dividand, othar than regular quartarly cash dividanda, or aaka any 
d i s t r i b u t i o n with raspact to tha Sharas that i s payable or d i s t r i b u t a b l e to 
stockholders of record on a data prior to tha t r a r u f a r to tha naaa of Purchaser 
or i t s noaina« or transfaraa on tha Coapany's stock transfer records of the 
Sharas accaptad for payaant purauant to tha Offar, than, aubjact to tha 
provisiona of Section 14 of tha Offar to Purchase, ( i ) tha purchaaa p r i c e par 
Shara payable by Purchaaar pursuant to tha Offar w i l l ba reduced by tha aaount 
of any auch caah dividand or caah d i s t r i b u t i o n and ( i i ) any such non-cash 
dividand, d i s t r i b u t i o n or right to ba racaivad by tha tendering ahareholdar w i l l 
jga racaivad and held by auch tandaring sharaholdar for tha account of Pvrchasar 
and w i l l ba required to ba proaptly r a a i t t a d and transferred by each such 
tendering '. araholdar to tha Depositary for tha account of Purchasar, 
accoapaniad »-y appropriate docuaantation of t r a n s f e r . Pending auch r a a i t t a n c a , 
Purchasar w i l l bm e n t i t l e d to a l l r i g h t s and p r i v i l a g a s as owner of any such 
non-cash rUvidand, d i s t r i b u t i o n or right and aay withhold tha e n t i r e purchase 
p r i c a or deduct froa tha purchase p r i c a tha amount of valua thereof, as 
datarminad by Purchasar in i t s s o l a d i s c r a t i o n . 

By executing t h i s Latter of Transmittal, tha undersigned i r r e v o c a b l y 
appoints John W. Snow, Hark G. Aron and Aian A. Rudnick as proxies of the 
undaraignad, each with f u l l power of aubstitution, to tha f u l l extent of tha 
undaraignad'a righta with raapact to the Sharaa tendered by tha undaraignad and 
accaptad for paymant by Purchasar (and any and a l l D i a t r i b u t i o n s ) . A l l auch 
proxies s h a l l ba considarac couplad with an i n t e r e s t i n tha tendered Sharas. 
This appointment w i l l ba a f f e c t i v e i f , whan, and only to tha extant that, 
Purchasar accepts such Sharae for payaant pursuant to tha Offar. Upon such 
aceaptanca for paymant, a l l prior proxies given by tha undarslgnaa with raapact 
to such Sharas, Distributions and othar s a c u r i t i a s w i l l , withoit further action, 
ba revoked, and no subsaquant proxies may ba given. Tha individuals named above 
as proxiaa w i l l , with raspact to tha Sharas, Distributions ar>d othar s e c u r i t i e s 
for which tha appointment i s a f f e c t i v e , ba aapowerad (subjact to tha tars^^ of 
tha Voting Trust Agreamant (as dafinad i n tha o f f a r to Purchase) so long as i t 
s h a l l ba i n a f f e c t with raspact to tha Sharas) to ax a r c i s a a l l voting and othar 
r i g h t s of tha undersigned as thay in t h a i r s o l a d i s c r a t i o n may daam proper at 
any armual, s p e c i a l , adjourned or postponed meeting of tha Ccapany'a 
sharaholdars, by written consent or otharwira, and Purchasar rasarves tha r i g h t 
to require t h a i , in order for Sharaa, Di s t r i b u t i o n s or othar s a c u r i t i a s to ba 
deeaed v a l i d l y tendered, iamadiataly upon Purchaser's aceaptanca for paymant of 
such Sharas Purchasar must ba able to ax a r c i s a f u l l voting rights with respect 
to such Sharas. 
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The undersigned hereby represents z'^d warrants that the undersigned has 
f u l l power and authority to tender, s e l l , issign and transfer the shares 
tendered hereby ard a l l D istributions, that the undersigned own(s) the Shares 
tendered hereby w i t h i n the meaning of Rule 14e-4 promulgated under the 
Securities Exchange Act of 1934, as amended (the "Exchange Act'), that such 
tender of Shares con^lies with Rule 14e-4 under the Exchange Act, and that when 
such Shares are accepted for payment by Purchaser, Purchaser w i l l acquire good, 
marketable and unencumbered t i t l e thereto and to a l l Distributions, free and 
clear of a l l l i e n s , r e s t r i c t i o n s , charges and encumbrances, and that none of 
such Shares and Dis t r i b u t i o n s w i l l be subject to any adverse claim. The 
undersigned, upon request, s h a l l execute and deliver a l l additional documents 
deemed by the Depositary or Purchaser to be necessary or desirable to complete 
the sale, assignment and transfer of the Shares tenaertn hereby and a l l 
D i s t r i b u t i o n s . I n addition, the undersigned s h a l l rejnir d>nd transfer promptly to 
the Depositary for the account of Purchaser a l l D i s t r i o a t i o r s i n respect of the 
Shares tendered hereby, accompanied by appropriate documentation of transfer, 
and, pending sui:h remittance and transfer or appropriate assurance thereof, 
Purchaser s h a l l be e n t i t l e d to a l l r i g h t s and privileges as owner of each such 
D i s t r i b u t i o n and may withhold the entire purchase price of the Shares tendered 
hereby or deduct from such purchase price, the amount or value of such 
D i s t r i b u t i o n as determined by Purchaser i n i t s sol** discretion. 

No auth o r i t y herein conferred or agreed to be conferred s h a l l be affected 
by, and a i l such authority s h a l l survive, the death or incapacity of the 
undersigned. A l l obligations of the undersigned hereunder shall be binding upon 
the heirs, p>ersonal representatives, successors and assigns of the undersigned. 
Except as stated i n the Offer to Purchase, t h i s tender i s irrevocable. 

The undersigned under'itands that tenders of Shares pursuant to any one of 
the procedures described i n "Procedures for Tendering Shares" of the Offer to 
Purchase and i n the Instructions hereto w i l l constitute the undersigned's 
acceptance of the terms and conditions of the Offer. Purchaser's acceptance for 
payment of Shares tendered pursuant to the Offer w i l l constitute a binding 
agreement between the undersigned and Purchaser upon the terms and subject to 
the conditions of the Offer. The undersigned recognizes that under c e r t a i n 
circumstances set f o r t h i n the Offer to Purchase, Purchaser may not be required 
to accept for payment any of the Shares tendered hereby. 

Unless otherwise indicated herein i n the box e n t i t l e d "Sp>ecial Payment 
In s t r u c t i o n s , " please issue the check for the purchase price of a l l Shares 
purchased, and return a l l Share Ce r t i f i c a t e s evidencing Shares not purchased or 
not tendered, i n the name(s) of the registered holder(s) appearing above under 
"Description of Shares Tendered." Similarly, unless otherwise indicated i n the 
box e n t i t l e d "Special Delivery Instructions," please mail the check for the 
purchase price of a l l Shares purchased and a l l Share C e r t i f i c a t e s evidencing 
Shares not tendered or not purchased (and accompanying documents, as 
appropriate) to the address (es) of the registered holder(s) appearing above 
under "Description of Shares Tendered." In the svent that the boxes e n t i t l e d 
"Special Payment Ins t r u c t i o n s " and "Special Delivery Instructions" are both 
conpleted, please issue the check for the purchase price of a l l Shares purchased 
and return a l l Share C e r t i f i c a t e s evidencing Shares not purchased or not 
tendered i n the name(s) of, and mail such check and Share C e r t i f i c a t e s to, the 
person(s) so indicated. Unless otherwise indicated herein i n the box e n t i t l e d 
"Special Payment In s t r u c t i o n s , " please c r e d i t any Shares tendered hereby and 
delivered by book-entry transfer, but vrtiich are not purchased, by c r e d i t i n g the 
account at the Book-Entry Transfer F a c i l i t y designated above. The undersigned 
recognizes that Purchaser has no obligation, pursuant to the Special Payment 
Instructions, to transfer any rhares from the name of the registered holder(s) 
thereof i f Purchaser does not ac~.t.r>t f o r payment any of the Shares tendered 
hereby. 
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SPECI/Oi PAYMENT INSTRUCTIONS 
(SEE INSTRUCTIONS 1, 5, 6 AND 7 OF 

THIS LETTER Ol" TRANSMITTAL) 

To be conpleted ONLY i f certificates for Shares not tendered or not 
purchased and/or the check for the purc^..se price of Shares purchased are to be 
issued in the name of someone other than the undersigned, or i f Shares delivered 
by book-entry transfer vrtiich are not purchased are to be returned by credit to 
an account maintained at a Book-Entry Transfer F a c i l i t y other than that 
designstfcd above. 

Zaew. t J-.eck and/or certificates to: 

fame 
(PLEASE PRINT) 

Address 

(ZIP CODE) 

(TAXPAYER IDENTIFICATION OR SOCIAL SECURITY NUMBER) 

(ALSO COCPLETE SUBSTITUTE FORM W-9 BELOW) 

/ / Credit unpurchased Shares delivered by book-entry transfer to the Book-Entry 
Transfer Faci l i t y account set forth below: 

Check appropriate box: 

/ / The Depository Trust Company 
/ / Philadelphia Depository Trust Company 

(ACCOUNT NUMBER) 

SPECIAL DELIVERY INSTRUCTIONS 
(SEE INSTRUCTIONS 1, 5, 6 AND 7 
OF THIS LETTER OF TRANSMITTAL) 

To be completed ONLY i f certificates for Shares not tendered or not 
purchased and/or th« check for the purchase price of Snares purchased are to be 
sent to someone other than the undersigned, or to the undersigned at an address 
other than that shown above. 

Mail check and/or certificates to: 

Name 
(PLEASE PRINT) 

Address 

^^^^ CODE) 
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SIGN HERE 
(COMPLETE SUBSTITUTE FORM W-9 ON REVERSE) 

(SIGNATURE(S) OF HOLDER(S)) 

Date , 1996 

(Must be signed by registered ho.lder(s) exactly as name(s) appear(s) on common 
or preferred stock certificate(s) or on a security position l i s t i n g or by 
person(s) authorized to become registered holder(s) by certificates and 
documents transmitted herewith. I f signature i s by trustees, executors, 
administrators, guardians, attorneys-in-fact, officers of corporations or others 
acting in a fiduciary or representative capacity, please provide the following 
information. See Instruction 5 of this Letter of Transmittal.) 

Name(8) 
(PLEASE PRINT) 

Capacity (Full Title) 
Address 

(INCLUDE ZIP CODE) 
Area Code and Telephone Number 
Tax Identification or Social Security No. 

(COMPLETE SUBSTITUTE FORM W-9 ON REVERSE) 

GUARANTEE OF SIGNATURE(S) 
(SEE INSTRUCTIONS 1 AND 5 OF THIS LETTER OF TRANSMITTAL) 

Authorized Signature 
Name 

(PLEASE PRINT) 
Title 
Name of Firm 
Address 

(INCLUDE ZIP CODE) 
Area Code and Telephone Number 

Date , li26 
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tNSTMICrzaMS 
roMiMG; nutr or m TEIMS AND caoxnoNi or rm omit 

1. Gtuucvat— of Si9BJit>traji. Zxcmpt AS othttrtas* provided baloM, A l l 
• I g u t u r * ! OB t in s L*tt*r c f TrAnsaictAi. a u j t bm guATAiitMd by i tiem lAicta i t • 
b*nk, brokar, d*Al*r, crsdxt uiuoo, sAvings AtsocjAtj.oD, or otiMr m t i t y thAt i i 

MirtMr IB good stAaciiDq of tb« 5«curiti«9 TrAB«f«£ Agcat's mill 1 inn rroqrm 
f«ACb. AB "tliqibl* InsCitutioB*). No si<|nAt(ir* ^uAxaot** is r«quir*d OB tbis 
LAttBr of TrABsmttAi. (A) if this L*tt«r of TrABsmttAl is si9B*d by UM 
r*7ist«rBd bolctoris} <wtticb tar*, for purpca«s of tikis docuMBt, sbAll laclod* 
AB> pATticipABt in a Book-Kotry TrAusfar rAcility ubosa BAM» .4>p«Ars OB A 
•aciirity positaoB listiag a> tiw ownar of SbArasj of SlkAras tarBdarad baratdth, 
nnlafs sucb boldar(s} hAS ooivlatad aitiMr tiia box aotitlad 'Sp*ciAl Dalivary 
iBStructioos* or tha box aatitjad "SpaciAl PayaaBt iDstructiOBs* OB tb« r«v*rM 
bar«of, or (b) if sucb SbAras Ara t*ndarad for tiM Acoouat of AB Cligibla 
IbstitdtioB. Saa iBslructiOB S. If A SbAra Cartificata is ragistarwd IB tba BAM* 
of A parsoB otiiar UkAc tba signar of tla.s Lattat: of TrAnsmttAl, or if psyBaot 
is to bv BAda, or A Sbsra CartitiCAta not Accapt.Bd for pAy—at or oot taadarad 
is to ba ratuTBad, to A parsoB otiMr UMO tba ragistarad boldar<s}, tbaa tba 
ShAra CaitificAta Mist ba aadorsad or AccoapAoiad by ApprcvriAta stock powwrs, 
in aitbar CAS'« si9n*d axsctly AS th* BAMR4S) of tba ragistarad boldarfs) 
•ppMrls) OB tba Shara Cartificat*. tr«th tba si^BsturaO) oa sucb SbAra 
CartificAt« or stock powrs 9UArABt*ad AS dascribad abova. S*a iBstruetioB b. 

â  Dalivary of Lattar of TrAaradttAl AOd SbAra Carllfic/>.tas. Tbis Lattar 
o f TrABsaxtt-,Aj i s to ba asad a i tbvr i f SbAra Car t i f i ca t a s Ara to ba (orwrdad 
baramth or i f SbAras Ara to ba dalivarad by book-aetry trABSfar pursuaat to tba 
procAdura s*t f o r t h la "rrocadoras tor TaodariBg SbAras" o f t lM Offar to 
PurcbAsa. SbAra C*rt i t icAtas avidaDCiag A l l taadarad SbAras, OL ooafiraatiOB of 
• book-antry t raasfar of such Sharas, i f sucb proc«dura i s avAilabla, i a to tba 
Dapositary's Accouat at oaa of tba book-Catry Transfar r a c i l i t i a a pursuaat to 
tba procaduras sat f o r t h I B "Procaduras tor Taadariaq Sharas" of tba Offar to 
Pttrcbasa, toqatbar Mitb A proparly coqplatad and <iuly axacutad Lattar o t 
TraaaiBittal (or facsiBLls t iMraof) m t b any raquirad signatura Tuaraataas (or, 
i a t iM casa of a book-aatry t ransfar , an A^aBt's Hassa^a, as dafiaad balowr aad 
bay othar dociMBts raquirad by th i s Lattar of Traasa i t ta l . aust ba racaivad by 
t i M Dapositary At oaa ot i t s addrasaas sat f o r t h oa tba ravarss baraof p r io r to 
t iM E j^ i r a t ioB Data (as dafiaad io *Tarw of tba Offar Proratioo- KxpirAtioa 
Data' of tha Offar to Purcliasa). I t Shara Car t i f i ca tas ara forwardad to t iM 
Dapositfry l a Hul t ip la dal ivar ias , a proparly coaytlatad aad duly axacutad Lattar 
o f TraasmttAi. w j t acooivaBy aach auch da l iva ry . Stocktooldars Mhosa Shara 
Car t i f i ca t a s ara aot unadia ta ly avAilAbla, who cAonot da l ivar t h a n Shara 
Car t i f i ca t a s aad a l l otbar raquirad docMMBtJ to tha Dapositary p r i o r to t iM 
ftapiratioB Data or wbo caaaot ooivlata U M procadura fo r dal ivary by book-aatry 
t raasfar OB a t i a a l y basis aay taodar t i M i r SIM'.VJ pursuaat to tba fuaraataad 
dal ivary procadura dasciibad io "Procaduras to : Taadariag Sliaras* of tha Offa r 
t o Purchaaa. Pursuaat to sucb procar'-ira: ( i ) 'tuch taodar n i s t ba aada by or 
through aa E l i g i b l a iBSt i tu t ioa ; ( i i ) a profx/rly coaplatad aad duly axacutad 
Notica of CuarAOtaad Dj l i va ry , substantiAiIv I B tha fora providad 'yy PurchAsar 
hacawith, w s t ba racaivad by tba Dapositar/ pr ior to tha Cxpiratioa DAta; aad 
( i l l ) ID tba casa of a guaraataa of SIMT'*.!, tba SliAra c a r t i f i c a t a s . i n propar 
fora tor t raasfar , or a coBfiraAtioa ot » biiok-aBtry trAasfar of sucb SlMras, i f 
SUCL procadura i s AVAilabla, in to tb« Daposa.tAry'i Account At oaa o t tba 
•ook-Cntry t ransff t r F a c i l i t i a s , tOi^athar wi th a proparly coaplatad aad duly 
aaacutad Lattar of Traasait tal (or aanually sigaad f a c s i u l a L ^ r a o f ) witJi aay 
raquirad sigaatura Tuaraotaas (or. i n tba caaa of a book-aatry traaatar.. aa 
Aqront's Msssaga), and any otbar docuaaats raquirad by t i u s Lattar o f 
Traasa i t tAl , aust ba racaivad by ttia Dapositary wi th in t ^ a a Nav York St.ock 
Kxchaaga, l ac . tradiaq days attar tha dat* of axacutioa o f tba Notica o l 
Guaraataad Dalivary, a l l as dascribad i n "Procaduras for Taadariaq Suaras" o f 
tha c r i . . to Purchaaa. Tba tara "Jbjant's Massaqa' aaaas a aassaqa, txaaxait tad 

a book-Iatry Traasfar f a c i l i t y to, sad racaivad by tha Dapositary and formoq 
a par t of a book-Catry Coafiraation. tducb statas that such book-Catry Traasfar 
F a c i l i t y has racaivad an axprass ackaowladgaaot f roa U M partacipant ia such 
•ook'Kntry Transi t , f a c i l i t y tandariag tba .Sharas, that sucb par t i c ipan t has 
racaivad and ag -aas to ba bound by tba taraa ot t h i s Lattar ot Tranaai t ta i aa« 
that t iM PurclMiar aay aaforea such agraaaant agaiast U M pa r t i c lpaa t . 

TBK MrTBOO CT OCUVKKT OT TIIS LTrTCK OT TMNSKXTTAL, SUkRE CIKTirZCATBS 
AW ALL OnER RSOUIItCD OOOMKrS, INCLUDING OCLIVMY TKHDUCV ANT BOOK-EHTItT 
TRANSnit FACIUTY, IS AT TIC OrTIGN AMD lUSiC OF TIE TEHDCRINC STOCKBOLOCR, AM> 
TIE DELIVERY VILL SC DCDCO lADT (WLY MUM ACTUALLY RECEIVED BY TU DEPOSITARY. ^ 
IF DELIVERY IS BY MUL, RECXSTSRED MUL VITM RCTURN RECEIPT RBOUEVrSD, PNOPCRLY jmfjj^S^ 
INSURED, IS RECOMCMDCD. IN ALL CASES. SUTFICIENT TI>C SNOULD BC ALLOWED TO "VRBP 4 
ENSURE TIISLY DEUVERY. • 

NO a l ta raa t lv* , cooditlooal or oontiagaat tandars i d l l ba accaptad aad ao 
f r a c t i o a a l Sharas m i l ba purcbaaad. By axacutioa of t h i s Lattar o f Tranaai t ta l 
(or a f a c s i a i l a baraof) , a l l taodaring stochboldais Mftivv any r i g h t to racaiva 
any notica ot tha accapc^nca of t ha i r Sbaras for payaant. 

3. laadaquata Spaca. I t tha spaca providad haraia vadar "Dascriptioa c f 
Sharas Taadarad* i s xoadaquata, t iM Shara C a r t i f i c a t a nuabars, tba nutfbar of 
Sharas avidaacad by such Shara Car t i f i ca t a s and tba BiaMr of Sharas tandaral 
should ba l i s t a d on a aaparata scAadula and attachad harato. 

4. Par t ia l Tandars. (Not applicabla to stockboldars i ^ tandar 'yy 
book-antry t r aas fa r . ) I f fawar than a l l tha StMras avidaacad by aay ihara 
C a r t i f i c a t a oalivarad to tba Dapositary iMrawith ara to ba tardvrad haraby, t i l l 
IB tha BUitMr of Sbaras which ara to ba taadarad i n tha box a n t i t l a d "NUUCMT of 
Sharas Taadarad." In suco casas, naw Sbara Ca r t i f i ca t a ( s ) avidaacinq tha 
ramaiDdar of U M SbAras thAt wara avidaacad by tba Shara C a r t i f i c a t a s dalivarad 
to tha DapositAry barawith w i l l ba saat to tha parson(s] signing t h i s Lattar o t 
Transa i t t a l , unlass otiMrwisa providad i n tha box a n t i t l a d "Spacial Dalivary 
Ins t ruc t ions . * as soon as practicabla at tar tha axpira t lon or tanainatioa o f tha 
O f f a r . A i l Sliaras avidaacad by dbara Car t i f i ca tas dalivarad to tha Dapositary 
WELll ba daaaad to hava baan taodarad unlass ot iMrwifa indicatad. 
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5. Signatures on Letter of Transmittal; Stock Powers and Endorsements. I f 
this Letter of Transmittal i s signed by the registered holder(s) of the Shares 
tendered hereby, the signature(s) must correspond with the name(s) as written on 
the face of the Share Certificates evidencing such Shares without alteration, 
enlargement or any other change whatsoever. 

I f any Share tendered hereby i s owned of record by two or more persons, a l l 
such persons must sign this Letter of Transmittal. 

I f any of the Shares tendered hereby are registered in the names of 
different holder', i t wi l l be necessary to complete, sign and submit as many 
separate Letters of Transmittal as there are different registrations of such 
certificates. 

I f this Letter of Transmittal i s signed by the registered holder(s) of the 
Shares tendered hereby, no endorsements of Share Certificates or separate stock 
powers are required, unless payment i s to be made to, or Share Certificates 
evidencing Shares not tendered or not purchased are to be issued in the name of, 
a person other than the registered holder(s), in which case, the Share 
Certificate(s) evidencing the Shares tendered hereby must be endorsed or 
acconpanied by appropriate stock powers, in either case signed exactly as the 
name(s) of the registered holder(s) appear(s) on such Share Certificate(s). 
Signatures on such Share Certificate(s) and stock powers must be guaranteed by 
an Eligible Institution. 

I f this Letter of Transmittal i s signed by a person other than the 
registered holder(s) of the Shares tendered hereby, the Share Certificate(s) 
evidencing the Shares tendered hereby must be endorsed or accompanied by 
appropriate stock powers, in either case signed exactly as the name(s) of the 
registered h3lder(s) apn(>ar(s) on such Share Certificate(s). Signatures on such 
Share Certificate(s) and stock powers must be guaranteed by nn Eligible 
Institution. 

I f this Letter of Transmittal or any Share Certificate(s) or stock power i s 
signed by a trustee, executor, administrator, guardian, attorney-in-fact, 
officer of a corporation or other person acting in a fiduciary or representative 
capacity, such person should so indicate when signing, and proper evidence 
satisfactory to Purchaser of such person's authority so to act must be 
submitted. 

6. Stock Transfer Taxes. Except as otherwise provided in this Instruction 
6, Purchaser w i l l pay a l l stock transfer taxes with respect to the sale and 
transfer of any Shares to i t or i t s order pursuant to the Offer. I f , however, 
payment of the purchase price of any Shares purchased i s to be made to, or Share 
Certificate(s) evidencing Shares not tendered or not purchased are to be issued 
in thii name of, a person other than the registered holder(s), the amount of any 
stock transfer taxes (vrtiether imposed on the registered holder(s), such other 
person or otherwise) payable on account of the transfer to such other person 
w i l l be deducted from the purchase price of such Shares purchased, unless 
evidence satisfactory to Purchaser of the payment of such taxes, or exemption 
therefrom, i s submitted. 

EXCEPT AS PROVIDED IN THIS INSTZtUCTION 6, IT WILL NOT BE NECESSARY FOR 
TRANSFER TAX STAMPS TO BE AFFIXED TO THE SHARE CERTIFICATE (S) EVIDENCING THE 
SHARES TENDERED HEREBY. 

7. Special Payment and Delivery Instructions. I f a check for the purchase 
price of any Shares tendered hereby i s to be issued, or Share Certificate(s) 
evidencing Shares not tendered or not purchased are to be issued, in the name of 
a person other than the person(s) signing this Letter of Transmittal or i f such 
check or any such Share Certificate i s to be sent to someone other than the 
person(s) signing this Letter of Transmittal or to the person(s) signing this 
Letter of Transmittal but at an address other than that shown in the box 
entitled "Description cf .'Shares Tendered, " the appropriate boxes on this Letter 
of Transmittal must .be completed. Shares tendered hereby by book-entry transfer 
•ay request that Shares not purchased be credited to such account maintained at 
a Book-Entry Transfer F a c i l i t y as such stockholder may designate in the box 
entitled "Special Payment Instructions" on the reverse hereof. I f no such 
instructions are given, a l l such Shares not purchased w i l l be returned by 
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crediting the account at the Book-Entry Transfer Facility designated on the 
reverse hereof as the account from which such Shares were delivered. 

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

9. Substitute Form W-9. Each tendering shareholder i s required to provide 
the Depositary with a correct Taxpayer Identification Number ("TIN") ot; the 
Substituce Form W-9 vrtiich i s provided luider "Important Tax Information" below, 
and to certify, imder penalties of perjury, that such number i s correct and that 
such shareholder i s not subject to backup withholding of federal income tax. I f 
a tendering shareholder has been notified by the Internal Revenue Service that 
such shareholder i s siibject to backup withholding, such shareholder must cross 
out item (2) of the Certification box of the Substitute Form W-9, unless such 
shareholder has since been notified by the Internal Revenue Service that such 
shareholder i s no longer subject to backup withholding. Failure to provide the 
infomation on the Substitute Form w-9 may subject the tendering shareholder to 
31% federal income tax withholding on the payment of the purchase price of a l l 
Shares purchased from such shareholder. I f the tendering shjieholder has not 
been issued a TIN and has applied for one or intends to apply for one in the 
near future, such shareholder should write "Applied For" in the space provided 
for the TIN in Part I of the Substitute Form W-9, and sign and date the 
Substitute Form W-9. I f "Applied For" ia written in Part I and the Depositary i s 
not provided with a TIN within 60 days, the Depositary w i l l withhold 31% on a l l 
payments of the purchase price to such stockholder until a TIN i s provided to 
the Depositary. 

10. Lost, Destroyed or Stolen Certificates. I f any certificate(s) 
representing Shares has been lost, destroyed or stolen, the shareholder should 
promptly nctify the Depositary. The shareholder w i l l then be instructed as to 
the steps that must be taken in order to replace the c e r t i f i c a t e ( s ) . This Letter 
of Vransnittal and related documents cannot be processed until the procedures 
for replacing lost or destroyed certificates have been followed. 
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IMPORTANT: THIS LETTER OF TRANSMITTAL (OR FACSIMILE HEREOF), PROPERLY 
COMPLETED AND DULY EXECUTED, WITH ANY REQUIRED SIGNATURE GUARANTEES, OR AN 
AGENT'S MESSAGE (TOGITHER WITH SHARE CERTIFICATES OR CONFIRMATION OF BOOK-ENTRY 
TRANSFER AND ALL OTHEî  REQUIRED DOCUMENTS) OR A PROPERLY COMPLETED AND DULY 
EXECUTED NOTICE OF GUAR,\NTEED DELIVERY MUST BE RECEIVED BY THE DEPOSITARY PRIOR 
TO THE EXPIRATION DATE (AS DEFINED IN THE OFFER TO PURCHASE). 

IMPORTANT TAX INFORMATION 

Under the federal income tax law, a shareholder whose tendered Shares are 
accepted for payment i s required by law to provide the Depositary (as payer) 
with such shareholder's correct TIN on Substitute Form W-9 below. I f such 
shareholder i s an individual, the TIN is such shareholder's social security 
number. I f the Depositary i s not provided with the correct TIN, the shareholder 
may be subject to a $50 penalty imposed by the Intemal Revenue Service. In 
addition, payments that are made to such shareholder with respect to Shares and 
Rights purchased pursuant to the Offer may be subject to backup withholding of 

Certain sharei.oldcrs (including, among others, a l l corporations and certain 
foreign individuals) arc ..o*- iucjcv-i. f th«»«i«» backup withholding and reporting 
requirements. In order for a foreigr. individual to qualify as an exempt 
recipient, such individuil must submit a statement, signed under penalties of 
perjury, attesting to such individual's exempt status. Forms of such statements 
can be obtained from the Depositary. See the enclosed Guidelines for 
Certification of Taxpayer Identification Number on Substitute Form W-9 for 
additional instructions. 

If backup withholding applies with respect to a shareholder, the Depositary 
i s required to withhold 31% of any payments made to such shareholder. Backup 
w.-'thholding i s not an additional tax. Rather, the tax l i a b i l i t y of persons 
subject to backup withholding w i l l be reduced by the amount of tax withheld. I f 
withholding results in an overpayment of taxes, a refund may be obtained from 
the Intemal Revenue Service. 

PURPOSE OF SUBSTITITTE FORM W-9 

To prevent backup withholding on payments that are made to a shareholder 
with respect to Shares purchased pursuant to the Offer, the shareholder i s 
required to notify the Depositary of such shareholder's correct TIN by 
ccanpleting the form below certifying (a) that the TIN provided on Substitute 
Form W-9 i s correct (or that such shareholder i s awaiting a TIN), and (b) that 
(i) such shareholder has not been notified by the Internal Revenue Service that 
such shareholder i s subject to backuj withholding as a result of a failure to 
report a l l interest or dividends or , i i ) the Intemal Revenue Service has 
notified such shareholder that such shareholJer i s no longer subject to backup 
withholding. 

WHAT NUMBER TO GIVE THE DEPOSITARY 

The shareholder is required to give the Depositary the social security 
number or employer identification number of the record holder of the Shares 
tendered hereby. I f the Shares are in more than one name or are not in the name 
of the actual owner, consult the enclosed Guidelines for Certification of 
Taxpayer Identification Number on Substitute Form W-9 for additional guidance on 
which number to report. If the tendering .'hareholder has not been issued a TIN 
and has applied for a number or intends t i apply for a number in the near 
future, the shareholder should write "Ap'/lied For" in the space provided for the 
TIN in Part I, and sign and date the Substitute Form W-9. If "Applied For" i s 
written in Part I and the Depositary j j not provided with a TIN within 60 days, 
the Depositary will withhold 31% of a l l payments of the purchase price to such 
stockholder until a TIN i s provided to the Depositary. 
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11 

PAYER'S NAME: IBJ SCHRODER BANK t TRUST COMPANY, AS DEPOSITARY 

MitT I -- nJUCT moviii* TOD? Tn n ns 
•CK kT tiiam JWD cnnrr IT tianm • » 
•anniie uuv. 

^loy«r Idantlf iatloB I 
(If Milting TIM wzic. 'i 

MJtT I I -. ror Pay««« mmmt rrcM Wckv Wltbboldiag, ••« th. ucloMd CuKtollMS aod otarl't* 
as lb.tnict.d thtnlD. CKJtTirlCAHW -- OndVE p«aal t in of p«r]iity, I c t t i f y tlwt: 

11} tte nmt»t ahamx o« thla fom !• m, correct Tmxpmymt loMntificatioe ttmm*, lot a TMpaycr 
Id.nciflc.tloo IftH ir hM not b..n l.aaod tc and vltbac la} I hava nallad ot dalivarad 
an apfilicatlon to racaiva a Tu^ayar Idanti .icacion Maihar to tha appropilata Zatamal 
Ravann. Satvlca I'lRS*) or Social Sacuiic^ AdUnlatratloo offlca or (b) I Intand to nail ec 
daiiv.c an application ID ch. naar fatara. I andaratand that If Z do not pcovlda a Tw^ayac 
Idant If ication Muntoar wicMo aiacy (W) daya, 31% of a i l lapoctahla payMtnta anda to aa 
thataaftti will ba withheld antll I provlda a nm* i r) , aad 

(2) I M not aubjact to backup wichholdinQ aithat bacaoaa I hava not baan notlfiad by tba I M 
ctet Z m aab)act to bacttip withholding aa a caaalt of fallara to raport a l l intaraat or 
dividanda. or tba ZM baa no'.lflad aa that Z aa no longar a«b)act to backup wltbboldinf. 

cnnriUTi unrancnan -- Tou aiat croaa aat ittm (2i 
abova i f you bav. baan notlfiad by tbir IM that yoa ara 
aub)act co backup withholding bacaua. of ondarriporting 
iocaraat ot dividanda on you.- taa tacuio. Howavcc, If aftar 
balng notlflKl by tb. ZM that you war. a«b)act te backup 
withholding you racaivad another nocification ft<a tba ZM 
that yoa ara no loagac aubjact to backup withholding, do not 
ccoaa oat l c « (2t . 
(Alao aaa inatcactiooa in tha ancloaad Guldallnaa.) 
- UkTI . 
•ZGHklHU 

NOTE: FAILURE TO CCWPLETE AND RETURN THIS FORM MAY RESULT IN BACKUP WITHHOLDING 
or 31% OF ANY PAYMENTS MADE TO YOU PURSUANT TO THE OFFER. PLEASE REVIEW 
THE ENI..XISED GUIDELINES FOR CERTIFICATION OF TAXPAYER ICCNTIFICATION 
NUMBER ON SUBSTITUTE FORM W-9 FOR ADDITIONAL DETAILS. 

Questions and requests tor assistance or additional copies 
of the Offer to Purchase, Letter of Transmittal and 
other tender o f f e r materials may be directed to the 

Information Agent or the Dealer Manager as set f o r t h below: 

The Information Agent for the Offer i s : 

MACKENZIE PARTNERS, INC. 

156 F i f t h Avenue 
New York, New York 10010 

(212) 929-5500 ( c a l l collect) 
or 

CALL TOLL FREE (800) 322-2885 

The Dealer Manager for the Offer i s : 

WASSERSTEIN PERELLA i CO., INC. 

31 West 52nd Street 
New York, New York 10019 

Call Collect: 
(212) 969-2700 

SUBSTITUTE 
FORM W-9 
DEPARTMENT OF 
THE TREASURY 
INTERNAL 
REVENUE SERVICE 
PAYER'S REQUEST 
FOR TAXPAYER 
IDENTIFICATION 
NUMBER (TIN) 
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NOTICE OF GUARANTEED DELIVERY 
FOR 

TENDER OF SHAPES OF COMMON STOCK AND SERIES A ESOP CONVERTIBLE JUNIOR PREFERRED 
STOCK 

(INCLUDING, IN EACH CASE, THE ASSOCIATED COMMON STOCK PURCHASE RIGHTS) 

OF 
CONRAIL INC. 

TO 

GREEN ACQUISITION CORP. 
A WHOLLY OWNED SUBSIDIARY OF 

CSX CORPORATION 
(NOT TO BE USED FOR SIGNATURE GUARANTEES) 

This Notice of Guaranteed Delivery, or one substantially in the form 
hereof, must be used to accept the Offer (as defined below) i f (i) certificates 
("Share Certificates") evidencing shares of common stock, par value $1.00 per 
share (the "Common Shares") or shares of Series A ESOP Convertible Junior 
Preferred Stock, without par value (the "ESOP Preferred Shares" and, together 
with the Common Shares, the "Shares"), of Conrail Inc., a Pennsylvania 
corporation (the "Conpany"), including the associated Common Stock Purchase 
Rights (the "Rights") issued pursuant to the Rights Agreement, dated July 19, 
1989, between the Company and F i r s t Chicago Trust Company of New York, as Rights 
Agent (as amended, the "Rights Agreement"), are not immediately available, ( i i ) 
time w i l l not permit a l l required documents to reach IBJ Schroder Bank and Trust 
Company, as Depositary (the "Depositary"), prior to the Expiration Date (as 
defined in "Terms of the Offer; Proration; Expiration Date" of the Offer to 
Purchase (as defined below)) or ( i i i ) the procedure for book-entry transfer 
cannot be conpleted on a timely basis. A l l references herein to the Common 
Shares, ESOP Preferred Shares or Shares include the associated Rights. This 
Notice of Guaranteed Delivery may be delivered by hand or transmitted by 
telegram, facsimile tran.imission or mail to the Depositary. See "Procedures for 
Tendering Shares" of the Offer to Purchase. 

The Depositary for the Offer i s : 

IBJ SCHRODER BANK C TRUST COMPANY 

By Mail: 

Bowling Green Station 
P.O. Box 84 

New York, New York 10274-0084 
Attn: Reorganization 

Operations Department 

By Facsimile Transmission: 

(212) 858-2611 
Attn: Reorganization 

Operations Department 

Confirm Facsimile by Telephone: 
(212) 858-2103 

By Hand or 
Overnight Delivery: 

One State Street 
New York, New York 10004 

Attn: Securit ies Processing 
Window, 

Subcellar One 

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

THIS FORM I S NOT TO BE USED TO GUARANTEE SIGNATtmES. I F A SIGNATURE ON A 
LETTER OF TRANSMITTAL IS Rl'QUIRED TO BE GUARANTEED BY AN "ELIGIBLE INSTITUTION" 
UNDER THE INSTRUCTIONS THERETO, SUCH SIGNATURE GUARANTEE MUST APPEAR IN THE 
APPLICABLE SPACE PROVIDF.U I S THE SIGNATURE BOX ON THE LETTER OF TRANSMITTAL. 
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Ladies and Gentlemen: 

The undersigned hereby tenders t o Green Acquisition Corp., a Pennsylvania 
corporation and a wholly owned subsidiary of CSX Corporation, a V i r g i n i a 
corporation, upon the terms emd subject to the conditicns set f o r t h i n the Offer 
to Purchase, dated October 16, 1996 (the "Offer to Purchase*), and the related 
Letter of Transmittal (which, aa amended from time t o Jme, together c o n s t i t u t e 
the "Offer"), receipt of each of which i s hereby acknowledged, the number of 
Shares specified below pursuant to the guaranteed d e l i v e r y procedures described 
i n "Procedures f o r Tendering Shares" of the Offer to Purchase. 

NuBbar of Share*: Naa«(«) of Racord Holder(a): 

C a c t i f i c a t * No«. l i t a v a i l a b l e ) : 

Ctiack ONE box i f Sharaa w i l l ba tendarad by 
book-antry tranafar: 
/ / Tha Oapoaitory Truat Ccaf>any 

Addraaa(aa): 

PLEASE PRIHT 

/ / Phlladalphia Oapoaitory Truac Coac>any 

Account Hiimbet: 
Araa Coda and Tal 

ZIP CODE 
No. : 

Oatadi , 1*»C 

GUARANTEE 
(NOT TO BE USED FOR SIOJATURE GUMWITLES) 

The undersigned, a member f i r m of a registered national s e c u r i t i e s 
exchange, a member of the National Association of Securities Dealers, Inc. or a 
coraroercial bank or t r u s t company l-.aving an o f f i c e or correspondent i n the United 
Statas, hereby (a) represents that the tender of Shares effected hereby co>T\plies 
with Rule 14e-4 of the Securities Exchange Act of 1934, as amended, and (b) 
guarantees d e l i v e r y t o the Depositary, at one of i t s addresses set f o r t h above, 
of c a r t i f i c a t a s evidencing the Shares tendered hereby i n proper form f o r 
transfer, or confirmation of book-entry transfer of such Shares i n t o the 
Depositary's accounts at The Depository Trust Company or the Philadelphia 
Depository Trust Company, i n each case with d e l i v e r y of a properly completed and 
duly executed L e t t e r of Transmittal (or facsimile thereof) w i t h any required 
signature guarantees, or an Agent's Message (as defined i n "Acreptance f o r 
Pa'mant and Payment f o r Shares' of the Offer to Purchase), and any other 
documents required by the Letter of Transmittal, (a) i n the case of Shares, 
w i t h i n three New York Stock Exchange, Inc. trading days a f t e r the date of 
execution of t h i s Notice of Guaranteed Delivery, or (b) i n the case of Rights, a 
period ending the l a t t e r of ( i ) three New York ^tock Exchange, Inc. trading days 
a f t e r the date of execution of t h i s Notice of .aranteed Delivery or ( i i ) three 
business days a f t e r the date Right C e r t i f i c a t e s are d i s t r i b u t e d to stockholders. 

The E l i g i b l e I n s t i t u t i o n that completes t h i s form must conirainicate the 
guarantee t o the Depositary and must d e l i v e r the Letter of Transmittal and 
c e r t i f i c a t e s f o r Shares to the Depositary w i t h i n the time period shown herein. 
Failure to do so could r e s u l t i n f i n a n c i a l loss t auch E l i g i b l e I n s t i t u t i o n . 

NAHE or nxM 
AODMBSS 

AUTHORIZED SIGNATURE 

TITLE 

ZIP CODE 
Araa Coda and Tal. No.: 

PLEASE PRINT 
Data: , 1996 

NOTE: DO NOT SEND CERTIFICATES FOR SHARES WITH THIS NOTICE. 
SHARE CERTI.-ICATES SHOULD BE SENT WITH YOUR LETTER OF TRANSMITTAL. 
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wasserstein logo Wasserstein, Perella ( Co., Inc. 
31 West 52nd Street 
New York, New York 10019 
Tel: (.''12) 969-2700 

OFFER TO PURCHASE FOR CASH 
AN AQGREOhTE Of 17,860, 124 SHAI<£S OF 

CCMMON STOCK 
AND 

SERIES A ESOP CONVERTIBLE JUNIOR PREFERRED STOCK 
(INCLUDING, IN EACH CASE, THE ASSOCIATED COMMON STOCK PUKCHASE RIGHTS) 

OF 
CONRAIL INC. 

AT 
$92.50 NET PER SHARE 

BY 

•3REEN ACQiaSITION CORP. 
A WHOLLY OWNED SUBSIDIARY OF 

CSX CORPORATION 

THE OFFER, PRORATION PERIOD AND WITHDRAWAL RIGHTS WILL EXPIRE AT 12:00 MIDNIGHT, 
NEW YORK CITY TIME, ON FRIDAY, NOVEMBER 15, 1996, UNLESS THE OFFER IS EXTENDED. 

October 16, 1996 

To Brokers, Dealers, Coanercial Banks, 
Trust Companies and Other Nominees; 

We have been appointed by Green Acquisition Corp., a Pennsylvania 
corporation ("Purchaser") and a wholly owned subsidiary of CSX Corporation, a 
Virgini> corporation ("Parent"), to act as Dealer Manager in connection with the 
Purchasar's offer to purchase an aggregate of 17,860,124 shares of (i) common 
stock, par value $1.00 per share (the 'Common Shares"), and ( i i ) Series A ESOP 
Convertible Junior Preferred Stock, without par value (the 'ESOP Preferred 
Shares' and, together with the Common Shares, the 'Shares"), of Conrail Inc., a 
Pennsylvania corporation (the "Company"), including in each c.-'se, the associated 
Connon Stock Purchase Rights (the "Rights") issued pursuant to the Rights 
Agreement, dated July 19, 1989, by and between the Company and First Chicago 
Trust Conpany of New York, as Rights Agent (as amended, the "Rights Agreement") 
at a price cf $92.50 per Share, net to the seller in cash, upon the terms and 
subject to the conditions set forth in the Offer to Purchase dated October 16 
1996 (the "Offer to Purchase"), and the related Letter of Transmittal C.hich, as 
amended from time to time, together constitute the "Offer") enclosed hej»wi'h. 
A l l references herein to the Common Shares, ESOP Pr'^ferred Shares or Sharec 
shall include the associated Rights. 

THE OFFER IS CONDITIONED UPON, AMONG OTHER THINGS, (1! THE RECEIPT BY 
PURCHASER, PR̂ OR TO THE EXPIRATION OF THE OFFER, OF AN INIXWMAL WRITTEN OPINION 
IN FORM AND SUb™A.\"T: REASONABLY SATISFACTORY TO PURCHASER FRCM THE STAFi" OF THE 
SURFACE TRANSPORTATia' BOARD (THE "STB"), WITHOUT THE IMPOSITION OF ANY 
CONDITIONS UNACCEPTABlt TO PURCHASER, THAT THE USE OF A VOTING TRUST (THE 
"VOTING TRUST") IN SUBSTANTIALLY THE F0R:4 CONTEMPLATED BY THE MERGER AGREEMENT 
IS CONSISTENT WITH THE POLICIES OF THE STB AGAINST JNAUTHC«IZED ACQUISITIONS OF 
CC»ITROL OF A REGULATED CARRIER (SUCH CONDITION, THE 'VOTING TRUST CONDITION"), 
(2) THE RECEIPT BY PURCriASER, PRIOR TO THE EXPIRATION OF THE OFFER, OF AN 
INFORMAL STATEMENT FROM THE PREMERGER NOTIFICATION OFFICE OF THE FEDERAL TRADE 
COmiSSlOtf THAT THE TRANSACTIONS CONTEMPLATED BY THE OFFER, THE MERG£R AGREEME.NT 
AND THE COMPANY STOCK OPTION AÔ EEMENT (AS DEFINED IN THE OFFER TO PURCHASE) ARE 
NOT SUBJECT TO, OR APE EXEMPT FROM, THE HART-SCOTT-RODINO ANTITRUST IMPROVEMENTS 
ACT OF 1976, AS AMENDED (THE "HSR ACT"), OR IN THE ABSENCE OF THE RECEIPT OF 
SUCH INFORMAL STATEMENT, ANY APPLICABLE WAITING PERIOD UNDER THE HSR ACT SHAI.L 
HAVE EXPIRED OR BEtN TERMINATED, (3) PARENT AND PURCHASER OBTAINING, PRIOR TO 
THE EXPIRATION OF THE OFFER, SUFFICIENT FINANCING, ON TERMS REASONABLY 
ACCEPTABLE TO PARENT, TO ENABLE CONSÛ •̂ ATION OF THE OFFER AND THE MERGER AND (4) 
THERE BETNG AT LEAST 17,860,124 SHARES VALIDLY TENDERED AND NOT WITHDTiAWN PRIOR 
TO THE EXPIRATION OF THE OFFER. 
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For your I n f o r m a t i o n atid f o r f o r w a r d i n g t o your c l i * n t s f o r whoa you h o l d 
Sh«r«a r » 9 i a t « r * d i n your naa* o r i n t h * n u * o f your noaiin*4t, or who h o l d 
S h a r « a r * 9 i a t « r * d i n t h a i r own naa*s, wa ara Mncloaing tha f o l l o w i n g d o c u M n t a : 

1 . Offa ." t o Purchaaa, da t*d Octobar 16, 1996* 

2 . L a t t * r o f T r a n m i t t a l t o b« ua*d by ho lda ra o f Sharaa i n accap t lng t h « 
O f f a r mni t m d a r i n q Sharaa; 

3. N o t i c a o f a u a r « n t * * d D a l i v a r y t o ba uaad t o accapt t h * O f f a r i f tha 
c a r t i f i c a t a a a v i d a n c i n ^ auch Sharaa { t h * "Shara C a r t i f i c a t v a t " ) ara not 
i a a i * d i * t * l y a v a i l a b l * or t i a * w i l l not p * r m i t a l l r * < r i i r * d docuvwita t o r**ch 
IBJ Schrodar Bank 4 Trua t Coapany ( tha "Dapositary**} p . i o r t o tha E x p i r a t i o n 
Data (aa d * f i n * d i n t b * O f f * r t o Purchaaa) o r tha procwdura f o r b o o k - * n t r y 
t r a n a f a r cannot b * noapJ.*t*d on a t i a a l y b « s i a ; 

4 . A l * t t * r t o ahar*nold*r3 o f t h * Coarf>any f r o « David M. LaVan, (Siairman, 
Pra9 id*nt and C h l a f Ex*cu t iva O f f i c a r , t o g * t h * r w i t h a 
S o l i c i t a t i o n / R * c o n * n d u t i o n S t a t a « * n t on Sch*dul* 14D-9 f i l * d w i t h ^h* 
S * c u r i t i * a and Exchan^a C o n i a a i o n by tha Coapany; 

5. A l a t t a r wh ich aay b * s « n t t o your c l i * n t a f o r whoa* accounts you h o l d 
Sharaa r * 9 i a t * r * d xn your nam* OK i n t h * n*a* o f your ncaxn**a, w i t h vpac* 
p r o v i d e d f o r o b t a i r . i n q suet. c l i * n t i < * i n s t r u c t i o n s w i t h r * 9 * r d t o t h * O f f * r ; 

6. G u i d * l i n * a o f t h * I n t * r n a : R*v*nu* S * r v i c * f o r C * r t i f i c a t i o n o f Taxpayer 
I d * n t i f i c a t i o r i Nuab*r on S u b a t i t u t « Fora W-9; and 

7 . R * t u m • n v * l a p * addr***-si t o t h * D * p o s i t « r y . 

Upon t h * t*rms and s u b i * c t t o t h * cor«ditiona o f t h * O f f * r ( i n c l u d i n g , i f 
t h * O f f * r i s * x t * n d * d or aa*nd*d, t h * t * r a s and c o n d i t i o n s of any auch * x t * n s i o n 
or «MnctB*nt>, Purchaaar w i l l purchaaa, by accapting f o r p«yB*nt, a r ^ w i l l pay 
f o r , an aggrcgat* o f 17,660,124 Shar*a v a l i d l y t * n d * r * d p r i o r t o t h * E x p i r a t i o n 
Dat* p r o a p t l y a f t * r t h * l a t * r *̂ o occur o f (1) t h * E x p i r a t i o n Dat* and ( i i ) t h * 
s a t i s f a c t i o n or waivax o f t h * c o n d i t i o n s s * t f o r t h i n "Conditions of t h * Off*r'' 
o f t h * O f f * r t o Purchas*. For purpoaas of ch* O f f * r , Purchaaar w i l l b* d**a*d t o 
hav* •ec*pt*d f o r p*ya*nt, and t h * r * b y purch*s*d, t * n d * r * d Sharaa i f , aa and 
wh*n Purchasar g i v a s o r a l or writt«n n o t i c a t o t h * D^>osit*ry of Purchaa*r*s 
•cc*ptanca o f such Sharas f o r p a v M n t . I n a l l c*s*s, payaant f o r Sharaa 
purchased pursu*nt t o t h * O f f * r k.-i:i b« a*d* o n l y a f f ^ tiB«:y f * c * i p t by t h * 
Dapositary o f ( i ) t h * Shara C a r t i f i c a t a s ox t i a a i y c o n f i r m a t i o n o t a boofc-*ntry 
t r a n s f a r o f such Sharas, i f such pcoc*dukc i s av^'.^labla, i n t o tha Dapoaitary'a 
account a t Th* Dapos^tory Trust Coapany or t h * P h i l a d * l p h i a D*pository Trust 
Coapany pursuant t o tho procaduras sat f o r t h i n "Procsdur** f o r T*nd*ring 
Sharas" o f t<>M O f f a r t o Purchaaa, ( i i ) cha L a t t a r o f T r a n s a i t t a l (or f a c s i a i l a 
t h a r a o f ) , ^ r o p * r l y cQapl*t*d and d u l y axacutad, or an Agant*a Hassaga (aa 
d a f i n a d i n "Accaptai.c* f o r Payaant and Payaant f o r Sharaa" of tha O f f a r t o 
Purchaaa) and ( i i i ) any othar docuaants ' ^ q u i t a d by tha L a t t a r of T r a n a a i t t a l . 

Purchasar w i l l not pay any f**a or coaaiasions t o any brokar or daalar or 
any o t h a r paraon ( o t h a r than t ha Daalar Managar and tha I n f o r a a t i o n Agant aa 
da s c r i b a d i n "Taas and Ejipanjias" o f t h * O f f * r t o Purchas*) i n conn*ction w i t h 
tha s o l i c i t a t i o n o f tandars o f Sharas pursuant t o tha O f f a r . Purchasar w i l l , 
howavar, upon r v q u a s t , r a i a b u r s * you f o r custoaary a a i l i n g and handling axpansas 
i n c u r r a d by you i n forwarding t ha anclosad a a t a r i a l a t o your c l i a n t s . 

Purchaaar w i l l pay any stoc k t r a n s f a r taxas i n c i d a n t t o tha t r a n s f a r t o i t 
of v a l i d l y tandarad Sharas, axcapt aa o t h a r w l s * p r o v i d a d i n I n s t r u c t i o n 6 o f tha 
L a t t a r o f T r a n s a i t t a l . 

YOUR PROMPT ACTION IS REQUESTED. WE URGE YOU TO CONTACT YOUR CLIENTS AS 
PROMrrLY AS POSSIBLE. THE OFFER, PRORATION PERIOD AND WITHDRAWAL RIGHTS WILL 
EXPIRE AT 12:00 MIDNIGHT, NEW YORK CITY TIMS, ON FRIDAY, NOVEMBER IS, 1996, 
UNLESS THE OFFER IS E::TENDED. 

I n ordar t o t a k a advantaga o f tha O f f a r , « d u l y axacutad and p r o p a r l y 
c o a p l a t a d L a t t a r o f T r a n s a i t t a l (or f a c s i a i l a t h a r a o l ) , w i t h any r a q u i r a d 
s i g n a t u r a guarantaas and any o t h * r r a q u i r a d docuaants, ahould ba aant t o t h * 
Dapositary, and c a r t i f i c a t a a a vidancing tha tandarad St^ras should ba d a l i v a r a d 
or such Sharas s h o u l d ba tandarad by book-antry tran s f * . ' , a l l I n accordanc* t # i t h 
t h * I n s t r u c t i o n s s * t f o r t h i n t h * L * t t * r o f T r a n s a i t t a l tnd t h * O f f * r t o 
Purch* !«*. 

I f h o l d * r s o f Sharss wish t o t*nd*r Sn«*r*s, but i t i s i a p r a c t l c a b l * f o r 
th«a t o forward t h * i r c * r t l f i c a t a s or o t h * r ^ a q u j r * d docia*.its p r i o r t o t h * 
E x p i r a t i o n Da^a, a tandai aay b* * f f * c t a d by f o l l o w i n g t h * guarant**d d * l i v * r v 
procaduras s p * c i f i a d undar "Proc'«dur*a f o r Iwndaring Shar*a* o f t h * O f f * r t o 
Purch***. 

Any i n q u i r i a s you aay h«va w i t h rasp^.w t o t h a O f f a r should ba addrassad t o 
tha Daalar Managar or t h T n f o r a a t i o n Ar^nt a t t h a i r r a s p a c t i v a addrassas and 
tal«phons nuabars s a t f o r t h on tha baC. covar paga o f tha O f f a r t o Purchasa. 

A i d d i t i o n a l c o p l * s o f t h * anclosa^ a s t s r i a l s aay b* ob t a i n * d f r o a t h * 
undaraignad, s t Wassarstain P a r a l l a 4 Co., I n c . , t a l a p h o n * (212) 969-2700 
( C o l l a c t ) or by c a l l i n g t h * I n f o r a a t i o n Ag*.tt, MacK*nzla Partnars, Inc., 
t * l * p h o n * l-eOO-322-2885 ( T o l l Fr**>, or f r o a b r o k * i . * , d * a l * r s , c c a a s r c i a l banks 
or t r u s t coapanlas. 

Vary t r u l y yours, 

Miassars ta in P * r * l l a « C J . , I n c . 
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NOTHING CONTAINED HEREIN OR IN THE ENCLOSED DOCUMENTS SHALL CONSTITUTE YOU 
OR ANY OTHER PERSON AS AN AGENT OF PARENT, PURCHASER, THE DEPOSITARY, THE 
INFORMATION AGENT OR THE DEALER MANAGER, OR ANY AFFILIATE OF ANY OF THE 
FOREGOING, OR AUTHORIZE YOU OR ANY OTHER PERSON TO USE ANY DOCUMENT OR MAKE ANY 
STATEMENT ON BEHALF OF ANY OF THEM IN CONNECTION WITH THE OFFER OTHER THAN THE 
DOCUMENTS ENCLOSED AND THE STATEMENTS CONTAINED THEREIN. 
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OFFER TO PURCHASE FOR CWH 

AN AGGREGATE OF 860, 124 SHARES CF 
COMMON STOCK 

AND 
SERIES A ESOP CONVERTIBLE JUNIOR PREFERRED STOCK 

(INCLUDING, I N EACH CASE, THE ASSOCIATED CO»*roN STOCK PURCHASE RIGHTS) 

OF 
CONRAIL INC. 

AT 

S92.50 NET PER SHARE 
BY 

GREEN ACQUISITION CORP. 
A WHOLLY OWNED SUBSIDIARY OF 

CSX CORPORATION 

THE OFFER, PRORATION PEr.IOD AND WITHDRAWAL RIGHTS WILL EXPIRE AT 12:00 MIDNIGHT, 
NEW YORK CITY TIME, ON FRIDAY, NOVEMBER 15, 1996 UNLESS THE OFFER IS EXTENDED. 

October 16, 1996 

To Our CX- T-*-1: 

Enclosed for your consideration i s an Offer to Purchase, c.ted October 16, 
1996 (the "u'.fer to Purchaae"), and the related Letter of Trar. m i t t a l (which, «s 
amended froit time to time, together constitute the "Offer") i n connection with 
the Offer by Green Acquisition Corp., a Pennsylvania corporation ("Purchaser") 
and a wholly owned subsidiary of CSX Corporation, a Vir g i n i a corporation 
("Parent"), to purchase an aggregate of 17,860,124 shares of ( i ) conroon stock, 
per value 51.00 per share (the "Conmon Shares"), and ( i i ) Series A ESOP 
Convertible Junior Preferred Stock, no par value (the "ESOP Preferred Shares" 
and, together with the Coimon Shares, the "Shares"), of Conrail Inc., a 
Pennsylvania corporation (the "Company"), including, i n each case, the 
associated Comnon Stock Purchase Rights (the "Rights") issued purauant to the 
Rights Agreement, dated as of July 19, 1989, between the Company and First 
Chicago Trust Conpany of New York, as Rights Agent (as amended, the "Righta 
Agreement") at a price of S92.50 per ".are, net to the s e l l e r i n caah, upon the 
terms and subject to the conditions set forth i n the Offer. ^11 references 
herein t o the Conwnon Shares, ESOP PreJerred Shares, or Shares ahall include the 
aaaociated Rights. 

Shareholdera whose c e r t i f i c a t e s evidencing Shares ("Share Certificates") 
are not lnmediately available or who cannot deliver th«;ir Share Certificates and 
a l l other documents required by the Letter of Transmittal to the Depoa. tary 
p r i o r to the Expiration Date (as defined i n "Terms of the Offer; Proration; 
Expiration Date" of the Offer to Purchase) or who cannot complete the procedure 
for d e l ivery by book-entry transfer tc the Depositary's account at a Book-Entry 
Transfer F a c i l i t y (as defined i n "Acceptance for Payment and Payment for Conmon 
Shares" of the Offer to Purchaae) on a timely basia and who wiah to tender t h j l r 
Sharea muat do so purai snt to the guaranteed delivery procedure deacribed i n 
"Procedurea for Tender.ng Sharea" of the Offer to Purchase. See Instruction 2 of 
the Letter of Tranamlttal. Delivery of documents to a Book-Entry Transfer 
F a c i l i t y i n accordance with the Book-Entry Transfer F a c i l i t y ' s procedures does 
not c o n s t i t u t e delivery to the Depositary. 

THE MATERIAL IS BEING SENT TO YOt; AS THE BENEFICIAL OWNER OF SHARES HELD BY 
US FOR YOUR ACCOUNT BUT NOT REGISTERED IN YOUR NAME. WE ARE THE HOLDER OF RECORD 
OF SHARES HELD BY US FOR YOUR ACCOUNT. A TENDER OF SUCH SHARES CAN BE MADE ONLY 
BY US AS THE HOLDER OF RECORD AND PURSUANT TO YOUR INSTRUCTIONS. THE LETTER OF 
TRANSMITTAI. IS FURNISHED TO YOU F0« YOUR INFORMATION ONLY AND CANNOT BE USED BY 
YOU TO TENDER SHARES HELD BY US FOR YOUR ACCOUNT. 

We request instructions as to whether you wiah to have ua tender on your 
behalf any or a l l of the Shares held by us for your account, upon the terms and 
subject t o the conditions set f o r t h In tha Offar. 

Your a t t e n t i o n i s I n v i t e d to the following: 

1. The terder price i a $92.50 per Share, net to the sel l e r i n caah. 

2. The Offer, proration period and withdrawal r i g h t s w i l l expire at 
12:00 Midnight, New York C i t y time, on Friday, November 15, 1996, unless 
the Offer i s extended. 

3. The Offer i s being made for an aggregate of 17,860,124 Shares. 
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4. The Board of Directors ot the Company has unanimously approved the 
Offer and the Merger (as defined in the Offer to Purchase), has determined 
that the Merger Agreement and the transactions contenplated thereby 
(including the offer and the Merger) are in the best interests of the 
Company and recommends that shareholders of the Company Uho desire to 
receive cash for their Shares accept the offer and tender their Shares 
pursuant to the Offer. 

5. The Offer i s conditioned upon, among other things, (a) the receipt 
by Purchaser, prior to the expiration of the Offer, of an informal written 
opinion in form and substance reasonably satisfactory to Purchaser frcm the 
staff of the Surface Transportation Board (the "STB"), without the 
Imposition of any conditions unacceptable to Purchaser, that the use of a 
voting trust in substantially the form contenplated by the Merger Agreement 
i s consistent with the policies of the STB against unauthorized 
acquisitions of control of a regulated carrier, (b) the receipt by 
Purchaser, prior to the expiration of the Offer, of an informal statement 
from the Premerger Notification Office of the Federal Trade Commission that 
the transactions contemplated by the Offer, the Merger Agreement and the 
Company Stock Option Agreement (as such terms are defined in the Offer to 
Purchase) are not •^'iect to, or are exempt from, the Hart-Scott-Rodino 
Antitrust Improvemc.iuJ Act of 1976, as amended (the "HSR Act"), or, in the 
absence of the receipt of such informal statement, any applicable waiting 
period under the HSR Act shall have expired or been terminated, (c) Parent 
and P-jrchaser obtaining, prior to the expiration of the Offer, sufficient 
financing, on terms reasonably acceptable to Parent, to enable consummation 
o. the Offer and the Merger and (d) there being at least 17,860,124 Shares 
validly tendered and not properly withdrawn prior to the expiration of the 
Offer. 

6. Tendering shareholders wi l l not be obligated to pay brokerage fees 
or commissions or, except as set forth in Instruction 6 of the Letter of 
Transmittal, stock transfer taxes on the purchase of Shares by Purchaser 
pursuant to the Offer. 

The Offer i s made solely by the Offer to Purchase and the related Letter of 
Transmittal and i s being made to a l l holder.* of Shares. Purchaser i s not aware 
of any state where the making of the Offer i s prohibited by administrative or 
ju d i c i a l action pursuant to any valid state statute. I f Purchaser becomes aware 
of any valid state statute prohibiting the making of the Offer or the acceptance 
of Shares pursuant thereto. Purchaser w i l l make a good faith effort to comply 
with such state statute. I f , after such good faith effort. Purchaser cannot 
conply with such state stctute, the Offer w i l l not be made to (nor w i l l tenders 
be accepted from or on behalf of) the holders of Shares in such state. In any 
jurisdiction where the securities, blue sky ur other laws require the Offer to 
be made by a licensed broker or dealer, the Offer shall be deemed to be made on 
behalf of Purchaser by the Dealer Manager or one or more registered brokers or 
dealers licensed under the laws of such jurisdiction. 

I f you wish to have us tender any or a l l of your Shares, please so instruct 
us by completing, executing and returning to us the .Instruction form contained 
in this letter. An envelope in which to return your instructions to us i s 
enclosed. I f you authorize the tender of your Shares, a l l such Share.i w i l l be 
tendered unless otherwise specified on the instruction form set forth in this 
l e t t e r . YOW INSTRUCTIONS SHOULD BE FORWARDED TO US IN AMPLE TIME TO PERMIT US 
TO SUBMIT A TENDER ON YOUR BEHALF PRIOR TO THE EXPIRATION OF THE OFFER. 
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INSTRUCTIONfS 
WITH RESPECT TO THE OFFER TO PURCHASE FOR CASH 

AN AGGREGATE OF 17,860,124 SHARES OF 
COMMON STOCK AND SERIES A ESOP CONVERTIBLE JUNIOR PREFERRED STOCK 

OF CONRAIL INC. 

The undersigned acknowledge(s) receipt of your letter and the enclcsed 
Offer to Purchase, dated October 16, 1996, and the related Letter of Transmittal 
(which, as amended from time to time, together constitute the "Offer"), in 
connection with the offer by Green Acquisition Corp., a Pennsylvania corporation 
("Purchaser") and a wholly owned subsidiary of CSX Corporation, a Virginia 
corporation ("Parent"), to purchase an aggregate of 17,860,124 shares of (i) 
common stock, par value $1.00 per share (the "Common Shares") and ( i i ) Series A 
ESOP Convertible Junior Preferred Stock, no par valu- (the "ESOP Preferred 
Shares" and, together with the Common Shares, the "Shares"), of Conrail Inc., a 
Pennsylvania corporation (the "Company") including, in each case, the associated 
Common Stock Purchase Rights (the "Rights") issued pursuant to the Rights 
Agreement, dated July 19, 1989, between the Company and Fir s t Chicago Trust 
Company of New York, as Rights Agent (as the "Rights Agreement"). A l l references 
herein to the Common Shares, ESOP Preferred Shares or Shares shall include the 
associated Rights. 

This w i l l instruct you to tender to Purchaser the number of Shares 
indicated below (or, i f no number i s indicated in either appropriate space 
below, a l l Shares) held by you for the account of the undersigned, upon the 
terms and subject to the conditions set forth in the Offer. 

Number of Sharea 
Sharaa 

Account Number: 
Dated: , 1996 

to be Tendered* SIGN HERE 

SIGNATURE(S) 
PLEASE TYPE OR PRINT NAMC(S) HERE 

PLEASE TYPE OR PRINT ADDRESS (ES) HERE 
AREA CODE AND TELEPHONE NUMBER 

TAXPAYER IDENTIFICATION OR SOCIAL SECURITY 
NUMBER(S) 

* Unless Otherwise indicated, i t w i l l be assumed that a l l Shares held by us for 
your account are to be tendered. 
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CUIDtLHreS roK C M T i r i O T I O M or TAXPAYE* IDtHTIflCATIOl* 
NUMBER OK SUBSTITUTE FO«M W-9 

OUtDKLINES Ton DETtlMINIHS THE PKOPtR IDIMTIFICATIOW WMBCX TO GIVE THE 
VAyEK. - - Soc ia l S e c u r i t y nuab*r. . lav. n i n . d i b i t s • . p . r . t ^ l by two hyph.ni : 
i . . . 000-00-0000. l a f > l o v r i d . n t i f i c t i o n niabers h . v . n i n . d i g i t . * . p . r . t « l by 
only on. hyphen: i . . . 00-0000000. T h . t . b l . b.low w i l l h . l p d . t . n i n . t h . nuBb.r 
to 9 l v . t h . p . y . 1 -

r09 THIS TYPE OF ACO0(MT: 

GIVE THE TAXPAYER 
IDENTIFICATION 

NUMBER OF — 

1. An i n d i v i d u a l ' , account 
2 . Two or B o r . i n d i v i d u a l . O o i n t 

account) 

3. Huab.nd and w l f . ( j o i n t aeeeunt) 

Custodian account of a minor (Uniforv 
G i f t to Hinor . Act) 
Adult and ainor ( j o i n t account) 

. JUrcount in t h . n a s . of 9u . rd ian or 
I 11—11 tin for a d M i f n a t w l ward, 
• i n o r , or incoapetant paraon 

. a . T h . U.U.1 r .vocab la aav ing . t r u s t 
account (grantor i a a l . o t r u a t M ) 

b . S o - c a l l « l t r u s t .ceount that i s not 
r l ega l or v a l i d truat undar S t a t . 
1.W 

. S o l . propri.torship account 

Th. i n d i v i d u a l 
Th. actual owner of 
t h . account or, i f 
coabinwi funds, any 
on. of t h . 
i n d i v i d u a l a d ) 
T' actual own«r of 
t. account or, i f 
j o i n t funds, . i U i e r 
person(1) 
Th. BinorIZ) 

Th. adult or, i f the 
•inor i s t h . only 
contributor, t h . 
ei nor(1) 
Th. ward, einor. or 
IncoapotMit p.rson(3) 

Th. grantor-
t r u s t M ( l ) 
Th. . c t u a l OMn.r(l} 

Th. own.r(4) 

FOR THIf TYPE OF ACOOCHT: 

GIVE THE TAXPAYER 
IDENTIFICATION 
NWBBR or ~ 

*. A v a l i d t r u s t , e s t a t . or pmsion tr u s t Th. Legal e n t i t y (Do 
not furniah t h . 
i d . n t i f y i n g nuaber of 
t h . ^lersonsl 
r . p r i i . . n t a t i v . or 
t r u s t M unl..s the 
le g a l . n t i t y i t s s l f 
i s not designated i n 
t h . account 
t i t l . . l i i ) 
Th. corporation 
Th. organixatiofi 

T^a partnarship 

Th. organisation 

Th. brokor or nceinee 
Th. public m i t i t y 

10. Corporat. account 
11. Roligioua, c h a r i t a b l a , or educational 

organization account 
12. Partnership account hold i n t h . n u . 

of t h . businsss 
13. Association, club, or othar ta«-»x»pt 

organization 
14. A brokar or r.glst.r«l noainM 
t s . Account with the D.p.rtam>t of 

Ag r i c u l t u r . i n t h . nee. of . public 
e n t i t y (such aa a S t a t , or l o c . l 
gov.rnaent, school d i s t r i c t , or 
prison) that r e c . l v M a g r i c u l t u r a l 
prograe payeants 

(1) L i s t f i r a t and e i r c l o the naae of t h . person whose nuaber you furnish. 

(2) C i r c l e the minor's nsM snd furnish t h . a i n o r * . s o c i a l s e c u r i t y niabar. 

(3) C i r c l e t h . ward'a, alnor's or incoapat.nt parson's naa. and furnish auch 
person's s o c i a l s e c u r i t y n>a>ber. 

(4) Show t h . rmmt of t h . own.r. 

(5) U s t f i r s t and c i r c l e t h . naa. of t h . lagal t r u s t , . s t a t s , or panalon t r u s t . 

NOTBt I f no nM. i s c i r c l e d when there i s aora than on. n u . , t h . nuBb.r w i l l b. 
considered to be that of t h . f i r a t naa. l i . t w l . 
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GUIDELINES FOR CERTIFICATION OF TAXPAYER IDENTIFICATION 
NUMBER ON SUBSTITUTE FORM W-9 

PAGE 2 

OBTAINING A NUMBER 

I f yoj do not have a taxpayer identification number or you do not know your 
number, obtain Form SS-5, Application for a Social Security Number Card, or Form 
SS-4, Application for Employer Identification Number, at the local office of the 
Social Security Administration or the Internal Revenue Service and apply for a 
number. 

PAYEES EXEMPT FROH BACKUP WITHHOLDING 

Payees sp e c i f i c a l l y exempted from backup withholding on ALL payments include the 
following: 

- A corporation. 
- A financial institution. 
- An organization exempt from tax under section 501(a), or an individual 

retirement plan. 
- The United States or any agency or instrumentality thereof. 
- A State, the Di s t r i c t of Columbia, a possession of the United States, oi: 

any subdivision or instrumentality thereof. 
- A foreign government, a po l i t i c a l subdivision of a foreign government, or 

any agency or i strumentality thereof. 
- An international organization or any agency, or instrumentality thereof. 
- A registered dealer in securities or commodities registered in the U.S. or 

a possession of the U.S. 
- A real estate investment trust. 
- A common trust fund operated by a bank under section 584(a). 
- An exenpt charitable remainder trust, or a non-exenpt trust described in 

section 4947(a)(1). 
- An entity registered at a l l times under the Investment Company Act of 1940. 
- A foreign central bank of issue. 

Payments of dividends tnd patronage dividends not generally subject to backup 
withholding include the following: 

- Payments to nonresident aliens subject to withholding under section 1441. 
- Payments to partnerships not engaged in a trade or business in the U.S. and 
which have at least one nonresident partner. 

- Payments of patronage dividends where the amount received i s not paid in 
money. 

- Payments made by certain foreign organizations. 
- Payments made to a nominee. 

Payments of interest generally subject to backup withholding include the 
following: 

- Payments of interest on obligations issued by individuals. Note: You may be 
subject to backup withholding i f this interest i s $600 or more and i s paid 
in the course of the payer's trade or business and you have not provided 
your correct taxpayer identification niomber to the payer. 

- Payments of tax-exempt interest (including exempt-interest dividends under 
section 852) . 

- Payments described in section 6049(b)(5) to nonresident aliens. 
- Payments on tax-free covenant bonds under section 1451. 
- Payments made by certain foreign organizations. 
- Payments made to a nominee. 

Exenpt payees described above should f i l e Form W-9 to avoid possible erroneous 
backup withholding. FILE THIE FORM WITH THE PAYER. FURNISH YOUR TAXPAYER 
IDENTIFICATION NUMBER, WRITE "EXEMPT" ON THE FACE OF THE FORM, AND RETURN IT TO 
THE PAYER. I F THE PAYMENTS ARE INTEREST, DIVIDENDS, OR PATRONAGE DIVIDENDS, ALSO 
SIGN AND DATE THE FORM. 

Certain payments other than interest, dividends, and patronage dividends, that 
are not subject to information reporting are also not subject to backup 
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withholding. For details, see the regulations under sections 6041, 6041A(a), 
6045, and 6050A. 

PRIVACY ACT NOTICE. ~ Section 6109 requires most recipients of dividend, 
interest, or other payments to give taxpayer identification numbers to payers 
v*o must report the payments to the IRS. The IRS uses the numbers for 
identification purposes. Payers must be given the numbers whether or "©t 
recipients are required to t i l e a tax return. Payers must generally withhold 31% 
of taxable interest, dividend, and certain other payments to a payee who does 
not furnish a taxpayer identification number to a payer. Certain penalties may 
also apply. 

PENALTIES 

(1) PENALTY FOR FAILURE TO FURNISH TAXPAYER. IDENTIFICATION NUMBER. I f you 
f a i l to furnish your taxpayer identification number to a payer, you are subject 
to a penalty of S50 for each such failure unless your failure i s due to 
reasonable cause and not to wi l l f u l neglect. 

(2) rAlLURE TO REPORT CERTAIN DIVIDEND ANL INTEREST PAYMENTS. — If you fai l to 
include any portion of an includible payment for interest, dividends, or 
patronage dividends in gross income, such failure will be treated as being due 
to negligence and will be subject to a penalty of 20% on any portion of an 
underpayment attributable to that failure unless there is clear and convincing 
evidence to the contrary. 

(3) CIVIL PENALTY FOR FALSE INFORMATION WTTH RESPECT TO WITHHOLDING. — i f you 
make a false statement with no reasonable basis vrtiich results in no imposition 
of backup withholding, you are subject to a penalty of $500. 

(4) CRIMINAL PENALTY FOR FALSIFYING INFORMATION. —• F a l s i f y i n g c e r t i f i c a t i o n s or 
affirmations may subject you to criminal penalties including fines and/or 
imprisonment. 

FOR ADDITIONAL INFORMATION CONTACT YOUR TAX 
CONSULTANT OR THE INTERNAL REVENUE SERVICE 
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EXHIBIT (a)(7) 

CONTACTS: CSX Corporation 
Thomas E. Hoppin 
(804) 782-1450 

Conrail Inc. 
Craig R. MacQueen 
(215) 209-4594 

FOR IMMEDIATE RELEASE 

CSX AND CONRAIL TO COMBINE 
IN PRO-COMPETITIVE, STRATEGIC MERGER 

RICHMOND AND PHiLADiLPHIA ~ Oct. 15, 1996 — CSX Corporation (CSX) 
(NYSE: CSX) and Conrail Inc. (Conrail) (NYSE: CRR), leading transportation 
conpanies with conplementary eastern r a i l routes, announced today they have 
agreed to a strategic merger. The merger agreement c a l l s for Conrail 
shareholders to receive a combination of cash and CSX shares valued at 
approximately $8.4 bi l l i o n , or $92.50 per Conrail share, based on the recent 
trading prices for CSX's common stock. The parties w i l l propose a schedule that 
contemplates completion of the transaction in late 19?''. 

The merger w i l l create the leading freight transportation and logistics 
company in the world with annual revenues of more than $14 billion, offering 
domestic and international customers r a i l , container-shipping, barge, 
intermodal and contract logistics services. The newly created transportation 
system wi l l offer much more extensive single-Line r a i l service opportunities to 
shippers and receivers in 22 states and w i l l have a 29, 645 mile system, 
covering a territory from Chicago, Boston and New York to Miami and New 
Orleans. 

John w. Snow, chairman, president and chief executive officer of CSX, 
said, "This merger of equals represents a strategic combination that w i l l 
provide excellent value for our customer.*! and our shareholders, and i s 
consistent with sound public policy. This i s the right merger at the right time 
between the right companies. 

"This dynamic combination i s a 'win-win' transaction for the 
shareholders of both companies, our customers and the communities we both 
serve. We w i l l have the financial strength to make substantial infrastructure 
investments and service improvements. The transaction w i l l have an imnediate, 
positive effect on cash flow and w i l l be accretive to earnings per share in the 
second year. Together, the companies w i l l have stronger revenue, cash flow and 
earnings growth than they would have had on their own. The merged coapany w i l l 
be the premier freight transportation conpany in North America and, as such, we 
should command a premium price/earnings multiple — thus creating greater value 
for our shareholders," Snow said. 
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"Our new company w i l l provide new single-line r a i l service to major 
markets east of the Mississippi and w i l l greatly benefit shippers, the 
communities served and the nation as a whole. The merger w i l l extend our 
customers' market reach, speeding service and enhancing their conpetitive 
position.1 at home and abroad. I t makes the most efficient use of existing 
transportation infrastructure, thereby lowering the total cost of transporting 
American products, " Snow said. 

"Moreover, " Snow said, "this transaction offers an opportunity to 
improve passenger safety and service and to begin to address the need to 
separate freight and passenger service in high-density commuter and Amtrak 
corridors, including Philadelphia, Baltimore and Washington, D.C. We hope to 
consolidate much of our freight service on the CSX line between Philadelphia 
and Washington, thereby reducing freight operations on Amtrak's northeast 
corridor south of Philadelphia. Additionally, the contenplated a b i l i t y to 
reroute some freight trains from other routes should free up capacity on other 
CSX lines, such as the Harper's Ferry-Washington line used by Maryland commuter 
trains. Such inprovements can be addressed only through this transaction." 

"We are delighted to be merging with our ideal partner," said David M. 
LeVan, Conrail's chairman, president, and chief executive officer. "Conrail 
today i s a strong railroad, but recent changes in industry structure and in 
U.S. patterns of distribution require a bro.Tler market reach. The new company 
we are creating w i l l be more cr^noetitive with trucks and other modes of 
transportation. Where new, single line services are possible, we w i l l provide 
our customers one point of contact, ?rd eliminate the costs and delays now 
layered over every step in the service process. 

"Our customers w i l l enjoy significantly improved, more competitive 
freight transportation service that w i l l result in greater service innovation 
and competitive pricing. The merger wi l l allow us to build on the coal, 
merchandise, intermodal and logistics strengths of both conpanies. Importantly, 
our conpanies share an unconpromising commitment to safety, operating 
excellence and superior service and have compatible cultures that w i l l expedite 
realization of the benefits of the merger," LeVan said. 

Under the terms of the transaction, 40 percent of the f u l l y diluted 
shares of Conrail's common stock and ESOP preferred stock w i l l be acquired for 
cash at $92.50 per share, and the remaining 60 percent w i l l be acquired for 
stock at an exchange ratio of 1.85619 CSX shares for each Ccnrail share. 

CSX w i l l pronptly commence a cash tender offer at $92.50 per Conrail 
share for an aggregate of about 17.9 million shares of Conrail commun stock and 
ESOP preferred stock, or approximately 19.9 percent of the Conrail outstanding 
voting stock. The offer w i l l be subject to the usual conditions, including 
Surface Transportation Board (STB) informal approval of a customary voting 
trust ano obtaining the necessary financing. 
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A Pennsylvania statute effectively precludes CSX from acquiring 20 

percent or more of Conrail's voting shares in the tender offer, unless the 
Conrail shareholders vote to opt-out of the statute by a majority of the Conrail 
shares voting at a meeting. A meeting to vote on the opt-out is expected to be 
held prior to the expiration of the tender offer. Following approval, the Merger 
Agreement effectively provides that an aggregate of 40 percent of the fully 
diluted shares will be purchased for cash in this tender offer or in another 
offer that may be made. If approval is not obtained, the cash not paid in the 
offer would be paid in the subsequent merger. 

The companies also have granted each other an option to purchase 19.9 
percent of the other's common shares under certain conditions. The 19.9 percent 
option held by CSX also would be exercisable i f i t purchases shares in the 
offer. 

Following STB approval of the merger, and after other conditions have 
been met, the conpanies will conplete their merger through an expected tax-free 
exchange of stock at an exchange ratio of 1.85619 CSX shares for each remaining 
Conrail share. The application for STB approval of the transaction is expected 
to be filed in early 1997, and the parties will propose a schedule that 
contenplates a decision toward that year's end. Pending STB review, the shares 
purchased will be placed in the voting trust. 

Total benefits from the merger will be about $550 million annually, 
based on the realization of cost savings from operating efficiencies, facility 
consolidations, overhead rationalization, and other activities, and new traffic 
volumes earned by enhanced service. The combined comf>any will make investments 
to support revenue growth, and will create a stieamlined organization that 
incorporates the best of both companies while comMning facilities and 
realizing economies of scale. The conpanies stated i.h<̂y expect there will be 
some job losses as a result of consolidations and the elimination of 
redundancies, but these will be offset over time by new emplot^ent 
opportunities resulting from growth of the business. 

The merger will yield .lew, competitive services that neither railroad 
can now offer or its own. The new system will have faster schedules, more 
frequent and reliable service, with shorter routes and improved equipment 
supply and utilization. The new system will create major, new single-line 
service routes between north-south markets. Moreover, the creation of a 
single-line route along the Atlantic corridor will provide a much needed, 
cost-effective and environmentally superior intermodal alternative to truck 
traffic now being hauled over 1-95 and other north-south interstate highways. 
Many shiK>ers will be attracted from the he»vily congested highways and uroan 
centers by the quality of service offered by the combined conpany. 

"The ability to compete more effectively foi truck traffic is an 
exciting growth opportunity that offers significant public benefits including 
the reduction of highway traffic, improved envixi>,iii<ental conditions and areater 
safety," LeVan said. 
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In r a i l corridors where CSX and Conrail both have routes, there will be 

significant operating t>enefits and, in many cases, major reductions in length 
of haul. Where their routes are end to end, there will be extensive new 
single-line service for shippers. Integrating the entire network, moreover, 
will produce significant additional benefits in traffic handling and marketing, 
and in facility and equipment utilization. 

As a result of these many service and efficiency benefits, competition 
will be enhanced. Where CSX and Conrail are now the only r a i l conpetitors, the 
merger partners are willing to agree to grant conpetitive access. There, 
shippers will continue to enjoy two-railroad competition, and will receive the 
competitive benefits of a more efficient CSX/Conrail system and single-line 
routes to many new destinations. 

Snow will become chairmar. and c.'>ief executive officer of the new holding 
conpany. LeVan will become the new holding conpany's president and chief 
operating officer. The board of airectors will be conposed of an equal number of 
members from the boards of CSX and Conrail. Upon consummation of the 
trans«jtion, LeVan will be president and chief executive officer of the two 
railr ads. LeVan will succeed Snow as chief executive officer of the new company 
two years after consxmnnation of the merger, and Snow will serve as chairman of 
the corporation for the two years thereafter. 

The new holding company will be headquartered in Philadelphia, with a 
significant presence in Richmond. Operating headquarters for the two railroads 
will remain in Philadelphia and Jacksonville for the foreiieeable future. A new 
name for the combined conpany will be announced at a latex time. 

The transaction has been unanimously approved by the >>oards of 
directors of both conpanies. I t is subject to the approval of shareholders of 
both companies and STB approval. Under th^ terms of the agreement, CSX or 
Conrail is each entitled, under certain circumstances, to receive a termination 
fee of $300 million from the other in tne event the merger is not completed 
because of a competing offer for the other company. 

CSX is being advised on the transaction by Wasserstein Perella c Co., 
uhich has alno provided a fairness opinion. Salomon Brothers Inc. has also been 
retained to advise CSX on post-transaction financing matters. Conrail is being 
advised by and has received fairness opinions from Lazard Freres 4 Co. LLC and 
Morgan Stanley Incorporated. 

CSX Corporation, headqua.rtered in Richmond, VA, i s an International 
transportation conpany offering a variety of r a i l , container-shipping, 
intermodal, trucking, barge, and contract logistics services. 
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Conrail, with corporate headquarters in Philadelphia, PA, operates an 
11,000-mile r a i l freight network in 12 northeastern and midwestem states, the 
District of Columbia, and the Province of Quebec. 

Additional information regarding this announcement can be found on tbm 
companies' Web sites on the Internet. CSX's home page can be reached at 
http://www.CSX.com. Conrail's home page can be reached at 
http://www.CONRAIL.com. 

NO*E TO BROADCAST «!DITORS: 

A live satellite feed of B-roll from both CSX and Conrail will be available: 

Tuesday, October 15 from 10:00 a.m. to 10:30 a.m. (EDT) — coordinates are 
C-Band Telstar 401, Transponder 5 

Tuesday, October 15 from 1:30 p.m. to 2:00 p.m. (EDT) ~ coordinates are C-B«nd 
Telstar 402, Transponder 18 

mm 
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EXHIBIT (a)(8) 

This announcement i s neither an o f f e r to purchase nor a s o l i c i t a t i o n of an 
o f f e r t o s e l l Shares. The Offer i s made s o l e l y by the Offer t o Purchase 

dated October 16, 1996 and the related Letter of Transmittal and i s 
being made to a i l holders of Shares. The Offer i s not being made 
to (nor w i l l tenders be accepted from or on behalf of) holders 

of Shares i n any j u r i s d i c t i o n i n vrtiich the making of the 
Offer or the acceptance thereof would not be i n compliance 
with the laws of such j u r i s d i c t i o n . In those j u r i s d i c t i o n s 
where s e c u r i t i e s , blue sky or other laws require the Offer 

to be made by a licensed broker or dealer, the Offar 
s h a l l be deemed to be made on behalf of Gr^en 
Acquisition Corp. by Wasserstein Pereila i 

Co., Inc. or one or more registered 
brokers or dealers licensed under 
the laws of of such j u r i s d i c t i o n . 

Notice of Offer to Purchase f o r Cash 
An Aggregate of 17,860,124 Shares 

of Common Stock 

and 

Series A ESOP Convertible Junior Preferred Stock 
(including, i n each case, the associated "onmon Stock Purchase Rights) 

of 

Conrail Inc. 

at 

$92.50 Net Per Share 

by 

Green Acquisition Corp., 
a wholly own^id subsidiary of 

CSX Corporation 

f^reen Accpjjsition Corp. ("Purchaser"), a Pennsylvania corporation and a 
wholly owned subsidiary of CSX Corporation, a V i r g i n i a corv-jration ("Parent"), 
hereby o f f e r s to purchase an aggregate of 17,860,124 shares of ( i ) coimnon stock, 
par value $1.00 per share (the "Common Shares"), and ( i i ) Series A ESOP 
Convertible Junior Preferred Stock, without par value (the "ESOP Preferred 
Sharea" and, together with the Conjnon Shares, the "Shares"), of Conrail Inc., a 
Pennsylvania corporation (the "Company"), including, in each casf, the 
associated Conmon Stock Purchase Rights (the "Rights") issued pursuant to the 
Rights Agreement, dated as of July 19, 1989, between the Company and F i r a t 
Chicago Trust Company of New YorK, as Rights Agent (as amended, tho "Rights 
Agreement"), at a price of $92.50 per Share, net to the s e l l e r i n cash, without 
i n t e r e s t thereon (the "Offer Price"), upon the cerms and suoject t o the 
conditions set f o r t h i n the Offer t o Purchase dated October 16, 1996 (the "Offer 
to Purchase") and i n the related Letter of Transmittal (which, as amended from 
time to time, together constitute the "O f f e r " ) . Unless the context otherwise 
rec|uires, a l l references to Coimnon Shares, ESOP Preferred Shares or Shares s h a l l 
include the associated Rights, and a l l references to the Rights s h a l l include 
the laenefits that may enure to holders of the Rights pursuant t o the Rights 
Agreement, including the r i g h t to receive any payment due upon redemption of the 
r i g h t a . 

I f , p r i o r to the expiration of the Offer, the shareholders of the Company 
approve an 
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amendment to the Company's Articles of Incorporation to opt out of the 
provisions of Chay^ter 25, Subchapter E of tne Pennsylvania business Corporation 
Law (related to "control transactions"), Purchaser may, depending on the 
circumstances, increase the number of Shares that w i l l be accepted in the Offer 
to 40% of the outstanding Shares on a fully diluted basis as of October 14, 
1996 (excluding Shares issuable pursuant to the Company Stock Option Agreement 
(as defined in the Offer to Purchase)). The Company has agreed in the Merger 
Agreement (as defined below) to seek such approval as sof, as practicable after 
execution of the Merger Agreement. 

THE OFFER, PRORATION PERIOD AND WITHDRAWAL RIGHTS WILL EXPIRE AT 12:00 
MIDNIGHT, NEW YORK CITY TIME, ON FRIDAY, NOVEMBER 15, 1996, UNLESS THE 
OFFER IS EXTENDED. 

The Offer i s conditioned upon, among other things, prior to the expiration 
of the Offer, (1) the receipt by Purchaser of an informal written opinion in 
form and substance reasonably satisfactory to Purchaser from the staff of the 
Surface Transportation Board (the "STB"), without the imposition of any 
conditions unacceptable to Purchaser, that the use of a Voting Trust in 
substantially the form contemplated by the Merger Agreement i s consistent with 
the policies of the STB against unauthorized acquisitions of control of a 
regulated carrier, (2) the receipt by Purchaser of an informal statement from 
the Premerger Notification Office of the Federal Trade commission that the 
transactions contenplated by the Offer, the Merger Agreement and the Conpany 
Stock Option Agreement are not subject to, or are exempt from, the 
Hart-Scott-Rodino Antitru',t Inprovements Act of 1976, as amended (the "HSR 
Act"), or, in the absence of the receipt of such informal statement, any 
applicable waiting perio*! under the HSR Act shall have expired or been 
terminated, (3) Parent .in-l Purchaser having obtained, on terms reasonably 
acceptable to Parent, s ifficient financing to enable consummation of the Offer 
and the Merger and (4) ;here being at least 17,860,124 Shares validly tendered 
•nd not withdrawn. 

The Board of Directors of the Company has unanimously approved the Offer 
and the Merger, determined that the Merger Agreement and the transactions 
contemplated thereby (including the Offer and the Merger) are in the best 
interests of the Conpany and recommends that shareholders of the Conpany vrtio 
desire to receive cash for their Shares accept the Offer and tender their Shares 
pursuant to the Offer. 

The Offer i s being made pursuant to an Agreement and Plan of Merger, dated 
as of October 14, 1996 (tht "Merger Agreement"), by and eunong the Company, 
Parent and Purchaser. The Merger Agreement provides, among other things, that 
subject to the satisfaction or waiver of certain conditions set forth in the 
Merger Agreement (including approval of the Merger by the STB), the Company w i l l 
merge (the "Merger") with and into Purchaser, with Purchaser continuing as the 
surviving corporation. In the Merger, each outstanding Share (other than Shares 
held in the treasury of the Company or owned by Parent, Purchaser or any other 
v^olly owned subsidiary of Parent or the Company) wil l be converted, at the 
election of the holder of Shares, 
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subject to certain terms and conditions, into the right to receive $92.50 in 
cash, 1.85619 shares of common stock, par value $1.00 per share ("Parent Common 
Stock"), of Parent, or a combination of such cash and shares of Parent Common 
Stock. The Merger Agreement provides that the aggregate number of Shares to be 
converted into Parent Common Stock pursuant to the Merger shall be equal as 
nearly as practicable to 60% of a l l outstanding Shares (excluding Shares 
outstanding pursuant to the Company Stock Option Agreement), and that the 
aggregate number of Shares to be converted into the right to receive $92.50 in 
cash per Share pursuant to the Merger, together with the Shares acquired by 
Purchaser (other than pursuant to the Company Stock Option Agreement), shall be 
equal as nearly as practicable to 40% of such outstanding Shares. 
Simultaneously with the execution of the Merger Agreement, Parent and the 
Conpany also entered into the Parent Stock Option Agreement (as defined in the 
Offer to Purchase) and the Company stock Option Agreement, each of which i s 
described in Section 13 of the Offer to Purchase. 

Purchaser exp-essly reserves the right, in i t s sole judgment and subject to 
the terms of the Merger Agreement, at any time and from time to time and 
regardless of whether any of the events set forth in Section 15 of the Offer to 
Purchase shall have occurred or shall have been determined by Purchaser to have 
occurred, (i) to extend the period of tune during which the Offer i s open and 
thereby delay acceptance for payment of, and the payment for, any Shares, by 
giving oral cr written notice of such extension to the Depositary (as defined in 
the Offer to Purchase) and ( i i ) to amend the Offer in any respect by giving oral 
or wr.vtten notice of such amendment to the Depositary. Any such extension or 
amendaent w i l l be followed as promptly as practicable by a public announcement 
thereof, such announcement in the case of an extension, to be issued not later 
than 3:00 a.m.. New York City time, on the next business day after the 
previously scheduled Expiration Date (as defined in the Offer to Purchase). 
D'lring any such extension, a l l Shares previously tendered and not withdrawn w i l l 
re*\ain subject to the Offer, subject to the right of a tendering shareholder to 
withdraw such shareholder's Shares. 

Purchaser w i l l , upon the terms, and subject to the conditions of the Offer, 
pure \ase an aggregate of 17,860,124 Shares on a pro rata basis (with adjustments 
to avoid purchase of fractional Shares) based upon the number of Shares properly 
tende.-ed on or prior to the Expiration Date and not withdrawn. Due to the 
dif f i c u l t y of determining the precise number of Shares properly tendered and not 
withdrawn, i f proration i s required. Purchaser does not expect to announce the 
final results of proration or pay for Shares until at least five New York Stock 
Exchange trading days after the Expiration Oate. Preliminary results of 
proration w i l l be announced by press release as promptly as practicable after 
the Expiration Date. Holders of Shares may obtain such preliminary information 
when i t becomes available from the Information Agent and may be able to obtain 
such information from their brokers. 

For purposes of the Offer, Purchaser w i l l be deemed to have accepted for 
payment, and thereby purchased. Shares validly tendered and not properly 
withdravin as, i f and when Purchaser gives oral or written notice to the 
Depositary of Purchaser's 
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acceptance of such Shares for payment pursuant to the Offer. In a l l cases, upon 
the terms and subject to the conditions of the Offer, payment for Shares 
purchased pursuant to the Offer w i l l be made by deposit of the purchase price 
therefor with the Depositary, which w i l l act as agent for tendering 
shareholr>rs for the purpose of receiving payment from Purchaser and 
transmitting payment to validly tendering shareholders. Under no circumstances 
w i l l interest on the purchase price for Shares be paid by Purchaser by reason 
of any delay in making such payment. In a l l cases, payment for Shares purchased 
pursuant to the Offer wi l l be made only after timely receipt by the Depositary 
of (a) certificates for such Shares ("Certificates") or a book-entry 
confirmation of the book-entry transfer of such Shares into the Depositary's 
account at The Depository Trust Company or the Philadelphia Depository Trust 
Company (collectively, the "Book-Entry Transfer F a c i l i t i e s " ) , pursuant to the 
procedures set forth in Section 3 of the Offer to Purchase, (b) the Letter of 
Transmittal (or facsimile thereof) properly completed and duly executed, with 
any required signature guarantees, or an Agent's Message (as defined in the 
Offer to Purchase) in connection with a book-entry transfer, and (c) any other 
documents required by the Letter of Transmittal. 

I f , for any reason whatsoever, acceptance for payment of any Shares tendered 
pursuant to the Offer i s delayed, or i f Purchaser i s unable to accept 
for payment or pay for Shares tendered pursuant to the Offer, then, without 
prejudice to Purchaser's rights set forth in the Offer to Purchase, the 
Depositary may, nevertheless, on behalf of Purchaser, retain tenderea Shares and 
such Shares may not be withdrawn except to the extent that the tendering 
shareholder i s entitled to and duly exercises withdrawal rights as described in 
Section 4 of the Offer to Purchase. Any such delay w i l l be followed by an 
extension of the Offer to the extent required by law. 

I f any tendered Shares are not accepted for payment for any reason pursuant 
to the terms and conditions of the Offer (including proration due to tenders of 
more than 17,860,124 Shares), or i f Share Certificates are submitted evidencing 
more Shares than are tendered. Share Certificates evidencing unpurchased Shares 
w i l l be returned, without expense to the tendering shareholder (or, in the case 
of Shares tendered by book-entry transfer into the Depositary's account at a 
Book-Entry Transfer Facility pursuant to the procedure set forth in Section 3, 
such Shares w i l l be credited to an account maintained at such Book-Entry 
Transfer F a c i l i t y ) , as promptly as practicable following the expiration or 
termination of the Offer. 

Except as otherwise provided in Section 4 of the Offer to Purchase, tenders 
of Shares made pursuant to the Offer are irrevocable. Shares tendered pursuant 
to the Offer may be withdrawn at any time prior to 12:00 Midnight, New York City 
time, on Friday, November 15, 1996 (or i f Purchaser shall have extended the 
period of time for which the Offer i s open, at the latest time and date at which 
the Offer, as so extended by Purchaser, shall expire) and unless theretofore 
accepted for payment and paid for by Purchaser pursuant to the Offer, may also 
be withdrawn at any time after December 14, 1996. In order for a withdrawal to 
be effect ive, a written, telegraphic or facsimile transmission notice of 
withdrawal must be timely received by the 
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Depositary at one of i t i addresses net forth on the back cover of the Offer to 
Purchase. Any notice of withdrawal must specify the name of the person who 
tendered the Shares to be withdrawn, the number of Shares to be withdrawn, and, 
i f Certificates for Shares have been tendered, the name of the registered 
holder of the Shares as set forth in the tendered Certificate, i f different 
from that of the person who tendered such Shares. I f Certificates for Shares to 
be withdrawn have been delivered or otherwise identified to the Depositary, 
then prior to the physical release of such Certificates, the se r i a l numbers 
shown on such Certificates evidencing the Shares to be withdrawn must he 
submitted to the Depositary and the signature on the notice of withdrawal must 
be guaranteed by a firm vrtiich i s a bank, broker, dealer, credit union, savings 
association or other entity that i s a member in good standing of the Securities 
Transfer Agent's Medallion Program (an "Eligible Institution"), unless such 
Shares have been tendered for the account of an Eligible Institution. I f Shares 
have been tendered pursuant to the procedures for book-entry transfer set forth 
in Section 3 of the Offer to Purchase, any notice of withdrawal must also 
specify the name and number of the account at the appropriate Book-Entry 
Transfer F a c i l i t y to be credited with the withdrawn Shares and otherwise comply 
with such Book-Entry Transfer Facility's procedures. Withdrawal of tenders of 
Shares may not be rescinded, and any Shares properly withdrawn w i l l be deemed 
not to be validly tendered for purposes of the Offer. Withdrawn Shares may, 
however, be retendered by repeating one of the procedures set forth in Section 
3 of the Offer to Purchase at any time before the Expiration Date. Purchaser, 
in i t s sole judgment w i l l determine a l l questions as to the form and validity 
(including time of i«̂ ceipt) of notices of withdrawal, and such determination 
w i l l be final and binding. 

The information required to be disclosed by Rule 14d-6(e) (1) (vii) of the 
General Rules and Regulations under the Securities Exchange Act of 1934, as 
eunended, i s contained in the Offer to Purchase and i s incorporated herein by 
reference. 

The Conpany has provided Purchaser with the Company's shareholder l i s t and 
security position li s t i n g s for the purpose of disseminating the Offer to holders 
of Shares. The Offer to Purchase, the related Letter of Transmittal and other 
relevant materials w i l l be mailed to record holders of Shares and w i l l be 
furnished to brokers, dealers, commercial banks, trust companies anu similar 
persons whose names, or the neunes of whose nominees, appear on the stuireholder 
l i s t , or, i f applicable, who are listed as participants in a clearing agency's 
security position l i s t i n g for subsequent transmittal to beneficial owners of 
Shares. 

The Offer to Purchase and the related Letter of Transmittal contain important 
information which should be read carefully before any decision i s made with 
respect to the Offer. 

Questions and requests for assistance or for additional copies of the Offer 
to Purchase, the Letter of Transmittal or other tender offei materials may be 
directed to the Information Agent or the Dealer Manager at their respective 
addresses and telephone numbers as set forth below, and copies w i l l be furnished 
pronptly at Purchaser's expense. No fees or commissions w i l l be paid to brokers, 
dealers or other 
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persona (other than the Information Agent and the Dealer Manager) for 
soliciting tenders of Shares pursuant to the offer. 

The Information Agent for the Offer .!«: 

MACKENZIE PARTNERS, INC. 

156 Fifth Avenue 
New York, New York 10010 

(212) 929-5500 (Call Collect) 

or 

CALL TOLL-FREE (800) 322-2885 

The Dealer Manat̂ er for the Offer i s : 

WASSERSTEIN PERELLA « CO., INC. 

31 West 52nd Street 
New York, New York 10019 

(212) 969-2700 (Call Collect) 

October 16, 1996 
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Exhibit (c) (1) 

Agreement & Plan of Merger, dated 
as of October 14, 1996, by and among 

CSX, Tender Sub, and CRI 

See Volume 8 
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EXECUTION COPY 

GREtN STOCK OPTION AGREEMENT 

GREEN STOCK OPTION AGREEMENT, dated as of October 14, 1996 (the 
"Agreement"), by and between Conrail Inc., a Pennsylvania corporation 
("Issuer"), and CSX Corporation, a Virginia corporation ("Grantee"). 

RECITALS 

A. Issuer and Grantee have entered into an Agreement and Plan of 
Merger, dated as of the date hereof (̂ he "Merger Agreement"), providing for, 
among other things, the merger of Issuer with and into a subsidiary of Grantee 
with such subsidiary as the surviving corporation in the Merger. 

B. As a condition and inducement to Grantee's willingness *.o 
enter into the Merger Agreement and the White stock Option Agreemint, Grantee 
has requested that Issuer agree, and Issuer has agreed, to grant Grantee the 
Option. 

C. /J« a condition and inducement to Issuer's willingness to 
enter into the Merger Agreement and this Agreement, Issuer has requested tliat 
Grantee agree, and Grantee has agreed, to grant Issuer an option to purchase 
shares of Grantee's common stock on substantially the same tern.3 as the Option. 

D. Terms not defined herein shall have the meaningt set forth 
in the Merger Agreement. 

NOW, THEREFORE, in consideration of the foregoing and the 
respective representations, warranties, covenants and agreements set forth 
herein Issuer and Grantee agree as follows: 

1. Grant of Option. Subject to the terms and conditions set 
forth herein. Issuer hereby grants to Grantee an irrevocable option (the 
"Option") to purchase up to 15,955,477 (as adjusted as set forth herein) shares 
(the "Option Shares") of Common Stock, par value $1.00 per share ("Issuer 
Common Stock"), of Issuer at a purchase price of $92.50 (as adjusted as set 
forth herein) per Option Share (the "Purchase Price"). 

2. Exercise of Option, (a) Subject to any applicabi*- requirements 
of law, Grantee may exercise the Option, in vrtiole but not in part, at any one 
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time after the f i r s t to occur of (x) any event as a result of irtiich the Grantee 
J.S entitle ' to receive the Termination Fee pursuant to the Merĉ r̂ Agreement and 
(y) the conj>."wnation of the Offer (the f i r s t of such events to occur, a 
"Purchase Event"); provided, however, that except as provided in the last 
sentence of this Section 2(a), the Option shall terminate and be of no further 
force and effect upon the earli e s t to occur of (A) the Effecfve Time, (B) 18 
months after the f i r s t occurrence of a Purchase Event and (C) termination of 
the Merger Agreement in accordance with i t s terms prior to the occurrence of a 
Purchase Event, unless the Grantee has the right to receive a Termination Fee 
following such termination upon the occurrence of certain events, in which case 
the Option shall not terminate until the later of (x) six months following the 
time such Termination Fee becomes payabl«> and (y) the expiration of the period 
in which the Grantee has such right to receive a Termination Fee. 
Notwithstanding the termination of the Option, Grantee shall be entitled to 
purchase the Option Shares i f i t has exercised the Option in accordance with 
the terms hereof prior to the termination of the Option and the termination of 
the Option sh a l l not affect any rights hereunder which by their terms do not 
terminate or expire prior to or as of such terrination. 

(b', In the event that Grantee wishes to exercise the Option, 
i t shall send to Issuer a written notice (the date of which being herein 
referred to as the "Notice Date") to that effect which notice also specifies a 
date not ea r l i e r than three business days nor later than 20 busines: d».ys from 
the Notice Date for the cloring of such purchase (the "Option Closing Date"); 
provided, however, that (i) i f the closing of the purchase and sale pursuant to 
the Option (the "Option Closing") cannot be consunmiated by reason of any 
applicable judgment, decree, order, law or regulation, the period of time that 
otherwise would run pursuant to this sentence shall run instead from the date 
cn which such restriction on consummation has expired or been terminated and 
( i i / without limiting the foregoing, i f prior notification to or approval of 
any regulatory authority i s required in connection with such purchase. Grantee 
and Issuer s h a l l promptly f i l e the required noti.e or application for approval 
and shall cooperate in the expeditious f i l i n g ol such notice or application, 
and the period of time that otherwise would run pursuant to this sentence shall 
run instead from the date on vrtiich, as the case may be, (A) any required 
m tification period has expired or been terminated or (B) any required approval 
has been obtained, and in either event, any requisite waiting period has 
expired or been terminated. The place of the Option Closing shall be at the 
offices of Cravath, Swaine t Moore, 825 Eighth Avenue, New York, New York, and 
the time of the Option Closing sh a l l be 10:00 a.m. (Eastern Time) on the Option 
Closing Date. 

3. Payment and Delivery of Certificates, (a) At the Option 
Closing, Grantee shall pay to Issuer in immediately available funds by wire 
transfer to a bank account designated in writing by Issuer an amount equal to 
the Purchase Price multiplied by the number of Option Shares. 

(b) At the Option Closing, simultaneously with the delivery of 
immediately available funds as provided in Section 3(a), Issuer shall deliver 
to the trustee under the Voting Trust a certificate or certificates 
representing the Option Shares to be purchased at the Option Closing, vrtiich 
Option Shares shall be free and clear of a l l liens, claims, charges and 
encumbrances of any kind vrtiatsoever. I f at the time of issuance of the Option 
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Shares pursuant to the exercise of the Option hereunder. Issuer shall not have 
redeemed the Green Rights, or shall have issued any similar securities, then 
each Option Share issued pursuant to such exercise shall also represent a 
conesponding Green Right or new rights with terms substantially the same as 
and at least as favorable to Grantee as are proviued under the Green Rights 
Agreement or any similar agreement then in effect. 

(c) Certificates for the Option Sheres delivered at the Option 
Closing shall have typed or printed thereon a restrictive legend vrtiich s h a l l 
read substantially as follows: 

"THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN 
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, AND 
MAY BE REOFFERED OR SOLD ONLY I F SO REGISTERED OR IF AN 
EXEMPTION FROM SUCH REGISTRATION IS AVAILABLE. SMCH 
SECURITIES ARE ALSO SUBJECT TO ADDITIONAL RESTRICTIONS ON 
TRANSFER AS SET FORTH IN THE STOCK OPTION AGREEMENT, DATED AS 
OF OCTOBER 14, 1996, A COPY OF WHICH MAY BE OBTAINED FROM THE 
SECRETARY OF GREEN CORPORATION AT ITS PRINCIPAL EXECUTIVE 
OFFICES." 

I t i s understood and agreed that the reference to restrictions arising under 
the Securities Act in the above legend shall be removed by delivery of 
substitute certificate(s) withoit such reference upon the sale of the Option 
Shares pursuant to the registration rights under the Merger Agreement. 

4. Representations and Warranties of Issuer, Issuer hereby 
represents and warrants to Grantee as follows: 

(a) Due Authorization. Issuer has a l l requisite 
corporate pov<er and authority to enter into this Agreement and to 
consummate the transactions contemplated hereby. The execution and 
delivery of this Agreement by Issuer and the consummation by Issuer of 
th? transactions contemplated hereby have been duly authorized by a l l 
necessary corporate action on the part of Issuer. This Agreement has 
been duly executed and delivered by Issuer and constitutes a legal, 
valid and binding obligation of Issuer, enforceable against Issuer in 
accordance with i t s terms. 

(b) Authorized Stock. Issuer's representations and 
warranties in Section 3.1(c) of the Merger Agreement are ii;corporated 
herein by reference. Without limiting the generality or effect of the 
foregoing. Issuer has taken a l l necessary corporate and other action to 
authorize and reserve and, to permit i t to issue, and, at a l l times from 
the date hereof until the obligation to deliver Option Shares upon the 
exercise of the Option terminates, 
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shall have reserved for issuance, upon exercise of the Option, shares of 
Issuer Common stock necessary for Grantee to exercise the Option, and 
Issuer shall take a l l necessary corporate action to authorize and 
rtserve for issuance a l l additional shares of Issuer Common Stock or 
other securities vrtiich may be issued pursuant to Section 6 upon exercise 
of the Option. The shares of Issuer Common Stock to be issued upon due 
exercise of the Option, including a l l additional shares of Issuer Conousn 
Stock or other securities which may be issuable upon exercise of the 
Optioa or any Substitute Option pursuant to Section 6, upon issuance 
pursuant hereto, shall be duly and validly issued, fully paid and 
nonassessable, and shall be delivered free and clear of a l l liens, 
claims, charges and encumbrances of any kind or nature vrtiatsoever, 
including without limitation any preenptive rights of any stockholder of 
Issuer. 

(c) No Conflicts. The execution and delivery of this 
^reetunt does not, and the consummation of the transactions 
contenplated by this Agreement and compliance with the provisions of 
this Agreement shall not, conflict with, or result in any violation of, 
or default (with or without notice or lapse of time or both) under, or 
give r i s e to a right of termination, cancellation, or acceleration of 
any obligation or loss of a material benefit under, or result in the 
creation of any Lien upon any of the properties or assets of Issuer or 
any of i t s Significant Subsidiaries under, (i) the certificate of 
incorporation or by-laws of Issuer or the comparable organizational 
documents of any Significant Subsidiary of Issuer, ( i i ) any loan or 
credit agreement, note, bond, mortgage, indenture, lease or other 
agreement, instrument, permit, concession, franchise, or license 
applicable to Issuer or any Significant Subsidiary of Issuer or their 
respective properties or assets, or ( i i i ) subject to approval of the STB 
of the Voting Trust to the extent contemplated by Exhibit D to the 
Merger Agreement, any jud^ent, order, decree, statute, law, ordinance, 
rule, or regulation applicable to Issuer or any of i t s Sianificant 
Subsidiaries or their respective properties or assets, other than, in 
the case of clauses ( i i ) and ( i i i ) , any such conflicts, violations, 
defaults, rights, losses, or Liens th i t individually or in the aggregate 
v#ould not (X) have a material adverse effect on Issuer, (y) impair the 
ability of Issuer to perform i t s obligations under this Agreement or the 
Merger Agreement or (z) prevent or materially delay the consummation of 
any of the transactions contemplated by this Agreement. 

(d) State Takeover Statutes. Assuming that Grantee, 
together with i t s a f f i l i a t e s , does not have voting povMr with respect to 
such number of shares of Issuer capital stock as viould represent, 
together with the Option Shares, 20% or more of the votes that a l l 
Issuer shareholders v*ould be entitled to cast in an election of 
directors as of the date of exercise of the Option, the Board of 
Directors of Issuer has taken a l l action necessary or advisable so as to 
render inoperative with respect to the transactions contemplated hereby 
•11 applicable state anti-takeover statutes. 
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(e) Issuer Rights Amendment. The Green Rights 
Agreement has been amended as set forth in the Merger Agreement, and 
such amendment, insofar as i t relates to the transactions contenplated 
by this Agreement, shall not be further amended or revoked (including by 
adopting another rights (or similar) agreement vrithout any such 
amendment) without the prior consent of Grantee in its sole discretion. 

5. Representations and Warranties of Grantee, 
represents and warrants to Issuer that: 

Grantee hereby 

(a) Due Authorization. Grantee has a l l requisite 
corporate pov#er and authority tu enter into this Agree-nent and to 
consummate the transactions contenplated hereby. The execution ar.d 
delivery of this Agreement by Grantee and the consummation by Grantee of 
the transactions contemplated hereby have been duly authorized by a l l 
necessary corporate action 0:1 the part of Grantee. This Agreement has 
been duly executed and delivered by Grantee and constitutes a legal, 
valid and binding obligation of Grantee, enforceable against Grantee in 
accordance with it s terms. 

(b) Nc Conflicts. The execution and delivery of this 
Agreement does not, and the consvmimation of the transact.\ons 
contenplated by this Agreement and compliance with the provisions of 
this Agreement hereby shall not, conflict with or result in any 
violation of, or default (with or without notice or lapse of time or 
both) under, or give rise to a right of termination, cancellation, or 
acceleration of any obligation or loss of a material benefit under, or 
result in the creation of any Lien upon any of the properties or assets 
of Grantee or any of its significant fiubsidiaries under, (i) the 
certificate of incorporate->n or by-laws of Grantee or the comparable 
organizational documents of any significant Subsidiary of Grantee, ( i l ) 
any loan or credit agreement, note, bond, mortgage, indenture, lease or 
other agreement, instrument, permit, concession, franchise, or license 
applicable to Grantee or any Significant Siibsidiary of Grantee or their 
respective properties or assets, or ( i i i ) assuming approval by the STB 
of the Votiny: Trust to the extent contemplated by Exhibit D to the 
Merger Agree-aent, any judgment, order, decree, statute, law, ordinance, 
rule, or rec/'ilation applicable to Grantee or any of its Significant 
Subsidiaries or their respective properties or assets, other than, in 
the case of clauses (ii) and ( i i i ) , any such conflicts, violations, 
defaults, rights, losses, or Liens that individually or in the aggregate 
would not (x) have a material adverse effect on Grantee, (y) iapair the 
ability of Grantee to perform its cbligations under this Agreement or 
the Merger Agreement or (z) prevent or materially d'>lay the consummation 
of any of the transactions contenplated by this Agreement. 

(c) Purchase Not for Distribution. .%ny Option Shares 
or other securities acquired by Grantee upon exercise of the Option 
shall not be trar. sf erred or otherwise disposed of except in a 
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transaction registered, or exempt from registration, under the 
Securities Act. 

6. Adjustment upon Changes in Capitalization, Etc. (a) In 
the event of any change in Issuer Common Stock by reason of a stock dividend, 
split-ip, 'aerger, recapitalization, combination, exchange of shares, or similar 
transacticn, the type and number of shares or securities subject to the Option, 
and the Purchase Price therefor, shall be adjusted appropriately, and proper 
provision shall be made in the agreements governing such transaction, so that 
Grantee «11 receive upon exercise of the Option the number and class of 
share.<< or otner securities or property that Grantee vmuld have received in 
respect of Issuer Common Stock i f the Option had been exercised immediately 
prior to such event or the record date therefor, as applicable. Subject to 
Section I , and without limiting the parties' relative rights and obligations 
under the Merger Agreement, i f any additional shares of Issuer Common Stock are 
issued after the date of this Agreement (other than pursuant to an event 
described i n the f i r s t sentence of this Section 6(a)), the number of shares of 
Issuer Common Stock subject to the Option shall be adjusted so that, after such 
issuance, i t equals 19.9% of the number of shares of Issuer Common Stock then 
issued and outstanding, without g.rving effect to any shares subject to or 
issued pursuant to the Option. 

(b) Without limiting the parties' relative rights and 
obligations under the Merger Agreement, in the even, that Issuer enters into an 
agreement ( i ) to consolidate with or merge into any person, other than Grantee 
or one of i t s subsidiaries, and Issuer shall not be the continuing or surviving 
corporation in such consclidation or merger, ( i i ) to permit any person., other 
than Grantee or one of i t s subsidiaries, to merge into Issuer and Issuer shall 
be the continuing or surviving corporation, but in connection with such merger, 
the shares of Issuer Common Stock outstanding immediately prior to the 
consummation of such merger shall be changed into or exchanged for stock or 
other securities of Issuer or any other person or cash or any other property, 
or the shares of Issuer Common Stock outstanding immediately prior to the 
consummation of such merger shall, after such merger, represent less than 50% 
of the outstanding voting securities of the merged conpany, or ( i i i ) to s e l l or 
otherwise transfer a l l or substantially a l l of ics assets to any person, other 
than Grantee or one of i t s subsidiaries, then, and in each such case, the 
agreement governing such transaction shall make proper provision so that the 
Option shall, upon the consunmiation of any such transaction and upon the terms 
and conditions set forth herein, be converted into, or exchanged for, an option 
with identical terms appropriately adjusted to acquire the number and class of 
shares or other securities or property that Grantee would have received in 
respect of Issuer Common Stock i f the Option had been exercised immediately 
prior to such consolidation, merger, sale, or transfer, or the record date 
therefor, as applicable. 

(c) I f , prior to the termination of the Option in accordance 
with Section 2 or the Notice Date, Issuer enters into any agreement pursuant to 
vrtiich a l l outstanding shares of Issuer Common Stock are to be purchased for, or 
converted into the right to receive in vrtiole or in part (other than in respect 
of fractional shares) cash (a "Transaction"), 
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Issuer covenants that proper provision shall be made in such agreement to 
provide that, i f the Option shall not theretofore have been exercised, then 
upon the consummation of the Transaction (which in the case of a Transaction 
involving a tender offer shall be when shares of Issuer Common Stock are 
accepted for payment), Grantee shall receive in exchange for the cancellation 
of tne option an amount in cash equal to the Cash Consideration. For purposes 
of this Agreement, the term "Cash Consideration" means the number of Option 
Shares multiplied by the difference between (A) the closing market price per 
share of Issuer Common Stock on the day immediately prior to the consumanation 
of such Transaction and (B) the Purchase Price. 

7. Registration Rights. The registration rights under the 
Merger Agreement shall be applicable to the Option Shares. 

8. Transfers; Exercise; Voting Trust. The Option Shares may 
not be sold, assigned, transferred, or otherwise disposed of except as provided 
in the Voting Trust Agreement. The Option may not be exercised except under, 
and in a l l respects siibject to the terms of, the Voting Trust Agreement. 

9. Listing. I f Issuer Common Stock or any other securities to 
be acquired upon exercise of the Option are then list e d on the NYSE (or any 
other national securities exchange or national securities quotation system). 
Issuer, upon the request of Grantee, shall pronptly f i l e an application to l i s t 
the shares of Issuer Common Stock or other securities to be acquired upon 
exercise of the Option on the NYSE (and any such other national securities 
exchange or national securities quotation system) and shall use reasonable 
efforts to obtain approval of such l i s t i n g as promptly aa practicable. 

10. Loss or Mutilation. Upon receipt by Issuer of evidence 
reasonably satisfactory to i t of the loss, theft, destruction or mutilation of 
this Agreement, and (in the case of loss, theft or destruction) of reasonably 
satisfactory indemnification, and upon surrender and cancellation of this 
Agreement, i f mutilated. Issuer shall execute and deliver a new Agreement of 
like tenor and date. Any such new Agreement executed and delivered shall 
constitute an additional contractual obligation on the part of Issuer, whether 
or not the Agreement so lost, stolen, destroyed, or mutilated shall at any time 
b€ enforceable by anyone. 

11. Miscellaneous. 
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(a) Expenses. Except as otherwise provided in the Merger 
Agreement, each of the parties hereto shall bear and pay a l l costs and expenses 
incurred by i t or on i t s behalf in connection with the transactions 
contemplated hereunder, including fees and expenses of i t s own financial 
consultants, investment bankers, accountants and counsel. 

(b) Amendment. This Agreement may not be amended, except by 
an instrument in writing signed on behalf of each of the parties. 

(c) Extension; Waiver. Any agreement on the part of a party 
to waive any provision of this Agreement, or to extend the time for 
performance, shall be valid only i f set forth in an instrument in writing 
signed on behalf of such party. The failure of any party to this Agreement to 
assert any of i t s rights under this Agreement or otherwise shal\ not constitute 
a waiver of such rights. 

(d) Entire Agreement; No Third-Party Beneficiaries. This 
Agreement, the Merger Agreement (including the documents and instruments 
referred to therein) and the Confidentiality Agreement (i) constitute the 
entire agreement, and supersede a l l prior agreements and understandings, both 
written and oral, betvreen the parties with respect to the subject matter of 
this Agreement, and ( i i ) except as provided in Section 8.6 of the Merger 
Agreement, are not intended to confer upon any person other than the parties 
any rights or remedies. 

(•) GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, AND 
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK, REGARDLESS OF 
THE LAWS THAT MIGHT OTHERWISE GOVERN UNDER APPLICABLE PRINCIPLES OF CONFLICT OF 
LAWS THEREOF; PROVIDED, HOWEVER, THAT THE LAWS OF THE RESPECTIVE STATES OF 
INCORPORATION OF EACH OF THE PARTIES HERETO SHALL GOVERN THE RELATIVE RIGHTS, 
OBLIGATIONS, POWERS, DUTIES AND OTHER INTERNAL AFFAIRS OF SUCH PARTY AND ITS 
BOARD OF DIRECTORS. 

(f) Notices. A l l notires, requests, claims, demands, and 
other communications under this Agreeme it must be in writing and shall be 
deemed given i f delivered personally, telecopied (which i s confirmed), or sent 
by overnight courier (providing proof of delivery) to the parties at the 
following addresses (or at such other address for a party as shall be specified 
by like notice): 

(i ) i f to Grantee, to 

CSX Corporation 
One James Center 
901 East Cary Street 
Richmond, VA 23219 

Telecopy No.: (804) 783-1380 

Attention: Mark Aron 
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with copies to: 

CSX Corporation 
One James Ceuter 
901 East Cary Street 
Richnond, VA 23219 

mm 

Telecopy No.: (804) 783-1355 

Attention: Peter Shudtz 

Wachtell, Lipton, Rosen ( Katz 
51 West 52nd Street 
New York, New York 10019 

Telecopy No.: (212) 403-2000 

Attention: Pamela S. Seymor, Esq.; and 

( l i ) i f to Issuer, to 

Conrail Inc. 
2001 Market Street 
Philadelphia, PA liU03 

Telecopy No.: (2i;) 209-4068 

Attention: Bruce B. Wilson 
Senior Vice President - Law 

with a copy to: 

Cravath, Swaine t Moore 
Worldwide Plaza 
825 Eighth Avenue 
New York, New York 10019 

Telecopy No.: (212) 474-3700 

Attention: Roloert A. Kindler, Esq. 

(g) Assignment. Neither this Agreement nor any of the rights, 
interests, or obligations under this Agreement may be assigned or 
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delegated, in vrtiole or in part, by operation of law or otherwise, by Issuer or 
Grantee without the prior written consent of the other. Any assignment or 
delegation in violation of the preceding sentence shall be void. 

(h) Further Assurances. In the event of any exercise of the 
Option by Grantee, Issuer and Grantee shall execute and deliver a l l other 
documents and instruments and take a l l other Section that may be reasonably 
necessary in order to consummate the transactions provided for by such 
exercise. 

(i) ENFORCEMENT. THE PARTIES AGREE THAT IRREPARABLE DAMAGE 
WOULD OCCUR AND THAT THE PARTIES WOULD NOT HAVE ANY ADEQUATE REMEDY AT LAW IN 
THE EVENT THAT ANY OF THE PROVISION'S OF THIS AGREEMFî T WERi; NOT PERFORMED IH 
ACCORDANCE WITH THEIR ^''L.OIFIC IZP-^r OR WERE OTHERS'XSE BREJ\CHED. IT IS 
ACCORDINGLY AGREED THAT THE PARTIES SHALL BE ENTITLED TO AN INJUNCTION OR 
INJUNCTIONS TO PREVENT BREACHES OF THIS AGREEMFJJT AND TO ENFORCE SPECIFICALLY 
THE TERMS AND PROVISIONS OF THIS AGREEMENT IN ANY FEDERAL COURT LOCATED IN THE 
STATE OF NEW YOF:K OR IN NEW YORK STATE COURT, THE FOREGOING BEING IN ADDITION 
TO ANY OTHER REMEDY TO WHICH THEY ARE ENTITLED AT LAW OR :;N EQUITY. IN 
ADDITION, EACH CF THE PARTIES HERETO (I) CONSENTS TO SUBM-tT ITSELF TO THE 
PERSONAL JURISDICTION OF ANY FEDERAL COURT LOC/iTED IN THE STATE OF NEW YORK OR 
ANY NEW YORK STATE COURT IN THE EVENT ANY DISPUTE ARISES OUT OF THIS AGREEMENT 
OR ANY OF THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT, ( I I ) AGREES THAT IT 
SHALL NOT ATTEMPT TO DENY OR DEFEAT SUCH PERSONAL JURISDICTION BY MOTION OR 
OTHER REQUEST F0» LEAVE FROM ANY SUCH COURT, AND (xll) AGREES THAT IT SHALL NOT 
BRING ANY ACTION RELATING TO THIS AGREEMENT OR ANY OF THE, TRANSACTIONS 
CONTEMPLATED BY THIS AGREEMENT IN ANY COURT OTHER THAN A FEDERAL COURT SITTING 
IN THE STATE OF KZtl YORK OR A NEW YORK STATE COURT. 
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IN WITNESS WHEREOF, Issuer and Grantee have caused this Agreement 
to be slgtted by their respective officers thereur.to duly authorized as of the 
day and year first v«xitten above. 

CONRAIL INC. 

By: /s/ 

Name: 
Title: 

CSX CORPORATION 

By: 1*1 

Nane: 
Title: 
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EXECUTION COPY 

WHITE STOCK OPTION AGREEMENT 

WHITE STOCK OPTION AGREEMENT, dated as of October 14, 
1996 (the "Agreement"), by and between Conrail Inc., a Pennsylvania corporation 
("Grantee"), and CSX Corporation, a Virginia corporation ("Issuer"). 

RECITALS 

A. Issuer and Grantee have entered into an Agreement 
and Plan of Merger, dated as of the date hereof (the "Merger Agreement"), 
providing for, among other things, the merger of Grantee with and into a 
subsidiary of Issuer with such subsidiary as the surviving corporation in the 
Merger. 

B. As a condition and inducement to Grantee's 
villingnmss to enter into the Merger Agreement and the Green Stock Option 
Agreenent, Grantee has requested that Issuer agree, and Issuer has agreed, to 
grant Grantee the Option. 

C. As a condition and inducement to Issuer's 
vd.llingness to enter into the Merger Agreement and this Agreement, Issuer has 
requested that Grantee agree, and Grantee has ao;.eed, to grant Issuer an option 
to purchase shares of Grantee's comnon stock ort substantially the sane terms as 
the Option. 

D. Terms not defired herein shall have the meanings 
set forth in the Merger Agreejient. 

NOW, THEREFORE, in consideration of the foregoing and 
the respective representations, warranties, covenants and agreements set forth 
herein Issuer and Grantee agree as follows: 

1. Grant of Option. Subject to the terms and 
conditions set forth herein. Issuer hereby grants to Grantee an irrevocable 
option (the "Option") to purchase up to 43,090,773 las adjusted as set forth 
herein) shares (the "Option Shares") of Common Stoc/c, par value $1.00 per share 
("Issuer Connon Stock"), of Issuer at a purchase p;.ice of $64.82 (as adjusted 
as set forth herein) per Option Share (the "Purchase Price"). 

2. Exercise of Option. (a) Subject to any 
applicable requirements of law including, without limitation, the establish-
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ment of a voting trust (the "Voting Trust") substantially in the form of 
Exhibit E to the Merger Agreement as may be required under applicable 
transportation law. Grantee may exercise the Option, in vrtiole but not in p trt, 
at any one time after any event as a result of vrtiich the Grantee is entitled to 
receive the Termination Fee pursuant to the Merger Agreement (a "Purchase 
Event"); provided, hov*ever, that except as provided in the last sentence of 
this Section 2(a), the Option shall terminate and be of no further force and 
effect upon the earliest to occur of (A) the Effective Time, (B) 18 months 
after the firsc occurrence of a Purchase Event and (C) termination of the 
Merger Agreement in accordance with its terms prior to the occurrence of a 
Purchase Event, unless the Grantee has the right to receive a Termination Fee 
following such termination upon the occurrence of certain events, in vrtiich case 
the Option shall not terminate until the later of (x) six months following the 
time such Termination Fee becomes payable and (y) the expiration of the period 
in which the Grantee has such right to receive a Termination Fee. 
Notwithstanding the termination of the Option, Grantee shall be entitled to 
purchase the Option Shares i f i t has exercised the Option in accordance with 
the terms hereof prior to the termination of the Option aiid the termination of 
the Option shall not affect any rights hereunder vrtiich by their terms do not 
terminate or expire prior to or as of such termination. 

(b) In the event that Grantee wishes to exercise 
the Option, i t shall send to Issuer a written notice (the date of vrtiich being 
herein referred to as the "Notice Date") to that effect which notice also 
•pecifiea a date not earlier than three business days nor later than 20 
business days fron the Notice Date for the closing of such purchase (the 
"Option Closing Date"); provided, hov*ever, that (i) i f the closing of the 
purchase and sale pursuant to the Option (the "Option Closing") cannot be 
consummated by reason of any appl cable judgment, decree, order, law or 
regulation, the period of time that otherwise vrould rur; pursuant to this 
sentence shall run instead from the date on vrtiich such restriction on 
consummation has expired or been terminated and (ii) without limiting the 
foregoing, i f prior notification to or approval of any regulatory authority ia 
required in connection with such purchase. Grantee and Issuer shall promptly 
file the required notice or application for approval and shall cooperate in 
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the expeditious f i l i n g of such notice or application, and the period of tine 
that otherwise vrould run pursuant to this sentence shall run instead from the 
date on v*hich, as the case may be, (A) any required notification period has 
expired or been terminated or (B) any required approval has been obtained, and 
in either event, any requisite waiting period has expired or been terminated. 
The place of the Option C -^ing shall be at the offices of Cravath, Swaine « 
Moore, 825 Eighth Avenue, New York, Hew York, and the time of the Option 
Closing shall be 10:00 a.m. (Eastern Time) on the Option Closing Date. 

3. Payment and Delivery of Certificates. (a) At 
the Option Closing, Grantee shall pay to Issuer in immediately available funds 
by wire transfer to a bank account designated in writing by Issuer an amount 
equal to the Purchase Price multiplied by the number of Optic . Shares. 

(b) At the Option Closing, simultaneously vrith 
the delivery of imnediately available funds as provided in Section 3(a), Issuer 
shall deliver to the tiustee under the Voting Trust a certificate or 
certificates representing the Option Shares to be purchased at the Option 
Closing, vrtiich Option Shares shall be free and clear of a l l liens, claims, 
charges and encumbrances of any kind vrtiatsoever. I f at the time of issuance of 
the Option Shares pursuant to the exercise of the Option hereunder. Issuer 
shall rot have redeemed the Green Rights, or shall have issued any similar 
securities, th'-n each Option Share issued pursuant to such exercise shall also 
represent a corresponding Green Right or new rights with terms subatantiklly 
the same as and at least as favorable t<- ̂  . je as are provided under the 
Green Rights Agreement or any similar agreement then in effect. 

(c) Certificates for the Option Shares delivered 
at the Option Closing shall have typed or printed thereon a restrictive legend 
which shall read substantially as follows: 

"THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN 
REGISTERED XJNDZR THE SECURITIES ACT OF 1933, AS AMENDED, AND 
MAY BE REOFFERED 
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OR SOLD ONLY IF SO REGISTERED OR I F AN EXEMPTION FRO! SUCH 
REGISTRATION IS AVAILABLE. SUCH SECURITIES ARE ALSO SUBJECT TO 
ADDITIONAL RESTRICTIONS ON TRANSFER AS SET FORTH IN THE STOCK 
OPTION AGREEMENT, DATED AS OF OCTOBER 14, 1096, A COPY OF WHICH 
MAY BE OBTAINED FRC»4 THE SECRETARY OF GREEN CORPORATION AT ITS 
PRINCIPAL EXL_UTIVE OFFICES." 

I t i s understood and agreed that the reference to restrictions arising under 
the Securities Act in the above legend shall be removed by delivery of 
substitute certificate(s) without such reference upon the sale of the Option 
Shares pursuant to the registration rights under the Merger Agreement. 

4. Representstion.<« a'd Warranties of Issuer, 
represents and warrants to Grantee as follows: 

Issuer hereby 

(a) Due Authorization. Issuer has a l l requisite 
corporate povfer and authority to enter into this Agreement and to 
consummate the transactions contemplated hereby. The execution and 
delivery of this Agreement by Issuer and the consummation by Issuer of 
the transactions contemplated hereby have been duly authorized by a l l 
necessary corporate action on the part of Issuer. This Agreement lias 
been duly executed a.id delivered by Issuer and constitutes a legal, 
valid and binding obligation of Issuer, enforceable against Issuer in 
accordance with i t s terms. 

(b) Authorized Stock. Issuer's representations and 
warranties in Section 3.2(c) of the Merger Agreement are incorporated 
herein by reference. Without limiting the generality or effect of the 
foregoing, Issuer has taken a l l necessary corporate and other action 
to authorize and reserve and, to permit i t to issue, and, at a l l times 
from the date hereof until the obligation to deliver Option Shares 
upon the exercise the Option terminates, shall have reserved for 
issuance, upon exercise of the Option, shares of Issuer Common Stock 
necessary for Grantee to exercise the Option, and Issuer shall take 
a l l 
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necessary corporate action to authorize and reserve for issuance a l l 
additional shares of Issuer Common Stock or other securities which may 
be issued pursuant to Section 6 upon exercise of the Option. The 
shares of Issuer Common Stock t= be issued upon due exercise of the 
Option, including a l l additional shares of Issuer Common Stock or 
other securities vrtiich may be issuable upon exercise of the Option or 
any Substitute Option pursuant to Section 6, upoi\ issuance pursuant 
hereto, shall be duly and validly issued, fully paid and 
nonassessable, and shall be delivered free and clear of a l l liens, 
claims, charges and encumbrances of any kind or nature vrtiatsoever, 
including without limitation any preemptive rights of any stockholder 
of Issuer. 

(c) No Conflicts. The execution and delivery of this 
Agreenent does not, and the consummation of the transactions 
contemplated by this Agreement and compliance vrith the pro..risi'>ns of 
this Agreement shall not, conflict with, or result in any violation 
of. or default (with or without notice or lapse of time or both) 
under, or give rise to a right of termination, cancellation, or 
acceleration of any obligation or loss of a material benefit under, or 
result in the creation of any Lien upon any of the properties or 
assets of Issuer or any of its Significant Subsidiaries under, (1) the 
certificate of incorporation or by-laws of Issuer or tlie comparable 
organizational documents of any Significant Subsidiary of Issuer, (ii) 
any loan or credit agreement, note, bond, mortgage, indenture, lease 
or otiher agreement, instrument, permit, concession, franchise, or 
license applicable to Issuer or any Significant Subsidiary of Issuer 
or their respective properties or assets, or ( i i i ) subject to approval 
of the STB of the Voting Trust to the extent contemplated by Exhibit D 
to the Merger Agreement, any judgment, order, decree, statute, law, 
ordinance, rule, or regulation applicable to Issuer or any of i.ts 
Significant Subsidiaries or their respective properties or assets, 
other than, in the case 
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of clauses ( i i ) and ( i i i ) , any such conflicts, violations, defaults, 
rights, losses, or Liens that individually or in the aggregate vrould 
not (x) have a material adverse effect on Issuer, (y) inpair the 
a b i l i t y of Issuer to perform i t s obligations under this Agreement or 
the Merger Agreement or (z) prevent or materially delay the 
consummation of any of the transactions contemplated by this 
Agreement. 

(d) State Takeover Statutes. Assuming that Grantee, together 
with i t s a f f i l i a t e s , does not have voting power with respect to such 
number of shares of Issuer cap.tal stock as would represent nore than 
10% cf any class of outstanding voting shares of the Issuer as of the 
date hereof, the Board of Directors of Issuer has taken a l l action 
necessary or advisable so as to render inoperative with respect to the 
transactions contenplated hereby a l l applicable state anti-takeover 
statutes. 

(e) Issuer Rights Amendment. The White Rights Agreement 
has been amended as set forth in the Merger Agreement, and such 
amendment, insofar as i t relates to the transactions contemplated by 
th.i.s Agreement, shall not be further amended or revoked (including by 
adopting another rights (or similar) agreement without any such 
amendment) v/ithout the prior consent of Grantee in i t s sole 
discretion. 

5. Representations and Warranties of Grantee, 
represents and warrants to Issuer that: 

Grantee hereby 

(a) Due Authorization. Grantee has a l l requisite 
corporate povMr and authority to enter into this Agreement and to 
consummate the transactions contemplated hereby. The execution and 
delivery of this Agreement by Grantee and the consummation by Grantee 
of the transactions contenplated hereby have been duly authorized by 
a l l necessary corporate action on the part of Grantee. This Agreement 
has been duly executed and delivered by Grantee and constitutes a 
legal, valid and binding 
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obligation of Grantee, enforceable against Grantee in accordance with 
i t s terms. 

(b) No Conflicts. The execution and delivery of this 
Agreement does not, and the consummation of the transactions 
contemplated by this Agreement and compliance with the provisions of 
this Agreement hereby shall not, conflict with or result in any 
violation of, or default (with or without notice or lapse of time or 
bot;h) under, or give rise to a right of termination, cancellation, or 
acceleration of any obligation or loss of a material benefit under, or 
result in the creation of any Lien upon any of the properties or 
assets of Grantee or any of i t s Significant Subsidiaries under, (i) 
the certificate of incorporation or by-laws of Grantee or the 
comparable organizational documents of any Significant Subsid.i.ary of 
Grantee, ( i i ) any loan or credit agreement, note, bond, mortgag<s. 
Indenture, lease or other agreement, instrument, permit, concession, 
franchise, or license applicable to Gr^^ntee or any Significant 
Subsidiary of Grantee or their respective properties or assets, or 
( i i i ) assuming approval by the STB of the Voting Trust to the extent 
contenplated by Exhibit D to the Merger Agreement, any judgment, 
order, decree, statute, law, ordinance, rule, or regulation applicable 
to Grantee or any cf i t s Significant Subsidiaries or their respective 
properties or assets, other than, in the case of clauses ( i i ) and 
( i i i ) , any such conflicts, violations, defaults, rights, losses, or 
Liens that individually or in the aggregate would not (x) have a 
material adverse effect on Grantee, (y) impair the a b i l i t y of Grantee 
to perform i t s obligations under this Agreement or the Merger 
Agreement or (z) prevent or materially delay the consummation of any 
of the transactions contemplated by this Agreenent. 

(c) Purchare Not for Distribution. Any Option Shares or 
other securities acqui :ed by Grantee upon exercise of the Option shall 
not be transferred or otherwise 
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e 
disposed of except in a transaction registered, or exenpt from 
registration, urJ?"- the Securities Act. 

6. Adjustment vpon Changes in Capitalization, Etc. (a) In 
the event of any change in Issuer Common Stock by reason of a stock dividend, 
split-up, merger, recapitalizatif n, combination, exchange of shares, or simil-.r 
transaction, the type and number of shares or securities subject to th* Option, 
and the Purchase Price therefor, shall be adjusted appropriately, and prope. 
provision shall be made in the agreements governing such transaction, so that 
Grantee shall receive upon exercise of the Option the number and class of 
shares or other securities or property that Grantee would have received in 
respect of Issuer Common Stock i f the Option had been exercised inmiediately 
prior to such event or the record date therefor, as applicable. Subject to 
Section 1, and without limiting the parties' relative rights and obligations 
under the Merger Agreement, i f any additional shares of Issuer Common Stock are 
issued after the date of this Agreement (other than pursuant to an event 
described in the f i r s t sentence of this Section 6(a)), the number of shares of 
Issuer Common Stock subject to the Option shall be adjusted so that, after such 
issuance, i t equals 19.9% of the number of shares of Issuer Common Stock then 
issued and outstanding, without giving effect to any shares subject to or 
issued pursuant to the Option. 

(b) Without limiting the parties' relative rights and 
obligations under the Merger Agreement, in the event that Issuer enters into an 
agreement ( i ; to consolidate with or merge into any person, other than Grantee 
or one of i t s subsidiaries, and Issuer shall not be the continuing or surviving 
corporation in such consolidation or merger, ( i i ) to permit any person, other 
than Grantee or one of i t s subsidiaries, to merge into Issuer and Issuer shall 
be the continuing or surviving corporation, but in connection with such merger, 
the shares of Issuer Common Stock outstanding immediately prior to the 
consummation of such merger shall be changed into or exchanged for stock or 
other securities of Issuer or any other person or cash or any other property, 
or the shares of Issuer Common Stock outstandirg immediately prior to the 
consummation of such merger shall, after such merger, represent less than 50% 
of the outstanding voting securities of the merged company, or ( i i i ) to s e l l or 
otherwise transfer a l l or substantially a l l of i t s assets to any per.xon, other 
than Grantee or one of i t s subsidiaries, then, and in 
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each such case, the agreement governing such transaction shall mal:e proper 
provision so that the Option shall, upon the consumauition of any such 
transaction and upon the terms and conditions set forth herein, be converted 
into, or exchanged for, an option with identical terms appropriately adjusteu 
to acquire the number and class of shares or other securities or property that 
Grantee viould have received in respect of Issuer Common Stock i f the Option had 
been exercised immediately prior to such cc. ̂ olidation, merger, sale, or 
transfer, or the record date therefor, as applicable. 

(c) I f , prior to the termination of the Option in 
accordance with Section 2 ot the Notice Pate, Issuer enters into any agreement 
pursuant to vrtiich a l l outstanding shares of Issuer Common Stock are to be 
purchased for, or converted into the right to receive in whole or in part 
(other than in respect of fractional shares) cash (a "Transaction"), Issuer 
covenants that proper provision shall be made in such agreement to provide 
that, i f the Option shall not theretofore have been exercised, then upon the 
consummation of the Transaction (vrtiich in the case of a Transaction involving a 
cender offer shall be vrtien shares of Issuer Common Stock are accepted for 
payment). Grantee shall receive in exchange for the cancellation of the Option 
an amount in cash equal to the Cash Consideration. For purposes of this 
Agreement, the term "Cash Consideration" means the number of Option Shares 
multiplied by the difference betv*een (A) the closing market price per si.are of 
Issuer Common Stock on the day immediately prior to the consunmation of such 
Transaction and (B) the Purchase Price. 

7. Registration Rights. The registration rights under the 
Merger Agreenent shall be applicable to the Option Shares. 

8. Transfers; Exercise; Voting Trust. The Option Shares nay 
not be sold, assigned, transferred, or otherwise disposed of except as provided 
in the ^^oting Trust Agreement. The Option may not be exercised except under, 
and i s in a l l respects subject to the terms of, the Voting Trust Agreement. 

9. Listing. I f Issuer Common Stock or any other securities 
to be acquired upon exercise of the Option are then listed 
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10 
on the NYSE (or any other national securities exchange or national secvirities 
quotation system). Issuer, upon the request of Grantee, shall pronptly fil e an 
application to l i s t the shares of Issuer Common Stock or other securities to be 
acquired vpon exercise of the Option on the NYSE (and any such other national 
securities exchange or national securities quotation system) and shall use 
reasonable efforts to obtain approval of such listing as promptly as 
practicable. 

10. Loss or Mutilation. Upon receipt by Issuer of evidence 
reasonably satisfactory to i t of the loss, theft, destruction or mutilation of 
this Agreement, and (in the case of loss, theft or destruction) of reasonably 
satisfactory indemnification, and upon surrender a;id cancellation of this 
Agreenent, i f nutilated. Issuer shall execute ana deliver a new Agreenent of 
like tenor and date. Any such new Agreement executed and delivered shall 
constitute an additional contractual obligation on the part of Issuer, whether 
or not the Agreenent so lost, stolen, destroyed, or nutilated stiall at any tine 
be enforceable by anyone. 

11. Miscellaneous. 

(a) Expenses. Except as otherwise provided in the Merger 
Agreenent, each of the parties hereto shall bear and p»y a l l costs and 
expenses incurred by i t or on its behalf in connection with the transactions 
conte^lated hereunder, including fees and expenses of its own financial 
consultants, investment bankers, jiccountants and counsel. 

(b) Amendment. This Agreement nay not be amended, except 
by an instrument in v#riting signed on behalf of each of the parties. 

(c) Extension; Waiver. Any agreenent on the part of a 
party to waive any provision of this Agreement, or to extend the tine for 
performance, shall be valid only i f set forth in an instrument in writing 
signed on behalf oC such party. The failure of any partv to thia Agreenent to 
assert any of i t s rights under thia Agreement or otherv«Lse shall not constitute 
a vfaiver of such rights. 

(d) Entire Agreement; No Third-Party Beneficiaries. This 
Agreenent, tha Merger Agreement (including the dociments and 
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instruments referred to therein) and the Confidentiality Agreement (i) 
constitute the entire agreement, and supersede a l l prior agreements and 
understandings, both written and oral, between the parties with respect to the 
subject matter of this Agreement, and ( i i ) except as provided in Section 8.6 of 
the Merger Agreement, are not intended to confer upon any person other than the 
parties any rights or remedies. 

(e) GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, 
AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK, REGARDLESS 
OF THE LAWS THAT MIGHT OTHERWISE GOVEMi UNDER APPLICABLE PRINCIPLES OF CONFLICT 
OF LAWS THEREOF; PROVIDED, HOWEVER, THAT THE LAWS OF THE RESPECTIVE STATES OF 
INCORPORATION OF EACH OF THE PARTIES HERETO SHALL GOVERN THE RELATIVE RIGHTS, 
OBLIGATIONS, POWERS, DUTIES AND OTHER INTERNAL AFFAIRS OF SUCH PARTY AND ITS 
BOARD OF DIRECTORS. 

(f) Notices. A l l notices, requests, claims, demands, and 
other communications under this Agreement must be in writing and shall be 
deemed given i f delivered personally, telecopied (which i s confirmed), or sent 
by overnight courier (providing proof of delivery) to the parties at the 
following addresses (or at such other address for a party as shall be specified 
by like notice): 

(i) i f to Issuer, to 

CSX Corporation 
One James Center 
901 East Cary Street 
Richmond, VA 23219 

Telecopy No.: (804) 783-1380 

Attention: Mark Aron 

with copies to: 

CSX Corporation 
One James Center 
901 East Cary Street 
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Richmond, VA 23219 

Telecopy No.: (804) 783-1355 

Attention: Peter Shudtz 

Wachtell, Lipton, Rosen c Katz 
51 West 52nd Street 
New York, New York 10019 

Telecopy No.: (212) 403-2000 

Attention: Pamela S. Seymon, Esq.; and 

( i i ) i f to Grantee, to 

Conrail Inc. 
2001 Market Street 

Philadelphia, PA 19103 

Telecopy No.: (215) 209-4068 

Attention: Bruce B. Wilson 

Senior Vice President - Law 

with a copy to: 

Cravath, Swaine 4 Moore 
Worldwide Plaza 
825 Eighth Avenue 
New York, New York 10019 
Telecopy No.: (212) 474-3700 
Attention- Robert A. Kindler, Esq. 

(g) JXssignment. Neither t h i s Agreement nor any of the 
r i g h t s . I n t e r e s t s , or obligations under t h i s Agreement may be assigned or 
delegated, i n vrtiole or i n part, by operation of law or otherwise, by Issuer or 
Grantee without the p r i o r written consent of 
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the other. Any assignment or delegation in violation of the preceding sentence 
shall be void. 

(h) Further Assurances. In the event of any exercise of 
th.* Option by Grantee, Issuer and Grantee shall execut.-! and deliver a l l other 
documents and instruments and take a l l other Section that may be reasonably 
necessary in order to consummate the transactions provi.^ed for by such 
exercise. 

(i) ENFORCEMENT. THE PARTIES AGREE THAT IRREPARABLE 
DAMAGE WOULD OCCUR AND THAT THE PARTIES W0UL.0 NOT HAVE ANY ADEQUATE REMEDY AT 
LAW IN THE EVENT THAT ANY OF THE PROVISIONS CF THIS AGREEMENT WERE NOT 
PERFORMED IN ACCORDANCE WITH THEIR SPECIFIC TERMS OR WERE OTHERWISE BREACHED. 
IT IS ACCORDINGLY AGREED THAT THE PARTIES SHALL BE ENTITLED TO AN INJUNCTION OR 
INJXTOCTIONS TO PREVENT BREACHES OF THIS AGREEMENT AND TO ENFORCE SPECIFICALLY 
THE TERMî  AND PROVISIONS OF THIS AGREEMENT IN ANY FEDERAL COURT LOCATED IN THE 
STATE OF NEW YORK OR IN NEW YORK STATE COURT, THE FOREGOING BEING IN ADDITION 
TO ANY OTHER REMEDY TO WHICH THEY ARE ENTITLED AT LAW OR IN EQUITY. IN 
ADDITION, EACH OF THE PARTIES HERETO (I) CONSENTS TO SUBMIT ITSELF TO THE 
PERSONAL JURISDICTION OF ANY FEDERAL COURT LOCATED IN THE STATE OF NEW YORK OR 
ANY NEW YORK STATE COURT IN THE EVENT ANY DISPUTE ARISES OUT OF THIS AGREEMENT 
OR ANY OF THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT, ( I I ) AGREES TH,M IT 
SHALL NOT ATTEMPT TO DENY OR DEFEAT SUCH PERSONAL JURISDICTION BY MOTION OR 
OTHER REQUEST FOR LEAVE FRC»I ANY SUCH COURT, AND ( I I I ) AGREES THAT IT SHALL NOT 
BRING ANY ACTION RELATING TO THIS AGREEMENT OR ANY OF THE TRANSACTIONS 
CONTEMPLATED BY THIS AGREEMENT IN ANY COURT OTHER THAN A FEDERAL COURT SITTING 
IN THE STATE OF NEW YORK OR A NEW YORK STATE COURT. 
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IN WITNESS WHEREOF, Issuer and Grantee have caused this 

Agreement to be signed by their respective officers thereunto duly authorized 
as of the day and year f i r s t written above. 

CONRAIL, INC. 

By: /s/ 

Name: 
Title: 

CSX CORPORATIOM 

By: /s/ 

Name: 
Titl e : 

-14-
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Exhibit (c) (4) 

Form of Voting Trust Agreement 

See Volume 8 
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SECTTRITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

SCHEDULE X4D-1 

Tender Offer Statement 

Pur«i\ant to 
Section 14(d)(1) of the Securities Exchange Act of 1934 

and 

Schedule 130 

(Amendment No. 1) 

Conrail Inc. 
(Name of Subject Conpany) 

CSX Corporai.icn 
Green Acquisition Corp. 

(Bidders) 

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

208368 10 0 
(CUSIP Number of Class of Securities) 

Series A ESOP Convertible Junior 
Preferred Stock. Without Par Value 

(Title of Class of Securities) 

Not Available 
(CnSIP Nuaber of Class of Securities) 

Mark G. Axon 
CSX Ccrporation 
One James Center 

901 Ease Cary Streec 
Ri.cbaond, Virginia 23219-4031 

Telephone: (804) 782-1400 
(Names, Addresses and Telephone Nunbers of Persons Authorized 
tu Receive Notices emd Communications on Behalf of Bidder) 

With a copy to: 

Pamela S. Seymon 
Wachtell, Lipton, Rosen & Katx 

51 West S2nd Street 
New York, New York 10019 
Telephone: (212) 403-1000 
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This .Statemear amends and supplements the Tender Of-
f t r Statement on Schedule 14D-1 f i l e d w i t h the Securities and 
Exchange Commission on October I f , 1996 (the "Schedule l-lD-l") 
by Green Acquisition Corp. ("Purchaser"), a Pennsylvania corpo
r a t i o n and I wholly owned subsidiary of CSX Corporation, a Vir
g i n i a corpc.ation ("F^rent" •:o purchase an aggregate of 
17,860,12^ shares of '..:.) Cok.;iOD Stock, par value $1.00 per 
share (the "Commor. .'^hares'*!, and ( i i ) Series A ESOP Convertible 
Junior Preferred Stock, without par value (together with the 
Common Shares, the "S.hares"), of Conrail Inc., a Pennsylvania 
corporation (the 'Company"), including, i n each case, the as
sociated Coamon .Scock Purchase Rights, upon the terms and sub
j e c t t r the conditions set f o r t h i n the Offer to Purchase, 
dated October IS, 1996 (the "Offer to Purchase"), amd i n the 
ralated Letter of ".'ransmittal (which, together w i t h any amend
ments or suppl<ijnents t i i e r e t o , ::onstatute the "Offer") at a pur
chase price o;' $92.50 per Share, net to the tendering share
holder i n cash. Capitalized terms used and not defined herein 
sh a l l h<ive t h t meanings assigned such terms i n the Offer to 
Purchase aad the Schedule 14D-1. 

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

;a)- (b) ( i ) The words "a c r e d i t f a c i l i t y t hat Par
ent w i l l seek to obtain f r o a one or more commercial banks" i n 
t e second sentence of the second paragraph onder Section 10 of 
t.ae Otfer to Purchase are hereby deleted and replaced w i t h the 
words "the c r e d i t f a c i l i t y (the " F a c i l i t y " ) contemplated by the 
Commitaeat Letter, as described below". 

( i i ) Sect^ Jr. 10 i s hereby f u r t h e r amended and 
supplemented by adding the following t e x t a f t e r the second 
para'.,-raph: 

The Commitment Letter I n connection w i t h the 
Offer and the Merger, Parent has entered i n t o a coa-
mitaent l e t t e r , dated October 21, 1996 (the "Commit
ment L e t t e r " ) , w i t h Bank of America National Trust 
and Savings Association, BA Securities, Inc., The 
BanJc of Nova Scotia, The Chase Manhattan Bank, Chase 
Securities Inc., NationsBank, N.A. aad NationsBanc 
Capital Markets, Inc., pursuant to which, upon the 
terms and subject to the condi cioas set f o r t h therein 
and i n the Term Sheet (as defined below), Bank of 
America National Trust and savings Association, The 
Bgnk of Nova Scotia, The CUase Manhattan Bank and 
NationsBank, N.A. (col l e C i i v e l y , " P r i n c i p a l Agents") 
have agreed to pr /Vide a competitive advance and re
volving c r e d i t f a c i l i t y i n an aggregate p r i n c i p a l 
amount of $4,800,000,000 (the " F a c i l i t y " ) , and each 
Pri n c i p a l Agent has committed co provide 
$1,200,000,000 of t h i s amounc. Proceeds of the Fa
c i l i t y w i l l be used to finance purchase of Shares 
pursuant to one or more a l l cash tender o f f e r s , exer-
ci<ie of the Coapany Stock Option or otherwise and the 
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Merger, to replace existing credit f a c i l i t i e s used 
for commercial paper backup and, following the 
Merger, to provide working capital and for other gen
eral corporate purposes. The Comaitaent Letter in
cludes an attachment (the "Term Sheet") which sets 
forth the terms contemplated to be included in the 
definitive documentation with respect to the F a c i l i t y 
(the "Credit Agrceaent"). Under the Commitment Let
ter, each Principal Agent has reserved the right to 
syndicate a portion of i t s comaitaent to one or acre 
financial institutions acceptable to Parent, aad, in 
connection therewith. Chase Securities Inc., BA Secu
r i t i e s , Inc.. NationsBanc Capital Markets, Inc. and 
The Bank of Nova Scotia (collectively, the "Arrang
ers" and, together with the Principal Agents, the 
"Agents") have agreed to act as co-arrangers for the 
F a c i l i t y and intend to commence syndication effects 
immediately. 

Under the Fa c i l i t y , two borrowing options »/ill 
be available: (i) a competitive advance option (th« 
"CAP") , which w i l l be provided on an uncommitted coa-
petitive advance basis through a competitive bid auc
tion mechanism, and ( i i ) a revolving credit option 
(the "Revolving Credit"), which w i l l be provided on a 
committed basis. Under each option, amounts borrowed 
and repaid may be reborrowed subject to a v a i l a b i l i t y 
under the Fa c i l i t y . Dp to the f u l l ajuount of the re-
>&aining commitments may be borrowed under either of 
the two borrowing options, .'iO long as the total bor
rowed aaount outstanding uniier the F a c i l i t y does not 
exceed the aaount of the F a c i l i t y at any time. Each 
borrowing w i l l be conditioned upon the delivery of a 
borrowing notice, the accuracy of representations aad 
warranties and the absence of defaults. Events of 
default <^ill include a material breach of representa
tions or warranties, failure to pay principal or in
terest, breach of covenants, cross acceleration, ma
t e r i a l judgnents and bankruptcy, subject to customary 
notice aad cure periods. 

Under the F a c i l i t y , interest rates per annum for 
the outstanding loans w i l l be determined as follows: 
(i) interest rates for the CAF w i l l be obtiined from 
bids selected by Parent and ( i i ) interest rates for 
the Revolving Credit w i l l be based upon either LIBOR 
or an altemate base rate ("ABR") that w i l l be the 
higher of The Chase Manhattan Bank's prima rate and 
the federal fimds effective rate plus 1/2 of 1\, as 
selected by Parent. No spread w i l l be charged on ABR 
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loans. The interest rate applicable to each LIBOR 
loan w i l l be equal to LIBOR for the interest period 
applicable to such loan plus a margin, ranging v rom 
14.0 to 35.0 basis points per annum, detenaiaed based 
upon Parent's credit ratiags. 

Under the Facili t y , interest periods for out
standing loaas w i l l be determiaed as follows: 
( j interest periods for the CAF w i l l be determined 
per market availability, with fixed-rate auction ad
vances being for periods raaging from seven to 360 
days; aad ( i i ) under the Revolving Credit, the i a -
teresc period on ABR loans w i l l be three months, and 
the interest period on LIBOR loans w i l l be either 
one, two, three or six months, at Parent's option. 
Interest w i l l be payable at the end of the relevant 
interest period, but not less oftea than quarterly. 
Interest w i l l be calculated on the basis o^ the ac
tual '.umber of days elapsed over a 365/366-day year 
for ^BR loaas based oa The Chase Hanhattaa Bank's 
primr; rate, and over a 360-day year for a l l other 
loans. 

Under the Fa c i l i t y , prepayments of A£? loans 
w i l l be permitted at any time without penalty. LIBOR 
Revolving Credit loans may be prepaid i a whole or in 
part at any time, subject to compensation in respect 
of any redeployment costs i f prepayment occurs other 
than at the end of an interest period. CAF loans 
w i l l not be sixbject to prepayment. 

Under the Fa c i l i t y , mandatory coascitaent reduc
tion w i l l occur i n the event that any required gov
ernmental approval i s denied or in the event that 
Parent elects Co abandon the Offer and the Merger. 
Upon the occurrence of such event, the commitments 
would be reduced to the amount of loans outstanding 
at such time reduced by the amount of net proceeds 
from sales of the Shares, i f any. Pareiat may opt to 
reduce the commitments under the F a c i l i t y by giving 
notice thereof, provided that the aggregate F a c i l i t y 
commitments at any time may in no event be less than 
the aggregate amount of the CAF advances and loans 
outstanding at such time. 

In the Commi tment Letter, Parent has made cer
tain representatioas and warranties regarding infor
mation made available to the Agents. In addition, 
the Credit Agreemeat w i l l iaclude certain representa
tions and warranties regarding, among other things. 
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organiration and powers, authority and enforceabil
it y , no conflicts, financial inforsiation, absence of 
material adverse change, absence of material l i t i 
gation, compliance with laws and regulations and 
agreeaeats, inapplicability of certain laws, taxes, 
E^ISA and abseace of aaterial misstatements. I a ad-
ditioa, the Credit Agreement w i l l iaclude certain 
coveaants regarding, euaong other things, maintenance 
of corporate existence, maintenance of ownership of 
raili.'oad subsidiaries, maintenance of iasuraace, pay
ment 3f taxes, delivery of financial statements and 
reports, compliance with laws, use of proceeds, and 
certain limitatioas on debt, including limitations on 
indebtedness in excess of $4,000,000,000 for Che pur
chaae of Shares, limitations on additional unsecured 
indebtedness at subsidiaries (subject Co appropriaCe 
thresholds aad other custoaary terms) aad a limita
tion oa total debt (other thaa indebtedness incurred 
to finance the exercise of the Company Stock Option) 
as a percentage cf total capitalization to a maxiaua 
of 65% prior to tre Merger aad 55% at or after the 
Merger. The Credit Agreeaent w i l l also include cer
tain covenants regarding limitatioas on mergers or 
sales of a l l or substantially a l l assets and limita
tions on liens aad sale/leaseback transactions. 

The Agents' commiCments and agreements i a Che 
Coamitment Letter are subject to (i) the reasonable 
satisfaction of the Agents with any material changes 
in the structure or terms of the Offer and the Merger 
prior to the execution of the Credit Agreement and 
a l l legal, tax and accounting matters relating 
thereto, ( i i ) the abseace of any material adverse 
change since December 31, 1995, in or affecting t.he 
business, assets or coaditioa (finaacial or other
wise) of Parent and i t s subsidiaries and the Company 
and i t s subsidiaries, taken as a whole, ( i i i ) the 
absence of a material disruption of or material ad
verse change in financial, banking or capital market 
conditions that, in Che Arrangers' reasouable judg
ment, would be likely Co materially impair the syndi
cation of the Faci l i t y , (iv) the negotiation, execu
tion and delivery on or before November 30, 1996 of 
the definitive Credit Agreemeat in form satisfactory 
to the Agenti: and their counsel, (v) the Agents' sat
isfaction that, prior to and during the syndication 
of the F a c i l i t y , there s h a l l be no coi^eting issues 
of debt securitie^t or commercial bank f a c i l i t i e s of 
Parent cr the Company or any of their respective sub
sidia r i e s being offered, placed or arranged and (vi) 
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certain other conditions set forth in the Term Sheet. 
In addition, Che CrediC Agreemenc w i l l include usual 
and cusComary cose and yield provisions. 

The CrediC Agreeaent also include conditions to 
effectiveness including, but not limiteo to, the ab
sence of pending litigation or administrative pro
ceedings or other legal or regulatory developments 
that, in the reasonable judgment of at least three 
Agents, would be reasonably l i k e l y to prohibit the 
transactions contemplated by the Offer and the Merger 
or to result in a material adverse change in the 
business, assets or condition of Parent, the termina
tion of existing credit f a c i l i t i e s of Parent used for 
the purpose of commercial paper backup, the constimma-
tion of the Offer aad other customary conditions to 
effectiveness for f a c i l i t i e s and transactions of such 
type. 

Ia connection vith the Commitment Letter, Parent 
has agreed to pay the Agents certain fees, to reim
burse the Agents fcr certain expenses and to provide 
certaia iadeanities, as i s customary for commitmeats 
of the type described hereia. The Credit Agreemeat 
w i l l include an agreement by Parent to pay a f a c i l i t y 
fee tc each lender under the F a c i l i t y based on the 
aggregate emount of such lender's comaitaent under 
the Facility, whether used or unused, at a rate, 
ranging from S.O to 15.0 basis points per annxam, de
termined based upon Parent's credit ratings. 

Assuming that the funds contemplated by the Com
mitment Letter and F a c i l i t y described above are made 
available in accordance with the terms thereof. Pur
chaser expects that the condition set forth in sub
section (g) of Sectioa 15 of the Offer to Purchase 
w i l l be satisfied. 

The Comaitaeat Letter i s attached hereto as Exhibit 
(b) (1) , and the foregoing summary description i s qualified i a 
i t s eatirety by reference to such exhibit. 

( i i i ) On October 22, 1996, Parent issued a press 
release in which i t anaoiiaced tliat a group of banJcs had commit
ted to lend up to an aggregate of $4.8 b i l l i o n to Parent to buy 
Shares pursuant to the Offer and to consummate the Merger. A 
copy of the press release i s attached hereto as Exhibit (a) (9), 
and the foregoing sumxaary description i a qualified in i t s en
t i r e t y by reference to such exhibit. 

ĵjjp 
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Item 9. Financial Statements of Certain Bidders. 

The words "cash provided by operating a c t i v i t i e s " i a 
clause ( i ) of the f i r s t sentence of tha second paragraph under 
"Certain Projected Financial Information" i n Section 8 of the 
Offer to Purchase are hereby deleted aad replaced with the word 
"revenues". 

Item 10. Additional Information. 

(b)-("c), (e) 

( i ) Section 16 of the Offer Co Purchase i s hereby 
amended and supplemeaced by chaagiag the date "January 15, 
1997" to "January 18, 1997" xa the second sentence of the f i r s t 
paragraph of Che'subseccioa e a t i t l e d "STB Matters; Acquisition 
of Control". 

( i i ) Section 16 i s hereby f u r t h e r amended and 
supplemented by adding Che following cext a f t e r the f i r s t sen
tence of the f i r s t paragraph of Che subsection e a t i t l e d "STB 
Matters; Acquisition of Control": 

On October 18, 1996, Parent and the Company f i l e d 
with Che STB a Notice of In t e n t to F i l e Railroad Con
t r o l Application, a P e t i t i o n f o r Protective Order aad a 
P e t i t i o n to Establish Procedural Schedule. 

( i i i ) Section 16 i s hereby f u r t h e r amended aad 
supplemented by changing the words "plan to ask" to "have 
asked" i n the t h i r d sentence of Che s i x t h paragraph of the sub
section e n t i t l e d "STB Matters; Acquisition of Control". 

(iv) Sectioa 16 i s hereby f u r t h e r amended and 
supplemented by adding Che following texc Co the end of the 
t h i r d senteace of the s i x t h paragraph of the subseccioa ea
t i t l e d "STB Matters; Acquisitioa of Coatrol": 

coacemplatiag a f i n a l order by the STB w i t h i n 2S5 
days of the f i l i n g of an application w i t h the STB 
seeking approval of the Merger. 

(v) Sectioa 16 i s hereby f u r t h e r amended and supple
mented by changiag che word "such" to "cash" i n the f o r t h sen
tence of the t h i r d paragraph of the subsection e n t i t l e d "STB 
Matters; The Voting Trust". 
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Item 11. Material to be Piled as Exhibits. 

(a)(1) Offer to Purchase, dated October 15, 1996.* 

(a)(2) -- Letter of Transmittal.* 

(a)(3) -. Notice of Guaranteed Delivery." 

(a) (4) -- Letter to Brokers, Dealers, Commercial Banks, 
Trust Conpanies and Other Nominees.* 

(a) (5) -- Letter to Clients for use by Brokers, Dealers, 
Conmercial Banks, Trust Companies and Other Nom
inees . * 

-- Guidelines for Certification of Taxpayer Identi
fication Number on Substitute Form W-9.* 

"̂̂^ - - Text of Press Release issued by Parent on Octo
ber IS, 1996.* 

(a) (8) Form of Summary Advertisement dated October 16 
1996.* 

'5' -- Text of Press Release issued by Parent on Octo
ber 22, 1996. 

(b) (1) -. Commitment Letter, dated October 21, 1996. 

(c) (1) -- Agreement aad Plaa of Merger, dated as of Octo
ber 14, 1996, ay aad among Parent, Purchaser and 
the Coapany.* 

(c) (2) -- Company Stoc- Option Agreement, dated aa of Oc
tober 14, 19i6, between Parent and the Company.* 

'̂̂ ^ • - Parent Stock Optica Agreemeat, dated as tf Octo-
*>er 14, 1996, between Parent and the Company.* 

(c) (4) -. Form of Voting Trust Agreement.* 

Previously f i l e d . 
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SIGNATURE 

After due inquiry and to the best of my knowledge aad 
belief, the undersigned c e r t i f i e s that the information set 
forth i a this statement i s true, complete and correct. 

CSX CORPORATION 

By;/s/ MARX G. ARON 
Name: Mark G. Aron 
Ti t l e : Senior Vice President 

Law and Public Affairs 

Dated: October 23, 1996 

135 



SIGNATURE 

After due inquiry and to the best of my knowledge aad 
oelief, the undersigned certifies that the information set 
forth in this statement i s true, c o ^ l e t e and correct. 

GREEN ACQUISITION CORP. 

By:/s/ MARX G. ARON 
Name: Mark G. Aron 
Ti t l e : General Coimsel 

and Secretary 

Dated: October 23, 1996 

136 



EXHIBIT INIJSX 

Exhibit 
No. Description 

(a)(1) -- Offer to Purchase, dated October 16, 1996.* 

(a) (2) -- Letter of Transmittal.* 

(a) (3) -- Notice of Guaranteed Delivery.* 

(a)(4) -- Letter to Brokers, Dealers, Commercial Ban s. 
Trust Companies and Other Nominees.* 

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

(a) (6) -- Guidelines for Certification of Taxpayer Identi
fication Number on SubstituCe Form W-9.* 

(a) (7) -- Texc of Press Release issued by Parent on Octo
ber 15, 1996.* 

(a) (8) -- Form of Summary Advertisement dated October 16, 
19S6.* 

(a) (9) Text of Press Releaae issued by Parent on Octo

ber 22, 1996. 

(b) (1) Commitaenc Lecter, dated October 23, 1996. 

(c) (1) -- Agreement and Plan of Merger, dated as of Octo
ber 14, 1996, by and among Parent, Purchaser and 
the Company.* 

(c) (2) -- Company Stock Option Agreement, dated as of Oc
tober 14, 1996, between Parent and the Company.* 

(c) (3) • - Parent Stock Option Agreement, dated as of Octo
ber 14, 1996, between Parent aad the Company.* 

(c) (4) -- Form of Voting Trust Agreement.* 

• Previously f i l e d . 
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[CSX Corporation Letterhead] 

CSX Receives $4.8 B i l l i o n Financing Commitment i n Connection 
With Conrail Merger 

RICHMOND, Va., Oct. 22 /PR Newswirc/ -- CSX Corpora
t i o n (CSX) (NYSE: CSX) today announced i t has marked another 
important milestone i a i t s proposed merger with Conrail Inc. 
(Conrail) (NYSE: CRR), completing arrangemeats f o r a 5-year, 
$4.8.b l l i o n bank f a c i l i t y i n connection with the merger. 
Underwriters of the financing are NationsBank, BankAmerica, the 
Bank of Nova Scotia and Chase Manhattan Bank. Chase Securities 
Inc. has been selected as administrative ageat. 

Each of the banks has agreed to $1.2 b i l l i o n 
of the $4.8 b i l l i o n financing w i t h syndication to a consortia 
of leading f i n a n c i a l i n s t i t u t i o n s . 

John W. Snow, chairman and chief executive o f f i c e r of 
CSX, said, "Completing t h i s arrangement c l e a r l y underscores our 
commitment to the merger. We remain very excited about the 
prospects t h i s c c ^ i a a t i o a o f f e r s to our customers, our share
holders aad the public 

"We are vsry encouraged by the early response we are 
ge t t i n g from key constituents, i n c l u d i n g shippers and public 
o f f i c i a l s . We are aaxious to work w i t h other c a r r i e r s i n the 
regioa, aad so far have reached out i a that regard to Norfolk 
Southem as the other leadiag c a r r i e r i n the area. We are l a 
tent on reaching agreements w i t h Norfolk Southem and other 
carrierr. and having them completed p r i c r to f i l i n g our applica
t i o n w i t h the Surface Transportation Board. We f i r m l y b e l i e v * 
t h i s m«rger w i l l vastly improve r a i l service east of the 
Mississippi," Snow said. 

CSX and Conrail l a s t week 2uinounced Cheir agreement 
to combine i n a scraCegr':. merger. The merger w i l l create the 
leading f r e i g h t transf/orcation aad l o g i s t i c s company i n the 
world w i t h aanual revsnues of more thaa $14 b i l l i o a , o f f e r i a g 
donestic and in t e m a t i o n a l customers r a i l , container-shipping, 
barge, iatermodal aad contract l o g i s t i c s services. The newly 
created transportation system w i l l o f f e r auch more extensive 
s i n g l e - l i n e r a i l service opportimities to shippers and 
receivers i n 22 states and w i l l have a 29,645-mile system, 
covering t e r r i t o r y from Chicago, Boston and New York to Miami 
and New Orleans. 

CSZ Corporation, headquartered i n Richmond, Va., i s 
an i n t e r n a t i o n a l transportation coapany o f f e r i n g a v a r i e t y of 

mm 
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r a i l , container-shipping, intermodal, trucking, barge and con
tract logistics services. 

CSX's Inteiaet address i s hccp://www.csx.com 

CSX press releases available through Company News Oa-
Call by fax, 800-758-5804, ext. 219563, or at http:// 
*#ww. pmewswire. com/ 

139 



Execution Copy 

BA.MK OF AMERICA NATIONAL TRUST AND SAVINGS ASSOCIATION 
BA SECURITIES, INC. 

THE BANK OF NOVA SCOTIA 
THE CHASE MANHATTAN BANK 
CHASE SECDRITTES INC. 
NATIONSBANK, N.A. 

NATIONSBANC CAPITAL MARKETS, INC. 

October 21, 1996 

CSX Corporation 
Commitment L e t t e r 

CSZ Corporation 
One James Center 
901 E. Cary Street 
Richmond, VA 23219 

Ladies and Gentlemen: 

We uaderstand that CSX Corporatioa ("CSX") proposes 
CO acquire a l l the issued aad outstanding shares (the "Shares") 
of common stock and Se r i e s A ESOP Junior Convertible Preferred 
Stock of Con r a i l l a c . ("Coarail") pursuant to a merger agree
ment (the "Merger Agreemeat") providing for Shares to be pur
chased by CSX by means of one or more a l l cash tender o f f e r s 
(the "Tender Of f e r s " ) , exercise of a stock opi ion granted by 
Coar a i l (the "Conrail Stock Option") or otherwise for 40% of 
the Shares (oa a f u l l y d i l u t e d b a s i s (excluding Shares that 
v<ould be outstaading or issuable upon the exercise of the Con
r a i l Stock Option)) followed by a merger i a wh.ch a l l the re-
maiaiag Shares w i l l be converced Co tha ri g h t to receive shares 
of common stock of CSX aad (to Che extent tha . 40% of the 
Shares as cal c u l a t e d above have not theretofo.-e been purchased) 
caah (the "Merger"; the Tender Offers, the Mer.7er and any exer
c i s e of the Conrail Stock Option being c o l l e c t i v e l y c a l l e d the 
"A c q u i s i t i o n " ) . You have advised us that CSX w i l l require a 
Conpetitive Advance and Revolving Credit F a c i l i t y (the " F a c i l 
i t y " ) i n an aggregate p r i n c i p a l amount of $4,800,000,000 to 
finance the Acquisition and to replace e x i s t i n g c r e d i t f a c i l i 
t i e s used for the purpose of comawsrcial paper bac)cup and, f o l 
lowing the Merger, for vforkiag c a p i t a l aad for other general 
corporate purposes of CSX. I t i s conteaqslated that the terms 
of the F a c i l i t y w i l l be as set forth i a the Summiary of Terms 
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CS7 Corporation -2- October 21, 1996 

and Conditions attached as Exhibit A hereto and made a pa r t 
hereof (the "Term Sheet"). 

Each of Bank of America National Trust and Savings 
Association, The Bank of Nova Scotia, The Chase Manhattan Bank 
and NatioasBaak, N.A. ( c o l l e c t i v e l y , the -Principal Agents") i s 
pleased to advise you of i t s commitaeat to provide severally 
$1,200,000,000 of the F a c i l i t y upoa the terms aad subject to 
the coaditioas set f o r t h or referred to hereia aad i a the Term 
Sheet. 

You hereby appoint BA Securities, Inc., The Bank ot 
Nova Scotia, Chase Securities Inc. and NationsBanc Capital Mar
kets, Inc. ( c o l l e c t i v e l y , Che "Arrangers", and Cogether w i t h 
the P r i n c i p a l Agents, Che "AgenCs"), and che Arrangers hereby 
agree Co acC, as co-arrangers for Che F a c i l i c y . You hereby 
appoinc the Principal Agents and the P r i n c i p a l AgenCs hereby 
agree to act i n the capacities with respect to the F a c i l i t y 
specified f o r each P r i n c i p a l Agent i n the Term Sheet. Each 
Princi p a l Agent and Arranger w i l l perform a l l fuactioas and 
exercise a l l authority customarily performed and exercised by 
i t i a such roles. 

Each Priac i p a l Ageat reserves the r i g h t , p r i o r to and 
a f t e r the execution of d e f i n i t i v e c r e d i t documentation, to syn
dicate a portion of i t s commitaenc Co one or more f i n a n c i a l 
inatiCuCions reasonably accepcable Co you which w i l l become 
parcies to such documentation pursuant to a syndication to be 
managed by the Arrangers (the Principal Agents and the finan
c i a l i n s t i t u t i o n s becoming parties to such documentation being 
called the "Lenders"). 

The Arrangers intend to commence syndication e f f o r t s 
immediately, smd you agree actively t J assist the Arrangers i n 
complet'.ng a syndication satisfactory to them. You represent 
that (a) a l l information made availcole by vou or your autho
rize d r»!presentatives i s and w i l l be complete and correct m 
a l l matjsrial respects and does not and w i l l not contain any 
untrue statement of a material fact o- omit to state a material 
f a c t necessary i n order t5 make the s ;ateaents contained there
i n not m a t e r i a l l y aisleading i n l i g h t of the circumstances 
imder which such stateaenta are made and (b) a l l f i n a n c i a l pro
jections prepared by you or on your behalf and that have been 
or v i l l be made available havn been aad w i l l be prepared i n 
good f a i t h based upon assumptions believed by you to be reason
able. Tn arranging and syndicating the F a c i l i t y , we w i l l be 
using and r e l y i n g p r i m a r i l y on such information and projections 
without independent v e r i f i c a t i o n thereof. 
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CSX Corporation -3- October 21. 1996 

As consideration for the agreements of the Agents 
hereunder, you agree to pay the fees provided fcr in the Term 
Sheet and the Pee Letter dated the date herec i and delivered 
herewith (the "Fee Letter") . 

Each Principal Agent's commitment hereunder and the 
Arrangers' agreements to perform the services described herein 
are subject to (a) the reasonable satisfaction of the Agents 
with any material changes in the structure or terms of the Ac
quisition prior to the execution of definitive documentation 
with respect to the Fa c i l i t y , and a l l legal, tax and accotmting 
matters relating thereto, (b) the abseace of any material ad
verse change since December 31, 1995, in or affecting the busi-
neas, assets or condition (financial or otherwise) of CSX and 
i t a subsidiaries and Conrail and i t s subsidiaries, taken as a 
whole, (c) the absence of a material disruption of or material 
adverse change i a financial, banking or capital market condi
tions that, in the Arrangers' reasonable judgment, would be 
l i k e l y materially to impair the ayadication of the Fa c i l i t y , 
(d) the negotiation, execution aad delivery on or before Novem
ber 3 0, 1996, of definitive docuaeatatioa with respect to the 
Fa c i l i t y satisfactory to the Agents aad their counsel, (e) th* 
Ageats' satisfactioa that, prior to aad during the syndication 
of the F a c i l i t y , there shall be ao competiag issues of debt 
securities or commercial bank f a c i l i t i e s of CSX or Conrail ->r 
any of their respective subsidiaries being offered, placed or 
arranged and (f) the other coaditioas set forth or referred to 
in the Term Shee*-. 

CSX agrees (a) to indemnify and hold harmlesa each 
Agent and each of i t s a f f i l i a t e s and their respective officers, 
directors, enployees, agent aad advisors from and against any 
and a l l loascs, claims, damages, l i a b i l i t i e a and expenses a r i s 
ing out of or in connection with this Conmiitaent Letter or the 
tramsactions contemplated hereby; provided, however, that the 
foregoing indemnity w i l l not, as to any indemnified party, ap
ply to losaes, claims, damages, l i a b i l i t i e s or expenses to th* 
extent they have resulted from the wilful miscoaduct or gross 
aegligeace of such iademnified party aad (b) to reimburse the 
Agents and their a f f i l i a t e s for a l l reasonable out-of-pocket 
expenses (including, without limitations reasonable syndication 
expenses and the reasonable fees, disbursements and othei° 
charges of counsel) incurred i a connection with the arrangement 
of the F a c i l i t y , thf preparatioa of this Commitment Letter, the 
Fee Letter and the definitive documentation for the F a c i l i t y or 
the other transactions contemplated hereby. No indeauified 
person s h a l l be l i a b l e for any iadirect or coasequential dam
ages i a connection with i t ; activities related to the F a c i l i t y . 
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CSX Corporatioa -4- October 21, 1996 

This Coaaitneat Letter i s deJivered to you on the 
understanding that neither this Cojrmitaent Letter, the Term 
Sheet nor any of their terms or sufcstar.ce shall be disclosed, 
directly or indirectly, Co any other person, provided, that the 
foregoing restrictioas shall cease to apply after this Commit
ment Letter has beea accepted by you in accordance with the 
terms hereof. 

The reimbursement, indemnification and confidential
i t y provisions contained herein and in the Fee Letter shall 
remain in f u l l force and effect regardless of whether defini
tive financing documentation shall be executed and delivered 
and notwithstanding the termination of che Commitment Letter or 
the Priacipal Agents' commitaeats hereunder. This Commitment 
Letter and the Fee Letter are the only agreements that have 
been entered into among us with respect to the Fa c i l i t y and set 
forth the entire understanding of the parties with respect 
thereno. This Coamitaent Letter agreement may be executed in 
aay number of counterparts (including by facsimile transmis
sion) , each of which shall be an original, and a l l of which, 
v^cn taken together, shall constitute one agreemeat. This Com-
mitneat Letter shall be govemed by, aad construed in accor
dance with, the laws of the State of New York. This Commitment 
Letter supersedes i a f u l l the CozamitmeaC Letter dated October 
IS, 1996 from The Chase ilanhattan Bank and Chase Securities 
Inc. to you. 
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CSZ Corporation -S- Octobv - 21, 1996 

I f the foregoing correctly sets forth our agreemeat, 
please indicate your acceptance of the terms hereof and of the 
Term Sheet and the Fee Letter by retumiag to us executed 
coimterparts hereof aad of the Fee Letter not later than 8:00 
p.m.. New York City time, oa October 21, 1996, f a i l i a g which 
the Principal Agents' coBnaitaents and the Arrangers' agreemeats 
herein w i l l expire. 

Each of the undersigned i s extremely pleased to have 
'lie opportimity to ass i s t you in connection with this important 
^.iaancing. 

V*ry truly yours. 

BANK OF AMERICA NATIONAL 
TRUST AND SAVINGS ASSOCIATION 

By: I s l Mark N. Hurley 
T i t l e : Managing Director 

BA SECURITIES, INC. 

By; I SI Mark S. Lies 
T i t l e : Managing Director 

THE BANK OF NOVA SCOTIA 

By: I s l James R. Trimble 
T i t l e : Senior Relationship 

Manager 
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CSX Corporatioa -6- October 21, 1996 

TEE CHASE MANHATTAN BANK 

By: I s l J.M. Loag 
T i t l e : Vice President 

CHASE SECURITIES INC. 

By: l a l Elizabeth ?. Hughes 
T i t l e : Managing Di.>.ector 

NATIONSBANK, N.A. 

By: I s l E. Tumer Coggin 
T i t l e : Senior Vice President 

NATIONSBANC CAPITAL MARKETS, INC. 

By: I s l Johr N. Gregg, Jr. 
T i t l e : Lirector 

Accepted and agreed to as of 
the date f i r s t above written: 

CSZ CORPORATION 

By: I s l G.R Weber 
T i t l e : Vice President and 

Treasurer 

145 



EXHIBIT A 

CSX CORPORATION 

Competitive Advance and Revolv ing C r e d i t F a c i l i t y 

Summary of Terms and Condit ions 

Borrower: 

A c q u i s i t i o n : 

Arrangers: 

Administrative Agent: 

CSX Corporation (the "Borrower") 

The Borrower w i l l acquire a l l the 
issued and outstanding shares (the 
"Shares") of commoa stock and Series 
A ESOP Convertible Jimior Preferred 
Stock of Coarail lac. ("Conrail") 
pursuant to a merger agreement (as 
amended from time tr ciizr- che 
"Merger Agreement') providing for 
Shares to be purchased by the Bor
rower by means of oae or met a l l cash 
teader offers (the "Tender Offers") 
exercise of a stock option granted by 
Conrail (the "Conrail Stock Option") 
or otherwise for 40% of the Shares 
(oa a f u l l y diluted basis (excludiag 
Shares that would be outstanding or 
iasuable upon the exercise of the 
Coarail Stock Option)) followed by a 
merger i a which a l l the remaining 
Shares w i l l be converted to the right 
to receive shares of connon stock of 
the Borrower and (to the extent that 
40% of the Shares as calculated above 
have not theretofore beea purchased) 
caah (the "Merger"; the Tender Of
fers, the Merger and any exercise of 
the Conrail Stock Option being col
l e c t i v e l y called the "Acquisition"). 

BA Securities, Inc., The Bank of Nova 
Scotia, Chase Securities Inc. aad 
NationsBanc Capital liiarkets. Inc. 
(collectively, the "Arrangers"). 

The Chase Manhattan Bank ("Chase") 
w i l l act as sole administrative agent 
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Documentation Agent: 

Co-Syndication Agents: 

F a c i l i t y : 

Borrowing Options; 

Purpose: 

(in such capacity, the "Administra
tive Agent") for a syndicate of lead
ers arranged by the Arrangers (col
lectively, the "Lenders"). 

The Bank of Nova Scotia (in such ca
pacity, the "Documentation Agent") . 

Bank of Aaerica National Trust and 
Savings Association and NationsBank, 
N.A. (ia such capacities, the "Co-
Syndicatioa Agents"; and together 
wich the Arrangers, the Documentation 
Agent and the Administrative Agent, 
the "Agents") . 

Competitive advance and revolving 
credit f a c i l i t y in an aggregate prin
cipal amount of $4,800,000,000 (the 
"Facility") . The Borrower w i l l have 
the right to request the Arrangers to 
arrange an increase in the F a c i l i t y 
for the purposes described below on 
terms and conditions to be agreed. 

Two borrowing options w i l l be a v a i l 
able under the F a c i l i t y : (i) a com
petitive advance option (the "CAF") 
and (i i ) a revolving credit option 
(the "Revolviag Credit") . The CAF 
w i l l be provided oa an imccamitted 
co>q>etitive advance basis through an 
auction mechanism. The Revolving 
Credit w i l l be provided on i t commit
ted basis. Under each option amounts 
borrowed and repaid may be reborrowed 
subject to avai l a b i l i t y under the 
Facili t y . 

The proceeds of the F a c i l i t y w i l l be 
used to finance the Acquisition and 
to replace existing credit f a c i l i t i e s 
used for the purpose of commercial 
paper backup. In addition, following 
the Merger the proceeds of the F a c i l 
i t y may be used for working capital 
and for other general corporate pur
poses . 
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Commitment Terminatior. 
and Final Maturity: 

Availability: 

Fe*a and Intarest Rates: 

Interest Periods: 

Mandatory Comaiti7cnt 
Reduction: 

Five years from the date of execution 
of definitive credit documentation 
(the "Closing Date"). 

Subject to the second succeedi::ig sen
tence, under the CAF, up to the f u l l 
amount of the remaining cosmiitmeats 
(less aay amounts outstanding under 
the Revolving Credit) may be bor-
rovred, repaid and reborrowed at the 
diacretion of the Lenders, which may 
elect to bid i n accordance with the 
Administrative Agent's standard pro
cedures for competitive advance fa
c i l i t i e s . Subject to the nex*. suc
ceeding senteace, under the -evolving 
Credit, up to the f a l l amoimt of the 
remainiag cosnaitmeats (less any 
amount outsrwding under the CAF) may 
be borrowed, repaid and reborrowed 
subject only to applicable conditions 
to borrowing. Availability under 
each optica w i l l be reduced by usage 
under the other option oa a dollar-
for-dollar baais. Total outstandings 
imder the F a c i l i t y may not exceed the 
amount of the F a c i l i t y at auy time. 

As per attached Annex I . 

CAF -- per market a v a i l a b i l i t y : 

Fixed Rate Auction Advances: 
7-360 days. 

Revolving Credit - - a t the Borrower's 
option: 

LIBOR Loans: 1, 2. 3 or 6 months. 

Altemative Base Rate ("ABR") Loans: 
3 months. 

Interest w i l l be payable at the end 
of each interest period, but not less 
often than every three months. 

In the event that any govezameiital 
approval required for the Acquisition 
shall be f i n a l l y denied, or in the 
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event the Borrower shall elect to 
aibandoa the Acquisitioa, the commit-
aeats under the F a c i l i t y shall be 
reduced to aa amount equal to the sum 
at such time of the aggregate priaci
pal amoimt of loaas outstaadiag uader 
Che F a c i l i t y aad Che aggregaCe face 
amount of commercial paper outstaad
iag aad supported by commitaeats ur 
der the F a c i l i t y . Ia the event that 
the Borrower s e l l s any of the Shares, 
the F a c i l i t y shall be reduced by the 
amoimt of the net proceeds of aay 
«uch sales. 

Optioaal Coimnj.tmeat 
Reductions: 

Optional Prepayments: 

Docuaentation: 

Conditions to 
Effectiveness: 

Upon at least three business days' 
prior irrevocable written notice to 
the Administrative Agent, the Bor
rower may at aay time i a whole perma
nently terminate or from time to time 
in part permanently terminate, the 
commitments under the F a c i l i t y ; pro
vided, that the aggregate commitments 
of a l l Lenders may i a ao eveat be 
less fhan the aggregate amouat of the 
CAF advaaces aad loaas outstaadiag. 

LIBOR Revolviag Credit Loaas may be 
prepaid in whole or in part at aay 
time at Che Borrower's optica, sub
ject, i f prepaymeuc occurs other than 
at the ead of an applicable interest 
period, to compensation in respect of 
any redeployment costs. ABR loans 
may be prepaid at aay time without 
penalty. CAF advaaces w i l l not be 
subject to prepayment. 

A cred:! agreement (the "Credit 
Agreement") for the F a c i l i t y incorpo
rating the terms provided for hereia 
and other customary noa-ecoaomic 
terms and provisions as the Agents 
may reasonably specify in the context 
of the transactions contemplated 
hereby. 

Usual for f a c i l i t i e s and transactions 
of this type, those specified below 
and others to be reasonably specified 
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by the Agents, including but not lim
ited to definitive documentation with 
respect to Che PaciliCy satisfactory 
in a l l respects to the Leaders, sat
isfactory legal opinions, delivery of 
financial stateaents aad projectioas, 
accuracy of representatioas and war-
raaties, abseace of defaults, 
delivery of borrowiag certxficates, 
evidence of authority and cos^liance 
with applicable laws and regulations. 

The i n i t i a l Tender Offer shall have 
been or shall simultaneously be con-
suam/ited in accordance with appli
cable law aad Che Merger Agreement. 

Theze shall be no peadiag l i t i g a t i o a 
or f.dmiaistrative proceedings or 
oth«r legal or regulatory develop
ments that, in the reasonable judg
ment of at least three of the Agents, 
would be reasonably l i k e l y to pro
hibit the Acquisitioa or to result i a 
a material adverse change i a the 
busiaess, assets or coadition (fiaaa-
c i a l or otherwise) of the Borrower, 
i t being understood that the proposal 
for or the pendency of proceedings 
for approval of the Acquisitioa be
fore the Surface Traasportatioa 
Board, or any administrative, judi
c i a l or other coctest with respect to 
•uch approval procea? at the Surface 
Transportation Board, shall net vio
late this condition. 

The existing credit f a c i l i t i e s of the 
Borrower used for the purpose of com
mercial paper backup shall have been 
terminated. 

' onditions to Each 
sorrowing: 

Delivery of borrowing notice, 
accuracy of representatioas and war
ranties and absence of debuts. 

Representations and 
Warranties: 

To include organizatioa and powers, 
authority and enforceability, no coa-
f l i c t s , financial information, ab
sence of material adverse change. 

150 



Financial Co-vv'aant: 

Affirmative and Negative 
Covenants: 

absence of material lit i g a t i o a , cor.-
pliance with laws and regulations 
(including Federal Reserve margin 
regulations) and agreements, inap
p l i c a b i l i t y of Investment Coapany Act 
of 194 0 and Public U t i l i t y Holding 
Compaay Act of 1931 taxes ERISA and 
absence of material misstatements. 

Total Debt (other Chan iadebtedaess 
the proceeds of which c • used Co 
purchase Sharea pursuant to the Con
r a i l Stock Option) &;;all not exceed 
(a) at any time prici. to the Merger, 
65% of Total Capitalization (to be 
defined as Total Djsbt plus Total 
Shareholders' Equity) and (b) at any 
time on or after the consummation of 
the Merger, '5% of Total Capitaliza
tion. "Totsi Debt" w i l l be defined 
as a l l short-term and long-term in
debtedness reflscteJ oa a consoli
dated balance sheet of the Borrower 
i a accordance with GAAP. "Total 
Shareholders' Equity" w i l l be defined 
as the amounts included under share
holdera ' equity on a consolidated 
balance sheet of the Borrower i a ac
cordance with GAAP. 

To include maintenance of corporate 
existence, maintenance of ownership 
of railroad subaidiaries, maintenance 
of insurance, payment of taxes, de
livery of financial atar.ements and 
reports, maintenance of records, com
pliance with lawa, use of proceeds, 
limitation on indebtedness i a excess 
of $4,000,000,000 fni the purchase of 
Shares, limitatioas on additional 
unsecured indebtedness at subsidiar
ies (subject tc appropriate thresh
olds and other cuatomary terms), 
limitations on mergers and sales of 
a l l or substantially a l l assets, and 
limitations oa liens and aale-leaae-
baek traaaactiona (which ahall aot 
apply to margin stock to the extent 
i t exceeds 25% of the asaets subject 
to such limitation aad which w i l l 
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Eveats of Defaults: 

Cost aad Yield 
Protection: 

Aasigniaeats aad 
Participations: 

Expenses and 
Indemaificatioa: 

permit Che Borrower aad i t s subsid
iaries CO conciaue Co uCilize methods 
of railroad equipmeat fiaaaciag as 
and Co Che exCenc customarily used by 
them.) 

To iaclude material breach of repre-
stntation or warranty, failure to pay 
principal or interest, breach of cov
enants, cross acceleration, material 
judgments and voluntary or involun
tary banJcruptcy, subject to customary 
notice and cure periods. 

Usual and customary, including but 
oot limited to protection with re
spect to redeployment costs, changes 
in capital requirements or rheir in
terpretation, changes in circum
stances, reserves, i l l e g a l i t y and 
taxes (including, without limitation, 
withholding tax gross-ups). 

Lenders w i l l be permitted to assign 
loans and commitments with the prior 
vrritten consent of the Borrower (not 
to be unreasonably witliheld) , except 
that consent w i l l not be required for 
assignments to another Lender or aa 
a f f i l i a t e of a Lender. Assignments 
w i l l be in a minimum amount to be 
agreed (or the remainitj amount of a 
Lender's commitment). Assignments 
w i l l be by novation, such that the 
assignee w i l l succeed to the rights 
and obligatioas of the assignor 
Lender. Assignments to any Federal 
Reserve Bank w i l l be permitted with
out coaseat. Partiv,i»,«tiona w i l l be 
without restriction and participants 
w i l l be entitled to yield and i n 
creased cost protectioa to the same 
exteat as (but not more thaa) the 
participatiag Leader. Voting rights 
of participants w i l l be limited to 
changes in amounts, rates, fees aad 
maturity. 

A l l reasonable out-of-pocket expenses 
of the Agents associated with (i) the 
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Goveming Law: 

Counsel for the Agents: 

syndication of the F a c i l i t y and ( i i ) 
the preparation, execution and deliv
ery and amendment, waiver, adminis
tration and enforcement of the loaa 
documcatatioa (including reaaonable 
fees, charges and disbursements of 
counsel for the Ageats and. i a the 
case of eaforceaeat, th* Lenders) ar* 
to be paid by the Borrower. 

The Borrower w i l l indemnify the 
Agents and the Lenders against, and 
hold them harmlesa from, a l l costa, 
expeases (iacludiag reasoaable fees, 
charges aad disbursements of counsel) 
and l i a b i l i t i e s including those re
sulting from any lit i g a t i o n or other 
proceediaga (regardless of %riu :her 
the Agents or any Lender i s a party 
thereto), related Co or arising out 
of the F a c i l i t y , the use of proceeds 
thereof or any other transactions 
contenplated hereby, except to the 
extent such costs, expenses and l i 
a b i l i t i e a have resulted from the wil
ful miaconduct or gross negligence of 
the party seeking indemnification. 

M« York 

Simpson Thachar Bartlctt. 
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Annex I 

F a c i l i c y Fee: A F a c i l i t y Fee w i l l accrue f o r the 
c :co\int of each Lender on the ag
gregate aaount of such Lender's coa-
raitment tmder the F a c i l i t y , whether 
used or unused, and w i l l be payable 
quarterly i n arrears based on the 
actual number of days elapsed over a 
365/36S-day year. The F a c i l i t y Fee 
w i l l commence to accrue on <:he Clos
ing Date aad w i l l cease Co iccrue oa 
the f i a a l maturity of the T a c i l i t y or 
aay e a r l i e r date oa which the coamit-
meats are termiaated. 

The F a c i l i t y Pee w i l l accrue at the 
rates set f o r t h i n the applicable 
table below basec upon the Borrower's 
senior unsecured non-credit-enhanced 
liug-tenu debt r a t i n g s ("Ratings") by 
Standard & Poor's Rating Services, a 
d i v i s i o n of The McGraw-Hill Compaaies 
Inc. ("S&P") and Moody's Investor 
Services, Inc. ("Moody's"). 

Int e r e s t Rates: I n t e r e s t w i l l be payable on the out
staadiag loans at the f o l l o w i n g rates 
per aaaum: 

(A) CAF: The rates obtaiaed from 
bids selected by the Borrower; aad 

(B) Revolving Credit: Rates based 
upon LIBOR or ABR, aa selected by the 
Borrower. 

No spread w i l l be charged on ABS 
Loana. 

The i a t e r e s t r a t e applicable to each 
LIBOR Loan w i l l be equal to LIBOR f o r ^ ^ ^ j ^ ^ 
the interest period applicable to flH^I^^H 
such Loaa plus a Margia determined ^WIPPJH^ 
based upon the Borrower's Ratings by 
S&P and Moody's i n e f f e c t from time 
to ti&e, as set f o r t h i n the table 
below. 

In t e r e s t on LIBOR Loans w i l l be pay
able at the ends of the relevaat i a 
ter e s t periods (but not leas often 
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thaa quarterly). Iaterest shall be 
calculated on the basis of the actual 
number of days elapsed over a 365/ 
366-day year for ABR Loaas based oa 
the Adadaistrative Ageat • d Priae 
Rate, aad over a 360-day year for a l l 
other Loaas. 

As used hereia, (a) LIBOR meaas the 
London interbank offered rate for 
U.S. Dollars, adjusted for statutory 
reserves and (b) Altemate Base Rate, 
or ABR. means the higher of (i) the 
Administrative Ageat's Prime Rate aad 
( i i ) the Federal Funds Effective Rate 
plus 1/2 of 1%. 
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Category 1 
Category 2 
Category 3 
Category 4 
Category 5 
Category 6 

Ratiags 
(S&P/ 

Moody's) 

A/A2 or 
higher 
A-/A3 
BBB-t-/Baal 
BBB/Baa2 
BBB-/Baa3 

F a c i l i t y 
Fee (basis 

points 
per aaaum) 

6.0 
7.0 
8.5 

10.0 
12.5 
15.0 

LIBOR /U.l-ia Drawn 
Margia (basis Costs (basis 

p o i a t s 
par annua) 

14.0 
13.0 
16.5 
20.0 
22.5 
35.0 

points per 
annua) 

20. 
20, 
25. 
30. 
35. 
50. 

In the eveat of a s p l i t ratiag, the higher of t h * two Rat
iags w i l l apply for purposes of deCermiaing Che relevaac 
Category unless the Ratiags d i f f e r by two or aore l e v e l s , 
i a which case a Rating one l e v e l below che higher Rating 
w i l l apply for purposes of determiaing the r e l e v a n t Cat
egory. 
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SECURITIES ANO EXCHANGE COMMISSION 
Washington, D.C. 2C549 

SCHEDULE 14i:-l 

Tender Offer St»:«mcnt 

Pursuant co 
SectiJn 14(d)(1) of the Securities Exchange Act of 1934 

and 

Schedule 13D 

(Amendment No. 2) 

Conrail Inc. 
(Name of Subject Company) 

CSX Corporation 
Green Acquisition Corp. 

(Bidders) 

CoKTon Stock, Par Valu* SI.00 Per Share 
(Title cf Class of Securities) 

208369 10 0 
(C'JSI? Nunber of Class of Securities) 

Series A ESC? Convertible Junior 
Preferred Stock, Witiiout Par Value 

(Title cf Class of Securities) 

Not Availabl* 
(C'JSIP Number of Class of Securities) 

Mark Q. Aron 
C$X Ccrporation 
One Jair.cs Center 

901 East Cary Str**t 
Richmond, Virginia 23219-4031 
Telephone: (804) 782-1400 

(Names, Addresses and Telephone Numbers of Persons Authorized 
CO Receive Notices and Communications on Behalf of Bidder) 

With a copy to: 

Pamela S. Seymon 
Wachtell, Lipton, Rosen t Katz 

51 West 52nd Streit 
New York, New York 10C19 
Telephone: (212) 403-1000 
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This Statenent amends and suppleaents the Tender Of
fer Starer.ent on Schedule 14D-l filed with the Securities and 
Exchange Cornission (the "Coinmission") on October 16, 1996, as 
previously anended and supplemented (the "Schedule 14D-1"), by 
Green Acquisition Corp. ("Purchaser"), a Pennsylvania corpo
ration and a wholly owned subsidiary of CSX Corporation, a Vir* 
gmia corporation ("Parent"), to purchase an aggregate of 
17,860, 124 shares of (i) Cottanon Stock, par value $1.00 per 
share (the "Corrinon Shares"), and (ii) Series A ESOP Convertible 
Junior Preferred Stock, without par value (together with the 
Coinmon Shares, the "Shares"), of Conrail Inc., a Pennsylvania 
corporation (the "Company"), including, in each case, th* as
sociated Conmon Stoclc Purchase Rights, upon the terms and sub
ject to the conditicns sec forth in the Offer to Purchase, 
dated October 16, 1996 (the "Offer to Purchase"), and in th* 
related Lecter of Transmittal (which, together with any amend-
nents or supplements thereto, constitute th* "Offer"! at a pur
chase price of S92.5C per Share, net to the tendering share
holder in cash. Capitalized terms used and not defined herein 
shall have th* meani.-.gs assigned such terns in t.h* Offer to 
Purchase ar.d the Sc.-.edule 14D-1. 

Item 10. Additional Infomation. 

(e; Section 16 of th* Offer to Purchase is hereby 
arr.e.-.ded and sucpienent*d by adding the following text at the 
end t.-.ereof: 

Norfolk Southern litigation. On October 23, 
1996, Norfolk Southern Corporation ("NSC"! filed a 
Conplaint for Declaratory and Injunctive Reliaf in 
-he L'niced States District Court for th* Eastern Dis
trict of Pennsylvania, naming che Conpany, Parent and 
certain ot.̂ ers as defendants, alleging, among other 
'•tt:.}S, violations of fiduciary duty, of the Com
pany's Articles of Incorporation and By-Laws, of the 
Pennsylvania Law and of disclosure provisions of the 
federal securities laws, relating to tender offers 
ana proxy solicitations, and requesting preliminary 
and permanent injunctive and declaratory relief in
cluding, without limitation, an injunction from com-
nencing or continuing a tender offer (.tuch as the 
Offer) for Company securities, seeking approval of 
the Articles Anendnent or taking steps co nak* th* 
Articles Anendment effective, takino any action to 
redeem the Rights or render the Rights inapplicable 
to any offer with respect to the Company by Parent 
without, at the same time, rendering the Rights inap
plicable with respact to NSC's proposed tender offer 
with respect to the Company, taking any action to 
enforce certain provisions cf the Merger Agreement, 
failing to take action to exempt NSC's proposal to 
acq-uir* c.'̂e Coapany from certain 
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provisions of che Pennsylvania Law and holding the 
Pennsylvania Special Meeting. On October 24, 1996, a 
hearing was scheduled for November 12, 1996 on the 
preliminary injunction being sought by NSC to enjoin, 
among other things, the Pennsylvania Special Meeting 
and consuronation of the Offar. 

Among other things, the NSC coirplaint al
leges, in pertinent part, that (capitalized terms 
used and not defined in the following quoted para
graphs shall have the meanings assigned such terms in 
the above-described complaint) : 

"48. Conrail's Preliminary Proxy Statement contains 
ch* following misrepresentations of fact: 

(a) Conrail states that "certain provi
sions of Pennsylvania law effectively preclude...CSX 
from, purchasing 20% or more" of Conrail's shares in 
the CSX Offer "or in any other manner (except the 
[CSX] Merger." This statement is false. The provi
sions of Pennsylvania law to which Conrail is refer
ring are those of Subchapter 25E of the Pennsylvania 
Business Corporation law. This law does not "ef
fectively preclude" CSX from purchasing 20* or more 
of Conrail's stock other than through th* CSX Merger. 
Rather, i t simply requires a purchaser of 20* or more 
of Conrail'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 
ourchas* 20% or mor* of Conrail's voting stock absent 
th* Charter Amendment is that, unlike NS, CSX is un
able or unwilling to pay a fair pric* in cash for 
100% of Conrail's stock. 

(b! Conrail states that its "Board of Di
rectors believes that Conrail shareholders should 
have the opportunity co receive cash in the neartern 
for 40% of (Conrail's] shares," and that "[t]h* Board 
of Directors believes i t is in the best interests of 
shareholders that they have the opportunity to re
ceive cash for 40% of their shares in the near term." 
These statements are false. First cf a l l , the Con
ra i l Board believes that Conrail shareholders should 
have th* opportunity to receive cash in the near-term 
fcr 40% of Conrail's sharas only if such transaction 
wiil swiftly d*liv*r effective control of Conrail to 
CSX. Second, the Conrail Board of Directors does not 
believe that such swift transfer of control to CSX is 
in che best interests of Conrail shareholders; 
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rather, the Conrail Board of Directors believes chat 
swifr transfer cf effective control ever Conrail co 
CSX through che CSX Offer will lock-up the CSX Trans
action and precl-jde Ccnrail shareholders from any 
opportunity to receive the highest reasonasly avail
able price in a sale of control of Conrail. 

49. CSX's Sch*aul* 14D-il contains the following mis
representations of fact: 

(a) CSX states chat the "purpose of th* 
[CSXJ Offer is for [CSX] . . . co acquire a signifi
cant equity interest in [Conrail] as the first step 
in a business combinacion of [CSX] and [Conrail]." 
This scacemenc is false. The purpose of che CSX Of
fer is to swiftly transfer effective controi over 
Conrail to CSX in c rder to locic up the CSX Transac
tion and foreclose the acquisition of Ccnrail oy any 
competing higher biaier. 

(b) CSX states t.hat "the Pennsylvania Con
trol Transaction Law effectively precludes [CSX, 
through its acq-iisicicn subsidiary] fron p-jrchasing 
20k or more cf Conraii's shares pursuant to the [CSX] 
Offer." This state.-T.enc is fals*. The provisions of 
Pe.insylvania law co which Conrail is referring ar* 
chose of Subchapter 25E of the Pennsylvania Business 
Ccrporation law. This law does not "•ffectively pre
clude" CSX from purchasing 20% or mor* of Conrail's 
scock other than through ch* CSX Merger. Rather, i t 
SL-rtply requires a purchaser of 20% or nore of 
Conrail's voting stock to pay a fair price in cash, 
on demand, co the holders of the remaining 80% of th* 
shares. The real reason that CSX will not purchase 
20% or mor* of Conrail's voting stock absent the 
Charter Amena.T.«nc is that, unlike NS, CSX is unable 
or unwilling to pay a fair pric* in cash for 100% of 
Conrail's stock. 

50. Conrail's Schedule 14D-9 states that "the [CSX 
Transaction]...is being structured as a true m*rg*r-
of-equais transaction." This statement is false. 
The CSX Transaction is being structured as a rapid, 
locked-up sale of control of Conrail to CSX involving 
a significant, albeit inadequate, control premium. 

I.... Each of the Conrail Preliminary Proxy Scate.tient, 
the CSX Schedule 14D-1, and t.he Conrail Schedule 140-
9 omit to disclose the following material facts, th* 
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disclosure of which are necessary to .maice the state
ments made in such documents net .Tiisleadmg: 

(a) That both Conrail (and its senior man
agement) and CSX (and its senior management) knew (i) 
that NS was keenly interested m acq-Jiring Conrail, 
(ii) that rs has the financial capacity and resources 
to pay a higher pric* for Conrail than CSX could, and 
( i i i ! that a financially suparioi comp*ting bid for 
Conrail by NS was inavitable. 

(b) That Conrail management led NS to be
lieve that i f and when the Conrail Board determined 
tc sell Conrail, i t would do so chrough a process in 
which NS would be given the opportunity to bid, and 
c.hiit in the several weeks prior to the announcement 
of ch* CSX Transaction, defendanc LeVan on two occa
sions prevenced Mr. Goode from presenting an acquisi
tion proposal to Ccnrail by stating to him that mak
ing such a proposal would be unnecessary and that Mr. 
LeVan would contact Mr. Goode concerning NS's inter
est in acquiring Conrail following (i) the Conrail 
Board's scracegic planning m*«ting sch*dul*d for Sep
tember 1996 and (ii) a meeting of the Conrail Board 
purportedly scheduled for October 16, 1996. 

(c) That in September of 1994, NS had pro
posed a scock-for-stock acquisicion of Conrail 'it an 
exchange racio of 1.1 shares of NS scock for each 
share of Conrail scock, which ratio, if applied co 
ch* pric* of NS stock on ch* day b*for* announcemenc 
of che CSX Transaccion, Occober 14, 1996, implied a 
bid by NS worch over $101 per Conriil «''.»ce. 

(d) That che CSX Transaccion was structured 
CO swiftly transfer effeccive, if noc absoluce vocing 
concrol over Conrail co CSX, and co prevenc any ocher 
bidden from acquiring Conrail for a highar pric*. 

(*) That although Conrail obx-axî md opinions 
from Morgan Stanlay and Lazard Frarss chat che con
sideration to be received by Conrail stockholders in 
t.he CSX Transaction was "fair" to such sharehold*rs 
from a financial point of view, Conrail's Board did 
noc ask i t s inv*stm*nt bankars wh*th*r the CSX Trans
action consideration was adequate, from a financial 
point of view, in th* cont*xt of a sal* of control of 
Conrail such as th* CSX Transaction. 
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(f) That although in arriving at their 
"fairness" opinions, both Morgan Stanley and Lazard 
Freres purport to have considered che level of con
sideration paid in ccmparable transactions, both in
vestment bankers failed to consider the most closely 
com.parabl* transaction — NS's September 1994 merger 
proposal, which as noted above, would imply a pric* 
per Conrail share in excess of $101. 

(g) That, if asked co do so, Conrail's in-
vescm.enc bankers would be unable co opine in good 
faith that the consideration off*r*d in ch* CSX 
Transaccion is aaequat* to Conrail's shar*hold*rs 
from a financial point of view. 

(h) Thac Conrail's Board failed to s**k a 
fair.iass opinion from its inv*stm*nt bankars concern-
i.ng ch* S300 .-nillion br*ak-up f** included m th* CSX 
Transaction. 

(i) That Conrail's Board failad to s*«k a 
fairn*ss opinion from its in-/«stm*nt bankars concern
ing ch* Stock Option Agreement granted by Conrail to 
CSX in connection with th* CSX Transaction. 

(j) That th* Stock Option Agr**m*nt is 
structur*d so as to impcs* incr*asingly s*v*re dilu
tion costs on a competing bidder for control of Con
rail for progressively higher acquisition bids. 

(k) That th* Conrail Board intands to with
held th* filing of th* Chart*r Am*ndm*nc following 
ICS approval by Conrail's scockholdars i f ch* *f-
fecciveness of such amendment would facilicac* any 
bid for Conrail othar than th* CSX Transaction. 

(1) That ch* Ch*rt*r Am*ndm*nt and/or its 
submission to a vote of th* Conrail shar*hold*rs is 
illsgal and ultra vir*s uftdcr P*nnsylvania law. 

(m) Thac th* Conrail Board's discriminatory 
(i) us* of the Charter Am*ndJii*nt, ;ii) amandment of 
che Conrail Poison Pill and ( i i i ) action exen^iting 
ch* CSX Transaccion fron P*nnsylv*nia's Businass Com
bination Statut*, aU CO facilicac* che CSX Transac
cion and CO preclude competing financially superior 
offers for conTol of Conrail, constitute a breach of 
the d*f*ndant directors' fiduciary duty of loyalty. 
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(n) That Conrail's Board failed to conduct 
a reasonable, good faith investigation of a l l reason
ably available material information prior co approv
ing the CSX transaction and related agreements, in
cluding the lock-up Stock Option Agreement. 

(o) That in recommending that Conrail's 
shareholders tender t.h*ir shares to CSX in th* CSX 
Offer, Conrail's Board did not conclud* chac doing so 
would b* in ch* base incercscs of Conrail's shara
holdars . 

(p) Thac in recommending thac Conrail's 
shareholders approve che Charter Amendmenc, ch* Con
rail Board did not conclud* thac doing so would be in 
the besc inc« .ses of Conrail's shareholders. 

(q) Thac in recommending thac Conrail 
shareholders t«nd*r cheir shares to CSX in che CSX 
Offer, primary weighc was given by che Conrail Board 
CO incerests of persons and/or groups ocher Chan 
Conrail's sharaholdcrs. 

(r) Thac in recommending chat Ccnrail 
shareholders cender cheir shares co CSX in ch* CSX 
Offer, pri.-nary w*ight was given co che personal in-
cerescs" of defendanc LeVan m increasing his compen-
sacion and succeeding Mr. Snow as Chairman and Chief 
Execucive Officer of ch* combined CSX/Conrail com
pany. 

(s) Thac the Continuing Cirector Require
ment in Conrail's Poison Pi l l (described below in 
paragraphs 54 through €0, adopted by Conrail's board 
in September 1995 and publicly disclosed at chac 
time,'is illegal and ultra vires under Pennsylvania 
law and therefore is void and unenforceable." 

A copy of the above-described conplaint is atcached 
hereto as Exhibit (c)(5), and the foregoing summary description 
is qualified in its entirety by r*fer*nc* to such *xhiblt. 

(f) On October 23, 1996, NSC announced its intention 
to commenc* a c*nder offer for che Shares, a.id Parent issued a 
press release with respect thereto. 

A copy of che press release is attached hereto as 
Exhibit (a)(10), and the foregoing summary descnpcion is qual
ified in its •ntiraty by raferenc* to such •xhibic. 

-f-
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Item 11. Material to be ril*d as Exhibits. 

a)(l) — Offer to Purchase, dated October 16, 1996." 

a) (2/ — Letter of Transmittal." 

a) (3) — Notice of Guaranteed Delivery.* 

a) (4) — Letter to Brokers, Dealers, Commercial Banks, 
Trust Co.'npanics and Other Nominees.* 

a) (5) — Letter to Clients for use by Brokers, Dealers, 
Commercial Banks, Trust Companias and Othar Nom
inees. * 

a) (6) — Guidelines for Certification of Taxpayer Identi
fication Nunber on Subititut* Form W-9.* 

a) (7) — Text of Press Release issued by Parent on Occo
ber 15, 1956.* 

a) (8) — Form of Summary Advertisement, dated October 16, 
1996.* 

a) (9) — Text of Press Release issued by Parent on Octo
ber 22, 1996.* 

a) (101 — Text of Press Release issued by Parent on Octo
ber 23, 1996. 

t; (1) — Commitment Letter, dated Occober 21, 1996.* 

c) (1) — Agreement and Plan of Merger, dated as of Octo
ber 14, 19S5, by a.nd among Parent, Purchaser and 
the Company.* 

c) (2) — Company Stock Option Agreement, dated as of Oc
tober 14, 1996, between Parent and the Company.* 

c) (3) — Parent Scock Option Agreement, dated as of Octo
ber 14, 1996, between Parent and the Company.* 

c) (4) Form of Voting Trust Agreement.* 

Previously f i led. 

- 7 -
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(-) (5) — Conplaint in Norfolk Southern Corporation, et 
al. V. Ccnrail Inc., et al., No. 96-CV-7167, 
filed on October 23, 1996. 
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SIGNATURE 

After due inquiry and to the besc of m.y knowledge and 
belief, che undersigned cercifies thac che information set 
forth in this statement is true, complete and ccrrect. 

CSX CORPORATION 

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

Law and Public Affairs 

Dated: October 25, 1996 
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SIGNATURE 

After due inquiry and to the best of my knowledge a.nd 
belief, the undersigned certifies chac che information sec 
forth in chis scacemenc is true, complece and correct. 

GREEN ACQUISITION CORP. 

3y:/s/ MASK G. ARON 
Name: Mark G. Aron 
Title: General Counsel 

and Secretary 

Dated: October 25, 1996 
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EXHIBIT IN'DEX 

Exhibit 

No. Cescription 

;a! ;i) — Offer to Purchase, dated October 16, 1596.* 

(a);2) — Lecter of Transmictal. * 

(a)(3) — Notice of Guaranteed Delivery.* 
(a)(4) — Letter to Brokers, Dealers, Commercial Banks, 

Trust Companies ind Other Nomi.iees. * 

;a)(5) — letter to Clients for use by Brokers, Dealers, 
Commercial Banks, Trust Companies and Ocher Nom
inees . • 

;»; (6) — Guidelines for Cercification of Taxpayer Identi
fication N-jmber on Substituce Form W-9." 

(a)(7) — Text of Press Release issued by Parent on Octo
ber 15, 1956.* 

(a!'e) — Form of Summary Advertisement dated Octoler 16, 
1996.* 

!a; ;9) •— Text of Press .Release issued by Parent on Octo
ber 22, 1996.* 

(a) ;10) — Text of Press Release issued by Parent on Ccto-
ber 23, 1996. 

ib)[1) — Commitment Letter, dated October 21, 1996.* 

(c)(1) — Agreement and Plan of Merger, dated LS of Octo
ber 14, 1996, by and among Parenc, Purchaser and 
che Company.* 

(c);2) — Company Stock Opcion Agreemenc, daced as of Cc-
tober 14, 1996, becween Parent and t.̂ e Compary.* 

(c) (3) — Parent Stock Ontion Agreement, dated as of Octo
ber 14, 1996, between Parent and the Company * 

(c)(4) — Form of Voting Trust Agreement.* 

Previously filed. 
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(c)(5) — Complainc in Norfolk Souchern Corporacion, et 
al. V. Conrail '..nc., ec ai., S'o. 96-CV-7167, 
filed on Occober 23, 1956. 

-2-
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EX.HIBiT (a) (10) 

Corporace ConnunicaCions 
P.O. Box C-.12222 

'̂̂WS Ric.nmond, Virginia 23261 

CSX Dismisses Norfolk Souchern's Announcemenc as a 
'Confusing Non-Bid' 

R:CH.MCND, Va., Occ. 23 /PRNEwswire/ — In response Co che 
Norfolk Souchern (NYSE: NSC) (NSC) announce.T.ent of it s .losciie 
tender offer for Co.nrail, CSX (NYSE: CSX) issued the following 
statemenc: 

"Norfolk Souchern's hostile offer comes as no surprise. 
Ic simply does not provide the same long-term value as che 
strategic CSX-Conrail partnership, which offers Ccnrail 
shareholders tax-free equity a.-.d the substantial upside 
potencial that only cones from t.he benefits derived from t.he 
merger of CSX and Conrail. 

"Furthermore, Norfolk Souchern's highly codicional non-
bid would mevicably face serious delay and could not in any 
event be consummated without the approval of the Conrail board. 
Specifically, che provisions of t.he CSX-Conrail merger 
agreement effectively preclude the Conrail board of directors' 
approval of any competing offers prior to mid-April 1997. in 
contrast, t.-.e CSX cash tender offer would close in November 
1996. The certain delays involved in che Norfolk Souchern non-
bid severely and negacively impacc the present value of i t s 
proposal. 'Jsir.g a customary discount race of 2 percent per 
nonch, the Norfolk Southern non-bid i s worch less than S90 per 
Conrail share, far less than Norfolk Southern would .hav* 
Conrail shareholders believ*. 

"Th* fact IS that th* merg*r of CSX and Conrail will 
rafult in service, efficiency and compeciciv* benefics chac 
car.hoc be achieved by a.ny combinacion of che Norfolk Souchern 
a.nd Conrail syscems. 

"3y every measure, t.'-.e CSX-Conrail merger i s superior in 
economic, operacional an . public policy cerms co the Norfolk 
Southern non-bid." 

CSX Corporation, hiadquartered in Richmond, Va., is an 
international cranspor .ation company offer_.ng a variety of 
ra i l , container-shipp. ng, intermodel, trucking, barge and 
contract ] giscics se.'vices. 

CSX's Incernec ado*-.: 1. ''-.ŵ .//www.csx.com. 
CSX press releases available chrough Ccnpany News On-Call 

by fax, 800-758-5804, ext. 219563, or at http:// 
www. pmewswire. com. 

SOURCE CSX Corporation 
-0- 10/23/96 
/CONTACT: Thomas E. Hoppin of CSX, 804-782-1450/ 
(CSX NSC) 
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EXHIBIT (C)(5) 

IN THE UNITED STATES DISTRICT COURT 

rOR T.HE EASTERN DISTRICT Or PENNSYLVANIA 

X 

NORFOLK SCwTHERN CORPORATION, a 
Virginia corperacien. 
Three Com.Tercial Place 
Norfolk, Â 23510-2191, 

New Acquisition Corporacion 
Three Commercial Place 
Ncrfolk. VA 23310-2191, 

and 

Kathryn 3. McQuade 
5114 Hunting H i l l s Drive 
Roanoke, VA 24014, 

P l a i n t i f f s , 

-againsc-

C.A. No. 

Con.'ail Inc., a Pennsylvania 
corporation, 96-CV-7167 
Two Commerce Square 
2001 tiar'Ket Street 
Philadelphia, PA 19101, 

David M. leVan 
24 5 Pi.'".e Streec 
Philadelphia, ?A 19103-7044, 

H. Furlong Ssld-in 
40C0 N. Charles Screet 
Baltimcre. MD 21218-1^56, 

Daniel B. Burke 
Capital Cities/A3C Inc. 
77 w. 66ch Street 
New York, WY 10023-6201, 

(Caption continued on next page) 

IN THE UNITED STATES DISTRICT COURT 
FOR THE EASTERN DISTRICT OF PENNSYLVANIA 

Roger S. Hillas 
Two Commerce Square 
2001 Maricet Street 
?l»iiadelphia, PA 19101, 

Claude S. Bri.iegar 
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1574 Mic;;ael lane 
Pacific Palisades, CA 90272-2026, 

.Kathleen Foley Feldstein 
147 Clifton Street 
Bel.T.ont, 0217S-2603, 

David B. lewis 
17:5 Burns Streec 
Detroit, MI 49214-2848, 

John C. Marous 
IC* White Gate Soad 
Pittsburgh, PA 15239, 

David H. Swan.son 
Countrymark Inc. 
550 N. Meridian. Street 
Indianapolis, IN 46204-3909, 

E. Bradley Jones 
2775 lander Road 
Pepper Pike, OH 44124-4808, 

Rayr.cnd T. Schuler 
Two Comrerce Square 
2001 Maiket Street 
P.hiladelp.hia, PA 19101, 

•nd 

CSX Ccrccracion 
One James Center 
901 East Carey Street 
Richmond, VA 23219, 

Defendants. 

X 

COMPLAINT FCR DECLARATORY AND INJUNCTIVE RELIEr 

Plaintiffs, by their ur.dsrsignad attorneys, as and 

for cheir complaint, allege upon knowledge wich respect to 

themselves and cheir own acts, and upcn i.iformation and 

belief as to a l l other matters, as follows: 

Nature of t.he Action 

1. This action arises from the attempt by 

defendants Conrail, Inc. ("Conrail"), its directors, and CSX 

Corporation ("CSX") to coerce, ff.islead, and fraudulently 

manipulate Conrail's shareholders to swiftly d«liv«r control 
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of Conrail o CSX and to forestall any compecing higher bid 

for Conrail "̂y plaintiff Norfolk Souchern Corporacion 

("NS") . Defendancs' actions are in violation of the federal 

securities laws governing proxy solicitations and tender 

offers. Further, several of defendants' actions are illegal 

and ultro vires under Pennsylvania statutory law. Finally, 

defendants' actions are in plain breach of the defendant 

Conrail directors' fiduciary duties of care and loyalty. 

2. In a surprise move on October 15, 1996, 

defendancs Conrail and CSX announced a deal to rapidly 

transfer controi of Conrail co CSX and foreclose any 

3 

other bids for Conrail (the "CSX Transaccion"). The CSX 

Transaction is co be accomplished chrough a compiicaced 

multi-tier structure involving a coercive fronc-end loaded 

cash tender offer, a lock-up stock option and, following 

requijed regulatory aoprovals or exemptions, a back-end 

merger in which Conrail shareholders will receive stock and, 

under certain circumstances, cash. According to the October 

16, 1996 Wall Street Journal, the blended value of •.•he CSX 

Transaction was S39 per Conrail share. Integral to chis 

deal are executive succession and compensation guarantees 

for Conrail management and board com.position covenants 

effectively ensuring Conrail directors of continued board 

seats. 

3. Because plaintiff NS believes that a business 

comci.iation between Conrail and NS would yield benefits to 

both companies and t.heir ccnstituencies far superior to any 

benefits offered by the proposed Conrail/CSX combination, NS 

is today announcing its intencion to comnence, chrough iws 
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wholly-cwned subsidiary, plainciff NEW ACQUISITION 

CCRPORATION ("NAC"; a cash cender offer (c^e "NS Offer") for 

any and all shares of Ccnrail stock at SlOO per share, to be 

followed by a cash merger at che same price (the "rro.-̂ osed 

Merger," and together with ene NS Offer, the "NS Proposal";. 

4 

4. By this action, plaintiffs NS, NAC, and 

Kathryn B. McQuade, a Conrail shareholder, seek e.mergency 

relief against defe.hdants' illegal attempt to lock-up che 

rapid sale of concrol of Conrail co CSX chrough cheir schema 

cf coercion, decepcie- and fraudulent manipulation. 

Specifically, plaintiffs seek: 

Injunctive relief wich respecc to c'efenda.hts* 
violations of che federal securities laws, includin5 
prelim.inary injunccive relief enjoiiing che special meeting 
of Conrail's shareholders sc.hedulec for November 14, 1996 
and enjoining t.he consumr.ation of CSX's tender offer until 
corrective disclosures are made and adequately disseminated. 

Declaratory and injunctive relief with respecc to 
illegal a.nd ulcra vires aces by Conrail and its directors, 
includi.ig a proposed amendment to Conrail's charter and the 
September 1995 a.mendment of Conrail's Poison Pill Plan to 
include a "Continuing Director" limitation on amend.nent ard 
rece.T.pcion. 

Declaratory and injunccive relief concerning breach of 
che Conrail direccors* fiduciary duties of loyalty and care 
in accempcing to lock uo the sale of control of Conrail to 
CSX. 

In addition, to facilitate the NS Proposal, plsi.ntiffs seek 

certain declaratory relief wich respect to replacement of 

Conrail's Board of Directors at Conrail's nexr annual 

seeti.ig of shareholders. 

5 

Jurisdiction and Venue 

mm 
mm 

mm 
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5. This Court has jurisdiction over chis 

cor.plainc pursuanc co 28 U.S.C. Seccicns 1331 and 1367. 

6. Venue is proper in this Discrict pursua.-.c to 

28 U.S.C. Section 1391. 

The Parties 

7. Plaintiff NS is a Virginia corporation with 

its principal place of business in Norfolk, Virginia. NS is 

a holding company operati.ng ra i l ar*̂  .uotor transportation 

services chrough its subsidiaries. As of December 31, 1995, 

NS* railroads operated more than 14,500 m.iles of road in the 

states of Alabama, Florida, Georgia, Illinois, Indiana, 

Iowa, Kentucky, Louisiana, Maryland, Michigan, Mississippi, 

Missouri, New York, North Carolina, Ohio, Pennsylvania, 

South Caroli.ia, Tennessee, Virginia and West Virginia, and 

t.he Province of Ontario, Canada. The lines of NS' railroads 

reach mosc of che larger induscrial and crading cancers in 

t.he Southeast ana Midwest, with the •xc*pcion of thos* in 

Central and Souchern Florida. In the fiscal year ended 

Decerber 31, 1995, NS had net income of $712.7 million on 

cocal transporcacion operacing revenues of S4.668 bi.lilcn. 

According co che New Yorx Tim.es, NS " i s considered oy .many 

analysts to be th* nation's best-run 

6 

railroad." NS is t.ie beneficial owner of 100 shares of 

common stock of Conrail. 

8. Plaintiff NAC is a Pennsylvania corporation. 

The entire equity interest in NAC is owned by NS NAC was 

organized by NS for the purpose of acquiring the entire 

equity interest in Conrail. 
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9. Plainciff Kathryn B. McQuade is and has been, 

at a l l times relevant to chis action, che owner of Conrail 

ccnmon scock. 

10. Defendant Conrail is a Pennsylvania 

corporation with its principal place of business in 

Philadelphia, Pennsylvania. Co.-.rail is the .major freight 

railroad serving America's Northeast-Midwest region, 

operating over a rail network of approximately 11,000 route 

miles. Conrail's com.ton stock is widely held and trades on 

the New York Stock Exchange. During the year ended December 

31, 1995, Conrail had net income of S264 million on revenues 

of S3.68 billion. On the day prior to announcement of the 

CSX Transacticn, che closing per share price of Conrail 

co.rsnon scock was $71. 

11. Defendant David M. leVan is President, Chief 

Executive Officer, and Chairman of Conrail's Board of 

Directors. Defendants K. Furlong Baldwin, Daniel B. Burke, 

Roger S. Hillas, Claude S. Brinegar, Kathleen 

7 

Foley Feldstein, David B. lewis, John C. Marous, David H. 

Swar.ion, E. Bradley Jones, and Raymond T. Schuler are che 

remaining direccors of Conrail. The foregoing individual 

def«nda.ht direccors of Conrail (coil*ctiv*ly, the "Defendant 

Directors") owe fiduciary duties to Conrail and its 

stockholders, including plaintiffs. 

12. Defendant CSX is a Virginia corporation with 

its principal place of business in Richmond, Virginia. CSX 

is a transportation company providing rail, incerraodal, 

ocaan container-shipping, barging, trucking and contract 

logistic services. CSX's rai l transportation ope:rations 
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serve che soucheastern and .nidwestern United States. 

Factual Ba;.-kground 

The Offer 

13. In response to the surprise October 15 

announcement of the CSX Transaction, on Octooer 23, 1596, NS 

announced its intention to comm.ence a public tender offer 

for any and ail shares of Conrail common stock at a price of 

SlOO in cash per share. NS further announced that ic 

intends, as soon as practicable following the closing of the 

Offer, to acquire the entire equity interest in Conrail by 

causing i t to merge with NAC in che Proposed Merger. In the 

Proposed Merger, Conrail 

I 

common stock not tendered and accepted in the Offer would be 

converced inco che rig.hc co receive SlOO in cash per share. 

The Offer and che Proposed Merge' represenc a 4 0.8% premium 

over che closing markec price of Conrail scock on October 

14, 1996, the day prior to an.houncement of the CSX 

Transaccion. 

14. In a ieccer co be delivered on Occober 23, 

1556 CO che Defendanc Direccors, NS scaces chac ic is 

flexible as co a l l aspeccs of che NS proposal » i expresses 

its eagerness to negotiate a friendly merger with Conrail. 

The leccer indicaces, in particular, thac while che NS 

Proposal is a proposal co acquire the entire equity interest 

in Conrail for cash, NS is willing to discuss, if che 

Conrail board so desires, including a si:bscantial equity 

ccmponenc to the consideration to be paid in a negotiated 
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transaction so tnat current Conrail sharenolders could have 

a continuing interest in the corr.bined NS/Conrail enterprise. 

The Current Crisis: In A Surprise Move 
Intended To Foreclose Competing Bids, 
Conrail and CSX Annou.-.ce On October 15 
That Conrail Has Essentially Granted 
CSX A lock-up Over Concrol Of The Cem.pany, And 
Conrail Schedules A Special Meeting Of Its 
Shareholders On Short Notice To Approve A 
Discri.-ainatory Charter Amendmenc Designed To 
Facilitate Completion Of The Lock-Up Deal 

9 

15. After many months of maintaining that Conrail 

was not for sale, on October 16, 1996 the Conrail Board 

a.nnounced an abrupt about face: Conrail would be sold to 

CSX in a multiple-step transaction designed to swiftly 

transfer effective, if not absolute, voting control over 

Conraii to a voting trustee who would be contractually 

required to vote to approve CSX's acqui;ition of the entire 

equity interest in Conrail through a follow-up stock m.erger. 

16. Indeed, i f the relief requested herein is not 

granted, the face of Ccnrail could be effeccively determined 

on November 14, 1996, just 23 business days after 

annourcem.ent of che CSX transaction. Thac is when Conrail 

shareholders will be called upon to vote on a proposed 

a.mc.hdaent to Conrail's certificate of incorporation designed 

to facilitate th* swift transfer of control in favor of CSX, 

and only CSX. If they approve the Charter Amendment, and 

then, in the misinformed belief that the NS Proposal does 

not present a viable and superior alternative, tender 40% of 

Conrail's stock to CSX, Conrail's shareholders will have 

been coerced by defendants' fraudulent and manipulative 

tactics to sell Conrail to :he low bidder. 
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10 

Defendants Were VJell Aware That 
A Superior Ccnpeting Acquisition 
Proposal By NS was Inevitable 

17. For a nu.nber of years, certain mer±>ers of 

senior management of NS, including David R. Goode, Chairman 

and Chief Executive Officer of Norfolk Southern, have spoken 

numerous times wich senior management of Ccnrail, including 

former Conrail Chairman and CEO, James A. Hagen and current 

Conrail Chairman and CEO, defendai.c David w. leVan 

concerning a possible business combination between NS and 

Conrail. Ultimately, Conrail management encouraged such 

discussions prior to Mr. Hagen's retir*.ment as Chief 

Executive Officer of Conrail. Conrail discontinueu sucn 

discussions in September 1594, when the Conrail Board 

elected Mr. leVan as Conrail's President and Chief Operating 

Officer as a step toward ultimately installing him as Chief 

Executive Officer and Chairman upon Mr. Hagen's departure. 

18. Prior to 1994, senior management of NS and 

Conrail discussed, frcm time to time, opportunities for 

business cooperation between the companies, and, in some of 

those discussions, t.he general concept of a business 

combination. While the companies determ-"ed tc proceed with 

certain business cooperation opportunities, including che 

Triple Crown Services joint venture, no 

11 

decisions were reached concerning a business combination at 

that time. 

19. In March of 1994, Mr. Hagen approached Mr. 

Goode to suggest that under the current regulatory 
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environment, Conrail management now believed thac a business 

co!!±iination 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 coimscl for NS and Conrail for the purpose of 

discussing regulatory issues. Following that meeting, Mr. 

Goode met with Mr. Hagen to discuss in general terms an 

acquisition of Conrail by NS. Thereafter, during the period 

from ; ^ r i l through August 1994, management and senior 

financial advisors oi the respective com.panies met on 

nuaieraus oceasi''/ns to negotiate the tenns of a combination 

of Conrail an-i NS. The parties entered into a 

confiSenti.-»lity agreement on August 17, 1994. During these 

discussions, Mr. Hagen and other representatives of Conrail 

pressed for a premium price to reflect the acquisition of 

control over Conrail by NS. Initially, NS pressed instead 

for a stock-for-stock merger of equals in which no control 

premium would be paid to Conrail shareholders. Conrail 

management insisced un a control premiu-m, however, and 

ultimately 

12 

the negotiations turned toward a premium stqck-for-stock 

acquisition of Conrail. 

20- By early September 1994, the negotiations 

were in an advanced stage. NS had proposed an exchange 

ratio of 1-to-l, but Conrail management was s t i l l pressing 

for a higher premium. In a meeting in Philadelphia on 

September 23, 1994, Mr. Goode increased the proposed 

exchange ratio to l.l-to-1, and left the door open to an 
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even .-.igher racio. Mr. Hagen chen told Mr. Goode chat they 

could not reach agree.T.enc because che Conrail board had 

determined to remain independent and to pursue a stand alone 

policy. The meeting chen concluded. 

21. The 1.1 CO 1 exchange ratio proposed by Mr. 

Goode in Sepcember of 1994 reflecced a subscancial premium 

over the ff.arket price of Conrail stock at that time. If one 

applies that ratio to NS's stock price on October 14, 1596 

— the day the Conrail Board approved the CSX Transaccion — 

ic implies a per share acq.isicion price for Conrail of over 

SlOl. Thus, there can be no question that Mr. leVan, if not 

Conrail's Board, was well aware that NS would l.\kely be 

willing and able to offer m.ore — to Conrail's shareholders, 

rather than management, chat is — than CSX could offer for 

an acquisition of Conrail. 

13 

Defe.ndant leVan Actively Misleads NS 
Manage.Tient In Order To Permit Him To 
lock Up The Sale of Conrail to CSX 

22. During the period following September of 

1994, Mr. Goode from tim̂ e to time had conversations with Mr. 

leVan. During virtually a l l cf these conversations, Mr. 

Goode expressed NS's strong interest in negotiating an 

acq\iisition of Conrail. Mr. LeVan responded that Ccnrail 

wished to remain independent. Nonetheless, Mr. Goode was 

led to believe that i f and when the Conrail Board determined 

to pursue a sale of the company, i t would do so through a 

process in which NS would have an opportunity to bid. 

23. At its September 24, 1996 meeting, the NS 

Board reviewed its strategic alternatives and determined 
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thac NS should press for an acquisicion of Conrail. 

Accordingly, .Mr. Gocia again concacted '̂.r. leVan to (i) 

reiterate NS's strong interest in acquiring Conrail and (ii) 

request a Tieeting at which he could present a concrete 

proposal. Mr. leVan responded that the Conrail board would 

be holding a strategic planning meetinj chac mo. "h and chac 

he and Mr. Goode would be back in concacc afcer chac 

meeting. Mr. Goode em.phasi2ed that he wished to com.tiunicate 

NS's position so that Conrail's Board would be aware of it 

during the strategic planning 

14 

meeting. Mr. leVan stated that ic was unnecessary for Mr. 

Goode to do so. At chat poi.nt, the conversation concluded. 

24. Following September 24, Mr. leVan did not 

contact Mr. Goode. Fir;ally, on Friday, Occober 4, 1996, Mr. 

Goode telephoned Mr. leVan. Mr. Goode again reiteraced NS's 

scrong interest in making a proposal to acquire Conrail. 

Mr. leVan responded that the Conrail Board would be meeting 

cn October 16, 1956, and assumed that he and Mr. Hagen would 

contact Mr. Goode following that meeting. Mr. Goode again 

stated chac NS wanced to make a proposal so chac che Conrail 

Board would be aware of i t . Mr. leVan staced chac it was 

unnecessary to do so. 

Cn che Day Before Che Purporfidly 
Scheduled Meeci.ng of Conrai-'J Board, 
Defendancs Announce che CSX Transaccion 

25. To NS's surprise and dismay, on Occober 15, 

1956, Ccnrail and CSX announced chac they had encered inco a 

defi.hitive merger agreement (the "CSX Merger Agreement") 

pursuant to which control of Conrail would be swiftly sold 
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to CSX a.nd chen a merger would be consummaced following 

required regulatory approvals (the "CSX Transaction'). The 

Wall Street Journal reported on October 16, 1596 that the 

CSX Transaction, in which 

15 

Conrail s.>iareholders would receive casn and stock 

consideration, was valued at $89 per Conrail share. The CSX 

Transaction includes a break-up fee of S300 million and a 

lock-up scock option agree.ment threatening substantial 

dilution to any rival bidder for control of Conrail. 

I.htegral to the CSX Transaction are covenants substantially 

increasing Mr. leVan's compensation and guaranteeing that he 

will succeed John W. Snow, CSX's Chairman and Chief 

Executive Officer, as the combined company's CEO and 

Chairman. 

CSX's Snow Lmplies T.hat the CSX Transaction 
Is a Fait Accompli and States That Conrail's 
Directors Have Almosc No Fiduciary Ducies 

16. On Occober 16, 1996, Mr. Goode mec in 

Washingcon, D.C. wich Mr. Snow co discuss che CSX 

Transaccion and cercain regulacory issues chat its 

consummation would raise. Mr. Snow advised Mr. Goode during 

that meeting that Conrail's counsel and investment bankers 

had ensured that the CSX Transaction would be "bulletproof," 

implying that the sale of control of Conrail to CSX is now a 

fait accompli. Mr. Snow added that the "Pennsylvania 

statute," referring to Pennsylvania's Business Corporacion 

law, was "great," and that Conrail's directors have almost 

no fiduciary duties. Mr. Snow's comments were intended to 

discourage NS from 
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.Taking a competing offer for control of Co.-.rai:- and to 

suggest that NS had no choice tout to negotiate with CSX for 

access co such pcrtions of Conrail's rail system ss would be 

necessary to address the regulatory concerns chat vould be 

raised by consummation of the CSX Transaction. After Mr. 

Snov told Mr. Goode what CSX was willing co offer to NS in 

this regard, the meeting concluded. 

NS Responds With a 
Superior Offer for Conrail 

27. On October 22, the NS Board met to review its 

strategic options in light of announcement of the CSX 

Tra.nsaction. Because the NS Board believes that a 

ccTbinacicn of NS a.hd Conrail would offer compelli.-ig 

benefits to both companies, their shareholders, and their 

other constituencies, i t determi::ed that NS should make a 

competing bid for Conrail. Cn Ô rtober 23, 1996, the date of 

this Complaint, NS is publicly amouncing its intencion to 

conr.ence a cash tender offer for any and a l l shares of 

Conrail stock for $100 per share, co be followed, after 

required regula--5ry approvals, by a cash merger at the same 

price. 

17 

The CSX Transaction 

Rapid Transfer of Control 

28. The CSX transactior. i s structured to include 

(i) a first step cash te.ider offer for up to 19.9% of 

Conrail's stock, (ii) ar amendment to Conrail's charter to 

opt out of coverage under Subchapter 25E of Pennsylvania's 
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Busi.ness Corporation law ;che "Ch: .er Amendment"), which 

requires any person acquiring concrol over 20% or more of 

che corporation's vcting power co acquire a i l other shares 

of Che corporacion for a "fair price," as defined in .he 

statute, in cash, ( i i i ) following such amendment, an 

acquisition of additional shares which, in combination with 

ocher shares already acquired, would constituce ac least 40% 

and up to approximately 50% of Conrail's stock, and (iv) 

following required regulatory approvals, consummation of a 

follow-up stock-for-stock merger. 

29. Thus, once che Charcer Ame.ndmenc is approved, 

CSX will be in a posicion to acquire either effective or 

absoluce control over Conrail. Conrail admits that the CSX 

Transaction concemplaces a sale of concrol of Conrail. In 

ies preliminary proxy macerials filed wich che SEC, Conrail 

scaced chac i f CSX acqu:.res 40% of Conrail's stock, approval 

of che merger will be 

IS 

"virtually certain." CSX could do so either by increasing 

the number of shares i t will purchase by tender offer, or, 

if tenders are insufficient, by accepting a l l tendered 

shares and exercising the Stock Opcion. CSX could obtain 

"approximately 50 percent" of Conrail's shares by purchasing 

40% pursuant to te.nder ottr.c and by exercising the Stock 

Option, in which event shareholder approval of th* CSX 

Merger will be, according co Conrail's preliminary proxy 

statement, "certain." 

30. The swiftness with which the CSX Transaction 

is designed co transfer control over Conrail to CSX can only 

be vi«w*d as an attempt to lock up the CSX Transaction and 
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benefits i t provides to Conrail management, despite t.he fact 

t.-.ac a better deal, financially and otherwise, is available 

for Conrail, its shareholders, and its ocher legicimace 

conscicuc.ncies. 

The Charcer A.mendrenc 

31. Conrail's Preliminary Proxy Materials for che 

Ncverber 14, 1996 Special Meecmg set forth the resolution 

CO be voted upon by Conrail's shareholders as follows: 

An amendment (the "Amendment") of the Articles of 
Incorporation of Conrail is hereby approved and 
adopted, by which, upon the effectiveness of such 
amendment Article Ten thereof will bf. amended and 
restated in its encirecy as 

1» 

follows: Subchapcer E, Subchapcer G and 
.'Subchapcer H of Chapcer 25 of the Pennsylvania 
iJusmess Corporacion law of 1988, as am.ended, 
jshall noc be applicable to t.he Corporation; and 
;further, t.hat the Board of Direccors of Conrail, 
:.n ies discration, shall be authorized to direct 
certain executive officers of Conrail to file or 
i.oc CO file the Articles of Amendment to Conrail's 
Articles of Incorporation reflecting such 
Amend-Tient or to terminate the Articles of 
Amend.T.enc prior co cheir effeccive dace, i f che 
Board cecermi.ies such action to be m the best 
interests of Conrail. 

22. Further, the preliminary proxy materials 

state t.hat 

Pursuant to t.he .Merger Agreement and in order to 
facilitate che transactions contemplated thereby, 
i f the [Charter Amendment] is approved, Conrail 
vou.'.d be required to file thf. Amendment with th* 
Pcnnsyl-/ania Department of Srate so as to permit 
the acquisition by CSX u£ \n excess of 20% of the 
shares, such filing to be made and effective 
immediately pricr co such acquisition. If CSX is 
not m a position to make such acquisition 
(because, for example, shares have net been 
tendered to CSX, Conrail is not required to make 
such filing, (although approval of the [Charter 
Am.endment] will authorize Conrail to do so) and 
Conrail does not currently intend tc make such 
filing unless ic is required under che Merger 
Agreement co permit CSX to acquire in excess of 
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20% of the Shares. 

33. T.hus, if Conrail shareholders fail to cender 

sufficient shares to CSX to permit CSX to acquire in excess 

of 20% of the shares, for example, because they wish to 

instead accept the superior NS Propossl, the Defendant 

Directors are actually asking Conrail 

20 

shareholders to grant them the authority to discrimi.hatorily 

withhold the filing of the Charter Amendment, and thereby 

attempt to prevent consummation of th* NS Proposal. 

LeVan's Deal 

34. As an integral part of the CSX Transaction, 

CSX, Conrail, and defendant LeVan have entered into an 

eff.ployment agreement dated as of October 14, 1996 (the 

"leVan Employment Agreement"), covering a period of fi/e-

years from the effective date of any merger between CSX and 

Conraii. The LeVan Enployment Agree-itent provides chac Mr. 

leVan will serve as Chie* Operacing Officer and Presidenc of 

che co.Tibined CSX/Conrail company, and as Chief Executive 

Office and Preil'lent of the railroad businesses of Conrail 

and CSX, for two yars from che effeccive dace of a merger 

becween CSX and '-onrail (the "First E.nployment Segment"). 

Addicionally, Mr. LeVan will serve as Chief Execucive 

Officer of che combined CSX/Conrail company for a period nf 

two years beginning immediately afcer the First Em.ploymert. 

Segment (the "Second Employment Segment"). During the 

period commencing immediately after the Second Employment 

Segment, or, i f earlier, upon th* termination of Mr. Snow's 

status as Chairman of che Board (the "Third 

187 



21 

Employment Segae.nt"), Mr. leVan will additionally serve as 

Chairman of the Board of the combined CSX/Conrail ccTipany. 

35. Defendant leVan received a base salary from 

Conrail cf 5514,519 and a bonus of $24,759 during 1995. The 

leVan Employment Agreement ensures s.:bstantially snhanced 

conpensation for defendant leVan.. It provides that during 

che Firsc Employment Segmenc, Mr. LeVan shall receive annual 

base compensation at lease ecfual co 90% of the amount 

received by t.he Chief Executive Officer of CSX, but not less 

than S810,CCC, together with bonus and ot.her incentive 

compe.nsacion ac lease equal co 90% of che amounc received by 

che Chief Execut;". Officer of CSX. During 1995, Mr. Snow 

received a bas« salary of $895,698 and a bonus having a cash 

value of 51,667,500. Thus, i f Mr. Snow's salary and bonus 

were to equal Mr. Snow's 1995 salary and bonus, the LeVan 

Employment Agreement vcjld provide LeVan with a salary of 

S8i0,000 and a bonus of $1,518,750 in the First Employment 

Period. During che Second and Third Employment Segments, 

.Mr. leVan will receive compensation in an amount no less 

t.han that received by the Chief Executive Officer during the 

First Employme.nt Segment, but not less than $900,000. 

22 

36. If CSX terminates Mr. LeVan's employment for 

a reason other than cause or disability or Mr. LeVrn 

terminates employment for good reason (as those terms are 

defined in the LeVan Employment Agreement), Mr. LeVan will 

be entitled to sign:.ficant lump sum cash payments based on 

his compensation during the five year terra of the employment 
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agreement, continued employee welfare benefits for the 

longer of three years or che nu.TjDer of years remaining in 

the employment agreement; and t.h* immediate vesting of 

outstanding stock-based awards. 

T.he S300 Million Break-Up Fee 

37. The CSX Merger Agreement provides for a S300 

nillion break-up fee. This fee would be triggered i f the 

CSX Merger Agreement were terminated following a competing 

takeover proposal. 

38. This breakup fe* is disproportionally large, 

constituting over 3.5% of che aggregate value of the CSX 

Transaccion. The breakup fee unreasonably t i l t s the pl.iying 

field in favor of the CSX Transaction — a transaction that 

the defendant directors knew, or reasonably should have 

known, at the time they approved the CSX Transaccion, 

provided less value and other benefits to Conrail and it» 

constituencies than would a transaction with NS. 

23 

The Lock-Up Stock Option 

39. Concurrently with the Merger Agreemenc, 

Co.hrail and CSX encered inco an option agreemenc (che "Scock 

Opcion Agr^-iinent") pursuant to which Conrail granted to CSX 

an option, exercisable in certain events, to purchase 

15,955,477 Shares of Conrail common stock at an exercise 

price of $92.50 per share, subject to adjustment. 

40. I f , during the time that the option under the 

Stock Option Agreement is exercisable, Conrail enters into 

an agreemenc pursuanc eo which a l l of its outstanding common 
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shares are eo be purchased for or converted i.nto, in w.hole 

or in pare, cash, in exchange for cancellacicn of the 

Opcion, CSX shall receive an amounc m cash equal co che 

difference (if positive) between the closing markec price 

per Conrail Common Share on che day immediacely prior co che 

consummacion of such cransaccion and the purchase price. In 

the event (i) Conrail encers inco an agreemenc to 

consolidate with, merge into, or sell substantially a l l of 

its assets to anv oerson, other than CSX or a direct or 

indirect subsidiary thereof, and Conrail is not che 

surviving corporation, or (ii) Conrail allows any person, 

ot.her than CSX or a direct or indirect subsidiary thereof, 

to 
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merge into or consolidate with Conrail in a series of 

transactions in which che Conrail Common Shares or other 

securities of Conrail represent less Chan 50% of e.ne 

oucscanding vocing securities of the merged corporation, 

t.hen che option will be adjusted, exchanged, or converted 

into opcions wich identical terms as those described in the 

Stock Cpcion Agree-menc, appropriately adjusted for such 

cransaccion. 

41. CSX and Crnrail also ene<«red inco a similar 

opcion agreemenc, pursuant to which CSX granted to Conrail 

an opcion, exercisable only in cezt.ain evencs. to purchase 

4 3,090,773 shares of CSX Comnon Scock at an exercise price 

cf $64.82 per share. 

42. The exercise price of the option under th« 

Stock Option Agree-ment i s $92.50 per share. The Stock 

Option Agreemenc contemplates that 15,955,477 authorized but 

190 



unissued Conrail shares would be issued upon its exercise. 

Thus, for each dollar above S92.50 that is offered by a 

competing bidder for Conrail, such as NS, the competing 

acquiror would suffer $15,555,477 in dilution. Moreover, 

there i s no cap to t.he potential dilution. At NS's offer of 

5100 per share, the dilution attributable to che Scock 

c-pcion would be $119,666,077.50. At a hypothetical offering 

price of 

29 

5101 per s.hare, che dilution would total $135,621,554.50. 

This lock-up structure serves no legitirate corporate 

purpose, as i t imposes increasingly severe dilution 

penalties th* higher the compecing bid! 

43. AC the current SlOO per share level of NS's 

bid, che sua of che $300 million break-up fee and Scock 

Opcion dilucion of $119,666,077.50 conscicuces nearly 5.2% 

of Che CSX Transaction's S8.1 billion value. This is an 

unreasonable impediment to NS's offer. .Moreover, because 

these provisions were not necessary eo induce an offer chae 

is in Conrail's best interests, but rather were adopted to 

lock up a deal providing Conrail's .-nanagement wich personal 

benefits while selling Ccnrail to the low bidder, cheir 

adoption constituted a plain breach of the defendant 

directors' fiduciary duty ot loyalty. 

Selective Discriminatory 
Treatment of Competing Bids 

44. Finally, the Conrail board has breached its 

fiduciary duties by selectively (i) rendtcing Conrail's 

poison p i l l rights plan inapplicable to t.he CSX Transaction, 

(ii) -Kprovins the CSX Transaction and thus exempting i t 
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from tne 5-year merger moratorium under Pennsylvania's 

Business Combination Seatute, and ( i i i ) , 

26 

as noted above, purporting to approve the Charter Amendment 

in favor of CSX only. 

45. While Pennsylvania law does not require 

direccors to amend or redeem poison p i l l rights or to cake 

action rendering anci-cakeover provisions inapplicable, ch* 

law is silent wich respect to che duties of direccors once 

they have detemi.ned to do so. Once directors have 

determined tc '"nder poison p i l l rights and anti-cakeover 

seaeuees inapplicable to a change cf concrol cransaccion, 

their fundamental fiduciary duties of care and loyalty 

require them to take such actions fairly and equieably, in 

good faith, after due invescigacion and dcliberacion, and 

only for the purpose cf foscering the besc interests of the 

corporacion, and noc to protect selfish personal interests 

of management. 

46. Thus, Conrail's directors are required to ace 

evenhandedly, redeeming the poison p i l l rights and rendering 

anti-takeover statutes inapplicable only to permit the best 

competing control transaction to prevail. Directors cannot 

take such selective and discriminacory defensive action to 

favor corporate executives' personal interests over those of 

the corporation, its shareholders, and other legiti.mace 

conscicuencies. 
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Defendants' Campaign Of Misinformation 
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