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Oct,ober 21, 1.̂ 97 

Vernon A. Williams 
Secretary 
Surface Transportation Board \ 
1925 K Street, NW 
Washington, D.C. 20423-0001 

RE: Finance Docket No. 33388, CSX CORPORATION AND CSX 
TRANSPORTATION, INC., NORFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY -- CONTROL AND 
OPERATING LEASES/AGREEMENTS CONRAIL INC. AND 
CONSOLIDATED R.a.IL CORPORATION 

WYANDOT-2: Notice of Appearance of Robert A. 
Wimbish f o r Wyandot Dolomite, Inc. 

Dear Secretary Williams: 

Pursuant to the Board's i n s t r u c t i o n s set f o r t h i n 
Decision No. 21 of the above-captioned proceeding, I am w r i t i n g 
on behalf of Wyandol Dolomite, Inc, ("Wyandot"), to inform you 
that the undeisigned should be added to the service l i s t m t h i s 
proceeding as counsel f o r Wyandot. I am f i l i n g t h i s notice of 
appearance at t h i s l a t e date because Wyandot j u s t retained our 
fi r m to represent i t i n t h i s matter. Accordingly, a l l Board 
decisions and a l l f i l i n g s from a l l p a r t i e s of record i n t h i s 
proceeding should be submitted to the undersigned as addressed 
below-

Robert A. Wimbish . 
REA, CROSS & AUCHINCLOSS I 
Suite 420 ' OC* 2 I IVV/ 
1920 "N" Street ^ 
Washington, D.C. 20036 
(202) 7 8 5 - 3 7 0 0 " 

• 'ubic Rft ix id 

Counsel f o r Wyandot Dolomite, Inc. 

In keeping wi t h the nature of t h i s request, I hereby 
c e r t i f y that 1 have submitted a copy of t h i s l e t t e r t o the 
Primary Applicants ALJ Jacob Leventhal, and to a l l p a r t i e s of 



Vernon A. Williams 
October 21, 1997 
Page Two 

record via U.S. mail, f i r s t class postage prepaid, or more 
expeditious d e l i v e r y . 

Thank you f o r your a t t e n t i o n . 

Sincerely, 

Robert A. Wimbish 

REA, CROSS & AUCHINCLOSS 
1920 "N" Street, N.W. 
Suite 420 
Washington, D.C. 20036 
(202) 7885-3700 

Counsel f o r Wyandot Dolomite, Inc 

CC: A l l p a r t i e s of record 
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October 21, 1997 

Vernon A. W i l l i a m s 
Secretary 
Surface T r a n s p o r t a t i o n Board 
1925 K S t r e e t , NW 
WashingLoii, D.C. 20423-0001 

RE: Finance Docket No. 33388, CSX CORPORATION AND CSX 
TRANSPORTATION, INC., NORFOLK SOUTHERN CORPORATION AND 
MORFOLK SOUTHERN RAILWAY COMPANY -- CONTROL AND 
OPERATING LEASES/AGREEMENTS CONRAIL INC. AND 
CONSOLIDATED RAIL CORPOR/iTION 

WYANDOT-2 : N o t i c e of Appearance of Robej.i. A. 
Wimbish f o r Wyandot Dolomite, Inc. 

Dear Secretary W i l l i a m s : 

Pursuant t o the Board's i n s t r u c t i o n s set f o r t h i n 
D e c i s i o n No. 21 of tfie above-captioned proceeding, I am w r i t i n g 
on b e h a l f of Wyandou Dolomite, Inc. ("Wyandot"), t o i n f o r m you 
t h a t the undersigned should be added t o the s e r v i c e l i s t i n t h i s 
proceeding as counsel f o r Wyandot. I am f i l i n r ; t h i s n o t i c e of 
appearance at t h i s l a t e date because Wyandot j u s t r e t a i n e d our 
f i r m t o represent i t i n t h i s matter. A c c o r d i n g l y , a l l Board 
d e c i s i o n s and a l l f i l i n g s from a l l p a r t i e s of r e c o r d i n t h i s 
proceeding s l i o u l d be submitted t o the undersigned as addressed 
below: 

Robert A. Wimbish 
REA, CROSS & AUCHINCLOSS 
S u i t e 420 
1920 "N" S t r e e t 
Washington, D.C. 20036 
(202) 785-3700 

Counsel f o r Wyandot Dolomite, I n c . POOI«.:H«U^ 

I n keeping w i t h the nature of t h i s request, I hereby 
c e r t i f y t h a t I have submitted a copy of t h i s l e t t e r t o the 
Primary A p p l i c a n t s , ALJ Jacob Leventhal, and t o a l l p a r t i e s of 



Vernon A. Williams 
October 21, 1997 
Page Two 

record via U.S. mail, f i r s t class postage prepaid, or more 
expeditious d e l i v e r y . 

Thank you f o r your a t t e n t i o n . 

Sincerely, 

Robert A. Wimbish 

REA, CROSS & AUCHINCLOSS 
1920 "N" Street, N.W. 
Suite 420 
Washington, D.C. 20036 
(202) 7885-3700 

Counsel f o r Wyandot Dolomite, Inc 

cc: A l l p a r t i e s of record 
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CSX CORPORATION AND CSX TRANSPORTATION, INC., 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

CSX CORPORATION AND CSX TRANSPORTATION, INC., 
NCRFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

-- CONTROL AND OPERATING LEASES/AGREEMENTS --
CONRAIL INC. AND CONSOLIDATEu RAIL CORPORATION 

WYANDOT-3 

COMMENTS AND REQUEST FOR PROTECTIVE CONDITIONS 
OF WYANDOT DOLOMITE, INC. 

I . INTRODUCTI. J 

In a Decision served July 23, 1997, the Surface 

Transportation Board accepted f o r consideration the primary 

a p p l i c a t i o n (hereinafter, the "Application") c.nd r e l a t e d f i l i n g s 

submitted by Applicants CSX Corporation ("CSXC"), CSX 

Transpcrtation, Inc. ("CSXT")', Norfolk Southern Corporation 

("NSC"), Norfolk Southern Railway Company ("NSR")', Conrail Inc. 

("CRR"), and Consolidated Rail Corporation ("CRC")" f o r Board 

' CSXC and CSXT, c o l l e c t i v e l y , w i l l be re f e r r e d to 
her e i n a f t e r as "CSX." 

NSC and NSR, c o l l e c t i v e l y , w i l l be re f e r r e d t c 
her e i n a f t e r as "NS." 

^ CRR and CRC, c o l l e c t i v e l y , w i l l be re f e r r e d to 
her e i n a f t e r as "CR." 

* Hereinafter, CSX, CSXT, NSC, NS, CRR, and CR 
c o l l e c t i v e l y and severally w i l l be re f e r r e d to as "Applicants." 



approval and authorization under 49 U.S.C. §§11321-25 f o r , as i s 

relevant here -- (1) the a c q u i s i t i o n by CSX and NS of c o n t r o l of 

CR; and (2) the d i v i s i o n of assets owned by CR by and between CSX 

and NS.'' 

In i t s July 23rd Decision, the Board confirmed the 

procedural schedule previously prescribed f o r t h i s proceeding. 

As pertinent here, the Board has required that a l l p a r t i e s 

wishing to o f f e r comments, protest", and requests f o r p r o t e c t i v e 

conditions, and any other opposition evidence and argument must 

make such f i l i n g ( s ) by October 21, 1997. In keeping w i t h the 

Board's procedural schedule, Wyandot Dolomite, Inc. ("Wyandot") 

hereby submits i t s comments and requests f o r p r o t e c t i v e 

conditions i n response to Applicants' proposed Transaction.^ 

The Applicants tout t h i s Transaction as b e n e f i c i a l 

because i t w i l l extend to many shippers expanded s i n g l e - c a r r i e r 

service options where today two class 1 l i n e - h a u l r a i l c a r r i e r s 

must transport f r e i g h t from o r i g i n to d e s t i n a t i o n . Expanded 

single l i n e service i s undoubtedly of benefit where i t becomes 

ava i l a b l e . However, Applicants have thus f a r t a i l e d to address 

the other side of t f i i s coin. S p e c i f i c a l l y , because the 

Transaction w i l l divide CR's system, there are CR l i n e s and 

routes that w i l l be " s p l i t , " w i t h portions destined to CSX and 

Hereinafter, the series of transactions proposed i n 
Applicants' primary a p p l i c a t i o n and related supplements s h a l l be 
r e f e r r e d to as the "Transaction." 

* .Simultaneous w i t h t h i s f i l i n g , Wyandot i s submitting as 
"Wyandot-2" a Notice of Appearance of Robert A. Wimbish. 



others to NS. For many shippers who depend upon and receive the 

benefits of s i n g l e - c a r r i e r service by CR. the Transaction w i l l 

r e s u l t i n less e f f i c i e n t and less c o s t - e f f e c t i v e two c a r r i e r 

( i . e . , CSX and NS) Liervice. Such an adverse consequence of the 

Transaction awaits Wyandot, unless e i t h e r the Appiicants or the 

Board step i n to correct t h i s problem. Thus t a r . Applicants h.nve 

f a i l e d even to address the harms Wyandot w i l l experience, and i t 

i s f o r t h i s reason that Wyandot f i l e s with the Board t h i s request 

f o r p r o t e c t i v e conditions. 

Not only i s Wyandot concerned about the p o t e n t i a l loss 

of s i n g le c a r r i e r service f o r some of i t s t r a f f i c , but i t i s also 

gravely concerned about the future of Ohio's largest regional 

c a r r i e r and Wyandot's largest r a i l t r a n s p o r t a t i o n partner the 

Wheeling & Lake Erie Railway Company ("W&LE"). Unless the 

Applicants can provide new markets to W&LE, or unless the Board 

prescribes s u i t a b l e conditions to assure the futu r e v i a b i l i t y of 

the W&LE, Wyandot recognizes that the proposed Transaction w i l l 

oe adverse to i t s i n t e r e s t s and to the i n t e r e s t s of many other 

Ohio-based shippers. Thus, as a component of t h i s f i l i n g , 

Wyandot requests appropriate r e l i e f f o r W&LE. 

I I . BACKGROUND 

Wyandot i s a r a i l - o r i e n t e d shipper that ships aggregate 

and limestone from i t s quarry and processing s i t e at Carey, Ohio. 

At Carey, Wyandot produces annually approximately 2 m i l l i o n tons 

of limestone aggregates f o r s t e e l , construction, and b a l l a s t 



customers. Over 65% of t h i s product i s transported by r a i l , w i t h 

the majority of that t r a f f i c handled by W&LE.' Today, Wyandot 

enjoys access to three r a i l c a r r i e r s -- CSX, CR (via trackage 

r i g h t s over CSX from Upper Sandusky to Carey), and W&LE. See, 

map attached as Exhibit B. 

Although W&LE handles the m a j o r i t y of Wyandot's r a i l -

borne product, CR plays a very important r o l e i n handling Wyandot 

carloads from Carey to East Ohio Stone, Co., i n A l l i a n c e , OH (a 

t o t a l r a i l distance of approximately 125 mil e s ) . The Carey to 

Alli a n c e t r a f f i c amounts to approxiri.ately 150,000 to 225,000 tons 

annually, which represents between 15% to 20% of Wyandot's stone 

sales. See, Wolfe V.S. at 1. For t h i s t r a f f i c , CR i s the only 

c a r r i e r able to provide Wyandot with d i r e c t service to Alliance, 

and t h i s i s a c r i t i c a l f a c t o r i n both the p r i c i n g and level of 

service Wyandot r e c e i v e s . I f the A p p l i c a t i o n i s approved 

without suitable conditions t o address Wyandot's concerns, no one 

c a r r i e r w i l l be able to provide d i r e c t service from Carey to 

Alli a n c e . As the map attached as Exhibit C shows, the relevant 

CR route w i l l be " s p l i t " between CSX and NS. 

Neither CSX nor NS has endeavored to make any 

accommodation to Wyandot concerning the Carey to Alliance 

See, V e r i f i e d Statement of Timothy A. Wolfe on Behalf 
of Wyandot Dolomite. Inc.. pages 1 and 3, attached hereto as 
Exhibit A. This document w i l l h ereinafter be r e f e r r e d to as the 
"Wolfe V.S." 

* Presently, Wyandot calculates that CR's current charge 
fo r handling Carey to A l l i a n c e t r a f f i c i s about $4.00 per ton. 
See, Wolfe V.S. at 1. 



t r a f f i c , and i t would be accurate to state that Wyandot's 

concerns as presented to both of these c a r r i e r s have been met 

w i t h resounding i n d i f f e r e n c e . Neither NS nor CSX has offered any 

assurance th a t i t w i l l preserve the p r i c i n g and service levels 

c u r r e n t l y provided to Wyandot by CR f o r the Carey to Alli a n c e 

t r a f f i c . Without such assurances from NS and CSX -- and more 

importantly, a commitment f o r one or the other to provide single 

c a r r i e r service f o r t h i s t r a f f i c -- Wyandot must conclude that, 

wit 1 two class 1 shippers i n the move, Carey t o Alliance p r i c i n g 

w i l l be increased and service w i l l decline post-Transaction. I f 

these l i k e l y consequences of the Transaction take place, Wyandot 

i s almost c e r t a i n to lose East Ohio Stone's business, and, wi t h 

i t , Wyandot w i l l be forced to eliminate from 5 to 10 of i t s 

employees. 

I I I . SUMMARY OF PROTECTIVE CONDITION RELIEF 

Applicants cannot have i t both ways. They cannot 

preach the gospel of heightened e f f i c i e n c y and cost savings from 

expanded single l i n e service on the one hand and then turn t h e i r 

backs e n t i r e l y on "problematic" two-carrier s i t u a t i o n s on the 

other. As w i l l be shown below, Wyandot i s one such shipper to 

whom the Applicants have turned t h e i r backs. Thus, and f o r the 

reasons set f o r t h more f u l l y below, Wyandot requests the 

f o l l o w i n g r e l i e f : 

1. That NS s h a l l be obligated t o assume trackage r i g h t s 
operations over l i n e s to be operated by CSX post-
Transaction between Wyandot's f a c i l i t i e s at Carey, OH, 
and a connection with a l i n e to be operated by NS at 



C r e s t l i n e , OH. (The condit:.-n s h a l l be implemented to 
r e f l e c t the exact route by wnich CR today transports 
aggregate between Carey and Alliance.) 

2. That the trackage r i g h t s to be granted to NS, as 
described i n part one, s h a l l be made mandatory, and 
that NS s h a l l possess a common c a r r i e r o b l i g a t i o n to 
serve Wyandot as a r e s u l t of i t s access to Carey, OH. 

3. That NS s h a l l r e t a i n i n e f f e c t f o r f i v e years a rate 
(or rates) f o r the movement of aggregate t r a f f i c 
between Carey (Wyandot) and Allian c e (East Ohio Stone 
Co.) that i s no higher than that c u r r e n t l y charged by 
CR . 

4. Should NS prove u n w i l l i n g or unable to provide service 
between Wyandot's Carey f a c i l i t y and East Ohio Stone 
Co. at Al l i a n c e upon a reasonable request f o r service, 
and pursuant to the conditions 1 through 3 set f o r t h 
above, or i f NS should abandon or otherwise r e l i n q u i s h 
i t s r i g h t s of access to or between Carey and All i a n c e , 
then the Board must, upon appropriate request from 
Wyandot, reopen t h i s proceeding. Upon such reopening, 
the Board s h a l l , at Wyandot's e l e c t i . • d i r e c t another 
r a i l c a r r i e r of Wyandot's choosing I ^/rovide Carey to 
Al l i a n c e service. 

5. That W&LE, by the most e f f i c i e n t r o u t i n g possible, be 
granted trackage r i g h t s access to East Ohio Stone Co. 
at A l l i a n c e , OH. 

IV. COMMENTS AND REQUESTS FOR PROTECTIVE CONDITIONS 

A. NS Trackage Rights to Carey, Ohio 

The best way f o r Wyandot to be assured that i t w i l l 

enjoy the same e f f i c i e n t r o u t i n g and cost s t r u c t u r e f o r Carey to 

Alliance t r a f f i c post-Transaction i s f o r NS to provide such t r a i n 

service d i r e c t l y from Carey to Al l i a n c e . This would require NS 

to obtain, and be obligated to exercise, trackage r i g h t s over the 



f u t u r e CSX l i n e from Carey to Crestline, OH.' See. map attached 

as Exhibit D. Such trackage r i g h t s could be r e s t r i c t e d to permit 

NS operations cole l y for the purpose; of accessing Wyandot's 

f a c i l i t i e s . Furthermore, the trackage r i g h t s fees NS would pay 

f o r such trackage r i g h t s must be structured i n such a way as to 

ensure that Wyandot's shipping costs on t h i s route are not higher 

than tiiose c u r r e n t l y charged by CR.'' In order t o assure that 

NS's rates are not i n some fashion " p u n i t i v e , " Wyandot requests 

that the Board require, as part of the requested r e l i e f , that NS 

be bound f o r f i v e years to the e x i s t i n g CR rates i n e f f e c t f o r 

Carey to A l l i a n c e aggregate t r a f f i c . ' ^ 

According to Wyandot's review of the "Transaction 
Agreement" contained i n Volume 8B (pp. 407-416) of the 
Ap p l i c a t i o n , NS w i l l obtain "overhead" trackage r i g h t s over CSX's 
futur e l i n e from Crestline, OK, to Chicago, IL, v i a Upper 
Sandusky. As best Wyandot can discern, the subject trackage 
r i g h t s foreclose NS access to Carey, and r e s t r i c t access to Upper 
Sandusky, OH, to CSX switching. Thus, as Wyandot can best 
determine, NS would require only trackage r i g h t s access over the 
short s t r e t c h of l i n e from Carey to Upper Sandusky, i n a d d i t i o n 
to the "overhead" trackage r i g h t s between Upper Sandusky and 
C r e s t l i n e , t o assure a d i r e c t and " a l l NS" haul from <^arey t o 
Al1iance. 

Currently, CR charges approximately $4.00 per ton f o r 
aggregate t r a f f i c hauled between Carey and A l l i a n c e . This 
approximate rate includes a c a l c u l a t i o n based on the f a c t that 
East Ohio Stone Co. provides 23 of i t s privately-owned cars t o 
the movement of t h i s t r a f f i c . See. Wolfe V.S. at 1. 

" Wyandot i s very aware of the premium that NS and CSX 
have paid f o r CR. This premium should not be recouped through 
"s u r g i c a l s t r i k e s " against what may be less p r o f i t a b l e or shorter 
haul t r a f f i c . Obviousl", i f NS, upon accepting i t s trackage 
r i g h t s o b l i g a t i o n , o f f e r s Wyandot rates superior to those 
c u r r e n t l y o f f e r e d by CR, then t h i s would be i n keeping wi t h the 
r e l i e f Wyandot requests. 



In order to assure that NS provides the service that 

Wyandot's trackage r i g h t s request would accommodate, Wyandot 

urges that the trackage r i g h t s between Carey and Crestline be 

made "mandatory." That i s to say that NS m.ust not only have the 

r i g h t to provide such service, i t must have imposed upon i t by 

the Board a common c a r r i e r o b l i g a t i o n to serve Wyandot as NS 

would have to do on any other l i n e over which i t possesses a 

common c a r r i e r o b l i g a t i o n . 

To accommodate more e f f i c i e n t operations i n connection 

with NS post-transaction, Wyandot i s w i l l i n g to re-arrange i t s 

current shipping s t r u c t u r e , i f t h i s w i l l help to reduce costs. 

S p e c i f i c a l l y , Wyandot c u r r e n t l y d e l i v e r s Alliance-bound carloads 

to CR at Carey i n 35-car blocKS on a t h r i c e weekly basis. 

Wyandot i s w i l l i n g to explore wi t h NS the p o s s i b i l i t y of 

dispatching loaded cars less frequently (ex. one or two times 

weekly) i n larg e r blocks of 50 to 70 cars. 

Although Wyandot f u l l y expects that NS w i l l be a 

cooperative p a r t i c i p a n t i n the movement of t r a f f i c between Carey 

and A l l i a n c e , there i s the p o s s i b i l i t y that NS w i l l u l t i m a t e l y 

prove unable to provide the service Wyandot needs. Therefore, i n 

the event that NS proves unable to provide service to Wyandot, or 

should NS at some futu r e date seek to abandon i t s r i g h t s to and 

from Wyandot, then Wyandot requests that the Board pennit the re

opening of t h i s proceeding. I f circumstances arise warranting 

such re-opening, the Board should take action authorizing another 

c a r r i e r of Wyandot's choosing (and consistent w i t h the selected 

8 



c a r r i e r ' s approval) to assume trackage r i g h t s operations between 

Wyandot's Carey f a c i l i t y and East Ohio Stone Co. at A l l i a n c e . 

B. W&LE Trackage Rights Access to East Ohio Stone Co. a t 
All i a n c e , Ohio 

As indicated above, W&LE i s Wyandot's p r i n c i p a l r a i l 

connection, providing the m a j o r i t y of Wyandot's r a i l service 

needs. W&LE i s c r i t i c a l l y important t o Wyandot because of i t s 

routes to eastern the Ohio aggregate markets i n which Wyandot 

competes. Recently, Wyandot has been made aware of the f i n a n c i a l 

circumstances W&LE i s l i k e l y to face i f the Transaction goes 

forward without suitable p r o t e c t i o n f o r W&LE. The f a i l u r e of 

W&LE i s simply not an option, and the Board must act responsibly 

to ensure that W&LE w i l l continue to be a via b l e operator i n 

Ohio. 

Wyandot i s interesteo i n making a d d i t i o n a l t r a f f i c 

available to W&LE i f t h i s w i l l contribute to W&LE's fu t u r e 

s u r v i v a l . In addition to the NS trackage r i g h t s requested i n 

Part IV-A, above, Wyandot requests that the Board grant W&LE 

trackage r i g h t s access to East Ohio Stone Co.'s f a c i l i t y at 

Alliance. Wyandot has reviewed W&LE's system map, and has 

determined that W&LE could serve as an a l t e r n a t i v e route f o r 

Carey to A l l i a n c e t r a f f i c i f W&LE were to obtain trackage r i g h t s 

over a fu t u r e NS l i n e ( c u r r e n t l y CR) from a point i n or near 

Canton, OH to All i a n c e . Wyandot an t i c i p a t e s that both the State 



of Ohio and the W&LE intend to request W&LE access to East Ohio 

Stone Co., and, of course, Wyandot supports such proposals.^' 

Wyandot wishes t o make clear that i t s request f o r 

d i r e c t service by W&LE between Carey and Alliance should riot be 

viewed by the Board as a l t e r n a t i v e r e l i e f to the p r o t e c t i v e 

conditions Wyandot requests i n Part IV-A. NS d i r e c t service 

between Carey and A l l i a n c e i s essential to Wyandot's a b i l i t y t o 

r e t a i n i t s East Ohio Stone Co. business. 

V. CONCLUSION 

Wyandot i s aware that i t i s not the only aggregate 

shipper p a r t i c i p a t i n g i n t h i s proceeding. I t recognizes that 

there are a handful of other shippers with exactly the same 

concerns who w i l l s u f f e r the same sort of harms that Wyandot w i l l 

i f the Loard f a i l s to take appropriate action. I t seems, tlien, 

that aggregate shippers such as Wyandot have become the unwanted 

stepchildren of t h i s Transaction. Not once have e i t h e r NS or CSX 

refuted the p r o p o s i t i o n that two c a r r i e r (NS-CSX) service f o r 

r e l a t i v e l y short haul moves such as Wyandot's would be as 

e f f i c i e n t as the " a l l CR" s i n g l e - c a r r i e r service that the 

Transaction would eliminate. S i m i l a r l y , neither NS noi' CSX have 

anywhere claimed, much less guaranteed, that they would handle 

' During the course of t h i s proceeding, Wyandot has 
frequently conferred w i t h representatives of tfie State of Ohio, 
inclu d i n g i n d i v i d u a l s trom the State Attorney General's o f f i c e 
and the Ohio Ra i l Development Commission. Wyandot supports the 
objectives of these Ohio p a r t i e s and support the f i l i n g s they 
plan to submit on October 21st. 
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t r a f f i c such as Wyandot's Carey to A l l i a n c e aggregate business as 

cheaply or as quickly as CR does today. Why should Wyandot, and 

shippers j u s t l i k e i t , s u f f e r the avoidable consequences of a 

Transaction which promises so many others improved and lower cost 

r a i l service? 

Wyandot believes that t h i s Transaction poses a c r i t i c a l 

issue to the Board, and one that the Board must c a r e f u l l y assess. 

Will the Eoard l e t the Applicants get away w i t h a Transaction 

that so much as acknowledges that c e r t a i n v i a b l e "single c a r r i e r " 

r a i l corridors and routes that are available today -- routes f o r 

which there i s admittedly no a l t e r n a t i v e -- w i l l be altogether 

eliminated tomorrow? The Board i s entrusted w i t h upholding the 

public i n t e r e s t , and the Wyandot, the State of Ohio, and a number 

of shippers l i k e Wyandot have established an i n j u r y to the public 

i n t e r e s t i f the Transaction i s approved as i s . 

To correct the i n j u r y i t would otherwise incur, and f o r 

the reasons set f o r t h above, Wyandot prays that the Board provide 

the f o l l o w i n g r e l i e f as conditions to approval of the 

Applicat ion: 

1. That NS s h a l l be obligated to assume trackage r i g h t s 
operations over l i n e s to be operated by CSX post-
Transaction betv;een Wyandot's f a c i l i t i e s at Carey, OH, 
and a connection w i t h a l i n e to be operated by NS at 
Crestline, OH. (The condition s h a l l be implemented to 
r e f l e c t the exact route by which CR today transports 
aggregate between Carey and Alliance.) 

2. That the trackage r i g h t s to be granted to NS, as 
described i n part one, s h a l l be made m.andatory, and 
that NS s h a l l possess a common c a r r i e r o b l i g a t i o n to 
serve Wyandot as a r e s u l t of i t s access to Carey, OH. 
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3. That NS s h a l l r e t a i n i n e f f e c t f o r f i v e years a rate 
(or rates) f o r the movement of aggregate t r a f f i c 
between Carey (Wyandot) and Alliance (East Ohio Stone 
Co.) that i s no higher than that c u r r e n t l y charged by 
CR. 

4. Should NS prove u n w i l l i n g or unable to provide service 
between Wyandot's Carey f a c i l i t y and East Ohio Stone 
Co. at A l l i a n c e upon a reasonable request f o r service, 
and pursuant t o the conditions 1 through 3 set f o r t h 
above, or i f NS should abandon or otherwise r e l i n q u i s h 
i t s r i g h t s of access to or between Carey and Alliance, 
then the Board must, upon appropriate request from 
Wyandot, reopen t h i s proceeding. Upon such reopening, 
the Board s h a l l , at Wyandot's e l e c t i o n , d i r e c t another 
r a i l c a r r i e r of Wyandot's choosing to provide Carey to 
All i a n c e service. 

5. That W&LE, by the most e f f i c i e n t r o u t i n g possible, be 
granted trackage r i g h t s access to East Ohio Stone Co. 
at A l l i a n c e , OH. 

The requested r e l i e f i s reasonably designed to address 

those harms that Wyandot has been able to es t a b l i s h i t w i l l 

c l e a r l y s u f f e r i f the Application i s approved without conditions, 

Furthermore, the requested r e l i e f w i l l not pose any s i g n i f i c a n t 

threat to implementation of the Transaction. Since the 

Applicants appear i n t e n t to turn t h e i r backs on t h i s business, 

without appropriate accommodation, they do both the shippers and 

Ohio taxpayers a serious disservice. Wyandot therefore looks to 

the Board to take e f f e c t i v e action. 

Respectfully submitted, 

Robert A. Wimbish 
REA, CROSS & AUCHINCLOSS 

1920 "N" Street, N.W. 
Washington, D.C. 20036 
(202) 785-3700 

Counsel f o r Wyandot Dolomite, Inc. 

DATED: October 21, 1997 
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.Wyandot Dojoniite, Inc. 
GENERAL OFFICE AND PL ANT 
P C Box 99, Cnrflv, OH 4,^316 0099 

T«l: 419/396 7641 
rsx: 419/396 6094 

E X H I B I T 

1^ SUBSIDIARY 

HANCOCK ASPHALT & PAVING, INC. 
FINDLAY & CAREY. OH 

VERIFIED STATEMENT UK TIMOTHY A. WOLFE 
ON BEHALF l̂ K 

WYANDOT DOLOMITE, INC. 

•Mv name i s Timotliy A. Wolff, i;:-;i,'cut i ve Vice President of Wyandot Dolomite, 
Inc., 1'. 0. Hox 99, 1 794 County Ko.ul 9=), C.irc', . OH, 43316. 

My dut ie.s include the net;ot iiiL ing of contract.s for my Company and helping 
my customers negotiate as w e l l . Also, marketing our product by r a i l to areas 
til,i t t .111 ho competitively served by r a i l with our products. 

Wyanilot Dolomite, Inc. ("Wyandot") i s a family business founded i n 1949, 
with approximately 70 employees. We have been i n the stone (aggregate) business 
for 49 years i n t h i s same l o c a t i o n . We produce limestone aggregates for the 
s t e e l , construction and b a l l a s t business. Wyandot's Carey, Ohio, based quarry 
vas established to take advantage of the r a i l l i n e s that l i n k us with the 
i n d u s t r i a l centers of northeast Ohio, which now account f o r 70 percent of our 
sti'iio business annually. 

Wyandot ships approximately 12,000 open top hoppers or 1,200,000 tons 
annually. We expect to increase t h i s business by 10 to 15 percent per year f o r 
the foreseeable f u t u r e , i f the r a i l merger does not i n t e r r u p t our being served 
by two Class 1 r a i l r o a d s , CSX and Norfolk Southern. 

Onr customers w i l l generally receive between 100,000 and 400,000 tons a 
year. We also move a subs t a n t i a l amount of r a i l r o a d b a l l a s t into the midwest 
states and r a i l stone via a d i s t r i b u t i o n yard f o r use i n Warren Consolidated 
Company's ste e l making process. Wyandot ships approximately 130,000 to 225,000 
tons annualIv on Conrail to our customers, East Ohio Stone Co., i n A l l i a n c e , OH 
(approximately 125 r a i l miles from Carey). This business represents 
approximately 15 percent to 20 percent of our r a i l stone sales. And over 
$600,000/year in revenue which is 12 percent o'. our t o t a l stone revenue. 

On thi.s Carey to Alliance t r a f f i c handlini; by Conrail, Conrail provides 
three times weekly service both to and from Carey. Alliance-bound t r a f f i c from 
Carey moves on Conrail in 35-car blocks. 1 understand that t h i s t r a f f i c i s n.it 
li.nullod in .mv sort ol "unit t r a i n " service, but rather is consolidated with 
other t r a i n s in route to A l l i a n c e . (1 have discussed with Conrail the 
p o s s i b i l i t y of moving t h i s t r a f f i c i n larger blocks of 50 to 70 cars, with less 
frequent r,ervii.i . M.- in t e n t was to f i n d a way to obtain lower rates. I am 
s t i l l interested in such an arrangement i f i t w i l l help to keep r a i l costs 
down.) The r a i l rate that my Alliance customer is paying Conrail today averages 
$4.00/ton. This Conrail l a t e i - ,i\-or>iged due to the fact that East Ohio Stone 
Co. proviiles 2 i of i t s own r . i i l o.its, which accounts f o r a portion of the cars 
needed for the niovenient ol t h i s t i a i ' i c . Unless NS, CSX or the Surface Trans
port a t i o n Board take appropriate a c t i o n , t h i s business w i l l be l o s t , post 
merger, along with 5 to 10 jobs at Wyandot. 
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Carey, OH, i s the largest o r i g i n a t i n g shipping point of i n t r a s t a t e stone 
movements In Ohio, with over 30,000 r a i l c a r s loaded annually from t h i s v i c i n i t y . 
It I . l i l service is disrupted, Wyandot's business of moving 12,000 r a i l cars a 
year could not be handled by trucks as the q u a n t i t i e s and distances are too 
great and the costs p r o h i b i t i v e . The stone business would be picked up by the 
producer.' o i l ot Lake Erie. Michigan and Canada would ben e f i t b r i n g i n g more 
stone iu on tlie docks at the f l a t s i n Cleveland which i n tu r n would increase 
prices to the o u t l y i n g areas and would increase truck t r a f f i c out of downtown 
Cleveland, >',re,itly increasing p o l l u t i o n and causing t r a f f i c problems. 

The p a r t i c u l a r harm that Wyandot w i l l experience i f the Surface 
Transportation Board rules in favor of the Conrail a c q u i s i t i o n between CSX and 
NS as i t i s c u r r e n t l y proposed involves the loss oi d i r e c t , single l i n e r a i l 
service that Conrail presently provides. Subsequent to the a c q u i s i t i o n of 
Conrail, shipments o r i g i n a t i n g from Carey, OH, to Al l i a n c e , OH, w i l l be 
relegated to two-line service with the o r i g i n being CSX and the d e s t i n a t i o n 
being N'S. Kxperience dictates that dual l i n e service provided by two Class I 
rai l r o a d s w i l l r e s u l t in higher f r e i g h t rates l o g i s t i c a l problems that w i l l make 
these hauls i n e f f i c i e n t . With these f a c t o r s , shipments to such eastern points 
as Alliance would be impossible to maintain, and the r e s u l t would be a 
substantial loss of business for Wvandot and reduced employment of Ohio workers. 
The el l i l ts of t h i s stone not reaching market i n t r a i n load q u a n t i t i e s w i l l have 
a tremendous impact on a l l con.Uruction, ODOT pro j e c t s , commercial b u i l d i n g and 
re s i d e n t i a l housing and development. The e f f e c t w i l l hurt the people i n these 
i n d u s t r i e s , but most importantly, i t w i l l h i t the taxpayers of Ohio i n t h e i r 
pocketbooks because they w i l l be paying more for less. 

The Board may r e c a l l that Wyandot o r i g i n a l l y offered a q u a l i f i e d l e t t e r i n 
support of the Appl i c a t i o n . 1 understand, to my regret, that t h i s l e t t e r was 
added with others as a portion of the Application NS, CSX and Conrail have 
f i l e d . Back i n May of t h i s ye.ir, 1 was approached by NS representatives who 
s o l i c i t e d from me a l e t t e r of support. We had several discussions concerning my 
worries about the Carey to Alliance t r a f f i c , and NS u l t i m a t e l y assured me that 
IJS would provide single c a r r i e r service between these points exactly as Conrail 
was doing today. (This, of course, suggests that NS was w i l l i n g to assur.e t h i s 
t r a f f i c at or below the rates C o i i r i i l is c u r r e n t l y charging). In the l e t t e r I 
wrote, I conditioned Wyandot's support for NS and CSX as follows: " I f ihe 
merger takes place and we are served by both CSX and NS in a competitive and 
service-oriented manner then we w i l l see great benefits to our bastness and to 
the taxpayers of Ohio." 

Wyandot lias since come to f i n d that we w i l l not recei\e tliat which NS had 
promisee i n Mav — namely single c a r r i e r service bv NS between Carey and 
All i a n c e . 1 am disappointed by t h i s developme:it , and I f e e l as i f 1 have 
received the t y p i c a l "campaign promise". \.u m.i i 1 \ , 1 cannot now support the 
merger as constructed, and 1 withdraw iiiy e a r i i e i - l e t t e r of support. 

Despite our disappointment at learning that NS would not provide d i r e c t 
r a i l service between Carey and Alli a n c e , I have had several meetings since w i t h 
both CSX and NS Representatives. Cf [ ) a r t i c u l a r note was my meeting with Gary 
Windof, Director - Aggregates for NS on or about August 1, 1997. Although 
.''Ir. Windof seemed to appreciate my concerns on the Carey-Alliance business, he 
would not or could not commit NS to the single c a r r i e r service we sought. 
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He d i d , i t seems, recognize the economic impact that j o i n t l i n e service might 
have on t h i s route, and he off e r e d what amounted to a one-year rate "freeze" (at 
e x i s t i n g Conrail rates) on t h i s t r a f f i c a f t e r the merger took place. This was, 
to me, at least a recognition that a j o i n t CSX-NS move of Carey to Alliance 
t r a f f i c would be more c o s t l y , but Mr. Windof's o f f e r was merely a one-year "stay 
of execution," and therefore, unacceptable. 

In a s i m i l a r manner, I traveled to Jacksonville, FL, on August 28, 1997, to 
meet with various CSX personnel, including Derek Smith who is Assistant Vice 
President - Minerals. While a t t e n t i v e to my concerns, t h i s meeting proved 
wholly unproductive. The end r e s u l t of my meetings with NS and CSX i s that 
Wyandot i s no closer to preserving the single c a r r i e r Carey to Alliance service 
that i t receives today. 

The Wheeling & Lake Erie Railway Company ("W&LE") i s very important to us 
because they transport most of the stone we ship by r a i l . As a r e s u l t , we very 
much need W&LE to survive. I have been contacted by representatives from the 
State of Ohio to discuss the future of the W&LE. Wyandot would l i k e to seek new 
business opportunities in connection with W&LE. The State of Ohio and Wyandot 
have agreed to a common course of act i o n , and we are supporting the State of 
Ohio's October 21st f i l i n g , and we understand that the State of Ohio now 
supports I's i n our October 21st f i l i n g . 

We ask the STB to please consider the r e l i e f spelled out below f o r the 
preservation of 10 miles of Conrail trackage r i g h t s from Carey, OH, to Upper 
Sandusky, Ohio, and single l i n e service to A l l i a n c e , OH, that have been ignored 
by NS and CSX. The preferred s o l u t i o n would be for NS to be obligated to 
exercise trackage r i g h t s over f u t u r e CSX l i n e between Carey, OH, and Cr e s t l i n e , 
OH, (where there w i l l be a connection to a NS l i n e to A l l i a n c e , OH). Or fo r 
someone t o t a l l y independent of NS/CSX to be designated by us to preserve no less 
than the trackage r i g h t s now held by Conrail, from Carey, OH, to Upper Sandusky, 
OH, and on CSX trackage from Upper Sandusky, OH, to Crestline, OH. 

We cannot a f f o r d to lose a Class I c a r r i e r at Carey, OH, nor single l i n e 
access with competitive rates and service to our customers. We also cannot 
a f f o r d to lose the services of the W&LE. 
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COUNTY OF WYANDOT ) 
) 

STATE OF OHIO ) 
ss: 

Timothy A. Wolfe, being duly sworn, deposes and states that he has 

read the foregoing statement, knows the facts asserted t h e r e i n , and that 

the same are true as stated. 

"7, 

TimotlrSr A. Wolfe ^ ^ ^ ^ 
Executive Vice President 
Wvandot Dolomite, Inc. 

Subscribed and sworn to before me on t h i s 17th day of October, 1997, 

My Commission Expires: May 22, 1999 
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CERTIFICATE OF SERVICE 

I hereby c e r t i f y that I have t h i s 21st day of October, 
1997, served copies of the foregoing document upon the Primary 
Applicants, ALJ Jacob Leventhal, and a l l p a r t i e s of record by 
means of U.S. mail, f i r s t class postage prepaid, or by means of 
more expeditious d e l i v e r y . 

Robert A. Wimbish 
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.\lie(> C Si iy lor 
I ' lesidi 'Mt & ( i ene ra l Counsel 

THE AMERIC AN SHORT LINE RAII RO XD ASSOCIATION 

1120 G Sireel. N W , Suiie 520 
Washington. D C 20005 ?889 

(202) 628 4500 
Fax; (:'02) 6..8-6430 

Office of the Secretary 
Surface Transportation Board 
1925 K Streei, N W 
Washington, D C 20423 

October 21 169"/ 
Via Messenger' cc 

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

Railway Company - - Control and Operating Leases/Agreements - • Conrail 
Inc. and Consolidated Rail Corporation 

COMMENTS OF THE AMERICAN SHORT LIKIE RAILROAD ASSOCIATION 
AND RECSlbNAL RAILROADS OF AMERICA 

Dear Sir: 

In response to the Piocedural Schedule which has been established by the 
Surface Transportation Board in the above-described proceeding, attached are the 
original and 25 copies of the Comments of the American Short Line Railroad 
Association and Regional Railroads of America In addition, an electronic copy on a 
diskette formatted for WordPerfect 7 0 is enclosed 

Please date-stamp the attached ccny of this transmittal letter to indicate receipt, 
and return it to the messenger Thank you 

«C! 2 \ mi 

Sincerely, 

Alice C Saylor 

IH)l \Xi ( Ol 1 I ( l l.> WIl.M IS IMPOSSIMl.L IOR r i l i : INDIVIIM Al . 



Before the 
Surface Transportation Board 

Washington, D C, 

STB Finance Docket No. 33388, CSX Corporation and CSX Transportation, Inc., 
Norfolk Southern Corporation and Norfolk Southern Railway Company -

Control and Operating Leases/Agreements - - Conrail Inc. and Consolidated Rail 
Corporation 

COMMENTS OF THE AMERICAN SHORT LINE RAILROAD ASSOCIATION 
AND REGIONAL RAILROADS OF AMERICA 

Rocord j ; 

William E Loftus, President 
American Short Line Railroad Assn. 
1120 G. Street. N.W.: Suite 520 
Washington. D C 20005 
(202) 628-4.500; Fax (202) 628-6430 

Peter A Gilbertson, Chairman 
Regional Railroads of America 
122 C Street, N W ; Suite 850 
Washington, D C 20001 
(202) 638-7790: Fax (202) 638-1045 

Date October 21, 1997 



Before the 
Surface Transportation Board 

Washington, D C. 

STB Finance Doc' et No. 33388, CSX Corporation and CSX Transportation, Inc., 
Norfolk Southern Corporation and Norfolk Southern Railway Company - -

Control and Operating Leases/Agreements - - Conrail Inc. and Consolidated Rail 
Corporation 

COMMENTS OF THE AMERICAN SHORT LINE RAILROAD ASSOCIATION 
AND RECBIONAL RAILROADS OF AMERICA 

In response to the Procedural Schedule which has been established by the 

Surface iransportation Board in the above-described proceeding, the American Short 

Line Railroad Association (ASLRA) and Regional Railroads of Amenca (RRA) hereby 

f'le these joint Comments with the Surface Transportation Board (STB. or Board) in 

regard to the proposed acquisition of control of Conrail Inc. and Consolidated Rail 

Corporation (Conrail) by CSX Corporation and CSX Transportation. Inc (CSX) and 

Norfolk Southern Corporation and Norfolk Southern Railway Company (NS) (proposed 

transaction). 

ASLRA and RRA are associations which represent the interests of more than 550 

short line and regional railroads in legislative and regulatory matters and industry affairs 

Short line and regional railroads are an important and growing component of the railroad 

industry Today, they operate and maintain 27 percent ofthe Amencan railroad industry s 

route mileage, and account for 9 percent of the rail inaustry's freight revenue and 11 

percent of railroad employment. 

These joint Comments of RR,A and ASLRA focus on the impacts of the proposed 

transaction on short line and regional railroads, and the shippers and communities they 

serve These Comments address only effects and impacts that wil! be generalized and 

wic'espr'=>ad and affect a substantial number of small railroads. There are some ASLRA 
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and RR.A-member sho'"t line and regional railroads that have specific issues or unique 

situations which are being addressed in negotiations with the applicants, and/or 

individual filings with the Board in this proceeding. These joint Comments are intended 

to raise general issues of interest to small railroads as a group, and are in no way 

intended to limit or alter the individual filings of any short line or regional railroad 

The impacts of tiiC proposed transaction on small railroads will be substantial, 

and are cause for considerable concern, because of the large extent to which small 

railroads depend on an effective partnership relationship with their Class I connections 

At the same time, small railroads are in a unique position to be able to address some of 

the concerns being raised by shippers and communities in connection with the 

proposed transaction The service capabilities and competitive alternatives which small 

railroads offer can be part of the solution ASLRA and RRA urge the Board to include 

certain requirements, outlined below, as conditions to its approval of the proposed 

transactions With these or substantially similar conditions imposed, ASLRA and RRA 

support the proposed transaction. 

Small railroads and their large Class I connections, working in partnership, make 

up this country's national rail transportation network. It is an essential part of the 

Nation s transportation infrastructure The widespread availability of efficient, cost-

effective rail service supports local and regional economies, and contributes to the 

competitiveness of American industries in the global marketplace The relationship 

between small railroads and large railroads is one of mutual dependence The short 

line and regional railroads depend on their Class I connections in order to reach all of 

the origins and destinations their customers require Class I s depend upon their short 

line and regional connections to feed them tratfic, supply some cars, maintain light 

density branch lines, and provide service-oriented pick-up and delivery functions to 

meet the needs of shippers and receivers located in their service area. 

Short line and regional ra;;roads require mandatory interchange, good service, 

reasonable routes and rates, appropnate gateways and effective terminal access from 
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their Class I railroad partners m order to «'=rve their shippers weii. and succeed in 

business In some ways, small railroads are akin to small shippers We depend on 

Class I railroads in order to be able to provide competitive service, but at the same time 

represent a significant traffic and revenue base for each of the carriers in this proposed 

transaction. 

The proposed transaction will cause significant changes in the operational 

patterns and competitive balance in the railroad industry in the East Conraii will cease 

to exist and its system will be split in two. while both CSX and Norfolk Southern wili be 

transformed by the substantial additions to their systems. More than 270 short line and 

regionai railroads have direct connections to Conraii, CSX cr Norfolk Southern today. 

This large number of c-nail railroads - - more than half the total national number - - will 

be impacted directly by the proposed transaction. 

The concerns which small railroads have with regard to the proposed transaction 

fall broadly into two general categones: 

(1) Immediate effects based on the redrawing ofthe railroad map in the East, 

and resulting shifts in operational patterns, gateways and competitive routings 

and options, which will occur as soon ae the proposed transaction is 

implemented, and 

(2) Downstream effects, which aie more difficult to define with specificity but 

which are based on concerns that the enlarged CSX and N3 systems post-

transaction, could use their increased market power to the detriment of some of 

the smaller railroads Areas of possible concern include inter-carrier 

relationships such as service, revenue divisions, marketing, car supply, car hire, 

industrial development, siting of new industries, etc 
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To address both the immediate effects and the possibility of downstream effects. 

ASLRA and RRA urge the Board to condition it.-, approval of the proposed transaction 

as follows: 

• CSX and NS should be required to adopt existing inter-carrier agreements 

between Conrail and its cc nnecting short line and regional rail carriers, and to 

apply those agreements, without modification except by mutual agreement of 

the parties 

• Existing gateways and rate relationships between Conrail, CSX and NS, and 

connecting short line and regional railroads, should be required to be 

maintained until changed by mutual consent 

• Where competitive or operational problems in the nroposed operating plans 

are identnied dunng its review of the proposed transaction, the Board should 

consider requiring expanded short tine and regional connections and access 

as part of the solution: and if granted to specifr small carriers should be 

made broadly available as appropnate. 

• As a matter of policy, the Board should clarify that the rail system should be 

truly inter-active. At junctions and terminal areas served by both NS and 

CSX, small railroads should have rights to interchange with both carriers as 

well as each other Artificial paper barriers which arbitrarily restrict full 

interchange rights should expressly be discouraged 

The Board should expressly retain jurisdiction over inter-carrier relationships 

between CSX and NS and connecting short line anc regional rp'' carriers 

afte' the effective date of the transaction, to ensure that CSX and NS do not 

use their market power to disadvantage small railroads, or shippers or 

receivers located on small railroads. 
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• The Board should provide for continuing oversight for a period of five years 

after the effective date of the transaction to provide a forum for investigation 

and resolution of any competitive or service-relateo complaints by small 

railroads, or shippers or receivers located on small railroads In connection 

with this continuing oversight requirement, periodic reporting of operational 

and service data by CSX and NS should be required. 

• At the conclusion of the five-year oversight penod. the Board should include 

specific data and actions in its post-transaction stuay of the impact of the 

transaction on small railroads in the aflected service area. 

The applicants, CSX and NS, point to many substantial benefits that they expect 

from their plan to jointly acquire the Conrail system and divide it between themselves. 

Certain parts of Conrail's present service area will receive an injection of rail 

competition where there has been none in recent years. The applicants expect the rail 

industry's ability to compete with trucks to be enhanced. Some important origin-

destination pairs that receive joint line service today will enjoy single line service after 

the proposed transaction (although for other 0-D pairs, the opposite will be true). 

Ail of these expected benefits are significant and will be positive for the future of 

the railroad industry as a whole. ASLRA and RRA. on behalf of their affected short line 

and regional railroad members, support approval by the Board ofthe proposed 

transaction, with conditions as outlined above to ensure a level playing field for small 

railroads, and preservation of competitive options. 

Respectfully Submitted, 

j ident 
American Short Line Railroad Assn. 
1120 G Sireet, N.W.: Suite 520 
Washington. D C. 20005 



Peter A Gilbertson. Chairman 
Regional Railroads of America 
122 C Street, N W : Suite 850 
Washington. D C 20001 

Date: October 21. 1997 



Certificate of Service 

I hereby certify that I have today served a copy of these Comments of the 
American Short Line Railroad Association and Regional Railroads of America upon all 
Parties of Record on the service list in this proceeding by first class U S mail, postage 
prepaid. 

Date: October 21, 1997 
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COxMMONWEALTil o/ VIRQIMA 
Office of the Ctin cmor / ^ \ ^ 

\ E Mar t inez 
V,i • - ^ j / ^ Vf Tidn>pi>rtdlior\ 

( )cl0lvr : 1 . 1 

I lononihlc X'cmoii .\ Wi l l iams. SeCrc larN^*"*^"*^ '^ • " " ' • 'V 

Surtace I ransportation Mi)ari.l 

S I i n mance Docket No. vv^^SS 

K Sl ivct. N.W,. Room 700 

Wasl imuloi i . I ) , t . 2042.>-0001 n i ' 

OCT ? ! 15V/ 

VA"(II 

/ 

Ul-: Finance Docket No. .^.^,^SS, C SX ( o rpo ra t i on and CSX 

I ranspor ta t ion . Inc. . Norf(»lk Southern ( o rpo ra t i on and N o r f o l k 

Southern K a i i \ \ a \ ( o m p a n \ - ( cuitrol and Operat ing; 

l.eascs/,\}>reenients - ( on ra i l Inc. and ( onsol idated Ka i l v ct rporat ion 

Dear Secretarv W i l l iams: 

I lie ( ommonwcalth o f \ irgii i ia coii l i iuics to support liic prrposcd acquisit ion o f t 'onra i l . 

cl i l l . I\\ ( S \ aiul Norlolis Soutliern. It is l v l i e \ e d that the hcnctlts o f t he acquisit ion, as 

proposed, should outueig l i any negative aspects C"i>mpetition w i i i be dihanced. serv ice w i l l he 

improved and new markets w i l l be created I lie transaction wi l l clearlv benefit shippers and tlie 

general pulMic lAiei is ive review bv tiie ('oiiinioiivvea.illi ot tiie rai i iwids" joint application 

regarding tiie puieiiase ol Con ra i l lias been conducted. I iiere iiave also Ive i i numerous meetings 

and discussions vvitii i">i>tii railroads in Seplenii">er. t!ic C omiiK.nweallh addressed specific 

concerns vviili l^otli Nortnik Soutiiern and C SX (copies attaclied) Keceiit lv. tlie ( 'onimonvveaitl i 

leceivcd wri t ten responses trom tlie i..;lroads (copies attached) and llie C onii i ioiivveail i i would 

request tlial l i i is correspondence be ct>nsideied bv the S \ \ \ as it evaluates tlie jo in t application, 

Manv o f tiie issues raised during the discussions iiav e aiready been resolved or c;;: easily 

be resolved, wiuie some ol liie remaining issues are subject lo lurlher negotiation and a 

cooperative ettort Iv lween liie I i immonweal t ' i and the two railroads. 1 lie C'ummonweall i i is 

pleased thai the |oini apiMicatioii leve.iK that llie railroads w i l l work wit i i tiie sliorll ines in liie 

C'oninmnwealtii including extending ll ieir feasible seivice areas (Vo l . ZW. p 20>) and tliat liie 

railroads honor tiieir rail jxissenger agreements ( \ ol . '^li pp. 2S*>. '\^)(y. \ ol 3 A pp. 275) In 

addition. No i l o l k Soull ieni 's ()peial i i ig I'lan states li ial tlie eslablisiinient ol service or rates or 

special condit ions liiat would artiriciailv divert Ireigiit anumg ports, including the ports in the 

( ommoi iweal l i i o l N ngima. w i l l not Ix- undertaken ( \ 'o l 21?. p. 2.s I ) As tlie ()perating i'lan 

conecllv ciuphasi/es. each port lias its own inherent slienglhs and weaknesses and bv work ing 

• r n i ) (Si.'M) 780 7705 
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together, the maximum potential ot both the railroaJ and the port can he reached. The 
Commonwealth also trusts that CSX vvill take no actic)n or grant an\ special condition or rate 
which would unfairly benetlt other ports to the detriment oi the ports in the Commonwealth and 
the ( omnionwealth's continued support of thisji mt application is made with the understanding 
that CS.X vvill not undertake an> such action 

The Corr monvveaiih of X'irginia also supports the central terms being proposed for the 
Operating Acces> .Agreements between the railroads and the Northem \ irginia fransportation 
District Commission and Potomac and Rappahannock I ransportation District (.'^mmission. the 
owners of Virginia Railway Lxpress. a commuter raii passenger operation. It is the 
Commonwealth's understanding that these Commissions vvill be tiling revised agreements which 
incorporate these central terms l he Commonwealth supports the Commissions" request and 
requests a continued commitment by the railroads to the continuation of a viable, competitive 
commuter rail serv ice in the Commonwealth. 

The Commonwealth understands that the application process is a fluid process and ihat 
issues may arise which may not have been 'dd-essed by the railroads and the Commonwealth of 
Virginia; however, based on a long-standing excellent working relationship between the railroads 
and the Commonwealth, there can be no doubt that the railroads vvill make the maximum effort 
and commitment to resolve any further issues which may anse during the STB process and 
beyond, 

l inally, as stated previously, in response to the discussions held vvith the railroads and 
specifically in response to the letters sent to the railroads in September, written respon.ses from 
the railroads were recently received: however, the Commonwealth has not had sufficient lime to 
ev aluate tlie responses. Moreover, as staled previously, additional issues or questions mav arise 
during the course ofthe proceedings before the STB. .As such, the Commonwealth will continue 
to remain a participant in the process before the STB and reserves the right to tile additional 
comments as its interest may require. 

Based on the Commonwealth s discussions with the railroads and the verbal and written 
commitments and assurances given by the railroads, the Commonwealth requests that the S I B 
approve the joint application. 

Sincerelv, 

Shirley J. Vbarru 
Deputy Secretary of Transportation 

linclosures 



BFFORFTHE 
Sl!RI ACi: IRANSPORI ATION HOARD 

STB Docket No, .v>.>88 

CSX C()RPv)RA ri.>N ANDC Ŝ  I RANSPORTATION, 1> 
NORl'OI.K '.OlJTin:RN CORPORATION AND 
NORFOLK SOin illiRN RAILWAY COMPANY 

- CON I ROL AND Oi'liRAUNO l.F ASl S ACRl l MllN I S -
CONRAIL INC. AND CONSOLIDA I FD RAIL CORPORAUON 

CI:RTIFIC Al l: OF SI RVICF: 

I hereby certify that on this 21" day of October IW7 the Honorable Jacob Leventhal, the 
Applicants and each Party of Record in lliis proceeding has been .served vvith copies of the 
attaclied Comments submitted by the ('onimonvveallh of Virginia, by first-class mail, postage 
prepaid. 

Respectfully submitted, 

I. 
Oftic* n", >.̂m 5*Cf«t«fV 

OCT 21 \'r>, 

m 

V 

Kichard 1 , Walton. .Ir 
Senior ,Assislaiil .\ltoniev (ieneral 
Office iif the Attomev (ieneral 
')()() luisl Main Streel 
Richmond. N'irginia 2,'̂ 21̂ ) 
(804)780-1382 

October 21. 1W7 
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COMMONWEALTH of VIRQINIA 

Richitrd Cullon 

Honorable Vernon A. Williams 
Secretary 
Surface I ransportation Board 
1925 K Streel, N.W., Room 700 
Washington, D.C. 20423-0001 

Offui : i>l thi- .Attorney (j i ' i i fni / 

RkKmima 2J2r.> 

October 21, 1W7 

VIA HAND DFTTVERY 

900 East Mam Street 
Richmond. Virginia 23219 

804 2071 
804 371 8946 TDD 

Rl:: i inanee Dockel No. .\̂ .188. CSX Corporation and CSX Fransportation. Inc., 
Norfolk Southern Corporation and Norfolk Southern Railway Conipany - ("onlrol 
and Operating Leases,/Agreements - Conrail Inc. and Con.solidated Rail 
Corporation 

Dear Secretarv Williams: 

Please find enclosed for filing in the above-referenced proceeding; ai] '^ripinal and 25 
copies ofthe Comments ofthe Commonwealth of 'Virginia. Also chclosed i s^5t^f^f"3T5tP^ 
containing the text of the Comm •.its in Word Perfect 6.1 formal. | 

Please stamp the extra copy of the foregoing and return. 

/ 

Respectfully submitted. 

Richard L. Walton, Jr. 
Senior Assistant Attorney General 

OCT 2 1 IVv/ 

H:\govi'rn\rl\v\csx-1 

linclosures 
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COxVIMOXVV'EALTH of V7RQINI4 
LEOJ. BEVON 

DEPARTMENT OF RAIL ANO PUBLIC TRANSPORTATION 

Septembers. 1997 

v«i ••<*>-•.«.: 
RELA> , ESTER 

Rob Shinn 
Vice President - State Relations 
CSX Corporalion 
One James Center 
P O. BoxC-32222 
Richmond, Virginia 23219 

Dear Rob: 

OCT 2 I î y. 

.'Xs discussed with you, representatives ofthe Commonwealth would like to meet 
with representatives of CSX to discuss the Conrail purchase and its efTects on Virginia. 
.\s suggested by you. the meeting will be held on September 19, 1997, in CSX offices in 
Richmond. Fhe time has been set for 10:00 a.m. We understand that a video conference 
may be used. 

["he Commonwealth supports the etTorts of NS and CSX to purchase Conrail. It is 
felt that the acquisition can generate many benefits for the citizens and businesses of 
Virginia. 

Our review ofthe application has developed some questions and comments which 
we would like to address during the meeting. Attached is a copy ofthe questions and 
comment.? for CSX's review. 

It is realized that some of the issues can be resolved, w hile others cannot. For 
those that cannot be resolved, CSX w ill have the benefit of know ing the concems and the 
Commonwealth can proceed to either minimize the etTect or make plans tbr future 
actions. 



Thank you for your assistance in this matter. 

Sincerely, 

yGeorge R. Con.ier 
Rail .Administrator 

GRC:sba 
Attachment 
cc: Robert E. Martinez 

Shirley Ybarra 
Leo J, Bevon 
J. Robert Bray 
Robert R. Merhige, Hi 
Richard Walton 
James Hayes 
Don McPherson 
Kevin Page 



COMMONWEALTH OF VIRGINIA 
NS/CSX PURCHASE OF CONRAIL 

ISSUES 
SEPTEMBERS, 1997 

1. Ports - The application reveals that many improvements will be made at ports to 
the north of Virginia. Single line serv ice, the elimination of drayage and 
construction of new or expanded facilities w ill enhance the marketability of those 
tacilities. The tables and charts also show that the Virginia ports will not receive a 
major increase or decrease in shipments. Non? ?f the figure or charts showing 
volume tlows illustrate a change in tratTic to Newport News, A reference is made 
in Volumes 2A and 3A that additional coal could be shipped through this Port. 
(Volume 3, Page 55) 

The Commonwealth would like to continue working with CSX to use Virginia's 
operational and physical advantages to increase the use of Virginia facilities. 

2. Safety - Nationally railroads provide one ofthe safest means of transportation. 
This requires a commitment to operations and maintenance. It is assumed that 
CSX will continue to increase its focus on these areas. 

The Commonwealth stands ready to assist where it can. One area is grade 
crossings. The increase in the number of trains w ill affect the state's grade 
crossings. It is proposed that CSX provide information as soon as possible so that 
an analysis can be undertaken to identify those locations which can be considered 
in revising the state's project priorities. Presently the state provides 90 percent of 
the funding. In order that the critical needs be addressed, would CSX consider 
providing the 10 percent match? 

3. Grade Separations - Volume 3A states that there are clearance problems on certain 
routes. At this time the Commonwealth is aware of some structures w hich could 
be affected by the number and ty pes of trains contemplated. Please advise if CSX 
has a list. Generally in the past the railroads have paid a major portion of the cost 
of projects which provides double -lack cleara.nces. 

4. Trains - The Commonwealth does not have any co.Timents on the trains shown in 
the application, other than the schedules which ere assumed to be available later. 
.Although not shown in the application, we are in.eû sted in knowing the volumes 
associated with the moves through Richmond. Thf.e volumes will affect the 
passenger serv ice being studied. 



5. Shortlines - Virginia feels that shortline railroads provide a valuable service, 
freated properly they can create iTaffic for CSX and reduce congestion and 
damage on local roads. It vvould be detrimental if transloading facilities were to be 
established at the throat ofthe shortlines to serve customers located on the 
shortlines by truck. 

Other specific shortline concems are: 

a. CSX predicts a diversion of traffic from the Eastem Shore Railroad on Page 
176 of Volume 2 A. Some of this diversion may have already occurred. 

The Commonwealth has worked with Mary land and Delaware to retain this 
line. It serv es as another connection to Virginia Ports and provide: an 
outlet for overflow traffic and serv ice to the Delmarva Peninsula. 

b. In addition to continued cooperation with shortlines regarding regular 
transactions, some have indicated the need to have a competitive access 
over their connecting camer to connect w ith another carrier. For e.xample. 
the Buckingham Branch Railroad would need connections with NS at 
Lynchburg to serve shippers who will now be located on Conrail lines 
which will be acquired by NS. 

Shortlines have stated tliat they could also perfonn some local functions at 
their points of interchange. One such function could be sw itching cars at 
Virginia Power's Bremo facility. 

It is realized that these proposals involve business decisions. 
Considerations ofthe proposals may benefit both parties. 

6. Passenger Service - Throughout the documents CSX states lhat there will be no 
adverse impacts on passenger service. Our review ofthe types of train movements 
has not been of sufficient detail to identity any conflicts other than those outlined 
in our passenger studies. The known conflicts generally arise in maintenance 
operations and dispatching. The establishment of dispatching for the Washington 
area for all railroads and the continuation ofthe capacity studies along with the 
implementation of certain projects would be helpful 
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The Commonwealth is concemed about the \^RE Commuter Rail operation. 
Schedule stability is needed to attract nders. We are aware that CSX is meeting 
with VRE conceming their issues. Improvements in the service and facilities will 
alleviate some ofthe state's congestion problems. Many ofthe facility 
improvements have been identified in the needs study for the General Assembly. 
CSX's assistance will be needed to make the improvements a reality. CSX's 
attention in this joint effort would be appreciated. 

Various passenger service studies are underway including the corridors to North 
Carolina and Newport News. The new traffic changes will affect rail services. 
CSX's continued assistance in these studies would be very helpful. 

7. Intermodal Terminals - The establishment of intermodal terminals are driven by 
market demand. The Commonwealth has lost several terminals in the past. The 
terminal at Richmond was abandoned several years ago. At that time a large 
volume of trucks were loaded at Acca. Now these trucks travel 1-95. Could this 
terminal reopen? Also, the state is interested in working with CSX in identiP/ing 
potential new tenninals. Access to these terminals is being considered under the 
Federal Transportation Reauthorization discussions. 

8. Signals - Improvements in the signal system between Richmond and Washington, 
D C. will improve capacity and safety, fhis section of track presently has 60 
MHz. Generally, railroad systems operate on 100 MHz. In our discussions w ith 
Conrail, Amtrak and others, they have stated that a changeover would be 
beneficial. Does CSX plan any changes in this area? 

The Commonwealth is proposing to undertake a study on the signals from 
Maryland to North Carolina. CSX representatives have been invited to serve on 
the technical/advisory group for this study. It is intended that the study will 
provide a guide for our investments and be complete in 1998. 



RIC.JMOND INTERMODAL TER.VIIN.AL 

On September 5, 1997. the Port of Richmond's Executive Director called a meeting of 
local and regional plamiing otTicials along with pnvate industry and shippers to establish a "think 
tank" for developing an intermodal freight terminal in the Richmond Petersburg region. .As a 
result of this meeting, the Richmond VlPO is formulating an opinion for consideration at its 
(X-tober 9, 1997 meeting. If passed, the resolution will be forwarded to DRPT along with a letter 
of request to include the Richmond region's interest in the development of a Regional Rail 
Intermodal Cargo F acility in Virginia's Conrail acquisition comments to the STB. 



COMMOXWEALra of \'JRgL\IA 
O^LC 0/ the Governor 

Ceoni» .Ml»p Robert E Mjmne? 
S«rm»r. .it Transportation 

October 21, 1997 

11 <">^K^(^'>^»Strt(*Ufy 

Honorable \'emon .\. Wdlian<s. Secretary 
Surface rr;uisponation Board (^ •< 
S I B f inance Docket No. 33388 
\^25 K Sireet, N.W . Room 700 
Washington. D C :()423-OOOI Rscco 

Re: Finance Docket No. 33388, CSX Corporation and CSX 
Transportation. Inc., Norfolk Southem Corporation and Norfolk 
Soutbern Railway Company - Control and Operating 
Leases/.Agreements - Conrail Inc. and Consolidated Rail Corporation 

Dear Secretary Williams: 

The Commonwealth of Virginia continues to support the proposed acquisition of Conrail, 
et al by CS.X and Norfolk Southem. It is believed that the benefits ofthe acquisition, as 
proposed, should outweigh any negative aspects Competition will be enhanced, service will be 
improved and new markets will be created. The transaction will clearly benetlt shippers and the 
general public Extensive review by the Comn.onwealth ofthe railroads" joint application 
regarding the purchase of Conrail has been conducted There have also been numerous meetings 
and discussions with both railroads. In September, the Commonwealth addressed specific 
concerns with both Nortolk Southem and CSX (copies attached) Recently, the Commonwealth 
received vvntten responses from the railroads (copies attached) and the Commonwealth would 
request that this correspondence be considered by the STB as it evaluates the joint application. 

Many of the issues raised dunng the discussions have already been resolved or can easily 
be resolved, while some of 'he remaining issues are subject to further negotiation and a 
cooperative etTort between the Commonwealth and the two railroads The Commonwealth is 
pleased that the loim application reveals that the railroads will work with the shortlines in the 
Commonwealth including extending their feasible service areas (Vol. 2B. p. 203) and that the 
railroads honor their rail passenger agreements (Vol. 3B pp. 289. 306; Vo! 3A pp. 269, 275). In 
addition. Nortolk Southem s Operating Plan states that the establishment of serv ice or rates or 
special conditions that would artitlcially divert freight among ports, mcluding the ports in the 
Commonwealth of Virginia, will not be Lindertaken (Vci. 28. p. 251) .As the Opeiating Plan 
correctly emphasizes, each port has its own inherent strengths and weaknesses and by working 

P O Box 1475 • Richmond Virginu ZiZU • ie04> -86-«03: • TDD 18O41 786-7765 
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together, the maximum potertial of both the railroad and the port can be reached. The 
Commonwealth aiso trusts that CSX will lake no action or grant any special condition or rate 
w hich would unfairly benefit other ports to the detnment of the ports in the Commonwealth and 
the Com'uonwealth's continued suppon of thiS joint application is made with the understMiding 
that CSX will not undertake any such action. 

The Commonwealth of Virgima al.so supports the central terms being proposed for the 
Operating .Access Agreements between the railroads and the Northem Virginia Transportation 
Distnct Commission and Potomac and Rappahannock Transportation Distnct Commission, the 
owners of Virginia Railway Express, a commuter rail passenger operation. It is the 
Commonwealth's understanding that these Commissions will be filing revised agreements which 
incorporate these central terms. The Commonwealth supports the Commissions' request and 
requests a continued commitment by the railroads to the continuation of a viable, compeutive 
commuter rail service in the Commonwealth. 

The Commonwealth understands that the application process is a fluid process and that 
issues may anse which may not have been addressed by the railroads and the Commonwealth of 
Virginia; however, based on a long-standing excellent working relationship between the railroads 
and the Commonwealth, e can be no doubt that the railroads will make the maximum effort 
and commitment lo resolve any further issues which may anse during the STB process and 
beyond. 

Finally, as stated previously, in response to the discussions held with the railroads and 
specifically in respon.se to the letters sent to the railroads in September, written responses from 
the railroads were recently received; however, the Commonwealth has not had sufficient time to 
evaluate the responses. Moreover, as stated previously, additional issues or questions may arise 
dunng the course ofthe proceedings before the STB. As such, the Commonwealth will continue 
to remain a participant in the process before the STB and reserves the nght to file additional 
comnents as its interest may require. 

Based on the Commonwealth's discussions with the railroads and the verbal and wntten 
commitments and assurances given by the railroads, the Commonwealth requests that the STB 
approve the joint applicatiou. 

Sincerely, 

'Shirley J. Ybaf^ U 
Deputy Secrelt̂ y of Transportation 

Enclosures 
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i F D I B P V n N DEPABTMENT Of BAIL ANO PUBLIC T n A N S P O l T A f l O N .c -v . , T o t r A ' T . 

Septembers. 1997 

Rob Shinn 
V'ice President - State Relations 
CSX Corporation 
One James Center 
P. O. BoxC-32222 
Richmond. Virginia 23219 

Dear Rob: 

As discussed with you, representatives ofthe Commonwealth would like to meet 
w ith representatives of CSX to discuss the Conrail purchase and its effects on Virginia. 
As suggested by you, the meetuig will be held on September 19, 1997, in CSX offices in 
Richmond. The time has been set for 10:00 a.m. We understand that a video conference 
may be used 

The Commonwealth supports the etTorts of NS and CSX to purchase Conrail. It is 
felt that the acquisition can generate many benefits for the citizens and businesses of 
Virginia. 

Our review ofthe application has developed some questions and comments which 
we w ould like lo address during the meeting. Attached is a copy of the questions and 
comments for CSX's review. 

It is realized that some of the issues can be resolved, while others cannot. For 
those that cannot be resolve d, CSX will have the benefit of knowing the concems and the 
Commonwealth can proceed to either minimize the effect or make plans for futtire 
actions. 
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Thank you for your assistance in this matter. 

Sincerely, 

y 3eorge R. Conner 
Rail Administrator 

GRC:sba 
Attachment 
cc: Robert E. Martinez 

Shirley Ybarra 
Leo J. Bevon 
J. Robert Bray 
Robert R. Merhige, III 
Richard Walton 
James Hayes 
Don McPherson 
Kevin Page 



COMMONWEALTH OF VIRGINIA 
NS CSX PURCHASE OF CONRAIL 

ISSL'ES 
SEPTEMBER 8, 1997 

1. Eons - The application reveals that many improvements will be made at ports to 
the north of Virginia. Single line serv ice, the elimination of drayage and 
construction of new or expanded facilities w ill enhance the marketability of those 
facilities. The tables and charts also show that the Virginia ports will not recene a 
major increase or decrease in shipments. None ofthe figure or charts showing 
volume flows illustrate a change in traffic to Newport News. A reference is made 
in Volumes 2A and 3 A that additional coal could be shipped through this Port. 
(Volume 3, Page 55) 

The Commonwealth would like to continue working with CSX to use Virginia's 
operational and physical advantages to increase the use of Virginia facilities. 

2. Safety - Nationally railroads provide one of the safest means of transportation. 
This requires a commitment to ODer̂ tions and maintenance. It is assumed ihat 
CSX will continue to increase its focus on these areas. 

The Commonwealth stands ready to assist where it can. One area is grade 
crossings. The increase in the ntunber of trains will affect the slate's grade 
crossings. It is proposed that CSX provide information as soon as possible so that 
an analysis can be undertaken to identify those locations which can be considered 
in revising the state's project priorities. Presenfly the state provides 90 percent of 
the funding. In order that the critical needs be addressed, would CSX consider 
providing the 10 percent match? 

3. Grade Separatioiis - Volume 3 A states that there are clearance problems on certain 
routes. At this time the Commonwealth is aware of some structures which could 
be affected by the number and types of trains contemplated. Please advise if CSX 
has a list. Generally in the past the railroads have paid a major portion of the cost 
of projects which provides double slack clearances. 

4. Iiams - The Commonwealth docs not have any comments on the trains shown in 
the application, other than the schedules which air assumed to be available later. 
Although not shown in the application, we are interested in knowing the volumes 
associated with the moves through Richmond. These volumes will affect the 
passenger service being studied. 



Virginia feels that shortline railroads provide a valuable service. 
Treated properly they can create tratTic for CSX and reduce congestion and 
damage on local roads. It would be detrimental if transloading facilities were to be 
established at the throat ofthe shortlines to serve customers located on the 
shortlines by truck. 

Other specific shortline concems are: 

a. CSX predicts a diversion of trafTic from the Eastem Shore Railroad on Page 
176 of Volume 2 A. Some of this diversion may have already occurred. 

The Commonwealth has worked with Maryland and Delaware to retain this 
line. It serves as another connection to Virginia Ports and provides an 
outlet for overflow traffic and service to the Delmarva Peninsula. 

b. In addition to continued cooperation with shortlines regarding regular 
transactions, some have indicated the need to have a competitive access 
over their connecting comer to connect with another carrier. For e.xample, 
the Buckingham Branch Railroad would need connections with NS at 
Lynchburg to ser/e shippers who will now be located on Conrail lines 
which will be acquired by NS. 

Shortlines have stated that they could also p>erform some local fimctions at 
their pomts of interchange. One such function could be sw itching cars at 
Virginia Power's Bremo facility. 

It is realized that these proposals mvolve business decisions. 
Considerations of the proposals may benefit both parties. 

6. Passenger Service - Throughout the documents CSX states that there will be no 
adverse impacts on passenger service. Our review ofthe types of train movements 
has not been of sufficient detail to identify any conflicts other than those outlined 
in our passenger studies. The known conflicts generally arise in maintenance 
operations and dispatching. The establishment of dispatching for the Washington 
area for all railroads and the continuation of the capacity smdies along with the 
implementation of certain projects would be helpful. 



The Commonwealth is concemed about the VUE Commuter Rail operation. 
Schedule stability is needed to attract nders. We are aware that CSX is meeting 
with VRE conceming their issues. Improvements in the service and facilities will 
alleviate some ofthe state's congestion problems. Many of the facility 
improvements have been identified in the needs study for the General Assembly. 
CSX's assistance will be needed to make the improvements a reality. CSX's 
attention in this joint effort would be appreciated. 

Various passenger service smdies are underway including the corridors to North 
Carolina and Newport News. The new traffic changes wil! affect rail services. 
CSX's continued assistance in these smdies would be very helpful. 

7. Intermodal Terminals - The establishment of intermodal terminals are driven by 
market demand. The Commonwealth has lost several terminals in the past. The 
terminal at Richmond was abandoned several years ago. At that time a large 
volume of trucks were loaded at Acca. Now these trucks travel 1-95. Could this 
terminal reopen? Also, the state is interested in working with CSX in identifying 
potential new terminals. Access to these terminals is being considered under the 
Federal Transportation Reauthorization discussions. 

8. Signals • Improvements in the signal system between Richmond and Washington, 
DC. will improve capacity and safety. This section of track presently has 60 
MHz. Generally, railroad systems operate on 100 MHz. In our discussions with 
Conrail, Amtrak and others, they have stated lhat a changeover would be 
beneficial. Docs CSX plan any changes in this area? 

The Commonwealth is proposing to imderlake a study on the signals firom 
Maryland to North Carolina. CSX representatives have been invited to serve on 
the technical/advisory group for this study. Il is intended that the study will 
provide a guide for our investments and be complete in 1998. 



RICHMOND INTERMOD.AL TERMIN.AL 

On September 5, 1997. the Port of Richmond's Executive Director called a meeting of 
local and regional planning officials along with pnvate industry and shippers to establish a "think 
tank" for developing an intermodal freight terminal in the Richmond/Petersburg region. .As a 
result of this meeting, the Richmond MPO is formulating an opinion for consideration at its 
October 9. 1997 meeting. If passed, the resolution will be forwarded to DRPT along with a letter 
of request to include the Richmond region's interest in the development of a Regional Rail 
Intermodal Cargo Facility in Virginia's Conrail acquisition comments to the STB. 
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On« Jamt i Cerler 
RIcfmona, Virginia 232'9 

CORPORATION '80^' ^82^37 

RotjertW Shinn 
=?esiC!e'"; vice ^'saident 
State Reiatiorj 

October 20, 1997 

Mr. GAorga R. Conner 
Rail Adminiatrator 
••partmant of Rail and Public Transportation 
1401 E. Broad Streat 
Richmond, Virginia 23219 

Dear Gaorg«: 

Thank you for your letter regarding the CSX/NorfolK Southern 
joint acquisition of Conrail. CSX ia extreaely appreciative that 
the Coamonwealth eupporta the merger. Virginia will clearly be a 
winner from the transaction, and a number of important entities 
will gain specific benefits. 

In your letter of September 8, you outline a number of issues 
that you would like addressed prior to the STB date for resp>onsive 
applications. Discussed below is our answer that correspond to tJie 
numerical issues raised in your letter. 

1. EaL!£jtA. Our best current estimates is that the Port of 
Newport News will receive slightly Increased coal shipments because 
of the merger. This results from access to new coal companies that 
are currently served by Conrail. CSX does not anticipate any 
negative consequences of the merger on the Port. 

2. Safetv! Safety is our f i r s t priority at CSX. We stand 
ready to work with the Commonwealth on various projects that v i l l 
erxhance safety. Regarding the specific request for CSX to pay the 
10% local match for grade crossing waming device projects, we will 
evaluate each request on a project by project basis. In some 
instances, this approach would appear to be mutually beneficial. 

3> Grade Separations! Double atack clearance projects along 
the CSX north-south corridor will be a major priority in the coming 
years. We will provide you a l i s t of the structures that need 
additional clearance and discuss ways to make this happen in the 
coming mont:h8. This is clearly a win-win opportunity for both CSX 
and the commonwealth. 

4. TrftinBi CSX will continue to cooperate with the 
Commonwealth of Virginia and other interested parties regarding 
train movements. Regarding the issue of trains passing by Main 
street Station, the expected increase i s expected to result 
primarily from the recent construction of the Bone Dry Cormection, 

• PcNl Offica Box aB«2B, Riohmont}, VIrotnta ?3285-«6» • 
• FAX(e04)782'l40«. 
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and i s not related to the merger, except for thoee increases 
outlined in our operating plan. However, as further data becomes 
available regarding the specific ntimbers of potential trains, va 
will continue to vork vith the Department of Rail to provide you 
vith this Information. 

5. ShortlinesI The issue raised in your letter involves a 
potentially small diversion on tbe Eastern Shore Railroad. We have 
had several conversations vith representatives of the Eastern Shore 
Railroad, we are looking into the specifics of the diversion study 
Information and ve v i l l get back vith you vhen ve obtain those 
results. 

6. Paaaenyer Servteat CSX v i l l be forming a high-level joint 
task force vith representatives from VRB and the Comaenvealth to 
discuss long-term capital issues. We expect this process to 
culminate in a plan for funding and implementing a third main line 
from Long Bridge to Fredericksburg and vhat benefits VRE can expect 
in return. CSX v i l l continue to cooperate vith the "CSX Corridor 
Study" and the ••1-64 * studies currently under vay. 

7. Intermodal Terminal; The proposed intermodal terminal in 
Richmotui v i l l be driven by market economics. We are currently in 
discussions vith a number of officials on this matter and v i l l vork 
vith the Connonvealth and others to see i f tbe project ia feasible. 

8. Signals; We appreciate the issue of the 60 MRB vs. MHs on 
the R? t P Subdivision. CSX v i l l vork vith the Conmonvealth on 
this issue and determine tbe operational issues associated v i t ^ 
svitching over to a nev system. We v i l l communicate and coordinate 
vith the Department of Rail on these issues. 

I f you have any additional questions or comntsnts, please be 
sure to c a l l me right avay. 

With best regards, 

Sincerely, 

Robert W. Shinn 

cct Jim Dervin 



COMMONWEALTH of V2RQIXIA 
•tc*, 'if • 

LEO J. BEVON OEPARTMENT OF RAIL AND PUBUC TRANSPORT . IRCSU REST; "cEs'-^t 

i'.eptember 5. 1997 

Bill Schafer. Director 
Strategic Planning Department 
Norfolk Southem Corporation 
Three Commercial Place 
Norfolk. Virginia 23510-2191 

Dear Mr. Schafer: 

The Commonwealth of Virginia supports the efforts of NS and CSX to purchase 
Conrail. It is felt that the acquisition can generate many benefits for the citizens and 
businesses. 

As discussed with you, our review has developed some questions and comments 
which we would liki to discuss with the appropriate NS representatives. While realizing 
that some of the issues cannot be resolved, others can be addressed. For those that 
cannot be resolved, NS will have the benefit of knowing the concems and the 
Commonwealth can proceed to either minimize the effect or make plans for ftititre 
actions. 

Attached is a list of the questions and comments for your review. We would like 
to receive NS's responses on each item. 
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A meeting in Norfolk with NS has been scheduled for September 16. 1997, at 
10:00 a.m. at the Virginia Port Authority offices. 

Thank you for your attention to this matter. 

Sincerely, 

cc: Robert E. Martinez 
Shirley Ybarra 
Leo J. Bevon 
J. Robert Bray 
Richard Walton 
James Hayes 
Don McPhersof 
Kevin Page 



COMMONWE.ALTH OF VIRGINIA 
NS/CSX PLUCHASE OF CONTIAIL 

ISSLT-S 
SEPTEMBERS. 1997 

1. Ports - The application reveals Lhat many improvements will be made at ports to 
the north of Virginia. Single line serv ice, the elimination of drayage and 
construction of new or expanded facilities w ill enhance the marketability of those 
facilities. The tables and charts also show that the Virginia ports will not receive a 
major increase or decrease in shipments, except for one ar̂ 'a. That is the 
intennodal ramp. This is shown on Page 456 of Volume 3B. It was understood 
that this may be an error. A correction has not been provided. 

NS has stated that they will not artificially divert freight among ports. 

The advantages gained fi-om the Detroit Route on Page 248 of Voliime 3B are not 
readily apparent. 

The Commonwealth would like to continue working with NS to use its operational 
and physical advantages to increase the use of Virginia facilities. 

2. Inland Port - The premise of the purchase of Conrail is that the parties will divert 
truck loads to longer rail hauls. This will, in effect, elimmate many of the potential 
shipments which are handled by Virginia's Inland Port. Figure C.3-4 on Page 450 
of Volume 3B identifies two trains operating at this location. NS's future 
assistance in identifying potential users of this facility is needed. 

3. Crossings - The increase in the number of trains wi'l affect the state s grade 
crossings. It is proposed that NS provide information as soon as possible so that 
an analysis can be undertaken to identify those locations which can oc considered 
in revising the state's project priorities . Presently the state provides 90 percent of 
the ftinding. In order that the critical needs be addressed, would NS consider 
providing the 10 percent match? 

4. Grade Separations - At this time the Commonwealth is aware of only one structure 
on the Valley Route which could be affected by the number and types of trains 
contemplated. Please advise if there are others. Generally in the past NS has paid 
a major portion of the cost of projects which provides double stack clearances. 



5. Trains - The number of trains on the Walton to Bull Gap section on Page 466 of 
Volume 3B shows an increase of 1,6 trains while it is stated that the tonnage will 
increase by 83 percent. Will the increase be 2 or 4 trains'̂  

6. Shortlines - NS states tiiat they want the shortlines to be profitable. Virginia feels 
that they provide a valuable service. Treated properly they can create U-atTic for 
NS and reduce congestion and damage on local roads. It would be detnmental if 
transloading facilities were to be established at the throat of the shonlines to serv e 
customers located on the shortlines by truck. 

Other specific shortline concems are: 

a. NS predicts a diversion of traffic fi-om the Eastem Shore Railroad on Page 
88 of Volume 2B. On Page 460 of Volume 3 B it is noted that a small 
increase in trains is shown. 

The Commonwealth has worked with Maryland and Delaware to retain this 
line. Contacts were made w ith Conrail in attempts to regain certain traffic 
on the Peninsula and to other Conrail locations. Conrail was not interested 
in the traffic, most of which would be short haul for them. 

We are av̂ are of NS's efforts to assist the Eastem Shore Railroad over the 
long term. Efforts arc also needed in the short term by all parties. 

b. Other shortlines are interested in having access to NS for potential 
customers in the Northeast on Cotu-ail lines which will be purchased by NS. 
They need to discuss rates, interchanges, etc., with NS. Some will have to 
work with CSX in order to reach an interchange with NS. One such 
shortline is the Buckingham Branch Railroad which will have potential 
customers located on the new NS. 

7. Passenger Service - Throughout the documents NS states that there will be no 
adverse impacts on passenger service. From a review of the types of train 
movements, no evidence was found of potential conflicts. The conflicts generally 
arise in mamtenance operations and dispatching. The establishment of dispatching 
for the Washington area for all railroads would be helpfiil. 
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The Commonwealth is concemed about the VRE Commuter Rail operation. VRE 
presently pays a premiimi to retain the second line for capacity reasons. Schedule 
stability is needed to attract riders. We arc aware that NS is meeting with VRE 
conceming their issues. Improvements in the service will alleviate some ofthe 
state's congestion problems. NS's attention to these matters would be appreciated. 

The issues around Manassas need to be resolved. The Commonwealth intends to 
continue working on these matters. 

Also the Commonwealth is studying the feasibility of passenger service to Bristol. 
The sidings identified as needed in the application are the same ones that have 
been identified in the Bristol study. Higher speed turnouts would be needed for 
the passenger service. NS's commitment to identifying the issues, meeting with 
the Commonwealth, and assisting in the early resolution of the study would be 
appreciated. 

Safety - The Commonwealth appreciates NS's dedication to maintenance and 
safety. State representatives have made positive comments conceming NS's 
efforts. It is hoped thai NS's commitment will continue. 

IntermcKlal Terminak - The establishment of intermodal terminals are driven by 
market demand. The Commonwealth has lost several tenninals in the past. The 
state is interested in working with NS in identifying potential new tenninals. 
Access to these terminals is being considered under the Federal Transportation 
Reauthorization discussions. 



RICHMOND INTER.MODAL TERMINAL 

On Sjptember 5. 1997, the Port of Richmond's E.xecutive Director called a meeting of 
local and regional planning officials along wth pnva>,e industry and shipper* to establish a "think 
tank" for developing an intermodal treight terminal irt the RichmondPetersburg region. As a 
result of this meeting, the Richmond MPO is formulatmg an opinion for consideration at its 
October 9, 1997 meeting. If passed, the resolution will be forwarded to DRPT along with a letter 
of request to include the Richmond region's interest in the development of a Regional Rail 
Intermodal Cargo Facility in Virginia's Conrail acquisition comments to the STB. 
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NORFOLK 
SOUTHERN 

B i l l Scha£«r 
Norfolk Southern CorpOfation D i r e c t o r 
Strateflic Planning 
three Commercial P!ac« ' " f " ; 62 9-26 ' ' ' ' 
NoHolk. Virginia 235102191 (757) 533-4884 FAX 
757 629-2887 

October 20, 1997 

Mr. George R. Conner 
Department of Raii and Public Transportation 
1401 East Broad Street 
Richmond, VA 23219-1939 

Dear George: 

This responds to your l e t t e r of SepterrJ^er 5, 1997, and 
i t s attachment, which asked a number of questions concerning 
NS and CSX's proposal to acquire Conrail. We answered most, 
i f not a l l , of these questions i n our meeting i n Norfolk on 
September 16; t h i s i s a w r i t t e n version of what we talked 
about. 

The numbers of the responses correspond to the numbers 
in the attachment to your September 5 l e t t e r : 

1. Ports 
The "decrease" referred to i s not an error, but neither 

does i t r e f l e c t an actual decrease at Norfolk's Portlock 
intermodal ramp. The change i n the number of units 
r e f l e c t s a change i n the way we propose to block containers 
coming i n t o the Norfolk area. Today, many blocks are routed 
to Portlock, although t h e i r ultimate destination i s NIT. At 
Portlock, these units are reblocked for NIT, and the u n i t s 
are included i n the count f o r both Portlock and NIT. In the 
fu t u r e , more blocks w i l l go d i r e c t l y to NIT without the 
reblock at Portlock. In other words, many units are double 
counted today, and less w i l l be double counted tomorrow. 

The new route between Norfolk and Det r o i t , as shown on 
page 248 of Volume 3B of the application, i s shorter and 
faster than the present route. 

2. Inland Port 
We see an expanded role for the Inland Port as a 

domestic intermodal terminal. Advantages include: i t s 
proximity to the Washington metropolitan area, the greater 
number of t r a i n s NS w i l l operate through Front Royal as a 

OoeraiinQ Subsidiaries \n r (n lk .Sou'hwn R»i(w»v Cnmnanxi I Krtt>h Aimi%,incin Ma" i 
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Mr. George R. Conner 
October 20, 1997 
Page 2 

r e s u l t of the Conrail a c q u i s i t i o n , and the f a c i l i t y ' s 
i o c a t i c n on what w i l l be a short, fast , s i n g l e - l m e r a i l 
route between the Shenandoah Valley and the M'.-dwest via 
Harrisburg and Pittsburgh. 

3. Crossings 
At present, the best information we have on the changes 

i n the number of t r a i n s on NS routes m the Commonwealth i s 
i n the Application. 

4. Grade Separations 
This section r e a l l y appears to ask about clearances on 

the Shenandoah Valley Route. NS i s planning to make the 
clearance improvements necessary, as described i n the 
A p p l i c a t i o n , as part of the many ca p i t a l improvements needed 
to implement the Conrail a c q u i s i t i o n . 

5. Trains 
The increase w i l l be approximately two t r a i n s , f i v e or 

six days per week. 

6. Shortlines 
Norfolk Southern has established strong partnerships 

with i t s s h o r t l i n e s . I t i s not our p o l i c y to e s t a b l i s h 
transloading f a c i l i t i e s f o r the purpose of a t t r a c t i n g 
t r a f f i c that otherwis© originates or terminates on s h o r t l i n e 
r a i l r o a d s . 

As we discussed In our m.eeting i n Norfolk on October 7, 
the t r a f f i c diversions from the Eastern Shore Railroad 
(ESHR) shown i n Volume 2B of the Application are probably 
overstated. Most of the t r a f f i c i d e n t i f i e d for d i v e r s i o n 
o r i g i n a t e d or terminated i n the Norfolk area, and i t would 
make sense f o r t h i s t r a f f i c to continue to be routed via the 
ESHR. NS w i l l continue to work with ESHR to i d e n t i f y 
business opportunities that w i l l benefit us both. 

Norfolk Southern's s h o r t l i n e marketing group i n Roanoke 
has been working regula r l y with shortlines i n Conrail 
t e r r i t o r y on rate, interchange and service issues. This 
group w i l l also assist V i r g i n i a shortlines w i t h s i m i l a r 
issues. 
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Mr. George Conner 
October 20, 1997 
Page 3 

7. Passenger Service 
We have discussed with VRE i t s concerns regardi.-.g train 

dispatching in the Washington area. CSXT w i l l dispatch 
Conrail'3 trackage in the District of ColumJoia (assuming STB 
approval), which w i l l simplify VRE's operations into and cut 
of Washington. 

NS w i i l continue to meet with and discuss issues 
concerning the proposed passenger service to Bris»tol. 

8. Intermodal Terminals 
NS's acquisition some Conrail lines w i l l have l i t t l e 

effect on intermodal tx f f i e in Virginia, and NS has no 
present plans to establ-Sh additional intermodal terminals 
m the Commonwealth. 

Norfolk Southern has, in the past, established a good 
rapport with the Virginia Department of Rail and Public 
Transportation. Norfolk Southern commits to continuing this 
worcing relationship in the future tc resolve issues of 
im.portance to us both. We believe that there are many 
benefits to Virginia with the sale of Conrail to Norfolk 
Southern and CSX, and w i l l be grateful for the 
Commonwealth's support for the Transaction at the Surface 
Transportation Board. 

Sincerely, 

B i l l Schafer 

copy: 

Walt Trollinger 
Bruce Wingo 
Steve Eisenach 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

STB Docket No. 33388 

CSX CORPORATION AND CS.X TRANSPORTATION. INC., 
NORFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

- CONTROL AND OPERATING LEASES/AGREEMENTS -
CONRAIL INC. AND CONSOLIDA FED RAIL CORPORATION 

CERTIFICATE OF SERVICE 

1 hereby certify that on this 21" day of October 1997 the Honorable Jacob Leventhal. the 
.Applicants and each Party of Record in this proceeding has been served with copies of the 
attached Comments submitted by the Commonwealth of Virginia, by first-class mail, postage 
prepaid. 

Rcsp^ctkiUy submitted. 
"1 • 

/''I 
Wtiard L. Walton. Jr, 
Senior Assistant Anomey General 
OtTice of the Attomey General 
900 East Main Street 
Richmond, Virginia 23219 
(804)786-1582 

October 21. 1997 
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OrrENHHlMr:R WOLFF & l\^NNELLY BriLssels 

1020 Nineteenth Streel N.W. 
Siiitf 400 
Was'nmt;ti)n, t lC, 20036-6105 

y>,ttW 
FAX (202) 293-6200 

October 21, 1997 

BY HAND DKLIVKRY 

Honorable Vernon A Williams 
Secretaiy 
Surface Tiansportatioii Board 
1925 K Street, N W , Room 700 
Washington, D C 20423-0001 

Re: FiiiaiKC Dockel Nu. 333S8, ( S.\ Corporation and CS.X Transportation, lac, 
Norfolk Southern ('orporation and Norfolk Southern Railway Company — 
C ontrol and Operating Leases/Agreements ~ Conrail inc. and Consolidated 
Kail Corporation — I ransfer of Railroad Line by Norfolk Southern Railway 
Company to CS.X Transportation, Inc. 

Dear Secretary Williams: 

Enclosed you wiil lind an original and 25 copies of Comments and Requests for Conditions 
of Vermont Railway, Inc , (VTR-3) together with a 3 5 inch diskette containing the filing. 

Please contact the undersigned if you have any questions regarding this matter 

Respectfully submitted. 

Paul M Laurenza 

Enclosures 

• 18528 v01 1(m/97 



Hi 
BEFORE THE - ^ 

SURFACE TR.\NSPORTATION BOARI> . ' / 

Finance Docket No 33388 

CSX CORPORATION AND CSX TRANSPORTATION, INC , NORFOLK SOUTHERN 
CORPORATION AND NORFOLK SOUTHERN RAILWAY COMPANY 

- CONTROL AND OPERATING LEASES/AGREEMENTS ~ 
CONRAIL INC AND CONSOLIDATED RAIL CORPORATION -

TRANSFER OF RAILRO.\D LINE BY NORFOLK SOUTHERN RAILWAY COMPANY TO 
CSX TRANSPORTATION, INC 

COMMENTS AND REQUESTS FOR CONDITIONS 
OF VERMONT RAILW AY, INC. 

Dated; October 21, 1997 

Paul M Laurenza 
Edward J Fishman 
Oppenheimer Wolff «& Donnelly 
1020 Nineteenth Stree*. N W. 
Suite 400 
Washington, D C 20036 
202-293-6300 

Counsel for Vermont Railway, Inc. 



VTR-3 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No 33388 

CSX CORPOR.\TION AND CSX TRANSPORTATION, INC , NORFOLK SOUTHERN 
CORPORATION AND NORFOLK SOUTHERN RAILWAY COMPANY 

- CON FROL AND OPERATING LEASES/AGREEMENTS -
CONRAIL INC AND CONSOLIDATED RAIL CORPORATION -

TRANSFER Or RAILROAD LINE BY NORFOLK SOUTHERN RAILWAY COMPANY TO 
CSX TRANSPORTATION, INC 

COMMENTS AND REQUESTS FOR CONDITIONS 
OF VERMONT RAILW AY, INC. 

On October 1, 1997, Vermont Railway. Inc "(VTR") filed a motion for leave to file a notice 

of intent to participate and a notice of intent lo participate in this proceeding In Decision No. 43, 

served October 7, 1997, the Board granted VTR s motion VTR hereby submits its Comments and 

Requests for Conditions regarding the proposed control of Conrail by CSX and NS and the division 

of Conrail's assets between CS.X and NS 

I. Statement of Facts 

VTR is a short-line railroad that began operations on January 7, 1964 Pursuant to ICC 

Finance Docket 22830, dated December 20, 1963, VTR began piggyback trailer operations in 1964 

VTR leased its first trailers in 1967 on account of its inability to secure any useable trailers from 

other carriers. Verified Statement of Don Saylor ("Saylor VS") (Exhibit A\ at 1, 

VTR supplies piggyback trailers to various Class I rail carriers, including CSX 

Transportation, Inc ("CSXT") (one of the Primary .Applicants herein), pursuant to trailer 



interchange agreements VTR's trailers are "railroad" marked, using the "VTRZ" mark assigned 

by AAR, and are operated in the neutral trailer pool in the free running rail system VTR operates 

terminals in St Louis, Missouri and Chicago, Illinois, where VTR trailers can be returned empty by 

the interchange carriers CSXT also is a supplier of piggyback trailers in eompetiiion with VTR and 

various other trailer suppliers Saylor VS at !. 

VTR's current interchange arrangement with CSXT dates back to 198 7 Saylor VS at 1 In 

late April 1997, VTR leamed that representatives of CSX Intermodal, Inc ("CSXI") reportedly had 

individually approached representatives of various large trailer suppliers at a national trade show in 

an apparent effort to interest them in a "new" CSXI trailer use program Saylor VS at 1 VTR also 

leamed that in these discussions CSXI reportedly informed the large trailer suppliers that although 

they would have to make some concessions to CSXI under the new program, the longer-term benefit 

to the suppliers would be the elimination of smaller trailer-supplier competitors VTR, a smaller 

trailer supplier, was not a party to any of these reported discussions Saylor VS at 1-2. 

VTR is also aware that CSXT, through its trucking operations, has been aggressively 

soliciting intennodal customers in New England, including VTR's customers in Vermont. Saylor VS 

at 2 

By letter dated May 15, 1997, CSXI notified VTR that CSXl would be implementing its new 

trailer program on August 1, 1998 Any trailer equipment owner which did not sign up for the new 

program would not be offered an interchange agreement. Non-interchange trailer suppliers would 

remain free to continue to move their equipment on CSXTs network, but would not be compensated 

for any such movement Sayior VS Attachment 1 



By letter dated June 3, 1997, CSXI sent XJR another notification letter, substantially similar 

to the May 15 letter, except for the conspicuous difference that the June 3 letter ad\ anced the 

effective date ofthe program one year, from August 1, 1998 to August 1, 1997 Saylor VS 

Attachment 2 No explanation was provided for this change Saylor VS at 2 

After numerous unsuccessful efforts by VTR to resolve this matter, CSXI notified VTR by 

letter dated September 7, 1997 that CSXI would terminate the VTR-CSXT Interchange Agreement 

on October 1, 1997 Saylor VS Attachment 3 However, VTR leamed from various shippers that 

CSXI had notified them that the new program would not take effect until December 1, 1997, and 

that various provisions of the program difTcred from those contained in the notice to VTR Saylor 

VS at 2 After VTR counsel wrote to CSXI requesting clarification of the termination notice, CSXI 

counsel on September 26, 1997 informed VTR counsel lhat the termination would now take effect at 

the "end of November " Saylor VS Attachment 4 

VTR has been and continues to be engaged in negotiations with CSXI pertaining to the 

continuation of the interchange agreement between VTR and CSXT, but does not know at this point 

what the outcome of these negotiations will be Saylor VS at 3. 

II. Comments on Impact of Transactions Contemplated by Primary .Application 

The pending termination, if not resolved by negotiation with CS.XI,' means far more than the 

loss of substantial per diem revenue to VTR The termination will not only eliminate VTR from the 

trailer equipment supply business, but will permanently preclude VTR fi-om expanding its TOFC 

business or entering the COFC business Given operational realities, the interiinkage of CSXT's rail 

' CSXT is the legally responsible party for the actions taken and threatened against VTR The 
Interchange .Agreement is between \'TR and CS.XT (Saylor VS at 1). and the official notice of 
termination to \TR was signed by an official of CS.X1, "as agent for CSX Transportation, Inc." 
Saylor VS .Attachment 3 



lines with other carriers' lines means that any equipment supplier which does not have an interchange 

agreement with all the major rail carriers, including CSXT, cannot remain in the trailer equipment 

supply or TOFC business or enter the COFC business Major carriers often will require blocks of 

trailers for various shippers If a V I R trailer is included in that block (as is often the case) and the 

VTR trailer ends up on a CSXT Ime, without an interchange agreement with CSXT the rail carrier 

delivering the trailer to CSXT would be responsible for the per diem compensation and damage or 

loss due to collision or theft until the trailer is retumed <o a subscribing carrier that has an 

interchange agreement with VTR Faced with this unaccep. "̂ 'e prospect, carriers will simply refuse 

to accept VTR trailers unless VTR has an interchange agreement with CSXT Indeed, VTR has 

already been contacted by various carriers expressing concem over the possibility that VTR will not 

have an interchange agreement with CSXT Saylor VS at 3 The merger will even more surely 

guarantee this inevitable result as CSXT's control of rail lines will expand as a result of its 

acquisition of its share ofthe Conrail lines and related assets Also, as a practical matter, CSXT will 

not report interchange receipt or delivery of VTR trailers on its lines VTR thus will be unable to 

effectively manage its units in other parts ofthe country Saylor VS at 3. 

CSXT has attempted to avoid criticism regarding the anticompetitive nature of its intended 

action by allowing a terminated trailer supplier to continue to use CSXT's lines but at no per diem 

cost to CSXT This transparent attempt to circumvent "essential facilities" proscriptions is of little 

consequence legally and of no meaningful help to VTR. Access to CSXT's lines and the larger rail 

network must mean effective access and, for the reasons discussed above, effective access in this 

context requires the existence of an interchange agreement with CS.XT Absent sucii an agreement, 

\ ' l R simply cannot survive as a trailer equipment supplier 



CSXT ciearly envisiontd the anticompetitive effect of its scheme as it prepared to announce 

its new program CSXT solicited t'.e support of the largest trailer equipment suppliers by advising 

them that while some short-term sacrifice would be required to meet CSXT's program conditions, in 

the longer run the program would benefit the larger suppliers (including CSXT itself) by eliminating 

their smaller competitors Given its undeniably critical position as a major link in the rail system, 

CSXT's attempt to enlist the support of other large trailer equipment suppliers, which are both 

suppliers to and competitors of CSXT, in a plan to eliminate smaller competitors smacks of a classic 

per se antitrust conspiracy This is not a case where a firm simply refuses to deal with a new supplier 

or customer Here, a firm with critical gatekeeper control over access to an essential facility has 

decided, in consort with others, to deny effective access to a smaller competitor which has had a 

long-standing and clearly dependent reliance on its arrangement with that gatekeeper. 

The implications of CSXT's anticompetitive actions are highly relevant in the context of this 

merger evaluation First, as noted above, CSX's acquisition of Conrail assets gives CSX even 

greater power to exclude smaller suppliers and competitors such as VTR from the rail network to 

which competitive access is essential Second, CSX and NS have urged that the Board approve this 

merger because it will substantially enhance intermodal competition, in particular by shifting more 

truck traffic to rail carriage CS.XT s new program and its resulting termination of smaller 

competitors such as VTR threatens exactly the opposite result as the elimination of VTR will force 

its existing TOFC traffic to highway altematives. 

This result is neither unforeseen nor unintended by CSXT As indicated in the Saylor 

Veritied Statement, CSXT s representatives have been vigorously seeking rail business fi-om VTR 

customers in Vermont If the loss of VTR's trailer equipment business weakens or eliminates VTR 



as a raii carrier in New England - a market CSXT has targeted - the resulting shift of raii to truck 

traffic would further benefit CSXT This point is especially relevant since the state of Vermont has 

been investing in and otherwise promoting efforts to increase both passenger and freight rail traffic in 

the state in order to alleviate growing highway congestion and resulting adverse environmental 

consequences As a major rail carrier in Vermont, VTR is well-positioned to play an important role 

in this effort, including making potential investments in additional trailer facilities in Vermont, but 

obviously will be precluded from doing so ifit is driven fi-om the trailer business by CSXT's tactics 

Saylor VS at 4 Given that truck-to-rail diversion has been proffered by CSX as a major benefit to 

and rationale for the proposed merger, the Board should look carefijlly at CSXT's new program and 

its likely consequences for intermodal competition, in the context of the proposed merger, and 

should impose the conditions requested belov to insure that CSXT's program does not operate 

anticompetitively or otherwise to the detriment of the public. 

III. Request for Conditions 

The Board interprets Section 11324(d) to require the imposition of conditions if the 

consolidation may produce effects harmful to the public inf^rest (such as a significant reduction of 

competition in an affected market), the conditions to be imposed will ameliorate or eliminate the 

hamiful efTects, the conditions will be operationally feasible, and the conditions will produce public 

benefits (through reduction or elimination of possible harm) outweighing any reduction to the public 

benefits produced by the merger 

In order to ameliorate the harms to VTR. explained above, VTR requests that the Board 

condition the consummation of the transactions contemplated by the Primary Application by 

requiring CSXT to arbitrate trailer per diem rates and other terms and conditions for use of the VTR 



trailers in accordance with the Trailer Arbitration Procedure attached hereto, or with a similar 

arbitration or dispute resolution procedure established by the Board. 

To the limited extent necessary to grant this condition, VTR also requests that the Board 

partially revoke the TOFC/COFC exemption in order to require (i) mandatory interchange of VTR 

trailers and (ii) imposition of the Trailer Arbitration Procedure attached hereto See 49 CFR 

§1090, Rail Exemption Misc Agricultural Commodities, 8 ICC 2d 674 (1992), affd sub nom Mr 

Sprout, Inc v. United States, 8 F 3d 118 (2d Cir 1993), cert denied. 512 U S , 114 S, Ct. 2675 

(1994) The partial revocation of the TOFC/COFC exemption is clearly justified CSXT's 

anticompetitive actions demonstrate that regulation of its trailer per diem practices with respect to 

VTR is necessary to carry out the transportation policy and protect shippers from abuse of market 

power 49 U.S.C, §10502 Moreover, the Board (then the Commission) has expressly recognized 

that class I carriers cannot make "imprudent unilateral decisions regarding the interchanî e of 

equipment with class III carriers The Conmiission has an affirmative duty to help keep the playing 

field level between class I and class III carriers, and we will take action, when appropriate, to fulfill 

that obligation " Decision No. 40774, American Rail Heritage, LTD D/B/A Crab Orchard & 

Egyptian RR. served June 16, 1995, at 5 

VTR's proposed Trailer Arbitration Procedure is modeled after the AAR /Vrbitration Rule on 

Railroad Car Hire Compensation, as approved under 49 USC § 10706. 

The proposed arbitration rule would require CSXT and VTR to negotiate in good faith to 

establish the terms and conditions of a Trailer Interchange .Agreement covering the VTR trailers If 

after ninety (90) days, the parties were unable to reach a satisfactory agreement covering the VTR 

cars, either party would have the right to submit the terms and conditions to the American 



.Arbitration .Association ("AAA") for arbitration The proposed arbitration rule would require the 

arbitration process to be concluded and a decision to be rendered within ninety (90) days after the 

receipt by the A.AA ofthe demand for arbitration or sixty (60) days after the appointment of an 

arbitrator, whichever is later 

VTR is proposing a simple and expec*iiious process for insuring that CSXT pays a market 

rate for the use of VTR trailers The proposed condition would not require CSXT to pay an 

artificially high trailer rate to VTR or give VT1> terms more favorable than those given to other 

suppliers of trailers Because the proposed condition would result in expeditious resolution of any 

dispute between CSXT and VTR and because it would be based upon the market value of VTR's 

trailers. VTR submits that the proposed condition is narrowly tailored to alleviate the identified harm 

and will not interfere with the public benefits of the merger. 

Respectfully submitted. 

Dated October 21, 1997 

Paul M Laurenza 
Edward J Fishman 
Oppenheimer Wolff & Donnelly 
1020 Nineteenth Street, N W 
Suite 400 
Washington, D C 20036 
Tele (202) 293-6300 
Fax: (202) 293-6200 

Counsel for Vermont Railway, Inc. 



CSXT/VTR ARBITRATION PROCEDURES COVERING 
USE OF VTR'S TOFC TRAILERS 

Definitions As used in these procedures, the following terms shall have the following 

meanings: 

A. Arbitration award The decision of an arbitrator as to the Trailer per diem rate 

determined pursuant to arbitration under section II herein. 

B. Arbitrator An arbitrator selected pursuant to section II A 2 herein 

C. Trailer A VTR-owned or controlled vehicle used in trailer on freight car service 

constructed for the transport of commodities from point to point by highway, 

equipped with suitable permanently affixed undercarriage and wheels and with a 

device for coupling to a self-powered tractor for movement 

D. CSXT: CSX Transportation, Inc, and its agents for all purposes related to the use of 

Trailers owned by other rail carriers 

E. VTR Vemiont Railway, Inc and its agents for all punioses related to the use of 

Trailers owned by other rail carriers. 



I I . Nf>£otiatipn and Arbitration Process. 

A. Whenever CSXT proposes to change a rate, term or condition regarding use of 

Trailers, it shall attempt to negotiate an agreement with VTR If after good faith 

negotiations for a period of 90 days, CSXT and VTR are unable to reach agreement 

on a rate, term or condition regarding use of Trailers, either party may submit the 

issues in dispute to arbitration in accordance with the following procedure: 

1. A party initiating arbitration shall submit Demand for Arbitration using AAR 

Trailer Hire Arbitration Form 1, to the American Arbitration Association and 

shall deliver a copy of such Demand for Arbitration by certified mail, return 

receipt requested, to the other party The Demand for Arbitration shall 

include a precise description of the Trailers at issue 

2. All disputes shall be heard and determined by one arbitrator who shall have 

experience in arbitrating complex matters of a magnitude similar to the matter 

in dispute The American Arbitration Association shall appoint an arbitrator 

within 30 days cf its receipt of the Demand for Arbitration submitted pursuant 

to section II A 1 herein. 

3. Within 30 days after the receipt by the other party ofthe Demand for 

Arbitration each party .shall send a confidential statement, including any 

supporting materials, to the arbitrator setting forth any evidence and argument 

in support of its position A copy of such statement shall be delivered to the 

other party by certified mail, retum receipt requested Each party shall be 
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given 30 additional days in which to submit a reply statemem to the arbitrator 

A copy ofthe reply statement, if any, shall be delivered to the other party by 

certified mail, retum receipt requested 

4. The arbitrator shall select the best and final offer that is closer to the fair 

market rental value of the Trailers at issue as determined on the basis of 

evidence of comparable arm's-length transactions involving any combination 

of railroads, shippers or other parties The term "fair market rental value" 

shall not be interpreted to favor the economic interests of either CSXT or 

VTR and is intended to reflect value to both CSXT and VTR 

5. The arbitrator shall consider any relevant evidence The arbitration award 

shall be final and binding on the parties and shall be delivered to each party 

within 5 days of the decision ofthe arbitrator The arbitrator shall not render 

an opinion, comment, or any other statement conceming the award. 

6. At the request of either party, and for good cause shown, the arbitrator shall 

provide for the confidential treatment of commercially sensitive information. 

7. The arbitration process shall be concluded and a decision rendered within 90 

days after the receipt by the American Arbitration Association of the Demand 

for Arbitration or 60 days after the appointment ofthe arbitrator, whichever is 

later 

8. The Trailer hire rate established by an arbitration a\* ard shall remain in effect 

until a new rate is established by a bilateral agreement or by a subsequent 
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arbitration award, provided, however, that the new rate established by a 

subsequent arbitration award shall not take effect until the rate established by 

the previous arbitration award has been in effect for a period of one year. 

9. The parties shall share equally the first $2,000 incurred for the administrative 

fees and expenses of the American Arbitration Association and for the fee of 

the arbitrator The party whose rate is not selected by the arbitrator shall bear 

such fees and expenses in excess of $2,000 

10. A party to an arbitration may petition the appropriate court for enforcement 

or review ofthe award in accordance with the United States Arbitration Act, 

9 u s e § 1 et seq Pending judicial review, the rate in effect shall be the rate 

established by the arbitration award 

4 -
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EXHIBIT A 

Verified Statement 

of 

Don Saylor 

My name is Don Saylor and 1 am Vice President, Intermodal, Vermont Railway, Inc 

("VTR") I have been responsible for VTR's intermodal operations since 1976 

Background 

VTR is a short-line railroad that began operations on Januar>' 7, 1964 Pursuant to ICC 

Finance Docket 22830, dated December 20, 1963, VTR began piggyback trailer operations in 1964 

V I R leased its urst trailers in 1967 on account of its inability to secure any i .seable trailers from 

other carriers 

VTR supplies piggyback trailers to various Class I rail carriers, including CSX 

Transportation, Inc ("CSXT") (one ofthe Primary Applicants herein), pursuant to trailer 

interchange agreements VTR's trailers are "railroad" marked, using the "VTRZ" mark assigned 

by AAR. and arc operated in the neutral trailer pool in the free running raii system VTR operates 

terminals in St Louis, Missouri and Chicago. Illinois, where VTR trailers can be returned empty by 

the interchange carriers CSX'f also is a supplier of piggyback trailers in competition with VTR and 

various other trailer suppliers 

VTR's current interchange arrangement with CSXT dates back to 1987 In late April 1997, 

VTR learned that representatives of CSX Intermodal, Inc ("CSXl") reportedly had individually 

approached representatives of various large trailer suppliers at a national trade show in an apparent 

ctTort to interest them in a new CS.XI trailer use program VTR also learned that in these discussions 

CSXl reportedly informed tho large trailer suppliers that although thev vvould have to make some 



concessions to CSXI under the new program, the longer-term benefit to the suppliers would be the 

elimination of smaller trailer-supplier competitors VTR, a smaller trailer supplier, was not a party to 

any of these reported discussions 

VTR is also aware that CSXT, through its trucking operations, has been aggressively 

soliciting intermodal customers in New England, including VTR's customers in Vermont 

By letter dated May 15, 1997, CSXI notified VTR that CSXI would be implementing its new 

trailer program on August 1, 1998 Attachment 1 Any trailer equipment owner which did not sign 

up for the new program would not be offered an interchange agreement Non-interchange trailer 

suppliers would remain free to continue to move their equipment on CSXI's network, but would not 

be compensated for any such movement 

By letter dated June 3, 1997, CSXI sent VTR another notification letter substantially similar 

to the May 15 letter, except for the conspicuous ditTerence that the June 3 letter advanced the 

etTective date of the program one year, from August 1, 1998 to August 1, 1997 Attachment 2 No 

explanation was provided for this change 

After numerous unsuccessful efforts by VTR to resolve this matter, CSXI notified VTR by 

letter dated September 3, 1997 that CSXI would terminate the VTR-CSXT Interchange Agreement 

on October 1, 1997. Attachment 3. However, VTR leamed from various shippers that CSXI had 

notified them that the new program would not take effect until December 1, 1997, and that various 

provisions ofthe program differed from those contained in the notice to VTR After VTR counsel 

wrote to CSXI requesting clarification of the termination notice, CSXI counsel on September 26, 

1997 informed VTR counsel that the termination would now take place at the "end of November," 

Attachment 4 
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VTR has been and continues to be engaged in negotiations with CSXI pertaining to the 

continuation ofthe interchange agreement between V I'R and CS.X I , but does not know at this point 

what the outcome of these negotiations will be 

Impact of CSX I's New frailer Program 

The pending termination, if not resolved by negotiation with CSXI. means far more than the 

loss of substantial per diem revenue to VTR fhe termination uill not only eliminate VTR from the 

trailer equipment supply business, but will permanently preclude VTR from expanding its TOFC 

business or entering the COFC business Given operational realities, the mterlinkage of CSXT's rail 

lines with other carriers' lines means that any equipment supplier which does not have an interchange 

agreement with all the major rail carriers, including CS.XT, cannot remain in the trailer equipment 

supply or rOFC business or enter the COFC business Major carriers often will requ-re blocks of 

trailers for various shippers If a VTR trailer is included in that block (as is ot\en the case) and the 

VTR trailer ends up on a CSXT line, without an interchange agreement with CSXT the rail carrier 

delivering the trailer to CS.X 1 would be responsible for the per diem compensation and damage or 

loss due to collision or theft until the trailer is returned to a subscribing carrier that has an 

interchange agreement with VTR Faced with this unacceptable prospect, carriers wiil simply refuse 

to accept V FR trailers unless VTR has an interchange agreement vvith CSXT Indeed, VTR has 

alreadv been contacted by various carriers expressing concern over the possibility that VTR will not 

have an interchange agreement with CSXT .Also, as a practical matter. CS.XT will not report 

interchange receipt or deliverv' of V I R trailers on its lines V TR thus will be unable to effectively 

manage its units in other parts ofthe country 

In addition. CSXT's representatives have been vigorously seeking rail business from VTR 

customers in Vermont Ifthe loss of VTR's trailer equipment business weakens or eliminates VTR 
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as a rail carrier in New England - a market CSXT has targeted - the resulting shift of rail to truck 

traffic would further benefit CSXT I would also note that the state of Vermont has been investing 

in and otherwise promoting efforts to increase both passenger and freight rail traftic in the state in 

order to alleviate growing highway congestion and resulting adverse environmental consequences. 

As a major rail carrier in Vermont, VTR is well-positioned to play an important role in this efTort, 

including making potential investments in additional trailer facilities in Vermont, but obviously will 

be precluded from doing ,so ifit is driven from the trailer business by CSXT's tactics. 

Conclusion 

CSXT's proposed trailer progiam will eliminate V FR as a trailer equipment supplier, will 

result in an increase in highway trafTic in New England over what it otherwise would be, and will 

eliminate VTR 's ability to contribute to the reduction of such traffic through enhanced rail traffic. 

• W t X : 18490 v01 1(V17/97 



ATTACHMENT 1 

•CLLSOUTM r a « « « 

IKTERMODAL — • '•• "̂<-«.»«"» muoa.«,„» 

o , May 15. 1997 
M. Don Saylor ' 
Vice President - Intermodal 
Vermont Railway 
1717 Dixie Highway, Suite 380 
Covington, KY 41011 

Dear Don: 

As you know, the intermodzl business is vigorously competitive CSXI's viability 
as an intermodal earner depends on its ability to provide efficient, cost effective service 
that IS compeutive with the services of other intermodal carriers, trucks and other 
transportation providers. CSXI's competitiveness, and thû  its ability to seivice il» 
custorners. has been jeopardized by substantial increases in rail trailer equipment costs ' 
over the past several years. CSXI thus has no altemative but to attempt to reduce its 
equipment costs. ^ "̂ ûv-c u> 

effective''^? ' ^ l l Z T h ' t ' ' ' ' ' ^P'^^"* eaective August 1 1998. The objective of this program is to reward those trailer vendors 
who are able to reduce per diem charges, provide more competitive trailer rem^ ter̂ ^̂ ^̂ ^̂^ 
and olher̂ vise work with CSXI to reduce trailer costs. All interchange holders wS have 
an opportunity to bid on this program. The equipment owners who m^tTeTromm ^ 

pTrtid'7 T n S t " ' ^^"'^-"^ owner"^^^^^^^^^^ 
participate m this cost reduction program will not be offered and Interchange Agreement 

CSX^iii . . ' P r ' I ' ' ' "̂"'̂ '̂ ^ ^̂ ^̂ ^ applicable AAR lies 

conveniln?"'? '° P'"̂ ^̂ '" ^̂ '̂ ^ YOU at your earliest 

Sincerely, 

Val T. Noel 

General Manger. Equipment 
VTN/djk 
Enclosure 



c s x INTERMODAL 

RAIL TRAILER 
SUPPLIER 
PROGRAM 



RAIL TRAILER 
SUPPLIER DISCUSSION ITEMS 

- COST 

• HIGH PREDICTABnjTY OF EQUIPMENT COST 

• P ™ l F ° n ^i^i n ^ " " ' ^ " E N C E S ™ E MOVEMENT OF 
PREFERRED TRAILER MARKS ON CSXI'S NETWORK 

• CUSTOMER RESPONSE, IF ANY. WILL BE HANDLED 

• '̂ ON-PREFERRED MARKS TO MOVE ON r<!vr.<: NETWORK AS PRIVAIE EQUIPI^NT^ »0 MOVE ON CSXI S 

• REVIEW GROUND RULES FOR A PREFERRED-nUILER MARK 



RAIL TRAILER INTERCHANGE 
GROLTVD RULES 

S ^ ^ f ^ " ^'^'^P^^'' ^ geographic areas to mclude the 
Northeast, Southeast. Florida. Midwest and Chicago wTt^^eement on 
quantity. - Equipment held wtlf be ntairttaitted m l o a l ^ 

for the drayage cost when we tenninate ĉsponsioic 

• SXX^^^^ "̂ '̂ '̂  ̂  ^ —on is 
- Agreed to equipment quantities will be held on our tenninals at 

tennmatton pomts. Any equipment beyond that quantity will be 

- 5>tandardizediace and tune charges. 

PerDiemRate - Mus, be at or below ,he CSXI benchmark We. 



ATTACHMENT 2 

INTEBJyffODAI. 

June 3. 1997 

Mr. Don Saylor 
Vermont Railway 
1717 Dixie Highway, #380 
Covington, KY 41011 

Dear Don; 

IQ07 i;^^^*^™^'^^' be implementing a new trailer program effective Auizust I 

plan .hr« hundred -er.,; however, under^ M M R S CsT^^^^^ 
respo„.,ble for per die,,, charge, o„ .,ch equ^en, while iH, c„ c f x i t n l o r t 

x.ar.̂o.o%orr.-iz-:̂^̂^̂^̂^ 
Sincerely, 

VTN/djIc 

ValT Noel 
General Manager Eqaipment 



ATTACHMENT 3 

.ls.r.mvimmt 

September 3. 1997 

VIA TELKf;opiER f«(t2/658-2SS3) 
CERTIFIED MAIL^ RETTmN 
RECEIPT HEOUESTED 

Vennont Railway, Inc. 
1 Railway Lane 
Burlington. Vermont 05401 
Attention: Mr. Dan Stdn 

VIA TEI .FrnP . R (606/331-823^ 
CERTIFTED MAIL. RETf m V 
RECEIPT REQUESTED 

Vermont Railway, Inc. 
1717 Dbde Highway, Suite 380 
Covington, Kentucky 41011 
Attention: Mr. Don Saylor, 
Vice President - Intermodal 

Re; Agreement for Interchange of Trailers dated as of December 1 1987 by and 
between Vemiont Railway, Inc. and CSX Transportation, Inc. (the "Agreement") 

Ladies and Gentlemen: 

T»xt ^ ' T * " termination of the Agreement cffccUvc a$ of 11 59 
P.M. on September 30. 1997. In accordance with the provisions of paragraph 14 of the 
Agreemem. you must initiate the retum of any CSX trailers in your possession within fortv-eight 
(48) hours of receipt of this letter. We will initiate the retum of all VTR trailers to you within Siis 
same limelrame 

r . ^ , .̂!'̂ '̂ . P'"^^^ directions as to home destination for the return of the VTR trailers Any 
trailers in your possession under the Agreement may be retumed to any CSX Intermodal 

enninal. In cffcctmg the temiination of th= Agreement and the return of each party's trailers 
iransportation, mamtenance and repair and other charges shall be allocated between the parties iil 
accordance with the provisions ofthe Agreement 

Thank you for your prompt attention in this matter. 

Very truly yours, 

CSX Intermodal, Inc., as agent for 
CSX Transportation, Inc. 



ATTACHMENT 4 

ScptaEDber26,1997 

Kevin M. Sheys, Esqidie 
OppoLhetmer Wolff £ Donoeliy 
1020 Kmeteenfli Street N.W. 
Satte400 
WMli ingtoD.DC 20036-̂ 105 

RE: CSXI/VermnmR/rili^ 

Dear Mr. Sheys: 

This wfll e<xjfinn our iriephone conversation of April 24 
that CSXI has withdrawn its tennmatjon of tiicAgrcemait as of tte it 
is ocpectcdthtt termination will DOW take place at the end of November. Notice tothat 
elibct win be issued when •pprt̂ niafie. 

If you have any questions, feel &ee to oil m& 

Very truly yoi 

Mark S Ho 

MSH:pkw 

«* TOTAL PflGE.001 «* 



VLRlFieviION 

St.iro of Kentucky 

Count) of Kenton 
SS: 

Don Saylor. being duly sworn, deposes and says tliat he is (he Vice-President. Intermodal, 

Vernion. Railway. Inc., that he is aulhonzec lo verily the foregoing Commeuts and Request, for 

C (u..M«iu.,s or\ t.r„,»nt KHilnay, loc {' C omments and Conditions") on behalf of Vermom 

Railvvaj . hu:. thai he has read the foregomg Conimenls and Conditions, a 

llicifin ,irc true as stated 

^ / 

and that tlie facts asserted 

Don Savior 

Sl 'BSCR!Hi;i) AND SWORN to 
before me t h i s d a y of Ot tuher. 1997. 

Notary VwU iy \ 

My Co:iimi^sion expiies: ;,0MMi55i0N E.FIPFS .UN; 

• WUC laSlOvOI 10/23/97 

T'JTHL P .01 



CERTIFICATE OF SERVICE 

1 hereby certify that on this 21st day of October, 1997, a copy of the foregoing Comments 

and Requests for Conditions of Vermont Railway, Inc. (VTR-3) was served by fir.st class mail, 

postage prepaid, upon all Parties of Record on the Service List. 

PAUL M LAURENZA ^ 

•WtX;: 18280 vOI 1(V21/B7 
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C S \ (ORPORATION AND ( S \ TRANSPORTA HON. IN( .. NORFOLK SOITHERN 
( ORPORA I ION AND NORFOLK SOI THERN RAH.VN A^ ( ()MPAN^ - CONTROL 

AND OPERATINt; L E A S E S / A ( ; R E E M E N IS - (ONRAIL. IN( . AND (ONSOLIDATED 
RAIL (ORPORATION 

Comments and Requests for ( onditions 

by Ihe 

GENESEE I RANSPORTATION ( O l N( IL. 
R()( HES I ER. NEW ^ORK 

Comes now II Douglas MidkilT, ofthe Genesee Transportation Council, Rochester, New York, 

hereinafter referred to as the GTC, and submits, as a verified statement, the following comments 

and rajuests for conditions in the above described proceedings I have been authorized by the GTC 

Policy Committee' to represent the GTC before the STB I vvill use "(iTC" as the required acronym 

I. Ugal Name and Domicile 

(ienesee I ransportation Council, 65 We.' Broad Street. Suite 101. Rochester, NY 14614-2210, 

telephone (710)232-6240. fax (71())262-.> 106 I nc I'-niail address is gtcmpo(« frontiernet net 

' riio iiicinbcrship ol tiic ( i l l Tolus (. oininiltei.' i> conipDsctI ol cLvlcd oi appoiiitai rcprcscnlaliv cs Irom 
various govcniniciilal agencies in tlic ic>!ion Sec Appcndiv I lor a list ol the members 
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2. Qualifications of \\iliiess 

I have been in the transportation business for 55 years, beginning with mv employment in 1942 as 

a freight house clerk with the Norfolk & Westem Railway (N&W) in Pulaski, VA After three years 

in the Army during WW II . I returned to the N&W as a call boy and yard clerk in Pulaski and 

Bristol, VA-TN I was subsequentlv recruited by the Marketing and Sales Division of the Southern 

Railway and was assigned to sales offices in Bristol, Knoxville Chicago, and San Francisco 1 was 

employed as Commercial Agent for the Southern Railway in Bristol when I was recruited by 

Eastman Kodak Company's Chemicals Division in Kingsport. TN. which is now a separate 

company named tastman Chemical Company I worked as a transportation manager for Eastman 

Kodak in Kingsport for 27 years, where, among other things, I was responsible for all rate matters 

and negotiations and the evaluation of the transportation features of potential plant sites and 

disttibution warehouses 1 also handled Chemicals Division transportation regulatory matters, such 

as hazardous materials regulations with the Department of I ransportation and trucking authority 

support with the Interstate Commerce Commission In 1982, I was transferre to Kodak's corporate 

headquarters in Rochester, where I served as Director of Rates and Regulations in Kodak's World-

Wide Transportation Department, where, among other duties, I had tht responsibility for the 

evaluation of rail service and for negotiation of rail rates and contracts 

During mv time at Kixlak in Kingsport and Rochester, I was the Company's corporate representative 

to the Distribution Committee of the Chemical Manufacturers Association (CM.A), where I served 

as chairman of the Ri'.il Committee and later as vice chairman and chairman of the full CMA 
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Distribution Committee I. with others, led the CMA in its support for passage of the Staggers Act 

During the same period. 1 also served as an active member ofthe Rail ( ommittee ofthe Nation̂ ' 

Industrial Iransportation League After retirement from Kodak, I operated a transportation 

insulting business, with Kodak and area industrial development agencies as my principal clients 

I joined the Central StalTof GTC in IW3 1 am employed as a fransportation Specialist, with 

responsibility for the planning the movement of gcwds to. from, and within the GTC region 

3. Description of the GTC Planning Region 

The GI C is the Metropolitan Planning Organization (MPO) for nine counties in Upstate New York, 

consisting of Genesee, '..iv ingston, Monroe, Ontario, Orleans, Seneca, Wayne, Wyoming, and Yates 

counties (See map in .Appendix II) The 1990 population of the nine-county region- was 1,161,470 

All but Seneca Wyoniing. and Yales coumies are included in the Rochester Metropolitan Statistical 

Area (MSA) The Rochester MSA is ranked No 38 among the top 50 MSAs in the nation, with a 

1995 population of 1,088,516 Some of the other cities and towns in the (JTC region, besides 

Rochester, that originate and terminate rail traffic are .Albion, Arcade, Avon, Batavia, Brighton. 

Brockpoil, Canandaigua, ( iiili, Clyde, Farmington, Gates, (ieneva. (jreece, Henrietta, l akeville, 

Leroy, Lyons, Macedon, Medina, Newark. North Java. Palmyra, Penn Yan, Pittsford, Scottsville, 

Shortsville, Webster, Williamson, and Victor 

According to the New York State Labor Department, the civilian labor force in the reuion was 

W hcrcv CI liic term i . oion is used in Uiis docuiiiciii. il iclcis lo liic lunc-couiitv region shown on tlic iua}> 
in Appendix II 
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580,300 in 1994 There are approximately 25,520 business establis hments in the region, of which 

1,710 are manufacturing businesses, with 64° o of those located in Monroe C junty This includes 

the internationally known finns of Hastman Kodak Company, Xerox, Bausch & Lomb, Ciarlock Inc , 

the Gleason Corporation, Johnson & Johnson. ITT Automotive Electrical Systems, the General 

Motors Dciphi Division, and (lould; Pumps Other regional firms are the Archer Daniels Midland 

Distribution Facilities, (ienesee Brewery, Victor Insulators, Sweetene .s Plus, Jones Chemical, Kraft 

Foods, Canandaigua Wine, Mobil Chemical. Genesee Leroy Stone, and Seneca Foods. 

A major part ofthe economic activity in the Region is tied to exports According to figures supplied 

by the Greater Rochester Metro Chamber of Commerce, which surveyed its more than 2,000 

members and compared the results with U S Department of Commerce figures, the nine-county 

greater Rochester area is the number one exporter, on a per capita basis, of manufactured goods and 

serv ices in the nation With an estimated value of $14 billion in 1996, the nine-county GTC region 

exports more than 39 ofthe Nations 50 states and is among the top 10 exporting areas in the 

countrv 

4, Pescrij/tion oLExisting Rail Sgrvicy 

Because ofthe manv high tc\;h firms in the area, as opposed to the smokestack " industries of many 

ci'ies of the Northeast and Midwest, the major percentage of the freight tratTic shipped in and out 

ofthe region moves via truck The Rochester area has excellent truck and air freight service, with 

numeious trucking firms of every description, but there is a class of tratTic that cannot be handled 

by truck, hence, freight service in the GTC region is not complete without good i>:il service. 
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Acwrding to TRANSLARCt.' DA I' A supplied bv Reebie .AsscKiates, Cireenwich. CT. the railroads 

handled 3,927,285 tons in and out ofthe region in h'95 Using the Association of American 

Railrtiads (AAR) average of 89 tons per car. this is the equivalent of 44,127 carloads to and from 

the region, consisting of 29,004 carioads inbound and 15.123 carloads outbound While this is less 

than the truck tonnage, the commodities handled by the railroads are of significant importance to 

the area For example, over one and one-half million tons of coai move via rail to the electric 

generating plants in the nine-county region Several of industries, such as Eastman Kodak, also 

receive large volumes of coal and other bulk raw materials and supplies by rail This tratTic cannot 

be economically handled by any other mode Thus, rail service is a critical comfxment of the 

Rochester economic picture 

The dominant rail carrier in the CTC region is ConraiP The Conrail Main Line\ the former New 

York (̂ entral Water Level Route between New York City and ButTalo, crosses the region from east 

to west through Wayne, Monroe, and (ienesee counties In addition to six to eight Amtrak trains 

operated daily, this line handles approximately 50 freight trains per day. with an estimated annual 

gross tonnage of approximately 70 million tons Ten to twelve freight trains stop to pick up and 

deliver in Rochester, but no ran intermodal traffic is loaded or unloaded in Rochester Despite 

kctcrcnccs to I onrail' in Ihis doeuincnl means t oniaii, Inc and C onsolidated Raii ( orporation 
Kclcrciiccs lo AppliciUils rclcrs lo t S.\ I oq)<)ialion and I SX 1 ranspoilalion, inc. «hich arc icterred lo as 
C S.X. and lo Nortolk Soullieni t oiporation and Nortolk St)uthem Railwav C ompanv which are relerred lo 
as NS 

* I 'nd the agreement announced by ( S\ and NS. CS.X woulJ o-vrale this roaie 
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objections from local shippers, Conrail removed its intermodal facilities from Rochester in 1992-

Conrail's Southem Tier Line (the former Erie Railroad route)'' between ButTalo and Croxton Yard 

in Newark, NJ, runs through the st>uthem portion of ihe GTC region, crossing Genesee, Wyoming, 

and Livingston counties It handles 18-20 trains per day. made up of a mixture of intermodal and 

conventional trains operated by three railroads, Conrail, the Canadian Pacific (CP), and the New 

York, Susequehanna & Western (NYSW) Unlike the NS, which will Qvm the line ifthe application 

is approved, the CP uses the Conrail trackage rights of its component Delaware & Hudson (D&H) 

and other Conrail irackage rights, to operate through trains over the Southern 1 ler Line between 

B'lfTalo and Binghamton. where it is combined with the D&H and bv using other Conrail tiackage 

rights, it provides service to Oak Island Yards in New Jersey, Philadelphia, and Potomac Yards. VA 

The NYSW also has trackage rights over the .Southern Tier Line, which it uses to handle dedicated 

intermodal stack trains between ButTalo and Albany, Taylor, P.A. and Little Ferry. NJ All 

dispatching on the Southern 1 ier Line is vdone by Conrail 

The region has ten short-line railroads' The short-line carriers are the Arcade & Attica (ARA). the 

Dansville & Mount Morris (DMM). t'le Depew, Lancaster & Western (DLWR), the Falls Road 

Railroad (I RRR), the Finger Lakes Railroad (FGLK), Genesee & Wyoming Railroad (GNWR), 

^ I lie impaci of Ihe remov al ol liic I oiirwii lac iliiies is discussed in a subsequent section ol tins slaleineni 

" I iidci Ihc agrcviiiciil iuiiiouiiccd bv I S.\ aiul \S. NS would o|Kralc ihis route 

Scv map ol railroifcJs in liic region in Appc.uliv lil 
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the Livonia, Avon and Lakeville Railroad (LAL), the Ontario Cemral(ONCT), the Ontario 

Midland(OMID). and the Rochester and Southern Railroad (RSR) 

The principal business ofthe ARA is handling agricultural products between Arcade and North Java 

The DMM handles heavy and oversized shipments of pressure vessels from a manufacturer in 

Dansville, NY, that are not practical to ship over the highways 

The DLWR, a subsidiary of (ienesee Valley Transportation Inc (GVT), provides industrial 

switching service to industries in Batavia Ihe Falls Road Railroad (FRRR), also a subsidiary ofthe 

GVT, operates a segment of the former Conrail Falls Road Line between Lockport and Brockport 

I'hrough a connection with Conrail at Lockport, it serves the towns of Albion, Brockport, Holley, 

Knowlcsville, Medina, and others in Monroe and Orleans counfies 

The FGLK s-̂ -̂ es Canandaigua Shortsville, Waterloo. Geneva, Watkins Glen, Penn Yan, Auburn, 

Seneca Fa..s, and either points on the forme Conrail Auburn Line between Syracuse (Soivay) and 

Canandaigua and its branch lines 

The GNWR's primary business was the movement of salt from the Akzo mines at Retsof Due to 

collapse of the mine, this business is no longer available, but (iNWR is expected to provide similar 

service to a new m'me OR u hirh consmiction is expected to begin in the fall of 1997 or in the spring 

of 1998 
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The ONCT provides rail service to shippers in the Shortsville-Farmington area and in Victor The 

OMID serves the fruit and vegetable pRiccssors in Wayne Countv and the .Xerox plant in Webster 

The LAL operation is of particular economic significance to the region, because ofthe imermoiat 

facilities it servc.> in Lakeville It operates between Lakeville and the Rochester suburb of Henrietta 

and the Conrail-owned Genesee Junction Yard" in Chili, where it connects with the Conrail West 

Shore Line There are also industrial spurs that serve customers in Henrietta 

As noted, the LAL has a targe break bulk intermodal terminal in Lakeville. Rail carloads of bulk 

products, such as com sweeteners, plastic granules, and fertilizer chemicals, are trans-loaded to bulk 

irticks, for delivery to local plants and wineries Outbound shipments consist of carloads of locally 

grown grain that is brought in by truck from area farms and trans-loaded to rail cars, logs for papei 

mill feedstock, and a variety of agricultural commodities The facilities otTer the use of relatively 

lovv cost rail service to ofT-track industries in the region, many of which lost rail service due to 

abandonments durinu the restructurinu of area railroads into Conrail 

I Al s sole cv>niicclioii is Conrail llic USk main line also adjoins the (ienesee Junction Yiird but due to 
ihc resliiclKdis imposed bv ( onrail wlicti the so-called Kochestei ( lusler was >oUl to 1 .Al . KSK and I ,\1 arc 
unable (o inlerchaiigc liairic. llicicbv pieventuiti access by LAL lo coinjKiitivc carriers al Silver Springs and 
Bullalo in Decision 2S. v\liicii desigiialcd I Al > Dcscriplion ot Aniicipalcd Responsive Applicaiion (!,Ai -
2) as a iiuitoi Inuisaclion. ii is leporlcd tiial LAI iiilends lo ask lliat approval ol the ( S.X'N'S'l R Iransaelion 
be coiidilioned on llie convevance oi l onrail s (ienesee Jiiiiclion '̂ 'ard. consisling ol appioxinialely tJircx'-
ipiiirlcis ol a mile ol Irfickagc. lo 1 ,M al a [iricc lo be negolialed or sel bv ll lioard " 

V.e have also nolcd llial. under Su! Docket No .̂ 2 RSR has liicd a Description ol .Aiilicipaled Responsive 
Application in wliicli il seeks aiillioi Iv lo use ( S.X tracks in < lenesc-e Jiuiclion Yard "lor dircxl iniercliangc 
ot Iraltic with Livonia. Avon Ac I akeville Kailr«)ad wiitioul icslriclions' In the inteiesi ol allowing more 
V igorous p.irticipalion bv the region's sliorl-lines ;uid lo enliiuicc tlic conipeiitive benefits tiom the 
(. SX NS't R irfuisaction. I i I ( supports lhcr-.c icqucsts and urges Hoard approv a) These rcsiriclions and 
others tliat limit intereluuigc will be discussed in more detail in subsequciil sections ol tliis stalemenl 
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The RSR is the only short-iine serving the city of Rochester directly It has a yard from which it 

serves several companies, including Ktxlak and the (ieneral Motors plants It connects with Conrail 

in Rochestei and with the Conrail Southern Tier line at Silver Springs', 50 miles southwest ofthe 

city It also has a connection at Silver Springs with the CP RSR has haulage rights with the CP 

(D&H) between Silver Spring: -'nd Buffalo, for a connection with a sister railroad, Buftalo & 

Pittsburgh (BPRR)"', which makes a through route to connections with other railroads in 

Pennsylvania It also connects with other railroads in BulTalo 

Although the RSR ofters good seivice to Silver Springs, service via the CP has been poor This is 

understandable Conrail controls train operations and dispatching over the Southern Tier Despite 

promises and agrtn-ments to the contrary, Conrail trams get pru .ity lling Despite attempts by 

(i IC to interest the CP in serving Rochester in connection with RSR, the CP has not demonstrated 

any interest in developing business in the Rochester area, concentrating instead on using the 

Southern fier Line for its overhead traftic between the Niagara Frontier and points along the 

As noted in I oolnole 6. llie t SX/NS operating ,ilans propose lhal NS opcrale the Soulhem tier route 
lliiouiih Silver Springs However tor Ihc Rocli«.-l r area lo gel anv coni|)elilive benefit Irom the proposed 
acquisiiion ol ( onrail bv C S.X and NS NS must use RSR as a lull parlncr lor all IV|K'S ol Irallk including 
inlerniodal llolli RSR ami NS must vigorouslv solicit iiibovmd and outbound liatlk lo and trom the 
Roclieslcr area. Io or lioni iuiv dircclion. iuul piov ide tales and scrv ice com|H;lilivc lo llie ( SX 

"' HI'RR and RSR aic whollv owned subsidiaries ol (ienesee <\£W%oniing inc Wiialever happens l(> one will 
iiiev ilablv allccl the otlici HI'RR and aiiolliei sister railroad Allcghcr.v <Si | asicin (Al Y) in a Descnplion 
ol Anticipalcd Responsive Applications (Sub Docket Nos 4 V.'^l), dated AI'; 'USI 22. 1 V';7 >lalcd thai, 
because ol an eslimalcd revenue loss ol $7 to $S million resulting lioiii expected diversion ol current 
overhead Irallic lo single line routes ol C S.X and NS HI'RR as one option, will ask lhal il be included in llic 
t S.X' NS/t R liansaction It HI'RR <u)d RSR ;uc included in Ihc t SX svstem Rochester wovild be let! 
willioui compclilivc rail sen icc and il would become a 2 lo I cilv U SI it orders llie mclusioii ol Hl'RK and 
ALY in either ( SX or NS. ( i 11 urges ilial RSR be included in the NS system 
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Eastern Seaboard For all practical purposes, CP has not provided competitive rail service to the 

(iTC region 

Conrail is the only carrier with switching access to the industrial sidings of manv Rochester 

industries While it has a reciprocal switching agreement with the RSR, which as noted, has 

switching access to several Rochester shippers, the (\mrail switching charge to and from the 

industries it serves exclusively is at a level that often etTectively prohibits the RSR from 

participating in competitive traftic An example is coal consigned to Rochester Gas & FJectric's 

(RG&L) coal-fired generating plant on Lake Ontario, in the Rochester suburb of Greece The power 

plant is served exclusively by Conrail The RSR division of the line-haul revenue is so small, it 

cannot add the $390 per car switching charge" to the line-haul rate and make a competitive rate 

Unless it absorbs the charge, it is not competitive There is no switching charge when Conrail 

receives the line-haul Moretwer, Conrail now has exclusive access to the mines in West Virginia 

that supply R(i&E coal 

5. Events leading to decision to participate in SIB proceedings 

The announcement on October 15, 1996, that CS.X and Conrail had agieed to merge, which was 

followed on October 23 by the announcement of a competing bid by Norfolk Southern Corporation, 

created considerable concem witiun the (iTC over the significant economic impact exclusive control 

by either CS.X or NS would have on the (iTC region The initial reaction was that neither railroad 

" Switciiing ciiarges arc pcilcctlv Icgiiiniale. ol course, since Ihc canier |x.rtoniiiiig the switching incurs 

o|Krating cvpeiise in pcrlonning Ihc switcii and il must mainiain trick access lo the siding, but it there is no 

etlcvlive conipetilion. there is reason lo e\aniine the rcas«.)nableness ol the charges on captive traitlc 
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should have complete control of Conrail The GTC Policy Committee decided it was exceedingly 

important thaL whichever railroad was the winner in the "bidding war", (iTC should ask the Surface 

Transportation Board (STB) to rationalize routes and impose conditions that will provide rail 

competition to industries in the Rochester region, including a)mpetitive access to the coal fields that 

supply RG&E, Niagara Mohawk, NYSHG, Kodak, and others 

6J)fveltfpment of G l C Position 

GTC functions under the provisions of the Intermodal Suiface t ransportation Eftlciency Act of 

1991 (ISTEA)'- Simply stated, the Act notes that, tor all practical purposes, the national highway 

system is essentially complete, therefore, the states and local governments must utilize the existing 

transportation infrastmcture and invest transportation dollars where they will best accomplish the 

region's goals for moving goods and people Funding for new constmction vvill I e authorized only 

when all alternatives have been examined The Act requires that Ni'POs plan for the transportation 

of goods in a manner that is economically and energy eftlcient, as well as environmentally sound, 

a plan that provides the foundation for the area it represents to compete in the global economy, a 

requirement that is of particular significance to the Rochester region, which, as previously noted, 

exported goods valued at $14 billion in 19% In pursuit of these objectives, GTC established a 

g(H)ds movement planning prt)gram and established contacts with the transportation executives of 

area businesses, utilities, short-line railroads, trucking companies, third party brokers, economic 

development agencies, industrial development agencies, and others 

I 'nder ic-aulliori/alioii legislation |K'nding in ( ongress. Ihe aî ronyin may be changed to HI STliA 
(Huikhng I riicicnl Surlaee I riuisporlalioii and i quilv Act) or N! S it.A (New I xpanded .Surlaee 
Iransporlalion i nieiency Act) 
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1 have had discussions with these contacts in the following areas regarding the proposed Conrail 

acquisition 

• Frequency of switching service and ability to get cars placed or picked up when they are 

needed 

• Problems with securing rea.sonable rates, rate/route quotations and tracing/expediting 

information 

• Car supply and problems vvith securing the type of cars, containers, and trailers that shippers 

need, when they need them 

• Lack of interest in small shippers" Conrail does not regularly solicit business from some 

ofthe aiea shippers 

• Problems with obtaining dependable and competitive intermodal rail serv ice to the ports of 

New York and Philadelphia and second and third moming intermodal service to destinations 

in the Southeast, such as Atlanta, Norfolk, Richmond, and Florida, North Carolina, and 

South Carolina origins and destinations 

• Problems with maintaining switch connections, or getting switch connections installed, or 

' ' In llic Sununer l'»*)5 edition ol I. onrail publication I'AR 1 Nl RS News I rom ( oiirail s Short 1 ine 
Network (iroup . il was reported thai, on April Z.**. IV's John Siuninoiis ( oniaii Senioi Vice President lor 
tlic (ORI Services (iroup. told the Americiui Short 1 ine Railroad Assoeialion 1 asleni Region meeting in 
( inciiinati. thai I onrail wiil cooperate wilh bul noi solicit, new phuils producmti tewei llian about Iwo 
carloads a dav Such sniallei Imus can t>c uioie ctl'icienilv served b\ QUI short luie connections (I mphasis 
supplied) While the remarks rclciTcd Io indtistrial development cllorls. il illustrates the C onrail philosophv 
toward small shippers served bv C onrail Moreover, in a nicvting in Hatavia. NY. in I area sliorl line 
represenlalivcs wcic told lhal t onrail would not allocate stall res«)urces to develop talc luul service proposals 
lor short lines shipjKrs ot less lhan .̂ (Kl c us per vciu 
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other actions that impede economic development 

• The need to convert more truck traftic to rail intermodal because ofthe projected increase 

in volume of trucks that will move over the region's highways 

• The lack of competitive rail service on coal 

During round table discussions, one-on-one meetings, responses to GTC communications, 

telephone calls, etc , it became plain that many problems have evolved during the 21 years of 

Conrail dominance of the State's rail transportation service Most of those interviewej believe a 

break-up of Conrail will be good for the Northeast, for New York, and for the region While there 

is general support for the way Conrail has become a private carrier, operating in the black, it is 

pointed out that, in New York State in recent years, the post-Crane Conrail management, apparently 

under pressure to show a profit as a private company and to meet the earnings targets of Wall Street 

stock analysts, has increasingly emphasized the concept of "wholesale" railroading, in which the 

operating and marketing plans seem to concentrate on serving large shippers in the transportation 

corridors between city pairs It has left the "retail" railroading to the short-lines, making public 

statements that it is not interested in small shippers, leaving such shippers to the short-lines, which 

obviously is not a .solution for small shippers located exclusively on Conrail (See Footnote 13) This 

is particularly apparent in the intermodal arena, with Conrail management concentrating on "stack 

trains" with steamship containers and such large intermodal shippers as United Parcel Service, J 
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B Hunt, Schneider Brothers, Wal-Mart, and the V S Postal Service " Parentheticallv. we note the 

proposed CSX/NS operating plans in Finance Docket 33388 make much over the projected 

conversion of thousands of tmck shipments to rail intermodal through the use of various single-line 

intermodal cor: idors the acquisition and control of Conrail will make possible, but again, the 

emphasis seems to be on traftic between big city pairs, which would leave a huge volume of truck 

trafTic untapped in the "vast wasteland" in between 

While we applaud the efforts of the railroads to cut costs, recover lost business, and through 

innovation, acquire new business, these eftbrts should not be made at the expense ofthe common 

cartier obligation to provide amventional rail sen- ice and intermodal access at intermediate points 

Conrail ofticials have told us they have no interest in .nvesting private funds to put more shippers 

within economical range of intermodal terminals, unless there is a clear demand for intermodal 

service that will provide a balanced and profitable operation On the face of it, this makes gixid 

business sense, but how far can cost-cutting go without a corresponding eftbrt to "grow" the 

business'' Without a vigorous sales and marketing eftbrt that recognizes the potential rrtermodal 

* In August, I w t, l onrail announced it would no longer accent iiileniiodai shipmenls lo destiualions less 
than .S(M) uiilcs Iroin Svr.icuse As nolcd in Seciion 1 iierein (Description ol 1 \isting Rail Sen ice) ( onrail 
removed its intemiodal lacililics Irom Rocliesict in 1V''2 despite the region's strong position in Ilic cvpoi. 
niarkcl Ihese ciil-backs in local sen ice c;unc at a time when ( i l l . rollowing the objectives ol IS 11 A, was 
seeking to increa.se the use ol lail intermodal serv ice Irom .ind lo the region 

ilic mimbci ol trucks mov ing to Irom and w ithin the ( i I ( region is cvpecled lo increase Irom () Vl,(KH) 
in \'r>2 loappioMinalcIv 1 millioii bv 201 f< 1 he increase in truck Irallk wili put a dispro|)orlionalc demand 
upon lhe IninspoHalion inlras'niclure in terms ol pavcmcnl wear juid congestion According to iui Anicriciui 
Association o! Slate Iiighwav OMicials (AASH 1 ()) studv one IS-whcxIei. loaiied to the auUiori/cd gross 
weight ol XO.OOO p4)imds, ciui do the d;uiiagc ol >;.(H)(I aulomobilcs increased use ol uilcnnodal serv icc 
would obv iously slow the deniiuid lor new construction and wear and tear u|H)n the existing inlrasUiielu.rc 

GENESEE TRANSPORTATION C O I NCII . R V . S. of I I . Douglas Midkiff. GTC 



tratTic olume that is available to intermodal facilities strategically located at points other than ihe 

ports or major cities, such demand may never materialize Ideally, such eftbrt vvould be made in 

collaboration with the regional MPO, which is stacking to follow the I STI: A mand e to blend public 

and privately-owned infrastmcture into a regional and national intermodal svstem 

ISTEA makes no specific provision for using federal funds on rail intermodal facilities and other 

intemiodal hardwaie, confining its funding to access roads, etc , leading to such facilities However, 

several versions of the legislation pending in Congress would create public-private partnerships that 

would give the Class 2 and Class 3 carriers, i.e, regional and short-line railroads, access to federal 

infrastmcture funds These changes would not apply to the Class 1 railroads, who have chosen not 

to support them, for fear it could lead to new taxes on locomotive fuel The GTC Policy Committee 

has not taken a position on these specific proposals to include the short-lines and regionals. although 

it supports re-authorization legislation that would continue ISTEA's present path I personally 

believe the Class I carriers can well afford to make the intermodal connections, but that the Class 

2 and Class 3 carriers should be included as full partners in creating public-private partnerships if 

a practical coL̂ t-benetlt procedure can be established I realize this is a political question and that 

STB will not be involved in the final decision, but it is being discussed in this statement because of 

the importance of blending public and prtvate infrastmcture to accomplish ISTEA's goals How best 

to accomplish this goal of is a question that deserves the expert consideration of the STB as it 

evaluates the request of CSX and NS to virtually control rail transportation in the Eastern half of 

the Nation 
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7. GTC Position 

As a result of discussions and comments developed through the GTC gix̂ ds movement planning 

process, the following position evolved betbre the CSX/NS announcement on April 8 

1 There should be separate ownership [i e , CSX or NS] ofthe Conrail Main Line between 

Buffalo and New York and the Southem Tier Line 

2 There should be a a)mpetitive north-south route to the Stiutheast via CS.X at Potomac Yards, 

VA or the NS connection ; t Hagerstown, MD, via Hartisburg, PA, from a Southern Tier 

junction, such as Binghamton, Corning ((iang Mills), or Waverly 

3 There should be access by both railroads to the Port of New York and other North Atlantic 

ports. 

4 There should be competitive access to the Pennsylvania and West Virginia coal fields that 

supply RG&Ei, Niagara Mohawk, NYSEG, Kodak, and others with coal 

5 The RSR route between RiKhester and Silver Sprtng? should be protected to link the Conrail 

Main Line to the Southern Tier Line 

6 The lestrictions imposed on short-lines by Conrail against interchanging to competing 

carriers should be removed, to allow full participation by these carriers in providing 

competitive rail service to regional shippers 

7 Intermodal facilities should !'e re-established in the immediate Rochester area in order to 

convert more truck traftic to rail intermodal because of the projected increase in truck 

traftic 
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8. The importance of Amtrak to the region and the need for maintaining track and schedules 

sb'juld be recognized 

The proposed division of Conrail as described in the joint application filed by the Applicants is, in 

many respects, in line with the GTC position CSX and NS apparently worked hard to create a 

balanced, post-purchase market share that will be viewed as competitive by the STB, but simply 

dividing Conrail between CSX and NS and allowing them to operate their respective segments in 

the same manner the segments have been operated by Conrail will do little to provide competitive 

rail service in such places as the (ieiiesee-Finger Lakes Region of Upstate New York GTC supports 

the acquisition and proposed division, /// principle, but from the discussions we have had with 

responsible transportation ofticials, industiial tiansportation managers, and others in the region, it 

is clear the STB, in order to create a rail transportation system, that will tmly otTer competitive rail 

service for large and small shippers, must take the opportunity presented in Finance Docket 33388, 

to impose conditions that will correct the problems that have evolved during 21 vears of (onrail 

domination Many of these problems have already been referred to and they and others will be 

further addressed and described in succeeding sections of this statement 

g. C ompytitive Access, to the Monongahela Coal Fields 

Utilities in the (iTC region, such as R(i&E, Niagara Mohawk, NYSEG, as well as Eastman 

Kodak, receive a)al from the Monongahela coal fields in Pennsylvania and West Virginia 

Consequently, we are particularly gratified that the CSX/NS operating plans call for joint 

competitive access to these mines We have noted the proposed Monongahela Usage Agreement 
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(Exhibit GG of CSX/NS 25, Volume 8C), in which CSX and NS have agreed, subject to STB 

approval, that the lines ofthe former Monongahela Railroad, now Conrail, be controlled and 

operated by NS, but with equal access by CSX While we have not analyzed the agreement in 

detail, it appears to provide an equitable artangement for joint access to the mines However, we 

point to the experience of CSX Despite an understanding by its coal marketing ofticials ihat it 

had been granted access by the ICC to the Monongahela mines after the Monongahela Railroad 

was merged into Conrail,'" it was denied access to certain mines on the former Monongahela 

when it attempted to move coal to an Upstate New York utility Therefore, to avoid any 

problems of future competitive access, we ask the Board to establish a procedure for monitoring 

the fair and impartial enforcement of the terms of the CSX/NS Monongahela Usage Agreement 

9. Removal of Interchange Restrictions on Short Line Railroads 

In the nost-Staggers era, many Class I carriers have abandoned or sold many of their secondary 

lines Some ofthe lines were simply redundant This is especially tme for Conrail, which 

inherited many parallel bankrupt lines More recently, under the broad umbrella of "a.sset 

management," decisions have been made to abandon or discontinue seivice on a segment, or 

cluster, of lines because the lines in question fail to meet an arbitrarily determined ROI 

benchmark Asset managers give careful consideration to the question of what is the best way to 

relieve the Class I carriers ofthe "burden" of operating a less than desirable piece of property 

Should there be a request to abandon it. or to discontinue service and seek a short-line buyer'' 

'" I OI background inlormalion see IC ( I inanee l>»Kket No ^l(>^0. C onsi>lidalcxl Rail ( oq> - Control -
Monongiilicia Railwav l o August 14 1>>'X). and K C 1 mance Dockel No .̂ 1X73. tonsolidaled Rail 
I ori'oralit)ii - Merger - Monoiigiiliela Railwav t o . October 4. 1991 
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The wrong answer could have serious consequences for those seeking competitive rail service, as 

i will try to illustrate 

In some instances, it is clear a line should be abandoned because there are no critical movements 

that would justify its operation and no expectation that it will generate enough rail revenue to 

interest a short-line buyer, even wii*^ local government subsidy On the other hand, there are 

lines not earning enough to reach the pie-determined ROI number, but still generating rail tratTic 

and serving industries key to the economy of the area they serve In such cases, Conrail usually 

l(H>ks for a short-line buyer, making a conscientious eftbrt to locate one that will provide good 

service 

When announcement is made that the lines are to oe abandoned, or that service is to be 

disci>ntinued, elected ofticials and economic development leaders in the communities threatened 

with the loss of rail service eagerly work with prospective short-line operators to purchase the 

lines Objections are rarely raised Because they fail to recognize the options open to them in 

abandonment or discontinuance of service proceedings, the public entities lhat will ultimately 

fund or subsidize the lines are seldom parties t(j the STB. nee KT". proceedings that must 

) IntoiUinalclv. in nuuiv instiuiccs. the li ack is allowed lo delciioralc trom the time it is decided lo abandon 
or sell mid the time ol actual abaiidoiimcnl or sell ol the pio|>ei1v I illle clVort is made lo solicit business, 
iinprtnc protilabililv. or to give good .serv icc W hen the line is cv eiiluallv sold, the buvcrs. i c . the sliorl
lines. industrial development agencies, or countv oHlcials. usiiallv appeal lo state ottlcials in Albanv loi 
monev lo upgraile the track and conslniet new facilities Over liic vears. millions ot Ncw York Slalc lav 
dollais have bevn spent in this lashion 1 o minimi/c the use ol public luiids tor these piiqioses. Ihere should 
be some policv liial requires ilic selling lailroad to maintain the track lo the level llial will handle the Irallic 
leastmably eviKCled lo move over the iuie 
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approve the purchase The short-lines are generally in no position to select the end points nor to 

object to the imposition of restrictive conditions, feanng the selling price will be increa.sed and 

wilh it, a cortesponding increase in the amount ofpublic subsidy, since most will need tax 

concessions to make a profit or public funding to finance the purchase 

Finally, there is a third category of lines that connect key c'ties or junctions, which may be 

generating revenue, but not enough lo produce a satisfactory return The problem facing the 

asset managers is how to sell the line without opening the door to competition, which could be 

the case ifthe line were sold intact Consequently, a solution often used is to divide the line into 

smaller segments and create "gaps" that will prevent through service Furthermore, it is easier to 

win approval for abandonment of smaller segments that provide no cntical service. 

An example is the Falls Road Line i i't onrail, a former New Yorl. Central secondary that linked 

Rochester and the Conrail Main Line with connecting railroads at Suspension Bridge in Niagara 

Falls When Conrail decided lo stop using the line for through automobile traftic from Detroit 

and Canada and other overhead tratTic. the Falls Road Line did not produce enough revenue 

from on-line shippers to reach the magic ROI number Nevertheless, Conrail did not put the 

entire line up for sale fhis would have made available a link between connecting carriers on the 

Niiigara Frontier and key Rochester industries Instead. Conrail decided to limit the sale to the 

eastern end ofthe line and create a "gap" in the line It established a western end point at a point 

just east of Brockport, NY, and an ea.stern end point in a Rochester suburb at a point just west of 
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a possible physical interchange with the RSR, which has access to Eastman Kodak's huge 

industrial complex at Kodak Park, and with its own Charlotte secondary line to RG&E's coal-

fired generating plant With ICC approval, il abandoned the cut-oft" segment, which has since 

been purcha.sed by Monroe County to be "banked" for recreational use, or for u.se as a p>ossible 

transit corridor No short-line was interested in a rail segmeia thai had been eftectively insulated 

from any potential freight customers 

When the easterr end of the Falls Road Line was sold, Conrail then put the western end up for 

sale, but, again, it set restrictive end pomts at Brockport on the east, which had no outlet after the 

eastern end was abandoned, and Lockport on the west Because of potential business on the line, 

several short-line operators tried to buy the line, in spite of the interchange restrictions at the 

westem end that eftectively limited the buyer to inierchanging only with a Conrail secondary 

that will become a CSX line ifthe merger is approved The buyer was Genesee Valley 

Transportation, which began operating the FRRR as a wholly owned subsidiary about a year 

ago, however, to relieve the FRRR ofthe tax burden, the counties through which it operates will 

assume ownership ofthe right-of-way and FRRR will become th*t designated short-line operator. 

Ironically, one ofthe largest shippers on the FRRR ships grain to a point on the Delmarva 

Peninsula lhat will be served by NS ifthe CSX/NS/CR transaction is approved, yet, because of 

establishment of an end point that limits interchange, tht revenue from such low-rated traftic as 

grain must be divided between three railroads, i e , FRRR, CS.X, and NS 
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As other examples. 1 have already described how the LAL interchanges traftic with Conrail at 

the Genesee Junction Yard'* and how Conrail has placed a "firewall" between the LAL and the 

RSR that prevents interchange of traftic between the two, thus denying LAL access to another 

carrier A similar condition was imposed upon the FGLK to prevent interchange in Syracuse 

with the NYSW, by restricting the its eastern end point to Soivay, a Syracuse suburb 

Some may question why interchange restrictions an;, the sale of Class I segments to short-line 

operators are issues for consideration in this proceedings I am fully aware, of course, that "asset 

management" is a good business practice and that interchange restrictions are aimed at 

guaranteeing that all of a short-line's traftic will be handled by the seller, but in the context of 

this proceeding, which will establish the rail system for the Eastern half of the Nation for 

generations to come, I believe it is proper that the Board consider how past practices of Conrail 

in the Northeast have led to "fragmented" rail service by the short-lines, without which many 

shippers would have no rail service at all I believe that, when it is physically feasible for the 

short line to connect with a competing carrier, such restrictions should be removed because they 

ultimately limit the chances of success by the sho.i line, whose success is presumed to be in the 

public interest More importantly, unrestricted interchange increases the opportunities for 

competitive rail service in the region These arbitrary restrictions should be removed and the 

short-lines should have access to both CS.X and NS if it physically feasible to make the 

connections Furthermore, 1 recommend the Board consider the implications of such restrictions 

Sc-c Dcsciiplion ol I \isliiiy Rail Seiv ice and F<H)tiiole 8 
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in future proceedings 

10. Lack of Intermodal Facilities in the GTC Region 

In Section 4 herein (Description of Existing Rail Service), it is noted that Conrail removed its 

intermodal facilities from Rochester in 1992 Intermodal shippers in the region must now use the 

Conrail intermodal facility in Dew in Yard, cast of Syracuse, some 90-100 miles from Rochester 

proper and further from other points in the region, or a small recently established Conrail facility 

in BufTalo, approximately 60 miles from Rochester proper and further from other points in the 

region Rochester shippers can also use the NS facility in BufTalo, but for westbound trafTic 

only At present. Triple Crown Scivicc-s offers limited westbound service from the RoadRailcr 

terminal at Conrail's Goodman Street Yards in Rochester, but this facility is expected to be 

removed to an NS ButTalo location when acquisition of Conrail is consummated This will leave 

the GTC nine-county region, with a population of over one million and an area of 4,838 square 

miles, which is four times the size of the State of Rhode Island, without a single rail intermodal 

facility for handling trailers and containers 

Based on figures wc were given in late 1993 and early 1994, over 37,000 intermodal 

containers/trailers were shipped from Rochester in 1993, the first full year after the Conrail 

Rochester facility was closed ''' Ô '̂ Ĵ t̂ total, an estimated 20,200 trailers/containers moved via 

ButTalo and Syracuse, the nearest intermodal faciliuc. ,̂ pproximatcly 15.000 trailers/containers 

'"̂  litis figure does not include llie rail carload shipmenls in bulk lhal are Irans-loaded al tacilities served by 
the 1 .M ia I akev ille. and cemeni Irans-loaded to trucks trom lake boats al Ihe I'orl ol Rochester 
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went to the NS facilities in Buffalo and 5,200 to the Conrail facility in Syracuse, with the 

balance tmckcd directly to various points, such as the New York/New Jersey ports, Chicago, 

Montreal, and Toronto 

During visits to the Conrail and NS facilities in Buffalo and Syracuse, wc were given 

information that, upon analysis, reveals that many shipments that formerly moved via rail have 

apparently been diverted to over-thc-highway carriers In 1995, only 500 trailers/containers from 

Rochc'ster were handled via Syracuse, while ihc NS BufTalo facility handled approximately 

5,000, for a total of 5,500 tor both facilities This compares with 20,200 trailers/containers from 

Rochester that were handled through the same facilities in 1993, or a decrease of 73% Yet, 

according to reports from local shippers, in today's booming economy, the total number of units 

shipped to and from the region has increased 

It is fmstrating to sec Conrail "stack" trains, carrying steamship containers from all over the 

world, pass without stopping through a community that exports more lhan 39 ofthe 50 stales As 

noted, the number of shipments has increased, but the majority of Rochester's substantial export 

business now leaves Rochester via the highways This illustrates how rail intermodal trafTic has a 

tendency to revert back to tmck when the lower cartage expense and convenience of a later cut

off time arc removed Many exporters claim it hardly makes economic sense to truck containers 

100 miles cast to Syracuse, when the total distance to Port Elizabeth, Ncw Jersey, for example, 

is approximately 360 miles On the other hand, with intermodal facilities in Rochester, the later 
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cut-ofT times and lower cartage costs would justify use of rail intermodal serv ice to the ports 

11. CSX North-South Rontfs to the Southeast via the Manland-Virginia ^atgwavs 

In a news release on September 16, 1997, CSX President and CEO A R "Pete" Carpenter is 

quoted as telling members attending a recent Intermodal As.sociation of North America (I ANA) 

conference that "Wc arc committed to ̂ p̂enin̂  up opportunities fbr the intermodal industry. 

Intermodal traftic will be the growth vehicle fbr the rail industry for the future " (Underscoring 

supplied) I agree, but unless CSX and NS "open up opportunities" by providing easily accessed 

intermodal facilities in the immediate Rochester area and provide tmck-competitive north-south 

rail routes between the Southeast and the region via the Maryland-Virginia Gateways, regional 

shippers may not be a part of that growth I will now address how the GTC region has been by

passed in the CSX/NS plans to open up ncw north-south intermodal corridors 

In the press release cited above, Mr Carpenter was reported to have pledged to lANA members 

that CSXT is fully committed to them and their business, telling them "That is why wc bought 

Conrail and that is why we are spending another $500 million to cpnstmct a world-class 

intermodal network that will link the fast tfrowint- southeast to the consumer markets in the 

northeast At (\SXT, we're putting our money where our mouth is in order to win your business " 

The release goes on to say that the most direct advantage that intemiodal shippers will 

experience from the Conrail deal is new extended single-line scrv ice on new m^or north-south 

and cast-west intermodal routes (undcrsconng supplied) 
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Unfortunately, for shippers in the immediate Rochester area and in most ofthe GTC region, 

there will be no new north-south intermodal routes in connection with the CSX Rochester is 

wcll-situatcd on the CSX east-west service route between Bostoa'Tvlcw York and Chicago, via 

Albany, which connects with the St Louis Gateway Service Route and the Memphis (iatcway 

Service Route at Cleveland If CSX would re-establish an intermodal facility in Rochester, 

shippers could expect to get good .service over those single-line routes to and from the Southwest 

and Southeastern destinations west of Interstate 75 However, as illustrated in CSX map (Figure 

JWO-3 of Volume 3 A of CSXy'NS-20), a copy of which is shown in Appendix IV, there is no 

tmck-compctitivc north-south route between Rochester and destinations in the Southeast cast of 

Interstate 75 Southeastern intermodal traftic from Rochester to those destinations would have to 

travel west some 194 miles to Ashtabula, Ohio, or 248 miles to Cleveland, before heading south. 

The alternate would be to travel cast some 220 miles to Selkirk, NY, thence southeast for 

another 140 miles to a connection with the congested Northeast corridor in Ncw Jersey, before 

heading south to the Maryland-Virginia (jatcways Such routes wouid hardly provide the 

required second morning delivery at points in East Tennessee, North Carolina, .South Carolina, 

Virginia, and north (icorgia, nor second and third morning on fruits and vegetables from South 

Carolina, south (icorgia, and Florida 

12. NS North-South Routes to the Southeast via the Mar>land-Virginia Gateways 

The proposed NS operating plan also makes no provision for a north-south route that would 

provide a tmck-compctitivc opeiation between the Rochester area and the Southeast Under the 

proposed plan, the NS, as noted, would operate the Southern Tier Line between Buffalo and 
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Newark Except at Buffalo and at New Jersey junctions with the Northeast Corridor and the 

post-transaction plan for NS to have haulage rights with the CP through Binghamton. there arc 

no through Conrail outlets to the southeast from the Southem Tier. 

In 1989, Conrail abandoned the old NYC Newberry Junction route between its Southern Tier 

connection at Corning (Gang Mills), on the north and Jersey Shore on the south, where the line 

connected with the BufTalo-Olcan-Williamsport-Harrisburg line In the light of Conrail's 

concentration on cast-west traf c and lack of interest in north-south trafTic via the Southern Tier, 

plus the fact the line had little potential fbr generating on-line trafTic, one can understand why 

Conrail abandoned the line However, some have questioned the wisdom of the abandonment, 

claiming a combination ofthe Southem Tier Line from ButTalo to Gang Mills and the 

abandoned route, with its vimially level grades, would make a better connection to Harrisburg 

than the Buffalo Line through Olean, with its 2 6'!'o grade northbound and 2% southbound, at 

Keating, PA The Wellsboro and Corning Railroad (WCOR) now operates between (iang Mills 

and Wellsboro, PA, but the remaining 63 miles to Jersey Shore arc being converted to a hiking 

trail However, 1 understand the entire right-of-way has been "rail banked", under an agreement 

between Conrail and the Commonwealth of Pennsylvania In any event, this route is the shortest 

route between Rochester and Harrisburg and the Hagerstown Gateway. 

The outlet via Waverly, NY, has also been closed as a through route since Conrail sold a 

segment of its line between Mehoopany, PA and Pittston to the Reading & Northem Railroad 
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(RBMN) I am not sure the Vbssburg Tunnel is cleared for double-stacks This and the fact the 

interchange between the RBMN and CP (D&H) vvould require a complex switching maneuver to 

accomplish, would make through service diftlcult between the Southern Tier and Harrisburg via 

Waverly and the CP (D&H) nuitc through Sunbury, PA 

NS officials have pointed to the ButTalo Line as providing a viable outlet to the Southeast, which 

it may be on trafTic originating in the immediate ButTalo area, or delivered to the line from rail 

connections in BulTalo However, it is not a viable route for tmck-competitive intermodal traffic 

from the Rochester area, as the following will illustrate 

From time to time, we have encouraged the RSR to consider building a facility for handling 

trailers and containers at their Brooks Avenue Yard in Rochester, for use in connection with CP 

and more recently, with the NS I am now advised RSR exptxts to have a terminal for use with 

intermodal trafTic that would be interchanged to NS at Silver Springs and ButTalo Such traftic 

would be handled in conventional train serv ice for the 50 miles from Rochester to Silver 

Springs, then moved another 56 miles in conventional train service via CP to ButTalo. with RSR 

using its haulage rights with CP '" At BufTalo, the Rochester trafTic would be interchanged to 

the NS and added to intcrtnodal tiains the NS proposes to operate between ButTalo and 

" It is not likelv westbound NS intermodal trains opeiating ovei the Soulliciii 1 ici 1 inc would stop at Silver 
Springs lo pick up IhilTalo Iiatlic however. Ihe potential volume could juslily slopping eastbound 
intermodal trains lor Rovlicsici-originated domestic iuid c\pt)rt inlermodai Irallic ct)nsigncd Io Middle 
Allanlic and New l.ngliuid dcstuialions iuid Ihe North Allanlic |H)rts ol Uoslon. New Y ork/New Jersev. and 
I'hiladclphia 
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Hartisburg It is 310 miles from Buftalo to Enola Yard, near Harrisburg, via this route, which, as 

noted, has one ofthe steepest, if not the steepest, grades on Conrail The add.tional 106 miles 

between Rochester and Buffalo makes a total distance of 416 rail miles from Rochester to 

Harrisburg, via BufTalo and the ButTalo Line In order to make connection with afternoon or 

evening NS intermodal trains from BufTalo, the Rochester cut-ofTtimc would have to be 

established too early to be practical A later cut-off would mean shipments would not leave 

BufTalo until the next day, which would mean third day delivery' at best to destinations in the 

Southeast east of 1-75 That is not tmck-competitive 

An alternate to this would be for local shippers to by-pass the RSR and tmck the trailers and 

containers directly to the NS intermodal facility in Buftalo, but, as is the case today, this would 

also result in earlier cut-off times, as well as the additional ovcr-the-road tmcking expense that 

would not be incurtcd if the intermodal terminal were located in Rochester In cither event, 

moving shipments to BufTalo via tmck or rail would make the intermodal option to the Southeast 

less attractive via this route 

One solution that would make the BufTalo-Olean-Williamsport-Harrisburg route more attractive 

vvould be re-opening the 33-mile segment ofthe RSR line between Silver Springs and Machias, 

NY, where it would connect with the Buffalo Line RSR has discontinued .service on this 

segment, but has preserved the right-of-way Traftic from Rochester using this route would by

pass Buftalo and the total distance to Hartisburg would be reduced from 416 miles via BufTalo 
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to 348 miles via Machias. 

Another option that should be considered is to move Rochester-originated trafTic eastbound from 

Silver Springs on NS intermoda! trains, for set oft" in Binghamton From Binghamton. the trafTic 

could be handled in intermodal trains the NS expects to operate between Albany and Harrisburg 

via Binghamton over the CP route through Sunbury With proper scheduling, it could beat the 

FlutTalo route 

In terms of distance and grades, the Corning-Weltsboro-Jersey Shore connection to the BulTalo 

Line is the best choice In telephone calls and in a letter dated April 7, 1997, (See Appendix V), 

I have called attention to this route, but have had no response 1 recognize that, in spite ofthe 

fact the ROW is "rail-bankcd". the building of 63 miles of new railroad and upgrading the 

WCOR route is no small venture, but the Board, in establishing rail routes and patterns for years 

to come, should order a thorough investigation of this option for providing a north-south route 

between the (iTC region and the Southeast 

13. A Ncw NS Intermodal l yrminal on the Ncw ^ ork State Thruway 

While it would be in direct competition with an RSR intermodal facility in Rochester, another 

opportunity fbr NS to provide the Rochester region with north-south intermodal service would 

be the opening of an NS intermodal facility at Exit 42 on 1-90, the Ncw York State Thmway 

According to the proposed operating plan. NS will operate the Conrail Coming Secondary 

between Coming and Lyons, via Geneva. NY Exit 42 is the Gencva-Lvons exit for New York 
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State Route 14 The Corning Secondary Line parallels Route 14 and the railroad and the 

highway go under the 1-90 Thruway at Exit 42 There appears to be ample room for a facility In 

fact, there is already a substantial parking area that is used foi staging common and private 

carrier tmcks 

Exit 42 is approximately 7 rail miles north of Geneva and 64 miles north ofthe connection with 

the Southern Tier Line at CP East at Coming From the Corning connection, it is 3 miles to 

Gang Mills, 35 miles to Waverly, and 77 miles to Binghamton More importantly. Exit 42 is 

only 38 miles by an interstate highway from Rochester proper, or roughly 45 minutes travel 

time It is approximately 30 miles from Canandaigua, home of Canandaigua Wine, a large user 

of intermodal service. 

The GTC Position notes the importance of protecting the RSR route between Rochester and 

Silver Springs to provide a connection with an NS operation over the Southern Tier Line (Item 5 

in Section 7 ((ifC Position) and Footnotes 9 and 10) For this reason, 1 am reluctant to suggest 

an NS intermodal facility at Exit 42 that would be in direct competition with an RSR terminal at 

its Brooks Avenue location in a Rochester suburb However, it should be noted that the RSR 

location would have the advantage of being more conveniently located to shippers in the 

immediate Rochester area Ifthe Board should order inclusion ofthe RSR in the NS. or in the 

alternate, NS becomes a full and active partner with the RSR in seeking intermodal business in 

the Rochester region and establishing competitive schedules, a facility at Exit 42 may not be 

GENESEE TRANSPORTATION COUN( IL TI V. S. of H. Douglas Midkiff. GTC 



necessary Nevertheless, it is an option that the STB should ask NS to consider in evaluating the 

need tbr conversion of truck trafTic to rail service and the availability of north-south routes to the 

Southeast from the GTC region 

For a better understanding ofthe routes described above, I am attaching a map ofthe routes as 

Appendix VI For a convenient comparison of the total rail miles from an RSR facility in 

Rochester and an NS facility at Exit 42 on the New York Slate Thmway, please see the table in 

Appendix Vll Please note the distances from both Rochester and Exit 42 to Harrisburg via Gang 

Mills and Jersey Shore are less than the distances via any ofthe other routes 

14. Reciprocal Switching and Switching Charges in Rochester 

In Section 4 (Description of Existing Rail Service) and in Footnote 11,1 call attention to the 

problem of switching charges to Rochester industries served exclusively by Conrail Conrail and 

RSR have a reciprocal switching agreement for shipments originating or terminating at shippers 

listed in their respective tarifts The cuirent switching charge is $390-' per car The same charge 

applies to 38 ditTerent industries listed ip the Item as industries switched exclusively by Conrail, 

which will become a CS.X responsibility ifthe Applicants proposal is approved The same 

charge applies, regardless o''distance from Conrail s (loodman Street Yard, or the time required 

to perform the switch i he charge applies equally to a carload of lumber switched from RSR to 

Otis Lumber Conipany, whose siding can be seen from the trainmaster's oftice in the Tower at 

Goodman Street, and carloads of coal switched 'rom RSR to the R(i&E Russell Station plant. 

•' lliis charge is publislied in lleni 18160. Conrail Switching and Aeccs.st)rial Services larill ItC C R 8001-1) 
and RSR Switching larilt KC RSR 8001 
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some 15 miles round-trip north of (ioodman Street Until the operation at RG&E BeeBee plant 

was down-sized, ending the need for il to receive carloads of coal, the same charge also applied 

to coal delivered at BeeBee, which required a round-trip switching mn of over 30 miles. 

Obviously, the $390 charge is not based on the cost to switch the different industries I have no 

quarrel with the idea of grouping several industries and applying the same switching charge, 

provided the grouping is reasonable and recognizes the diftbrences in the degree ofthe cost of 

the service For example, Otis Lumber should not be grouped with RG&E at Russell Station 

There are other similar dispanties that should be considered in establishing the switching groups 

We do not believe switching charges should be used lo generate revenue, nor should they be 

u.sed to discourage competitive traftic We believe they should be set at a level that will cover 

vanable cost, with a revenue to cost ratio not exceeding 120% Consequently, we ask the Board 

to order the CSX to examine reciprocal switching charges in the Rochester District and adjust 

the level ofthe charges accordingly 

15. Amtrak Service 

l-fTicient handling of .Amtrak trains and other passenger service by CSX is important to the many 

people in the region who use Amtrak for business and pleasure The tracks utilized by Amtrak, 

such as the Water Level Route, should be maintained to standards that vvill protect current or 

better schedules and a conscientious efTort must be made by operations and dispat<"' ng 

personnel to mn the Amtrak trains on time Conrail's record in that regard has not been good, 
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although there has been improvement in recent months, due to the diligent efTorts of Amtrak 

Empire Corrtdor personnel 

Track should be maintained for a minimum of 79 MPH in segments without automatic train 

control and 90 MPH or higher where such protection exists Without public notice, on January I , 

1996, Conrail down-graded its track between BufTalo and Schenectady from Class 5 track to 

Class 4. Fortunately, ibis has not had a significant etTect on Amtrak schedules thus far, but with 

re-introduction of rebuilt and improved Turbo-Trains to the Empire Corridor, Class 5 track or 

bettei will become exceedingly important The CSX has announced plans to restore the track to 

Class 5 and has said at local meetings that it will cooperate with efTorts of Amtrak and the New 

York State Department of Transportation to improve Amtrak schedules The present level of 

Amtrak service on the Empire Corridor must be accommodated with priority dispatching and 

additional schedules should be accommodated if possible 

Amtrak service is important to New York Stale The spacing between major cities on the Water 

Level Route promotes the use of passenger rail instead of airline service for the relatively short 

distances Over 115.000 passengers, from numerous points in the region, boarded Amtrak trains 

in Rochester in 1995 and the numbei is steadily increasing, with growth rates of 6 to 8% for the 

Empire Corridor. 

The STB is reminded of the responsibilitv by law and by tradition fbr the freight railroads to 
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provide the appropriate priorities to passenger service In the minds of most rail passengers, 

there is no distinction between the freight railroads and Amtrak If passenger service is poor, it 

reftects on rail fieight service and railroads in general That is why so many American railroads 

ofthe past made their pa.ssenger trains the showcase tbr their railroad Tme. with the advent of 

better highways and competition from the family car and the airlines, passenger rail became a 

financial burden, hence, the creation of Amtrak In my opinion, the idea of showcasing your 

railroad by providing good Amtrak service is still valid 

Commingling high speed passenger trains and freight trains will be difTiculi At some future 

date, if not at present, New York State and the nation must face the fact that state and federal 

funds must be spent to build high-speed tracks that will be dedicated to providing fast, frequent, 

and dependable passenger service as an altemative to the airlines In the meantime, we ask that 

the STB take note ofthe importance of Amtrak service and call attention the need for 

compatihilitv between Amtrak and CSX and NS 

16. Summation 

In conclusion. 1 will re-state the GTC position and make commenls and, as necessary, request 

conditions for each ofthe eight points 

A There should be separate ovvnership | i e . CSX or NS] ofthe Conrail Main Line between 

ButTalo and New York and the Southern Tier Line 

(bmments fhe proposed division of Conrail in New York State described by the Applicants 

meets this (JTC condition, with CSX to operate the Conrail Mair Line and NS to 
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operate over the Southern Tier Line Since it provides the foundation for the 

competitive balance GTC is seeking in the region and in New York State, GTC 

supports the proposed plan However, as previously stated, simply dividing 

Conrail between CSX and NS without correcting problems that have evolved 

during the 21 years of Conrail domination is not enough 

B There should be tmck-competitive north-south routes tc the Southeast via CSX at 

Potomac Yards. VA and via the NS connection at Hâ êrstown. MD. from a Southern 

Tier junction, such as Binghamton, Coming (Gang Mills), or Waverly. 

Comments In Sections 11 and 12 herein, I have discussed the lack of north-south routes from 

Rochester via CSX and NS Based on responses received from area intermodal 

shippers, there is a definite need for competitive north-south routes to the 

Southeast from the Southern Tier, via Harrisburg and the Virginia-Maryland 

Gatew dvs Unless such routes are made available from and to the Rochester 

region, shippers in the region will be at a competitive disadvantage with shippers 

in other parts ofthe Slate and the Northeast As a condition of approval, we ask 

the Board to require the NS to report to the Board how it proposes to ofter tmck-

competitive north-south service from the Southern I ier to and from the Rochester 

region, keeping in mind that, to be competitive, second morning would be 

required to such points as Atlanta and to points east of 1-75 and north of Atlanta 

In this connection, we ask that the Board order the NS to examine and report its 

findings on the feasibility of re-opening the Gang Mills-Jersey Shore connection 

GENESEE TRANSPORTATION ( OUNCIL JT̂  V. S. of H. Douglas Midkiff. GTC 



with the Buffalo Line, via WCOR to Wellsboro Junction and the 63-mile "rail 

banked" ROW beyond Such a study would include a survey ofthe potential 

conventional and intermodal north-south traftic in the GTC region and, in 

addition, would compare operating expenses fbr through traftic moving via 

BufTalo and the Southern Tier Line through (iang Mills and Jersey Shore to 

Hartisburg, versus handling the same trafTic via Olean and Keating 

C The need lo establish inteinM>dal facilities in the rê îon to convert more traftic tu rail 

•ntgrmodit' hpcause of the proiected increase in tmck traffic and the wrtespo-Ddinit 

impact on the region's iranstx)rtalion infrastnacturc. 

Comments Beginning in Section 10, we discuss the removal of the Conrail intermodal 

facilities in Rochester in 1992, despite the region's strong position in export 

business Removal ofthe terminal has resulted in a substantial diversion of 

international trafTic lo tr\ick Generally, truck service is more expensive than rail 

intermodal. consequently, Rochester shippers are at a competitive disadvantage 

with shippers who have relativelv convenient access to intermodal facilities for 

less cost Moreover, removal ofthe facilities comes at a time when GTC, as the 

MPO fbr the region, under the mandate of ISTEA and facing substantial projected 

increases in the volume of tmck traftic, is seeking to convert more trafTic to rail 

service to make better use of the existing transportation infrastmcmre 

For Rochester shippers to have the same access to irtermodal facilities as other 
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parts ofthe Stale and the Northeast, we ask the Board to order CSX to examine 

the merits of re-establishing an intermodal terminal in Rochester to allow the 

region's shippers to use the proposed Boston/New York-Chicago Gateway 

Service Route, the St Louis (iatcway Serv ice Route, and the Memphis Gateway 

Service Route In support of this, we are anaching, as Appendix VIII, a letter 

from Trailer Transport, Inc of Rochester, which is representative of the kinds of 

comments we have received from others 

D There should be competitive access to the Pennsvlvania and West Virginia coal fields 

lhat suppiv PG&E, Niagara .Mohawk. NYSEG. Kodak, and others with coal 

Comments The Monongahela Usage Agreement proposed by the Applicants meets this GTC 

condition, however, we ask the Board to establish a procedure fbr monitoring the 

Agreement to ensure fair and impartial enforcement of its provisions 

E The RSR route between Rochester and Silver Springs should be protected to link the 

Conrail Main Line »o the Southern Tier Line 

Comments As noted in Footnote 10, Genesee & Wyoming Inc , through its subsidiaries, 

BPRR and .\LY. have filed a Description of Anticipated Responsive Application 

that, as one option, calls fbr their inclusion in either the CS.X or NS Their 

inclusion would impact the RSR by leaving it to stand alone, with the practical 

etTect being to make Rochester a 2 to 1 city Ifthe Board honors the request for 
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BPRR and ALY and orders their inclusion with either CSX or NS, we ask that it 

recognize the importance of RSR in providing rail service that is competitive to 

CSX in Rochester In the event an order is given to include the petitioning 

carriers in either CSX or NS, we ask that RSR be included as a branch line of the 

NS from the Southem Tier connection at Silver Springs. 

In the alternate, if RSR continues to function as a separate railroad, the NS must 

join it as a full partner in offering coordinated schedule ind competitive rates for 

conventional and intermodal trafTic via Silver Springs and vigorously compete 

with the CSX Main Line route If studies show that an intemiodal terminal at Exit 

42 is not feasible or practical, the NS must support eft'orts by RSR to build and 

operate tmck-competitive intermodal facilities in Rochester. 

F The restrictions imposed on short-lines by Conrail against inierchan|>intf to competing 

carriers should be removed, lo allow full participation bv these short-lines in providing 

competitive rail service to regional shippers 

Comments We ask the Board to honor the request ofthe LAL fbr authority to purchase from 

CSX the Genesee Junction Yard, located in the Rochester suburb of Chili, at a 

price to be negotiated or set by the Board, which will give LAL a direct 

interchange with the RSR and through RSR, a connection with the NS at Silver 

Springs As an indication ofthe support this has in the region, I am attaching 
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\ppendices IX and X, which are copies of resolutions of support from the 

Livingston Countv Board of Superv isors and the Livingston County Industrial 

Development Agency We also ask ihat the Board honor the request of RSR and 

authorize its use of CSX tracks in Genesee Junction Yard, in order to make a 

direct connection with the LAL 

We have pointed out that FRRR's sole connection is Conrail, which will become 

CSX if the application is approved Attached, as Appendix XI. is a letter from the 

president ofthe GVT. owner of the FRRR, it which he points out that grain 

shipped from Knowlesville to a point now on Conrail, but which will become an 

NS point, will now require the use of a rate based on a three-line haul, i e , 

FRRR-CSX-NS, which could leave the shipper in jeopardy of losing market 

share and FRRR in jeopardy of losing badly needed business More importantly, 

it will mean Orleans County famiers could lose an outlet for their products fhis 

is but one example ofthe need for the FRRR to have direct access to other 

carriers (iVT seeks open access for CSX and NS to all short-lines in the BufTalo-

Niagara Frontier area Since this is in line with our position to remove 

interchange restrictions imposed on short-line railroads in order to enhance 

competitive rail service and spur economic development. GTC supports that 

view 
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G 1 here should be access bv both railroads to the Port of New York and other North 

Atlantic ports 

Comments; The proposed division of Conrail and method of operation in the Shared Assets 

Areas at the ports meet this GTC condition, provided there is fair and impartial 

enforcement ofthe operating agreements that will provide equal access. 

H The importance of Amtrak to the region 

Comments We ask the Board to remind CSX and NS of their obligation under federal law to 

give priority handling to Amtrak irains operating over the segments of Conrail 

each will acquire and ihat tracks should be maintained to Cla.ss 5 or better 

standards 

17. Conclusion 

In concluding this statement, I ask these rhetorical questions Why should an MPO plan fbr the 

movement of goods and why is an MPO participating in this proceeding'' The simplest answer 

is that the efTicient and economical movement of goods and materials to, from, and within the 

region is vital to the health of the regional economy Competitive rail service is just one of the 

tools we need to compete in the global economy For a section ofthe country that exports $14 

billion worth of goods and service, that statement is not a platitude 

Moreover, unless we maintain and impiove the freight transportation network we have, it could 
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become difficult to maintain the standard of living we enjoy Most of us take fbr granted that we 

will find grapefmit, oranges, and melons at our local supermarket We are accustomed to finding 

fmits and vegetables and other tbodstufTs not native to Western New York We seldom think 

about the logistics involved in having North Carolina-made furniture at our favorite furniture 

outlet, or Pacific Rim computers and cither electronic marvels at the discount stores Few of us 

know, or care, about the vital role the railroads play in having electricity available when we plug 

in a hair dryer, or a respirator at the hospital, or ftick the switch to light a Christmas tree 

These are just a few examples ofthe way the movement of goods afTects our daily lives There 

are many others That is why the GTC and local companies are vitally interested in what 

happens to Conrail and rail transportation in this region (See statement from Eastman Kodak 

Company in Appendix Xll ) 

When I was authorized to represent GTC in this proceeding, it was with the knowledge that I 

would continue the (i I C policy c f seeking the views of others in the region To illustrate that the 

views expressed herein are representative of local thinking, I am attaching, as Appendix .Xlll, 

copies of an article and an editorial trom the local (iannett paper, the DEMOCRAT & 

( HRONICLE, which were publisned in response to a well-attended round-table meeting I 

convened to hear CSX representatives, and a subsequent CSX meeting with the editorial board 

As the editorial states, the GTC supports the proposed division of Conrail between CSX and NS, 

but asks the STB to take the opfwrtunity to "make (the) Conrail deal better " 
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I have used the transportation contacts made during our regular goods mcwement planning 

program lo find out what they are thinking 1 he tbregoing comments and requests represent 

those views It is as close to "grass roots" as you can get Admittedly, 1 have translated some of 

their concerns and concepts into concrete solutions and recommendations that come from 55 

years of close association vvith the railroad industry I ask that the STB give them careful 

consideration 

When Conrail was created 21 years ago, the region's shippers supported it to keep it alive It 

needed all the help it could get, but times and Conrail's philosophy have changed When CSX 

and NS acquire Conrail, they should not be allowed to make the same mistakes I urge the STB 

to seize this opportunity to correct the problems that have evolved and produce a plan that will 

give the territory east of the Mississippi River, the Northeast, New York State, and the GTC 

region, a tmly competitive rail system 

Respectfully submitted for the 

GENESEE TRANSPORTATION COUNCIL 

H Douglas MidkifT ( / ^ 
Transportation Specialist 

I. H Douglas MidkifT. declare, under penalty of perjurv, that the foregoing is tme and correct 
Further, 1 certify that I am qualified and authorized to file this verified statement 

H Douglas MidkifT 1/ansportation Specialist, Genesee Transporation Council 
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Active Railroads in the GTC Region 

Railroad Names 
AA - Afcade and Attca DMVI - Dansville and IVt Morns GVT - Genesee Valley Transportation 
CP - Canadian Paafic FGLK - Finger Lakes Railvwy OAfl̂ R-Genesee and Vv/yomng Railroad 
CR • Conrail FRRR - Falls Road Railroaa LAL - Livoma Avon and Lakeville Railroad 

ONCT - Ontano Certral 
OMD - Ontano l ^ a r d 
RSR - Rochester and Southern GBnesoe Tranportation Counal 
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GENESEE TRANSPORTATION COUNCIL 

April?, 1997 

Mr Steve Eisenach, Director 
Strategic Planning Department 
Norfolk Southern Corporation 
Three ComrPcTcial Place 
Norfolk, VA 23510-9207 

Dear Steve: 

This to confirm our telephone conversation last week and to emphasize the 
importance of the Rochester area having an outlet to the Southeast without back
tracking through congested Buffalo. 

Some have said that using the present Conrail Line between Buffalo and 
Hai.. .t. ..rg, via Olean, Keating, Jersey Shore, and Williamsport, wo jld provide the 
needed outlet to Hagerstown I don't agree Handling traffic via this route would add at 
least a day and possibly two to the transit time between Hagerstown and this area, 
which would put you in a poor position to compete for traffic to and from East 
Tenne-isee, Florida, South Georgia, the Carolinas, and Virginia. 

From this area, ycu need a m.ore direct route . jrrisburg and Hagerstown 
which would leave the Southern Tier Line at a point east of Hornell. I suggested that 
you investicate the *3asibility of buying, or using, the Wellsboro and Corning from 
Gang Milis to what used to be Wellsboro Junction, then rebuild a 55-60-mile line from 
that point to reconnect with the Buftalo Line at Jersey Shore This is the old New York 
Central route r̂om Newberry Junction to Lyons, NY, via Gang Mills and Corning The 
line between Wellsboro Junction and Jersey Shore was abandoned by Conrail in the 
late 80's. It is now used as a trail, but I believe it was ' Rail Banked" to preserve it for 
possible future freight service. I don't know anything about its ruling grades, but it 
couldn't be any worse than the 2 6% on the Buffalo Line near Keating. 

I know you probably have hundreds of requests to do this or do that and 1 
appreciate your predicament Nevertheless, I wanted to call to your attention a good 
route between this area and the above southeastern points that would open up 
opportunities for conventional and intermodal traffic that haven't been available tor 
many years. 

Thanks for keeping me informed 
Sincerely yoprs, 

^ .//Louy/ 
Doug'Midkiff / / 
Freight Transportation Planner 

HDM/wp 

65 West Broad Street • Suite 101 • Rochester. Nevn Yoik 14614 2288 • 716-232-6240 • Fax 716-262-3106 Ctiaiiman: Atarvin f Dec*er, Central Statt Director /Vaftan L Jaschtk 

Cily ot Rochester • Counties of Genesee. Livingslun Monroe, Ontano Oneans. Seneca. Wayne. Wyoming, and Yales 
Geriesee.Finger Lakes Regional Plannir^ Counal • Rochestet-Genesee Regional Transportation Auttionty • State of New YoiV 
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Rail Distance to Harrisburg. PA froiTi RSR Rochester. NY 
attd New NS i acilitv at NYS 1 hruwav Bxit 42 

Route Rail Milage 

*From Rochester via: 
RSR-Silver Spnngs-NS-Bufraio-NS via BufTalo l.ine 416 

RSR-Macliias- thence via NS BufTalo Line 348 

RSR-Silver Spnngs-NS-(iang Mills-WCOR-Wellslwro Jct-thence new 
construction on rail-banked ROW lo Jersey Shore, thence via NS BulTalo L.ine 329 

RSR-Silver Springs-NS-Waverly-NS-Mehoopan>'-RBMN Trackage Rights-
Dupont-CP Trackage Rights to Sunbury , thence via BufTalo Line 384 

RSR-SiKer Springs-NS-Binghamton-CP Trackage Rights to Sunbur\, thence 
via ButTalo l ine 394 

*l-roni I-xil 42 NYS Thruwav \ia: 
NS- Gang Mills-WCOR-thence new construction on rail-banked ROW lo 
Jersey Shore, thence via Bun'alo Line 266 

NS-CP r.ast Coming-NS-Waverly-NS-Mehoopany-RBMN Trackage Rights to 
l)upont-CP Trackage Rights to Sunbur\ , thence via liulTalo Line 310 

NS-CP Last Corning-NS-Binghainton-CP T rackage Rights to Sunbury, thence 
via BufTalo 1 .ine 328 

one 
mile from an exit ori-390. approxitiiatelv 4 highway miles trom the center of the city Kxit 42 is approximately 38 highway miles from 
center cilv via 1-4W and 1-90. 
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'HAILER TRANSPORT SYSTEMS INC 

MAIN OFKU K - ROC HESTER 
''(K) Jellc-rsoM Rd - Ailniin. Bklg 
RochcsltT. Ncw Ydtk 14623 
Phone (7U.) 4:7 :(IH<) 
t ax: (716) 427-(I.S,<;ij 

SYRACUSE 
H14'> Morgan Road 
( lav, Ncw York l.V)41 
Phone (3|,S) h.';2-46(H) 
l.ix ( M5) 65:-1874 

B l F K A L O 
1 1:9(1 C dlonial Woods 
Aldcn. Ncw York I4(M>4 
Phone: (716) 437-47 <H 

F H I I ^ \ D E L P H I A 
14:6 Oakwood Road 
Coatesville, PA l'*.3:o 
Phone: (610) .3H4-.S()H: 

Fax: (61(1) .^K4-:KHK 

October 6. 1W7 

Mr. H. Douglas MidkifT, I ransportation Specialist 
Genesee Transportation C ouncil 
6̂  West Inroad Street. Suite 10] 
RcK-hester. N\ 14614-2210 

Re Finance Docket .̂ .̂ .'̂ XX. CSX Corporation and CSX 
Transportation Inc ̂  Nprfplk Southern Corporation and 
Noriolk Southern Railway Company - C ontrol and Operating 
Lease/Agreements - Conrail. Inc and Consolidated Rail Corp 

Dear Mr Midkiff i 

We are pleased the Genesee Transportation Council is a Part\ of Record in the above referenced 
prtKecdings The GTC s participation m behalf of the nine count\ region it stnes gives us the 
opportuniiv to express our support, in principle, for the manner m which ( SX and NS have agreed 
to divide Conrail, as described in the joint application filed in the above referencct' proceeding 

Trailer Transport Svstems. Inc is an Intennodal Marketing Company (IMC) headquartered in 
RcKhester. NY with offices in Buffalo and Sy racuse As and IMC we have volume contracts with 
all the major rail carriers, including ( R. ( SX. NS We move thousands of loads compnsed of 
vanous commodities throughout the countr\ annually 

The RcKhester area has been without a local intemiodal facility since Conrail closed it s ramp back 
in the early nineties As a result vve have more trucks on the roads and highways of the area, and 
less competition for truckload IralTic. hence, more stress on the infrastructure and higher rates for 
shippers and receivers in this area The long, expensive diays to either Buftalo (N'S) or Syracuse 
(CR) intennodal facilities do not offer a competitive rate or service option A local intermodal 
facility would attract thousands of long-haul transcontinenuil truckloads which now move via 
hiuhvvav 

I. David Bjschner declare under [Knaltv of perjur\ that the foregoing is true and correct Further 
I certify that I am qualified and authorized lo file this venfied statement 

Respectfully submitted. 

Dav id Buschner 
President 

DBB'ms 

TIA 
l M » K \ » t > l \ K l f S 
AsMM l \ I H > \ 

RECEIVED 
OCT 7 W 

Genese*> T'anc.portatian 
Cour)cil 

INTERMODAL SPECIALISTS 
ICC LICENSED FREIGHT BROKER LIC. MC 170574 

i.vn::R.Mv)nAi. A.s«.x:iAn(iN 
HI NOKTll ANOiKJCA 

MEMBER 



MVINGSION C O U M Y 
BOARD OF SDPKRVISORS 
Livmgslon ( ouiily (iovciniiicnl Cciilci 
6 Court Sircel, \ioô ^̂  302 
(icncsco, Ncw Y(irk 14454 

(716) 24.3-70.10 
[•'ax (71(1) 243-7045 

Dennis R 1 IDUSC 
Chauiiiun 

Clerk of tlie Roaiil 

May 29, 1997 

Mr Bill Burke 
Livonia, Avon & Lakeville Railroad 
3637 Rochester Road 
Lakeville, NY 14480 

Dear Mr Burke: 

Hnclosed please find certified resolution(s) adopted by the Livingston County Board of 
Supcrviso^s at their meeting on Wednesday, May 28, 1997, 

Res. No(s) 97-168 

Please feel free to call me if you have any questions. 

Sincerely, 

Virginia O Amico 
Clerk ofthe Board 

Enc. 



County of ĵ iVmpisn 

(̂ fnf5ro,̂ Ebl|orh 14454' 

RHSOLUTION NO 97 - 168 SUPPORTING LIVONIA, AVON & LAKEVILLE RAILROAD (LAL) TO 
ACQUIRE GENESEE JUNCTION YARD FOR THE PURPOSE OF 
CONNt CTING TO THI-. ROCHESTER & SOUTHERN RAILROAD (R&S) 

WHER1;AS, Norfolk Southern Corporalion and CSX Corporation will shortly apply to the federal 
:iface Transpoitation Board (STB) for approval to jointly acquire and then divide between them the assets of 

I i:: i the SIU may require merger proponents to divest properties or otherwise grant relief to affecied 
. .toiiicis, and communities, and 

WHI Hi-A.S, the Livonia. Avon & Lakeville Railroad (LAL) and Rochester & Southern Railroad (R&S) 
lire imponanl components of Livingston County's economic develoi;uient mfrastructure, and 

WHER1-:AS, the LAL is currently allowed to interchange freight traffic only with Conrail at Genesee 
Junction Yard in the Town of Chili, notwithstanding the fact that R&S tracks lead into said yard; and 

VVHL:RHAS, Genesee Junction Yard is to oe transferred to CS.X, leaving intact the "firewall" that 
picvciits I Al. 'r,'i;i interchanging tratTic with R&S, and 

\VH1:R1 AS, the LAL proposes to acquire Genesee Junction Yard fcr the purpose of connecting to the 
: .v , ,!i;d via R&S, to other carrieis including the Norfolk Southern), and such a connection will benefit and 
strengthen LAL and R&S and increase shipping options for Livingston County mdustries and agriculture; and 

WHEREAS, the LAL is captive to Conrail today because the federal agency that created Conrail in 1975 
' ! to let LAL acquire the Avon-Caledonia line ofthe Erie Lackawanna Railway, now, therefore, be it 

Ri;SOLVED, that the Livingston County Board of Supervisors supports the proposal ofthe Livonia, 
\ . . , & Lakeville Railroad to acquire Genesee Junction Yard for the purpose of interchanging freight trafiic with 

t:K- R.'chester & Soulhem Railroad, and urges the Surface Transportation Board to condition its approval of a 
C.inra;' - • : irpiication upon acquisition of Genesee Junctio.i Yard by LAL, and be it further 

SiLSULVLD, lhat copies of this resolution be sent to Congressmen L William Pa,xon, and John LaFalce 
.J ! '̂. iiators Daniel P Moynihan and AJfonse D'.^niato and the New York State Commissioner of 

; .Ttation 

Ncw York 

RICH J ESSt!^R.CHAlRiMAN 

; (.(H'NTY ^Juul» ?frtrf{ lhal I, the uiiJcrsigiicd. CIcik of the Board of Supervisors ofthe County of 
;rr̂ ;ŝ ^̂  Livmgslon. tiave compared die foregoing copy of resolution widi die onginal resolution now on 

> ( KK file in diis otiice and whicti \va.s duly adopted by the Board of Super̂ 'isors of said County on the 
2»l)i Jay of May, 1 '̂ 97 and thai t' ic bamc is a true and correct tj anscnpl of said resoluUon and of 
the whole tlicicof 

3i l i i r t J Itrrrif I have hcicuiilo ;lic olVî ial seal of t.he Board of 
< • ' . , tAtav. 

/ Clerk of the Hoard 



G r o w e r T H A B E N III 

C H A I R M A N 

R A Y M O N D ; S C I A R R I N O 

C O U N S E L 

P A T R I C K R O U N T R E E 

D I R E C T O R 

L I V I N G S T O N C O U N T Y 
I N D U S T R I A L D E V E L O P M E N T A G E N C Y 

L I V I N G S T O N C O U N T Y G O V E R N M E N T C E N T E R 
6 C O U R T S T R E E T , R O O M 3 0 6 

G E N E S E O , NEW Y O R K 1 4 4 5 4 - 1 0 4 3 

P H O N E : 7 1 6 - 2 4 3 - 7 1 2 4 

F A X : 7 1 6 - 2 4 3 7 1 2 6 

June 10. 1997 

Mr. William Burt 

Livonia, Avon & Lakeville Railroad 
f̂t."̂ ? Rochester Road 

Lakeville, NY 14480 

Dear Mr, Burt: 

iMicIosed please find the resolution adopted by the Livingston County Industrial Development 
Agency at their meeting on Thursday, June 5, 1997. 

Please feel tree to call me if you have any questions. 

Sincerely, 

Darlene Lssler 
Administrative Assistant 

[•"nclosure 

g\ida\0087 

.(f'i'c.ic 7a "^fau. '7fauz "fHit-.^et.!. 'Z^<^u.t "/uiu-.e. 



RESOLUTION REGARDING IMPACT OF CONRAIL MERGER 
ON LIVINGSTON COUNTY RAILROADS 

WHIiREAS, Norfolk Southern Coiporation and CSX Corporation will shortly apply to 
the federal Surface Transportation Board (STB) for approval to jointly acquire and then divide 
between them the assets of ConraiL and (he STB may require merger proponents to divest 
properties or otherwi.se grant relief to affected railroads, customers, and communities; and 

WHl'REAS, the Livoma, Avon & Lakeville Railroad (LAL) and Rochester & Southem 
Railroad (R&S) are important components of Livingston County's economic development 
infrastructure; and 

W H I ; R E A S , The LAL is currently allowed to interchange freight traffic only with 
Conrail at Cienesee Junction Yard in the Town of Chili, notwithstanding U.e fact that R&S 
tracks lead into said yard; and 

WIIIiREAS, Genesee Junction Yard is to be transferred to CSX, leaving inta-t the 
"firewall" tltat prevents LAL from interchanging traffic with R&S; and 

WHEREAS, the LAL proposes to acquire Genesee Junction Yard for the purpose of 
connecting to the R&S (and via R&S, to other carriers including the Norfolk Southem), and 
such a connection will benefit and strengthen LAL and R&S and increase shipping options for 
Livingston County industries and agriculture; and 

WHEREAS, the LAL is captive to Conrail today because the federal agency that 
created Conrail in 1975 reftised to let LAL acquire the Avon-Caledonia line of the Erie 
Lackawanna Railway, 

nil 'REFORi:. BL: I T H E R E B Y R E S O L V E D that the Livingston County Industrial 
Development Agency supports the proposal of the Livonia. Avon & Lakeville Railroad to 
aciiuire (ienesee Junction Yartl for the purpose of interchanging freight traffic wiUi the 
Rochester & Southern Railroad, and urges the Surface Transportation Board to condition its 
approval of a Conrail merger application upon acquisition of Genesee Junction Yard by LAL. 

Dated at Geneseo. New York 
June 3. 1W7 

g\ida\W80 



Livingston 
J County 
Chamber 

of Commerce 

42 ) 5 L A K L V I L L P R O A D 

B U 11 D 1 N G 2, S U I T E A 

G t N F S t O, M Y t 4 4 S 4 

(716) 24 i-41f)0 FAX 243-4824 

RESOLUTION : IMPACT OF CONRAIL MERGER ON 
LIVINGSTON COUNTY RAILROADS 

WHEREAS, Norfolk Southern Corporation and CSX Corporation will shortly 
apply to the federal Surface Transportation Board (STB) for approval to jointly acquire 
and then divide between them the assets of Conrail, and the STB may require merger 
proponents to divest properties or otherwise grant relief to affected railroads, 
customers, and communities; and 

WHEREAS, the Livonia, Avon, & Lakeville Railroad (LAL) and Rochester & 
Southern Railroad (R & S) are important components of Livingston County's economic 
development infrastructure; and 

WHEREAS, the LAL is currently allowed to interchange freight traffic only with 
Conrail at Genesee Junction yard in the Town of Chili, notwithstanding the fact that 
R&S tracks lead into said yard; and 

WHEREAS, Genesee Junction Yard is to be transferred to CSX, leaving intact 
the lirewair that prevents LAL from interchanging traffic with R&S, and 

WHEREAS, the LAL proposed to acquire Genesee Junction Yard for the 
purpose of connecting to the R& S (and vis R & S, to other carriers including the 
Nortolk Southern), and such a connection will benefit and strengthen LAL and R & S 
and increase shipping options for Livingston County industries and agriculture; and 

WHEREAS, the LAL is captive to Conrail today because the federal agency that 
created Conrail in 1975 refused to let LAL acquire the Avon-Ca'edonia line of the Erie 
Lackawanna Railway. 

THEREFORE, BE IT HEREBY RESOLVED fhat the Livingston County Chamber 
of Commerce supports the proposal of the Livonia, Avon & Lakeville Railroad to 
acquiie Genesee Junction Yard for the purpose of interchanging freight traffic with the 
Rochester & Southern Railroad, and urges the Surface Transportation Board to 
condition its approval of a Conrail merger cipplication upon acquisition of Genesee 
Junction yard by LAL. 



The Lowville & Beaver 

Kiver Railroad Co. 

Mohawk Adirondack & 

Northern Railr<»ad C orp. 

October 1, 1997 

Ot'pi 'w Lancaster & Western 

Railroad Co., Inc. 

GVR Associates Inc. 

" t he " Di' laware-Lackawanna 

Railroad Co., Inc. 

RECEIVED 
ncTfi 

Ml ! i Douglas Midkiff, Transponatioii Specialisi 
Cienesee I ransportation Council 

West Broad Street, Suite IOI 
Rochester. 14614-2210 

RI-, l inance Docket .̂ .̂ .»88. CSX Corporation and CSX Transponalion Inc , Norfolk Southern 
Corporation and Nortolk Southern Railway company - i jMtdmd.QjMalLnj i . 
Lease/Ajjreenicnts - Conrail Inc And Consolidated Rail Corporallun 

Venfied Statement 
on behalf of 

GVI Rail Svstem 
Parent Company ofthe 

Falls Road Railroad Co , Inc 

Dear Mr MidkitF 

We are pleased to see that the Genesee Transponation Council (GTC) has chosen to 
become a party of record with the Surface Transportation Board on the issues involved with the 
division of Conraii bv tin.- \ufioIi\ Si.uiiici r. «. J CS.X Our c;-.;":-ar;, .s'jpport;;. in pripcip'e. th'' 
manner in which the two panics have agreed upon to divide Conraii However, we now have an 
opportunity to correct some of the competiti' e issues that have come about since 1976 W hen 
Conrail was created, some 21 years ago. it needed ali ofthe competitive edges it could get. but 
times and economics have changed Conraii has evolved into a stiong earner 

The Falls Road Railroad Co , Inc is a subsidiarv ofthe Western New York based Genesee 
\ ailev fransportation Co . Inc I Rail System), a privately help corporation established in 
|*)S0 Ci\"l Rail Sv stem has prov ided industrial development opportunities throughout its 
growing system, which consists of subsidiarv railroads the Lowville and Beaver River Railroad 
Company (LBR), Mohawk. Adirondack & \onhern Railroad Corp (\1H\\ A), the ' Del?Wt.re-
I ackawanna Railroad Co . Inc (DI.) rails Road Railroad CO . Inc (I RR) and. Depew, 
Lancaster & Western Railroad (.'o . Inc (DLW R) GV I Rail s 5 railroads encompass 272 miles 

8364 Lewiston Kd. Batavia, 14020 124"> Phone:716-343-5398 Fax:716-343-4369 
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serving 92 companies which employ 6,400 people 

The FRR is a 45 mile branch line which r-uns from a Conrail connection at Lockport, 
Niagara Countv, New York through Orleans County and terminates in Brockport, Monroe 
County It should be noted that the latter two counties are in the area served by the GTC This 
line was purchased by GVI Rail in November 1996 from Conrail which is the sole source of 
interchange 

Our largest shipper, Knowlesville Agway, ships over 500 cars of grain products out from 
this Orleans County site via a 100% Conrail routing to Delaware, Penn.sylvania and Maiyland, 
Following the breakup of Conrail, this routing will become a CSX to NS movement This 
structure will leave this Agway mill, and the FRR, in jeopardy of loosing a significant portion of 
its market share 

We would like to implore the GTC. in concert with the Frie County Industnal 
Development Agency, to seek open access for NS and CSX to all of the shortline. .n the Buffalo-
Niagara Frontier area At a minimum, the FRR would like to see a low reciprocal switch fee 
established between CSX and NS, therefore guaranteeing that both the FRR and Agway will 
continue to enjoy the market access we have for this traffic 

1. David J Monte Verde, declare under penalty of perjury that the foregoing is true and 
correct, and that I am qualified and authorized to file this venfied statement Executed this 2nd 
day of October 1997 

Sincerely. 

David J Monte Verde 
President 

DJMV/lm JEANMPF.CA 
^•"^^^ ' "^ Notary PubMC. .state of New York 

CC file 

Qualified in Genesa» Coi«tj^ 
My Commission Expires | ~ IJ 
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October?, 1997 

Mr H. Douglas Midkiff, Transportation Specialist 
Genesee Transportation Council 
65 West Broad S^'eet 
Rochester, NY l^dl4-2210 

Re: Finance Docket 33388, CSX C FTS 

Eastman Kodak Company. Rochester, NY is pleased to join the effons of the 
Genesee Transportation Counci! (GTC) in support of the above referenced 
docket Enclosed you will find the verified statement submitted by KODAK 
eartier this year to both CSX Corporation and Norfolk Southern Corporation. 

As you have stated there are several issues which need to be addressed by the 
STB to insure the Rochester area realizes the benefits claimed by the parties 
Many of the proposals identified in Volume 3 A & B in the Operating Plans are 
cntical to the success of improved service and competition For example, one of 
several specific requests by Norfolk Southern ( New Connections 7 16', Volume 
3B, NS Operating Plan) is for new c-onnections over Buffalo to avoid CP-Draw 
CP-Draw has been a bottle neck for years. Approval of this request is important 
because it will. 

1, Improve service to and from Rochester via the Rochester 
and Southern Railroad at Silver Spnngs, Norfolk Southern 
for points in the West 

2 Provide better access to the Southern Tier Route for 
shipments to the ports, including Rochester shipments 
interchanged vvith the Rochester and Southern railroads 

3 Assure the continued utilization and thus financial stability of 
the Rochester and Southern Railroad This will provide 
competitive service for Rochester and additional competition 
through other interline routes 

EASTMAN KODAK COMPANY 
1400 MT READ BOULEVARD • ROCHESTER, NEW YORK 14650 • 715 458-1000 • Te/ex 97-8323 



Page 2 
October 7, 1997 

We strongly support approval of this Docket 33388 with appropnate conditions. It 
will enhance the position of a!' businesses utilizing rail services located in the area 
sen/ed by the Genesee Transportation Council We believe the competition it will 
foster, wil! serve as a catalyst for future growth. 

Linda Kelley 
Worldwide Transportation Services 
Mgr Inbound, Rail and Bulk 
2400 Mt Read Blvd 
Rochester, NY 14650-3061 

I Linda L. Kelley, declare under penalty of perjury that the 
foregoing is true and correct Further, I certify that I am 
qualified and authorized to file this venfied statement. 
Executed _23_ day of May , 1997 

GTC VERSTATEMENT doc 
10/01/97 2 53 PM 



VERIFIED STATEMENT OF LINDA L. KELLEY 
Gn behalf of 

EASTMAN KODAK COMPANY 
FINANCIAL Docket No. 33388 

My name is Linda L Kelley, I am the Manager of Inbound Transportation, Rail and 
Bulk, at Eastman Kodak Company. 

For the past 15 years I have been responsible for the inbound transportation of raw 
materials used in our manufacturing process My responsibilities include but are not 
limited to negotiating rait rates, rail contracts and maintaining a relationship with the 
railroads who provide delivery ofthe raw materials Our mission is to be the 'World 
Leader in Imaging" and continue to increase our market share as the largest 
manufacturer of film, chemicals and paper used for taking pictures not only by 
individual consumers but also in vanous industries like Publishing, Entertain "nent. 
Professional and the Health markets. 

Our major manufacturing facility is located in Rochester, NY and rail senyice is a vital 
part of our operations. It constitutes 40-50% of the transportation expense of 
inbound goods. We handle between 10,000 and 15,000 carloads of coal and raw 
matenals at our site each year. 

The agreement, reached by the CSX Corporation and the Norfolk Southern 
Corporation, announced jointly in a press release issued Apnl 8,1997, contained 
plans of the two railroads, to jointly seek approval of the acquisition and division of 
the routes and assets of Conrail. Incorporated Sales Representatives of both 
railroads have personally described this as the same plan to be presented to the 
Surface Transportation Board for consideration. Financial Docket 33388. 
It IS their bell"'' approval will create balanced competition, "-istore competition where 
there is only s ng'e service today and improve service to customers. 

As a user of rail services, the plans proposed by CSX and Norfolk Southern appear 
to be very encouraging We support the merger, as long as the details of the 
application match the information which has so far been published 

The issues important to the continued growth and future competitive position of our 
company involving the Conrail acquisition and divestiture of the assets, tracks and 
trackage rights are as follows 

EASTMAN KODAK COMPANY 
2400 MT READ BOULEVARD • ROCHESTER. NEW\bRK 14650 • 716 458- lOOO • Te/ex 97-8323 



1 It is a musl that we continue to maintain our present position of dual rail 
service to Kodak Park from financially sound carriers, which today offer 
competitive, reliable rail service. 

Today, Kodak is fortunate to be in the unique position of having direct 
service to our manufacturing facility from two railroads, Conrail and the 
Rochester and Southern Railroad a short line railroad owned by the 
Genesee and Wyoming Inc, 

Two railroads offering a choice of competitive routes for shipping or 
receiving bulk commodities of raw materials to/from points West and 
Southwest IS an advantage we do not want to loose either directly or 
indirectly due to impacts of the proposal on either railroad. 

It is also important to have the ability to interline our rail shipments to 
other rail carriers in Buffalo, NY and assurance today's process of open 
access' will continue for the Rochester & Southern Railroad. If CSX will 
own the Conrail line in Buffalo, these interline connections while providing 
reliable service must continue to be available at reasonable' rates. 

It will provide an exceptionally favorable opportunity to have two carriers 
share access to the rail lines serving the Monongahela coal fields located in 
Pennsylvania and West Virginia, Such shared access was listed in the 
announced plan. 

This shared access would truly foster competition not previously available. 
The final determination ofthe services to be available from the coal mines 
must include reasonable and equitable joint facility charges at origin. 

Since reasonable and reliable rail transport of coal to our Steam and 
Electric co-generation plants, the largest such industrial site in New York 
state, IS critical to the economic production of our products, joint access 
to the coal fields, linked with our present dual delivery capability, assures 
us of competitive transportation rates for coal and will help our 
photographic products remain competitive in the marketplace. 

• 4 -



3 It IS important to continue to maintain and improve service for our 
Import/Export ocean container freight Our opportunu -̂ s for container freight 
may be expanded if both railroads will serve the East coast ports and jointly 
share operations as indicated in preliminary information 

Kodak IS the 12th largest Importer/Exporter in the United States and the 
majority of our Imports/Exports are shipped in ocean containers 
Railroads are used by Kodak to transport some of these containers to and 
from coastal ports 

With an approximate annual volume exceeding 10,000 containers, the 
potential to expand the usage of rail service resulting from competitive 
access to tne Eastern ports, will help maintain our position as we expand 
in the global markets. 

In closing we are hopeful the application being presented to the Surface 
Transportation Board matches the spirit ofthe April press release and will truly 
establish competitive rates and service options for all phases of Eastman Kodak 
Company's rail business. In that spirit we support the joint Docket No. 88833. 

I Linda L. Kelley, declare under penalty of perjury that the 
foregoing is true and correct. Further, ' certify that I am 
qualified and authorized to file this verified statement. 
Executed _ 2 i . day of May , 1997. 

Note We will be sharing these comments with both CSX and the Norfolk Southern 
as well as the appropriate State and Federal agencies in support of the 
issues outlined above 

-5 -
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Make Conrail deal bettei 
•l\ca,:nniciKlati()n,shv 
(Icncscj Ti-aiispoiiation Council 
slu'iiliiir! betaken iiizhtlv. 

A f urious bidding war fbr Conrtiil, thv 
biggest freight rail serving Rochester, 
has culminated in a $10 billion proposal 
that's calming concems about ci-eation 
ofa giant railroad mono[)oly. There 
remain, Iiowever, issues that federal 
traiisportation experts need to address 
befcH-e finalizing the deal 

The Surtace IVansponal.ion Hoartl m 
VVashington, D.C, is scheduleti to decide 
whetiier to .ipprovc the proposed joint 
tak(«over oft 'onrail by (.:SX and its lead
ing coniiietitor. Norfolk Southern rail
road, by June 199S.The plan resulted 
from indiviiiual attempts by CSX and 
NS to buy Conraii. formed in 1976 with 
the federal government's l)ie.ssing f-rom 
tht- merger ofsi.x bankrupt railn)ads. 

Ajiiong those neivous about the possi 
biHly of CSX or NS gaining total cont rol 
of Conrail was the Genesee Transjxirta-
tion Council, v.-hich coordinates and 
a.sses.ses transportation seivices in the 
Rochestei- region. Ilowever, aft(,-r tiie two 
lines announced in Apri l that they'd 
jointly own C\)nrai!, GTC said it.sup|)ort-
od their 2") 2-inch thick new proposal "in 
pnnci|.i!e" 

_ Lookiiii; ,il the I'l.tenti.,. : . . 
New \ork. (.rrc's iate.st position seems 

ii;a.~(inaiii,-. i-..\..-Ui;g ( .-en i.'e pro
vides only direct routes east and west. 
Lhider the nev plan, in which. CSX will 
invest more than $20 milHon m capital 
im[)rovements in New York state alone, 
for the first time, direct north and south 
rout(>s wi l l aliJo become available. This 
will give New York businesses dii'ect 
freiglitline access to the nation's fiiitest 
growing re-gion. (.'tilities like Rochester 
Gas and Electric Coq)., which depend on 
coal shi[)ments from West 'Virginia, are 
understandably e.xcited about having 
choice in major railroads. That's some
thing Rochester area businesses haven't 
had since 19G8 when (^onrail's predeces
sors went under. 

Drawbacks''Well, tor one thing, the 
pro[)osed servnce to the Southea.-t isn'i 
as direct as it could be. Shipment^: from 
Rochester would have to go first to B uf
falo or^'Vlbany, a^rj then .southward. Con
sider'* also needs to be given t(- ,<o-
a.i; ;d short-line railroads, like 
Rochester & Southern, being able to con
nect to the vast CSX-NS nj i l svstem. 

Local rail expert.'̂  like Doug .MidI\ifT" 
of the GTC arc expected to express their 
reasonable concems about these and 
other regional rail issues in a resolution 
to be filed with the STB. Their views 
di'sen-t' to can-y weight, i f the takeover, 
winch is almost certain to be a[)prov'-d," 
:s to be as beneficial to New Yorker-, i-; 
;'.'slHMng touted by the affected rail
roads. J 



Dividing the system A 1-1'.SKI,̂ y—" 

/f al goes as cxpoctcj, CSX Cord 
a : will take ovo. tf.e-w.iterle^ •'^ ' 

! ^oiJft'• of Coi.MiMnc. wfii/e, 
Norfolk Southern Corp 
takes over the - ^ C , y-» 
Southern Tier _v ^ S f 
route ^ y ^ \ ( 

Raiirond routes 
CSX Corp. 

Norfolk 
j Southern 

Railroads readŷ ospIUupConrail systm 
• Rochester u',11 hcnc(]| as CSX ,„tl - ^ " - ^ l U v. ,. ,, aiR! Hot to .soil-,.,.V,,,-, 1,1 -
Nonolk .Soulhcrn rcdo.NcwVork routes. 

PMIL EBERSOLE 

Duniif; tiiene.xt \2 nmntlis 
"'(•|);meni (i.,-niilio.ul .se, v,, , i 
"> u|).sl.Ue New Yoik w,l | !«. 
set lor.'if-eneiation or more 

llieir..S,.Surf;He'IV.„,,s,.„-
'••"<m lioanl ,.s .Ml,e,i„!o,| to 
rule l.y luneS, iy98,nM.-,,,l,,,, 
i;y US.X Cori). .-md No.foll; 
.Southern Corp to .spin up the 
( onrrul .sy.stem. 

Vv'lule it's a foregone n,,,-
tlu.sion that the (!e.-,| will hr 

••'l'l"nv,.,|, the STIt lie.„,„,,s 
l>ii>vi(l.'.i(onini to resolve tlie 
'I'KiiHis long.staii.liiig i,s,sue.s 

'.-111.serviee, .said OougMid. 
lull, ,i,st.,(r,,.vp,.| i „ ( il,e (Jen-
e.see I iaiis|)0(-|;,ti„|, (•„j,„^,j| 

" IS hke a "eon.stitutioiia! 
t"nvonl,„n" (or .V,,,lheast 
iailin,iils, lie s.iiil 

JVluhaell'.n.iini.M.p.irtola 
(loeg.ition that met 

" l l i l Koehe.st.., hu,sine,s.s .uid 
loiiiiminity lejiders la.st 
«v<'U. .s,ud (XX l,ou,;l,t into 
^ " " ' • i i i îs an investment 

not to Kolv(; evc-y pn,l-lein 
Overall, lie said, lh,- Hod,-

t-.' tor ;uea .st;in<ls to Ijenefit 
wlien the Northeast rail map 
IS I . drawn 

.,,!'J",,'''W'''''^' ' '* '" ' ' l i t IS lli.at 
l-SX C,,.p. will olli-r direct 
'""•«I".V ('leiKht .seivi.e to' 
"lost of the Southeast, which 
Its eurrenl Iratic covers 

Conrad, whit lns limited to 
he Northeast ,aiid Midwest 

l.iees delays wiien ,1 hand.s 
-ver re.Kht car.s to radro.ids 
"iilside iLs region 

It will he like having .., . j j . 
rect airline lliglu to a destina
tion mste.ul of having to lav 
"ver m several ditfereiit 

cities, linmmer .said, except ; 
switching vaid 

can take , i day („• more 
('"lyalKHit 11 i^'icentoflh,. 

Northeast's freight niovs In 
• •" 'Most of 11,0 ,v.sl g,„..s hv 
."•"^•k Hut lai l .seivice is 
ii 'iixiitant (o companies lh,,t 

or .sell co;d, eheniK:,ls 
' • " " ' ^ ^ ^ i . fMiin pnnluce or .anv-
t ' i i iK el,se that ha.s I , , |„, 
shipinjllongdistancesinlnilk 

< .SX will .sorve HiKliestrr 
l'"<-^tl.V It wdl oporal.. lh,. 
uator lovel route" conneel-

Hull.do, Hoeliester .Svra-
cu.se and Albany and running 

RAILS, 1 1 1 6E 
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Rails 

1 
M U ) M I ' A ( ; K I E 

.south to ,NIi.w '̂(11 k ('itv 
Norliilk Soutliern will o|H'iate ; i 

.Snuthi'in 'l'i(.r route, rLinniiig from 
liufl.ilo through IJiiif^h.inilnii to 
northi'rn New .)(.|s(.v 

Rochester will he iinked lo lhat 
route at Silver Spring hy the 
Rochester and .Southern It.iilro.id, 
a unit of lh(> independent (!eiies(.i. 
& Wyoming Railroad company. 

I'Acn so, Muikiif s.iid, Hocliestc.r 
oug'lit to have a more dirocl THUIC 
going south. Under the CS.<-Nor-
I'olk Southern plan, loe.il shippi.rs 

Oatering to 
your need for real 
work experience; 

In an exclusive arrangement, 
Marriott Manaj;eiiient .Services 
teams wi;!i Hiyant Slralton lo 
pio\ ide college siudeiUs wiih 
le.il work experience prior to 
griuUi.ilioii. 

I Ills N.iUiahle caieei cclleLie 
ediicilioii places vou on Ihe 
inel'cired employment Hack lor 
,1 liospil.ilily caieei. As an added 
heiielil. goulu.iles will (.arii a 
preiniuiii hourly wage and 
eom|)(.lili>e iienefits when 
iiiieil ,11 Koihesiei .nul Hutl.ilo 
iirea Maiiioll Management 
Sei\ k es t.iedilie. 

I Ol lliose piiisiiing ,in .'\ssoeiale 
i'egiee m Keslauratit Hold 
.Man.igemeiil. the Mai iiolt 

orgaiii/ation pios ides liiition 
reiiiihiirsenuiit for llie eiedits 
iet]iiHed to eoiiipk'le the lii v.iiK ,y 
SiMltoii IX"i;ice 

/ / , , " 1. Ij'in (' (. hill,,, . 

fiiiil mil tf tint I'll' fl I 

i/ii I lit! iiinKitii'i 

325-6010 

C lasses s l a i i ( (e l idu r I 

1> 
Harriott 
M I M I I S K I s I W. I s 

Bryant & Stratton 
l l ii: C'\Ri':KR CoLLK( Of- (:i u )i( :K, 

who want r.ail serviee to the .South-
(.ast would have to swing west to 
Hullalo or east lo Albanv. 

l i i imi i i i . r who's CSX .issistaiit 
viee president Ibr strategic plan
ning, said the plan will be Ix'tter 
th.lll the pres(.nt .system, ( j i r ren l -
l>, for ex,im|>le, freight ears that go 
from Hoeliester to Atlanta must be 
muted Uirough a switching yard 
n(.,u ('ineinnati, he said. 

;\iiother issue for local shippers 
IS int(.riiiodal r.iil-truek sei-\ iee for 
iMi' k trailers and other bulk eon-
I.oners ('onrail ended intennodal 
.'ivKc in Hoeliester in 1992. 

< ies|)ite this city's position as a lead-
ini! region.-il export and nianufae 
t i iniig center, Midkiff .said. 

"fi l ls area has a great deal of int<'r-
IIIIKI.-II [jotential," said David H. 
Hu.seliner, presi(.;'nt ofTlailer'iVa.'is-
1)011 Systems Inc., a ilennctUa-basiHl 
eom[iany s|X'eializing in inti.miodal 
s .iviee. Hut m:uiy eustomers were 
lost fiir giKxi after Conrail's iniiloul 
lioiii Ittx hester, he .said. 

Tbe cost of building an in-
trrniodal yaid averages $10 million 
IILSIT) million The economies of .ser
vice vary on different routes, but it's 
dosii.ible fbr a staiid-.alone inter
modal yard to generate one train a 
d.iy with 80 to UK) ears. CSX will 
look ;it the feasibility uf intennodal 
seiviee in Hoeliester, he .said. Hut he 
iiotrd that intermodal sei"viee is 
r. lilable in Hullalo and Syracuse. 

.Man.igers of short-line railroads 
ivant an end lo 'Chinese walls' 
that keep them from making eoii-
iirctions to other ne.irby rail lines. 

lOxamples are the Livonia, Avon 
ami Lakeville, whuh tenilin;ites 
within sight of the Hoeliester i t 
.Southern in 1 ieiinett;i. and the {''al's 
Ho.id Itailniad. which extends from 
Hi(K-k|Hirt to I>(K'k|)ort, but can't link 
up with railro.ids going farther west. 

WilluMi 1). Hurt, vice president 
.aid general manager o f t j \ & h , said 
lie cm r(..ich out a locomotive win
dow and shako hands with an engi-

Railroad history 
1 9 6 8 . New York Central and 

Pennsylvania railroads merge to 
f o im Penn Central, ending railroad 
compet i t ion in upstate New 't'ork 

1 9 7 6 . Penn Central is one of six 
bankrupt Northeast and fVlidwest 
railroads that merge to form the 
Consolidated Rail Corp.. later 
rcnaiPied Conrail Inc 

1 9 8 0 . Staggers Act deregulates 
railroad industry, leading to a new 
era of compet i t ion Railroads make 
,< comeback, hauling AO percent 
more traff ic than during World VV.ii 
II, their previous peak, over /)4 pei-
cent less track. 

1 9 2 7 CSX Corp and Norfolk 
Southern Corp end a bidding war 
ror Conrail by agreeing to divide 
its routes and assets. If their plan 
is accepted. New York state wil l 
once again have major railroad 
compet i t ion. 

iieer of Hoeliester & Soutlieni, but 
not connect the two railroads'track 

Hnmmer s.iid CSX is interested 
in .alliaiues with sboit-lme railroads 
tha, could l«> feeders into its sv.steni. 

Hut he added that CSX Won't 
give aw;iy tiackage rights for noth
ing, parlicul.arly to railroads that 
may divert trafiic to coiii|ietitor,s 

Overall, most upstate New York 
shippers shouid tienelit from tlie 
takeover, lirimmer said CS.X will 
spend S220 million on ujigrading 
the Conrail system even before the 
merger is oflieially approved. 
That's roughly eciuivalent to one 
year's capital expenditure for CSX 
itself About $27 million of that will 
be spent in .New York state 

.Midkiff said competition will be 
good for Itochester. "Conrail has 
behaved with the arrogance uf a 
monopoly," he .said 

Hrimmer responded ruefully, "In 
addition to buying Coiirail'.s track, 
we've al.so taken on a lot of tlicir 
baggage." J 



b / ' t i 9 .Sweeteoors Blvd 
P O Box 1 9 0 B 
Lcikeville. New Yo-k ' ' 4 4 3 0 
1 7 1 6 1 3 4 6 - 2 0 9 0 ph. 
17161346 6 4 5 4 fax 

October 14, hW7 

H. Dougla.s MidkifT 
Transportation Specialist 
(jeiiesee Transportation C ouncil 
05 West Broad Street. Suite 101 
Rochester. NY 14614-2210 

re: 1-mance Docket No. 333S8 

Dear Mr. MidkitT 

I am writing to express the suppoit ot the l.ivoma. Avon & Lake\ ille Railroad 
(orporation (LAL) for the participation ofthe Genesee Transportation Counci' 'P the 
abo\ e referenced proceeding. 

As you know, LAL is a party of record m this proceedmg. W e have expressed our 
opposition to the proposed division of C onrail in its unconditioned form, and o\.\\ 
mtei.t to .seek conditions that would remove the restriction on interchange between 
LAI and the Rochester «& Southern at (ienesee Junction Yard in the Town of Chili. 

I li.i\ e noted that the Genesee Transportation Council supports our request for such 
conditions W'e appreciate (jTC's support, and would like to express our agreement 
with the views you have expressed that now is the time to v'orrect mistakes that were 
made in creating Conrail (e.g.. LAL's captive status) bef'̂ re they are further 
exacerbated by the propo.sed division of Conrail's assets. 

I hereby declare under penalty of perjury that the foregoing is true and correct, and 
further certify that 1 am qualified and authori/ed to tile this letter of support. 

\'oins very truly. 

William 1). Burt 
Vice President and General Manager 
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COOK& 
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Hi II I n s . . 

^ m m 

U l ) , \ (fKJII MiRtOMV.SiNf 1 I 

I M ' I VNM-i I ! IS | \ I > K N A 

Honorable Vernon A Williams 
Secretary 
Surface Transportation Board 
1<̂2.5 K Street. N W 
Washiniiton. DC 20423OOOI 

\ \ t SIMM I O '1. Vt« • I'lS 

I MMI tn .» ( • ' I IHh i i rUwlon i 

\ X l l l K M I Vk'o. II 

•I w It 

• •: VI, I S,. . K 

M l K. (.1 t M 

\ n I l l s i m i 

. W W i l l H 

, l . , . i . . « II. .M •.M% 

I . I I H11 

I I NSI N 

> J I I I \ M | t l \ 

1 BoHMSKIMr fR 

i m M Pmi 1 

. K I I ' l KK^ 

I H . M II . ; 

Re: CSX Corporation and CSX Transportatitin. Inc . and Norfolk 
Southern i-'orporation and Norf\>lk Southern Railway Company -
Coiurol and Operating I.cases'Agreenients (^mrail. inc. and 
C.irisolidaied Rail Corporation. S I D l inance Docket No. 33388 
Seivice of Mlings Puisuant to Decision No. 43 

Dear SecrelaiN Williams: 

Pursuant to [>ecision No 43 of Ihe Surface Transportation Board in Linance 
Docket No. 33388. enclosed is an original and ten (10) copies t)f a Certificate 
of Service indicating that the service required b\ said Order has been 
accomplished. 

Sincerelv. 

A 
<rcT r\ 199? 

Michael W Maxwell. Jr. 

Counsel for City of Indianapolis. Indiana 

MPM'csg 
1 jiclosiires 



Before The 
SI RI A( I l i ' ANSl'OR T.VHON BOARl) 

W ashington. D.C. 

1 inanee Docket No. 33388 

CS.X ( orpi>rtion and ( S.X Tran.sportation Inc. 
Norfolk Southern Corporation and 

Norfolk Southern Railway Company 
— Control and Operating Leases -Xgreements --

Conrail. Inc. and Consolidated Rail Corporation --
Transfer of Line liy Norfolk Southern Railway Company 

l o C SX I ransportation Inc. 

( KRTIKK A l l . o r SKR\ IC E 

Pursuant to Decisi<in No. 43, STB l inance Docket No. 33388. the undersigned 

certifies that a copy of all filings submitted so far in the proceeding by the City of 

Indianapolis have been ser\ed on the following. \ ia first class mail, postage prepaid this y^^*^^ 

dav of October. IW7. 

"j • ' i ' l s*' 

J 

ichael P. Maxwell. Jr. 



Christopher J. Burger. President 
Central Railroad Compan> of Indiunapolis 
500 North Buckeve 
Kokomo, IN 46^)03-0554 

M. W. Currie 
I i l l ! CiO-85!. General Chairperson 
3030 Powers Aveniij. Suite 2 
Jacksonville. TI. 32250 

Martin I . Durkin 
Durkin & Boggia. lisq. 
Centennial I lou.se 
71 Mt. Vernon St 
P.O. Box 378 
Ridgeiieid Park, NJ 07660 

R. Lawrence McCaftrey. Jr. 
New \'ork & .Atlantic Railua\ 
405 Lexington .Avenue. 50th tloor 
New ^•orL NN' 10174 

Scott .A. RoiicN. I sq. 
Archer Daniels Midland Co. 
P.O. Box 1470 
4666 Taires Parkway 
Decatur. IL ()2525 

.Alice C. Saylor 
Vice President »t (ieneral Counsel 
American Short Line Railroad A.s.soc. 
I 120 (I Stieet. N.W. 
Suite 520 
Washington. DC 20005-388M 

Thomas T. Schick 
Chemical Manutacturers ASSCK'. 

1300 W ilson BKd. 
Arlington. VA 2220̂ ) 

igen 
llopivins A; Sutter 
888 I6th St . N W . Suite 700 
Wa.shington. DC 20006 



Leo J. Wasescha 
Transportatiim Manager 
Ciold Medal Division 
General Mills Operations. Inc, 
Number One, General Mills Blvd. 
Minneapolis, MN 5542(> 

Harry C . Barbin, Tsq. 
William M. O'Connell, IlL l-sq. 
Barbin. l auffer & O'Connell 
608 Huntingdon I'ike 
Rockledge, PA 1̂ )046 

Sara J. Tagnilli 
City of l.akeuood 
12650 Detroit Ave. 
Lakewood. Oil 44107 

Douglas S. Golden 
Main Line Management Services. Inc. 
520 f ellow ship Rd . Suite A105 
Mt. l aurel. NJ 08054-3407 

I-dward Wytkind. l xecuti\e Director 
Larry 1. Willis. 1 sq. 
Transportation Trades Dept.. .\T1.-C IO 
1000 \'eniioiit Ave, N,W ,, Suite WO 
W ashington, DC 20005 



STB FD 33388 10-21-97 D 182807 1/4 



J 

CM A -10 
BFFORE THE 

SI RLACL TRANSP0RT.\T10N BOARD 

Finance Docket No 88 

CSX CORPORATION AND CSX 1 RANSPORTA LION, INC. 
NORTOLK SOUTHERN CORPORAUON AND 
NORFOLK SOL THERN RAILW AN COMPANY 

- CONTROI AND OPERA TING LI ASES AGREEMENTS -
CONR.AU INC . AND CONSOLIDATED RAIL CORPORATION -

TRANSFER OF R.A1LR0AD LINE BY NORFOLK SOLTHERN 
RAII W AN COMPANY TO CSX TR.ANSPOR1 ATION. INC. 

JOIN T COMMENTS OF THE 
CHEMICAL M.ANDFACI URERS ASSOCIATION 

AND THE SOCIETY OF THE PLASTICS INDUSTRY. INC 

Thomas E. Schick. Counsel 
Chemical Manufacturers .Association 
1300 Wilson Boulevard 
Arlington. \ A 2220^ 
(703)741-5172 

Scott N Stone 
Patton Boggs. L L P 
2550 M Street, N.W . 
Washington. DC 20037 
(202)457-6335 

Counsel for the Chemical 
Manufacturers .Association 

Martin W Bercovict 
Keller sUid Heckman. 1.1 .P. 
1001 G Street. N.W 
Suite 500 West 
Washington. DC 20001 
(202)434-4144 

Date October 21. |Q')7 
Counsel for The Society ofthe Plastics 
Industrv . Inc. 
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Bl FORT: Till 
SI Rl .\C1 TRANSPORIAIION BOARD 

Finance Docket No v>388 

CSX CORPORATION ANDC SX IRANSPORTATION. INC 
NORFOLK SOUTHERN CORPORATION AND 
NORIOLK SOUTHERN RAILWAY COMPANY 

- CONTROL ANDOPERATlN(i LEASES AGREEMENTS -
CONRAII INC AND CONSOLIDATED RAH CORPORA HON -

TRANSFER OT RAILROAD LINE BY NORFOLK SOUTHERN 
RAILW .NN' COMPANV TO CSX TR.ANSPORTATION. INC. 

JOINT COMMENTS OF THE 
CHEMICAL MANL FACTURERS ASSOCIATION 

AND THF SOCIT lAOF THE PLASTICS INDUSTRN'. INC. 

The Chemical Manufacturers .Association ("CM.A") and The Society ofthe Plastics 

Industrv . Inc ( "SPI") respectfully oppose the Control .Application. CMA's and SPI's members 

shouid nut be asked to bear the \ er> substantial risks created by NS' and CSX's multi-billion 

dollar bidding war NS and CSX can pa> for their purchase of Conrail stock oniy if thev 

faultlesslv execute their strateg> of increasing trafiic while cutting personnel and costs 

substantialh It is doubtful this can be done Nonetheless, ifthe Board decides to approve the 

.Application, which CMA and SPI oppose, the Board should at a minimum condition us approval 

as suggested herein and in .Attachment 1 

I . Introduction and Summary 

.Applicants' proposed transaction is not in the public interest because: 

• Hv Applicants' own testimonv. the transaction depends on "almost faultless' execution 
ot .1 strategv of capturing increasing volumes of marginallv profitable traffic using an 



intricate "spider vveb" of multiple intermediate classifications, J: the same time thev 
intend to reduce employment levels and locomotive power. In the real world this 
strategy is unlikelv to work. ar.J will instead lead u> congestion, high-.-r rail ^osis. and 
hami to existing Conrail shipper.̂ , including chemicals pla.stics shippers 

• The triinsaction represent an unprecedented effort to disaggregate operaUons .md parcel 
out traffic that now Hows over an integrated Conrail svstem into three sv stems -- .1 new 
NS. a new CS.X. and a ncw. pared-back Conrail entitv The compiexitv of this 
dismcmbemient. particularlv given \S' and CS.X's incomplete knowledge of ConraiTs 
traffic and operations, increases the likelihood of massive confusion, disruption and 
delav. 

• The contemplated timetable for implementing the propu -d transaction is loo rapid, 
with NS taking the position that imple.nentation of serv ice over integrated .sy.stems can 
occur a mere two months following the Contn^l Date. 

• Applicants have r.>u adequatelv explained how their proposed Shared Assets Areas 
("S.AAs") are expected to function, nor how thev could accommodate the trains ol three 
carriers (NS, CSX and Conrail) where todav there is onlv enough line capacitv to 
accommodate Conrail .As CSX's Mr Sntuv testified, operations in the S AAs have lhe 
"potentiality tor mi.schief and CS.X will have to watch NS "like a hawk." and v ice 
versa, to prevent abuses. At a minimum, shippers in and out of tue S.A.As can expect to 
experience worse sen ice than they do currentlv for shipments to and trom the points 
that are proposed lo be included in the S \ 'is 

• W hile NS and CSX argue that S.A.A operations will be "transparent" to shippers, thev 
have not made il clear that they will assume responsibility for loss, damage, delav or 
spillage of traffic to and from the S A As 

• NS ur CS.X do not have a clear idea about which railroad would perlorm current Conrail 
contracts for traffic to and from the S A As. and absent protective conditions shippers are 
likelv to be harmed hv the uncertain responsibilitv for and fragmentation of their 
contract tratfic 

• Relatively few chemicals plastics .shippers would benefit from new .Mngle line serv lec 
that 1.1 cited as one ofthe maior advantages of this transaction. This is principalh 
because reiat:velv little chemicals pla.siics traf fic originates or temiinates todav on CS.X 
or NS. Rather, the heaviest fiows of chemicals plastics traffic today move interline 
from Western railroads to Conrai! via St Louis Illinois eatewavs Moreover, tor the 
remaining traffic, tor everv two cars of chemicals that would gam single line serv ice. 
one car would lose single line service as a result ofthe split of Conrail Applicants h:o 
not explained how the hami to these shippers can be remedied. 

• There is the potential for higher rates if NS and CSX attempt to shift traffic to "more 
efficient" Southem gatewav >. rather than the St. Louis Illinois gatewav s used todav 



These concems can bv" ameliorated, although not eliminated ei.tirely. bv adopting the 

conditions suggested herein by CM \ and SPI. which would (1) permit implementation ofthe 

transaciion onlv after NS and CSX hav e certified that labor agreements, detailed S.A.A operating 

and ir.anagemenl protocols, and other necessary pre-implementation steps are in place. (2i ensure 

NS' and CSX's responsibility for shipmem^ to from within the S A As and provide shippers 

options for reopening or modifying current Conrail contracts for traffic that becomes SAA 

traffic, and (3) institute a five-v ear oversight proceeding, with performance standards and certain 

other competitive standards such as maintenance of current gatewav s and reciprocal sw itching. 

These conditions are discussed in the final section of these comments and are set out in full in 

Attachment 1. 

This merger must be scmtinized extremely carefullv bv the Board .As Applicants admit, 

there is little room for error in their plans. Moreov er. as the UP/SP merger has shown, there is 

very little room for error in rail mergers generallv. A generation ago, if a merger created a 

bottleneck, there was usuallv another railroad available to route around the problem. That 

flexibility is gone today. If a railroad gets into trouble, shippers are immediatelv affected. 

Particularlv in light ofthe problems created hv the UP/SP merger, CMA and SPI do not feel their 

members should bear the risks cf another merger in w hich he .Applicants tr> to merge too fast, 

cut costs too much, and fail lo plan effeciiwly Ifthe Board has doubts - and the record raises 

many doubts - it should err. if at all. on the side of dLsapproving the Ctmtrol .Application. 
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I ' • Statement of Identiiy and Interest of CM A and SPI 

-A. Statement of C M.A's Interest 

CMA is a non-profit trade association whose member companies represent more than 

90'̂  0 ofthe productive capacitv tor basic industrial chemicals in the I nited Stales In !905, the 

chemicals pla.stics industrv shipped I .>8 million tons of products bv rai! and paid ov er S4 

billion in rail treisilit ehargê  C.MA's members depend heaviiv on rail transportation in particular 

for movement of hulk chemicals, which typicallv move in tank cars and covered hopper cars 

owned or lea.sed bv the companies CM.A's ra'l transportation policv emphasizes safetv. service, 

and competition. 

.As shown 111 the attache i \'enfieu Statement of John J Grocki of GR.A. Inc . the 

proposed Conrail break-un transaciion vvould affect ov er .>45.000 carloads of chemicals pla.stics 

traffic annuallv. representing annual rail revenues of almost SI billion - about 22% of all 

chemicals pla,slics rail freight charges in the entire United Stales. 

(iiv en the heavv oncentration of chemicals production facilities in Texas and Louisiana 

areas served hv the 1 P and SP prior to their merger. CM.A participated activch ;n the L P SP 

merger proceedings, and negotiated wuh the Applicants an agreement conlainino a series of 

prov isions designed lo augment the BNSF Comprehensive .Agreement and otherwise to attempt 

to maintain rai!-to-;ail competition post-merger This agreement, which is now generally 

referred lo as the "CM.A .Agreement." was broadened and strengthened by the Board m its 

Decision No. 44 approving the merger. 

As the Board is aware, implementation ofthe I P SP merger has resulted in severe 

congestion that has caused major economic hami not onlv to Gulf C oast chemicals plastics 

shippers, but to manv other shippers nationwide. CMA is extremeb concemed lest the problems 

- 4 -



created bv the l̂ P'SP merger - including crew and power shortages, mshed tr ining. safetv 

problems, the absence of timely labor implementing agreements, and failures in coordinating the 

merged systems' computer and communications s> stems - are repeated in this transaction, w ith 

similar crippling effect. 

B. Statement of SPI's Interest 

SPI is the major trade association ofthe plastics induslry. Its members consist of more 

than 2.000 companies which supplv raw materials, process or manufacture plastics and plastics 

products, and engage in the manufacture of machinerv used to make plastics products or 

materials of all types. Its members are responsible for an es:i.-naied 75" o of lotal sales of plastics 

materials and plastic products in this country . Plastics resins, STCC 28211, the primarv material 

of interest to SPI in this proceeding, constitute approximately 60 billion pounds, or more than 

347.000 carloads, of railroad traf fic, amounting te $1.1 billion in freighl revenue nationwide. 

SPI also actively participated in the UP SP merger proceeding, and unlike CM.A. opposed 

that merger. The Board's decision approving the merger cited manv ofthe facts and arguments 

advanced bv SPI as the basis for imposing conditions on the merger approv al SPI shares C.VLA's 

concem lhat the problems created bv the UP SP merger not be multiplied bv the even more 

complex Contrail break-up transaciion. 



III. I)iscussi(m 

A• The Revenue Cirow th Needed to Pa> for the Transaction nfpends_on_ 
" Almost Faultle.Ns" Fvecuti(m, hut in the Real World Execution is 
Ncvci Faultless. 

Ihe events ofthe past vear which led to the C ontrol Application have received vvide 

publicitv. but perhaps bear brief summarv to highlight the risks inherent in the proposed break-up 

triuisaction. On the nu ..iing otOctober 1 5. |99(). Conrail's market valuation amounted to S7I 

per share. That dav, CSX announced its agreement to acquire Conrail s sii», k for a total price of 

$8.1 Pillion, or S89 per Conrail share as ot 10 1 > 96 ' 1 o that end. CS.X argued forcefullv to 

Conrail shaacholders that the price CSX offered reflected the tair value ot ( onrail's operations, as 

combined with CSX. Bv November 5. 19gfi. NS nad offered Conrail shareholders SlOO per 

share and w as in a proxv fight vvith CSX for 100% control of Conrail. ' On .April 8. 1997. CSX 

and NS announced that thev had agreed to pav SIO.2 billion for loint control of Conrail. the 

equivalent of $115 per Conrail share. 

In sum. during the cour.se of a few short months, the Conrail slock ultimateh acquired bv 

NS and CSX increased ir price from $6.3 billion (S^l sharei to SI0.2 billion (SI 15 share). 

While .Applicants would seek to characterize the extra S3.9 billion as refiecting increased 

synergies and efTiciencies cieated hv the break-up transaciion. the realitv is that the bidding war 

was little short ofa fight tor dominance bv CSX and tor surv ival bv NS The ultimate settlement 

between CSX and NS reflected the desire of both to av oid being relegated to .second tier status in 

the T.astern I niled States. 

"CSX Agrees to Acquire Conrail For S8 1 Billion in Cash and Stock." Wall Street 
.loumai. Oct. 16. \Wo at .A3 See .Attachment 4. copies of new.spaper articles cited herein. 

"Fight tor Conrail Confuses W all Sireet. " W all Street Journal. Nov >. ig96 at A.v St 
Attachment 4. 
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It is obvious to all observ ers, including NS and CSX themselves, that the .Applicants will 

have to generate very substantial new business to justify the price thev have paid tor Conrail. 

Some observ ers hav e expressed doubts, hcnvev er. that this can be done: 

[S|ome analvsis worn, that Norfolk Soulhem and CSX won't be able to 
cam an adequate retum on their inve.:tment in Conrai! rou'es. becau.se the price 
being paid reflects an assumption that ConraiTs monopolv will be retained. 
There will be some opporti'nitiv to reduce labor costs, thev said, but not 
enough to offset the higher-than-anticipated price for Conrail. 

Instead, analysts and some railroad executives think both companies will 
have to expand the SI 3 billion-a-year rail market east ofthe Mississippi River 
close to 3()"o in the next five vears. .And most of lhat growih will have to come 
from the trucking industrv. lung a strong competitor. 

-As explained in the following discussion. CMA and SPI do not believe that NS and CSX 

can achieve the iraffic growih they need while at the same time cutting costs. Ultimately, the 

risks that they will fail will likely be home by ConraiTs existing captive shi!;. , including 

chemicaLs'plaslics shippers. 

1. To Achie\eJiEvenucJm>^lhx Ajij i^ Particularh NS,̂  
\N ill Reb on Intricate Operating. Plans Requiring Multiple 
Classification of Traffic. 

.According to the testimony of James W. McClellin. NS \ iee President for Strategic 

Planning and the chief NS architect of this transaction, the propo.sed lr:m.saction depends for its 

success on "almost faultless'" execution ofa strategy to attempt to squeeze new revenues from 

tragmented trafiic. panicularlv intemiodal traffic, thai Conrail has tound it unci onomic to serve: 

"Conrail's Breakup Plan is Released Bv Norfolk Soulhem. CSX Corp.." W all Street 
Journal. April 9. |9g7 ,on WeslLaw. |997 WI -W SJ 241616̂ 1̂ See Attachment 4. 
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Eastern railroads tace a challenge, because most hauls are shon and 
traffic is fragmented. Dense, long haul lines that favor railroads, such as 
Chicago I us Angeles and Chicago-Seanle. are relativelv rare in the l ast. 

.Alternative .Market Strategies. Given this challenge, eastem railroads 
have two fundamental choices: (1 ) carve out certain niche markets i long haul 
traffic, heavv loading traffic, trainload movements) lhat bes; tit rai: ;echnolo2y 
and economics, or (2> choose to attach the larger and broader market where 
success is harder to achieve The latter approach requires almost faultless 
cxaLution and an iron ^rip un Ce.sts, as there simplv is nu margin fur puor 
perfomiance or high costs. 

C R. which lias imig-hau! e.isi-we.st routes and access tu some tmlv huge 
market s i New •̂̂ >rk. especiallv i has chosen a niche strategv. Coming out of its 
predeces.sors' bankmptcies. it had tu tucus un thuse markets that were most 
favorable fur r-il technulugv -\nd it had tv> tucus un thuse markets that best fit 
Its linear, east-west route stmct:ire. tu the detriment of its north-south routes 

Norfolk Southem has not been disadvantaged either bv past bankruplcv 
or shortage uf capital Howev er, giv en its location and lack of lung haul 
routes. NS had no choice but lo tackle the short haul-fragmented markets. "\,\ e 
leamed certain skills in the process that will be invaluable in implementing the 
Plan. 

McClelkui verified statement i"\"S" i. vol I . p. >2.̂  ibuld m original, underlining added i. 

In his deposition .Mr MeC lellan explained lhat this iow-densiiv traffic would require 

multiple classification and re-classification of rail cars ov er a "spider web" netwi>rk of v arJs. ar-J 

that if execution is not almost t'aullless, senice will suffer and costs will L:U up: 

C.) I want tu refer vou tu page 525 ut vuur statement which is also page 23 uf 
vour statement. The statement I'm looking at is m the second paragraph, the 
last sentence .And tell mc if this is a fair summar. 1 think vou re sav ine that, 
where vou choose to tr. to sene a broader and more tragmented market'vou 
need in vour words, quote, almost tauitless execution and an iron enp on 
costs, close quote Now. did 1 surn:r„in/e th,i: ta;r'-. i " !u>t ' 

A \e.s. 

Q. Speaking eenerallv what happens :f vour execution isn i tmiltless 

•A. Sen, ice deteriprats's and costs up 
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C,). C an you giv e me an example ot the kind of serv ice that; ou re talking 
about to serve these fragmented markets thai might deteriorate i f i t wereni 
executed right? 

.A The tragmented markets Tm reterring to here are. of course, what we 
generally call loose car railroading It means there's a lot of sw itching 
involved, il means that v ou hav e to pass through a number of nodes, and at 
each step along the wav yuu'v e got to make connections and not delav the ca's. 
It requires substantial rehandling It's a complicated business to run. We 
happen to have the kind of railroad that that's the vvay we've always been, 
especially on the Southem side ofthe equation. W'e have always had terminal 
inten.se. a spider web of lines, vvith a lot uf intermodal'' terminal operations. So 
we've gotten prettv good at it 

McClellan depo tr. p lTfi line 18 • p. 172 Une ! (underlininu .iddedi (See .Attachment 5. an 

appendix of all pages of depositions w hich C M .A SPI cite herein, t 

Plainlv. the increased handling of traffic vvill. at some level, require increased 

personnel-hours, and the increased number of trains to serve the "slider web " will require 

increased locomotive power CM.A and SPI are therefore skeptical in the extreme that NS and 

CSX can achieve their projected increases in tratfic abt̂ v e the Conrail base traf fic at the same 

time thev cut personnel and locomotiv e power i .sce discussu^n below i .Again, if N'S and CSX 

fail. CM A ,uid SPI members wil! likelv pav the price because, in the words of McClellan (quoted 

above), "service [will | detenuraiei ] and costs [will] go up."" It is rail-captive shippers such as 

chemicals plastics shippers lhat will disproportionately suffer the consequences 

2. IntermtAdal I r; ffie. \N hich \S and C SX \N ill Rel> r)n Heavily 
to Pa> for the Transaction, Also Requires More Than Average 
Uandling R> lative to the Revenue It deneratev 

NS relies un iiuemiudai tratfic fur fullv 53.1'-'o ofthe new gruss revenues it hop>es lo 

realize as a result ofthe :ran.saclion la'nove C.Mirail 19^5 base revenues), as can be seen on the 

luliovving table. 

S i.i. -- prubablv shuuld be "intemodal." 
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I 
Table C M A / S P I - I 

NS Incremental Annual Cirt,ss Revenue 
(.Abo>c l̂ *̂ 5 Base C onrail Revenues) 

Bv T> pe of Traffic 

1 

Type of Traffic ! Gross Revenue 
(millions) 

% of Total Source 

• 
Rail to Rail 183.5' 40.6 Williams (vol. 2B. p. 85) 

Tmck to Intermodal 240.4 53.1 Br>an(vol. 2B, p. 127) 

1 Tmck to Carload 28.6 6.3 Bryan (vol. 2B, p. 127) 

Totals 452.5 100.0 

• ' The SI83.5 million figure represenls the $190.6 million calculated by Mr. Williams as 
the net annual diversion gains to the NS F'enn Lines, less S7.1 million representing the pru-iaia 

• share of Mr. W illiams calculated S82.0 million annual "rate compression." See W illiams \'S. 
• vol. 2B. p. 85 and W illiams depo. tr. at 27, lines 14-23. 

A For CS.X 50" 0 ofthe new gross revenues it expects lo generate post-transaction vvould be 

from intermodal traffic, as shown in the following table: 

Table r M A / S P I - 2 

C S X Incremental Annual Cross Revenue 
(.Above Base (Onrail Re\enues) 

By Type of Traffic 

Type of I raffic (iross Revenue 
(niilliuns) 

% of Total Source 

Intemiodal 158.1 50.0 Brvan(vol. 2A, p. 241) 

Coal. Coke & Iron Ore 52.5 16.6 Sharp (vol. 2.A. p. 354) 

1 General Mercha.ndise 42.0 —— \ 
1 .V.I 

Ro.sen (vol. 2.A. p. ITS) 

Truck liarge to Carload 42.3 13.4 Jenkins (vol. 2.A, p. 436) • Automotive 15.4 4,9 Tlawktvol. 2A. p. 390) 

• CCIC) Remainder 5.6 I 1.8 1 Rosen (vol. 2A. p. 181) 

Totals 315.9 100.0 1 
1 

Capturing this new intermodal revenue would not be a matter of NS' or CS.X's simplv 

m extending the length of their haul ur diveriiiig tu a single svsiem move iraffic lhat was fomierlv 

1 
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interline traffic between c>ne of their systems and Conrail. Rather, lo a great extent, particularlv 

because of NS' "spider web' approach, it would mean creating whole new trains, with all the new 

handling those new trains would entail \ e! it is well known that intemi idal traffic, vvhich is hv 

definition subject to ctimpetition trom trucks, generates relativelv low per-car revenues.' 

Moreover, it would be surprising in the extreme is motor carriers did not fight back v ig(>rouslv 

with lower rates to attempt to preserve their market share. This vvould drive rail intermodal 

margins even l(>wer Thus, in carder to generate the necessarv rev enues to pav their huge debts 

incurred in buying Conrail's stock. NS and CSX will have lo haul a great deal of additional 

intermodal traffi- with the anendant personnel and locomotive requirements 

3. Despite the Need for Increased Handlin^. NS and CSX 
Plan to C ut Employment and Loc(>m((tive Fleets. 

Despite all o\lh e new tratfic NS and C S.X project, and despite the increased handling this 

traffic will require. NS and CSX. driv en by the ecimomies uf their transaetit̂ ns. plan tu 

drasticallv and rapidlv cut empluvinent levels, and pare back their locomolive fleets. 

NS and CSX combined plan to cut 3090 jobs, most within the first year, and to transfer 

2323 other positions.' .Although these job abolishments are partially offset by the creation of 

Tor example, intemiodal revenue for Penn I ines base tratfic is S446.2 per unit (5315.'' 
mil. ^ 707,500 units). Vol. 2B p. 86. This is less lhan halt ofthe Sl.t>68.8 unit non-intemiodal 
revenue ((S2,050.4 mil. - S315.7 mil) -: (2.330.500 units - 707,500 units)) L i Double-slacking 
containers can increa.se per-car rev enues, but onlv about half of NS's containers todav are 
double-stack, and even in ten year NS does not expect to make a full transition to double-stacks 
Tinkbiner depo. tr. at 126 lines 7. 19-20 In addition. NS does not currentlv have full envelope 
duuble-stack clearance on its kev ruute uut uf Nurtliern New .Icrsev. the Lehigh Line, although it 
IS pl.inning improv ements at the Pattenburg 1 unnel to provide such clearance Moh;in depo tr 
p '2 line 22 - p. 373 line 5. CS.X lacks double stack clearance on its north-south routes thrĉ ueh 
V\ ashington and on its east-west BAiO route Tinkbmcr depo tr at p 80 line 19 - p. 81 line 2. 

CS.X NS-2(\ Labor Impaei Txhibil (based on l̂ '̂ ^̂ o head count), p I ."̂  of I ' 
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1109 new positions, including new trainmen and engineers. Kev crafts such as yardmasters. 

signalmen, supervisors'foremen, camien, and clerks would all be subslanliallv cut. 

CSX projects that its combined locomotive fleet (CSX's current fleet plus 42''o of 

ConraiTs) can be cut bv 59 road units (2.3" o ofthe road fleet) and 1 i >ard unils (1.1" » ofthe vard 

fleet) through more efTicient routings, better maintenance and fueling practices, and yard 

closings.'* NS calculates that it will need 268 fewer road units and 22 fewer yard locomotives as 

a result of more ef ficient routings, better triangulalion and matching lo requirements, and 

combining yard jobs.' 

Particularly in light ofthe costly and painful lessons ofthe \ P SP merger. CNLA and SPI 

do not believe that NS and CSX will be able to split Coru-ail into tluee pans and carrv increased 

traffic on each of those parts, while simultaneously cutting personnel and locomotiv e fleets. In 

tact, the UP/SP experience has made it abundanllv clear that rapidlv laving off personnel from 

the "target" railroad, and failing to prov ide for adequate power, can be disa.strous in temis ofthe 

acquiring railroad's ability to run the merged syslem. 

Ld at pp I . : . 10. 13. 

CSX Op Plan . vol VA at .̂ '̂ '-̂ 55 

NS 0[v Plan, vul >H at 30S 

See "..\ Big Railrĉ ad Merger Cioes Terribly .-Xwry In J \ erv Short Time". Wall Streel 
•louiliai October 2. 1997 at AI; " conipany |UP SP] otTicials conceded that thev badlv 
underestimated the number ot crews and locomotives they vvould need. *** Instead of adding to 
a c<.)mbined work force of 53.000. the companv offered buvouls to more than 1.000 workers at a 
time when freight shipments were booming nationwide." Moreover. 1 P executives, according to 
lhe W all Street Journal leporl. "were skeptical about the talents of manv Southem Pacific 
people." and ignored the suggestions of Southem Pacific executiv es Id at AI 3 



4. In the Real World, Execution Is Never Faultless 

In the real world, of course, execution is never faultless. More likelv the transaction will 

lead to greater congestion, .serv iee and safetv pruflems a.s the Applicants .seek tu attract more and 

mv)re low-margin intermodal traftic in an effort lo generate the cash needed to pa> the huge price 

of their acquisition of Conrail stock Other traffic is likelv lo suffer, both from impaired service, 

and from upward pressure on rales as .Applicants' systems become more congested and their costs 

escalate The potential for congestion is compounded in Fast bv the presence of extensiv e 

commuter and passenger tratfic w ith which freight tralfic must coexist. 

()nc important example ofthe potential for congestion is al Harrisburg. Penn.sy Ivania. In 

NS' proposed operating plan. Hamsburg is the epicenter of its "spiaei web. " Harrisburg wil! not 

only become a major new intermodal hub v ard. but w ill also be the major junction point for NS' 

lines in the Ni rtheast. including the Penn main line ov.̂ r which there will be large flows of 

chemical and plastics traffic from the St. LouisTllinois gateways lo Philadelphia and New 

Jersey." .Although .Applicants contend that the vard facilities in Tlarrisburg (after planned 

expansions) and the lines leading into Harrisburg (after installation of centralized traffic control) 

will have sufficient capacitv to handle the expected increase in traf fic. NS operations witness D. 

Michael Mohan testified that, just as with an airline hub uperatiun. much ofthe inbound and 

outbound inlermodai tratlic vvould need to meet rather narrow time windows each day. This 

would increa.se the possibilitv of congestion Mohan .said that if ci>ngestion did occur at the 

Harrisburg hub. it had the potential ti) cause backups ou the Penn main line to Reading and 

" See the maps at \'ul 1 pp 53!. 533. 535. 5"w. and 539. 

.Mohan depu. tr p 633 line 14 - p. 634 line 15. 
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Philadelphia '' This is of course vvould be one t^f the main arteries of NS' Northeastern region 

post-transaction. It it becomes congested, the rest ot NS" system could follow. .\^ .Mr. 

McClellan testified, if execution is not almost faultless, serv ice deteriorates and costs go up.'̂  

Operations m the North Jersey SA.A could also sû Yer from congestion and impaired 

sen ice T-v en todav. when Conrail operates in this area e<;.senlially alone, there are congested 

.segments in the immediate vicinitv ofthe ke> Oak Island Yard and extending lo Croxlon. where 

there is a bulk chemical and intermodal facility.'' As described in the ver fied statement of John 

J. Grocki (.Attachment 2). whost credentials include experience with the former Central Railroad 

Company of New Jersev . there are other potential points of congestion as well, giv en that after 

the merger three railroads vvill be attempting lo operate in this area - NS. CSX and the residual 

Conrail entity - with an increased number of daily trains. The likely magnitude of this problem 

is somewhat difficult to gauge giv en that only sketch) infomiation has been provided bv 

.Applicants on the nature of their operations in the S A As Nonetheless, in the words of CSX's 

President Snow, there is at a minimum the "poientialitv foi mischief" inherent in the fact that 

the S.A.A will be jointly operated by intense rivals, albeit through a jointly-held residual Conrail 

entity. 

The recent severe congestion and .sen ice dismptions experienced in the West and 

Sv>uthwesi in coimection with the I P SP merger serve as a reminder ofthe stark difference 

between making optimistic predictions in a control application and actually altemptint 

' • Mohan depo. tr p 6'̂ 4 lines 16-22. 

" McClellan depo. tr. p I 70 line 18-p U2 line I (quoted in text above). 

.Mohan depo tr p 5~2 line 1" - p 573 line 1 1. 

"' Snow depo. tr p. 19? lines 23-24. 
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consolidate large rail systems 1 hese problems also make clear that congestion beginning in only 

i>ne kev point can bring an entire rail system to Us knees, lo compound the .severe problems 

created b\ the I P SP merger w ith new congestimi and confusion created bv the proposed Conrail 

transaction would be a disaster lor rail shippers and the nation. 

5. IJLNeyessarx Revenues ( annot Be Generated By Increased 
intermodal and Other New Traffic, the Difference \N ill l.iively 
Be Made Up on Fxistins ( aptive Traffic. 

In the verv likelv event that NS and CS.X lind themselves unable to generate the 

necessarv revenues bv means of their new iraffic. there is a real prospect lhat NS and C S.X would 

raise rates on captive tratfic. including on their long-distance movements ot chemicals and 

plastic Although NS witness W illiams performed a back-of-the-envelope "rate compression" 

calculatuni lo express one scenario ut pi>ssible increased competitive pressures un "liigh-margin" 

commodities including chemicals, he did not conduct anv studv or analysis tfiat predicted the 

likelihood ot rate reductions Although the .-Xpplicants proiects that the transaction can be paid 

tor without the need to raise rates.neither camer has promised not to rai.se rates, and CSX 

witness Jenkins te: tified thai even m the Shared -Nssels .\re;is there mav not be new downward 

pressure on rates The pressure lo increase rates couid well be compounded bv increased costs. 

\ l i W illiams stated in his deposition lhat his calculations took a total of one hour lo 
perlomi (W illiams depo. tr. p. 301 lines 15-17) and vvere based solelv on the assumptions that 11) 
one-halt of selected "high margin" commodities forming part of Conrail base traf fic - chemical, 
metals, automotive tratTic and coal - vvould see 10"o rate reductions. (2i there would be lO"o rate 
compression on the traffic div erted lo NS. in order to capture it. and ( 3 ) all other tratlic vsould 
see ]°o reductiinis William.s depo tr p. 130 line - p 131 line 14. 

MeClell.iii depo tr p. lo" line 2 > - p l^S line 1 1. 

Jenkins depo tr p. Û  line 14 - p. Ime 2. 
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which, as noted. Mr McClellan predicted if execution of NS's strategy for gaining new iraffic is 

not "almost faultless." 

In sum. red flags are raLsed bv the fact that .Applicants' conlrol transaction does not make 

financial sense in the absence of substantial increases m freight volumes which will require an 

especiallv large increase in carloads handled, at the same time .Applicants substantially decrease 

employment and locomolive fleets. These stark facts, coupled with the other shortcomings ofthe 

propt)sal discus,sed below, call into question whether the transaction is workable, and indicate 

that it is contrarv to the public interest. CMA's and SPI's members do not wish to bear the risks 

of lhat failure, because chemicals and plastics traffic, particularl v long-haul iraffic, is among the 

categories of captive iraftic lhat will bear the brunt of service dismptions and rale increases. 

B. Planning for the Proposed Transaction Is Based On Incomplete know ledge, 
and Rapid Implementation Threatens Creat Harm to Shippers and the 
Nation's Fconomy. 

.Although the .Application reflects a great deal of work and analysis on the part of NS and 

CS.X. the infonnation presented is incomplete in several respects In fact, to a striking extent. NS 

and CS.X have entered into their transaction without *ull know ledge of Conrail's operations, costs 

or traffic base. Tor example, NS was originallv denied access lo ConraiTs 1995 lOÔ o traf fic 

tapes. Hence NS's rail Iraf fic diversion studv. which is the basis for roughlv half of NS's 

projected increased revenues relative to 1995 base revenues, was not based upon ConraiTs 100% 

1995 traffic tape, but rather on the 1995 W aybill Sample tapes ' This pmblem was referred to in 

the deposition testimony of Mr D. Michael Mohan, NS's Operating Plan witness: 

W illiams depo. tr. at 37 lines 11-24. 
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Q. Can you think of anv areas that you would consider to be important for 
transition planning in which those impedances have slowed down transition 
planning"' 

A The receipt ot 1996 100 percent traffic tapes from Conrail was received 
very lale relalive tu hopes and expectations. Mv understanding is those tapes 
have now been received and are being dealt with That would be one example 
of an impediment. 

Mohan depo tr p. 602 lines ^-\A. 

Furthermore, becaus • ot the huge cost ol their stock acquisitions and the reported $2 

million in interest charges accruing everv dav. CS.X and NS were driven lo prepare their 

application in haste. T or example. NS and CSX did not pause to work out the details of their 

S.A.A operating plans (see part C below ) 

NS and CSX remain unable to obtain Irom Conrail information that is considered 

commerciallv sensitive. -Xgain. this issue was referred lo bv .Mr. .Mohan in his deposition: 

( f Referring back to our discu.ssio'is about transition arrangements, v ou said 
earlier todav lhat. at least al the lime the application was being prepared, there 
was not suf ficient information available from Conrail to fill out the details of 
transition planning Mv question is today, as far as you are aware, is there anv 
limitation on the abilitv of NS li) get infomiation from C onrail that restricts in 
any way transition planning? 

.A. There are still impedances there, .'\nv thing that is commerciallv sensitive 
or of a highlv confidential nature is either slow to come or is prohibited from 
coming. 

.Mohan depo. tr. p (tOI line 16 - p. 602 line 4. 

.A glarin;' example of NS' and CSX's incomplete knowledge is that thev are mn privv lo 

the terms ut ( unrail s cvintracts. including what rates, sen ice levels and routings Conrail mav 

have guaranteed W ithuul this knowledge. .Applicants' operating plan is based to a certain 

•' McC lellan depo. tr. p. 163 lines 14-15. 
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extent on guesswork .As acknowledged bv the principal author uf N S" proposed operating plan. 

Mr. .Mohan, contractual service .standards would be important in building the upcratmg plan: 

[ Ajn integral part of building the .schedules is to detemiine what the 
commercial priorities ofthe traffic are. *** If there's a cc mmercial contract 
with chemical shippers and a chemical train involved and it lia., a higher 
prioritv than a given intermodal schedule, then the priority would go to the 
general manifest or chemical train. It is honestly a determination of 
commercial priority. 

.Mohan depo. tr. p. 592 line I 7 - p. S93 line 10 Vet the CSX and NS operating plans were 

created with no knowledge ofthe terms of ConraiTs contracts. 

The integration of data processing and communications systems is particularlv critical to 

the abilitv tu operate merged rail systems, as illustrated bv the calamitous events during the 

current implementation ofthe I T' SP merger, in which the inconipatibilitv ofthe I 'P and SP 

w aybill and car tracking .sv stems has meant the loss of manv cars f or extended periods.-" NS 

Operating Plan witness Mr. .M( 'lan testified lhal there are still barriers to transition planning in 

this area: 

(,). Do > ()u know w hether there are any impediments m terms of planning for 
the integration of data processing',̂  

.A I believe, although this is bevond the scope of mv current responsibilities, 
lhat there are impediments there caused bv the necessitv for Conrail lo operate 
as an independent corporation and conduct its business. 

Mohan depo. tr p. 602 lines 15-22. 

The lack of current access to important Conrail information, including critical co.siing 

infomiation. was also discussed bv Mr McClellan in his deposition: 

See. e^. "An 1 nsolved Mv sterv W here Are Shippers' Rail Cars'.'". W all Street Joiirnnl 
October 13. 1997 at B l . See Attachment 4. 
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Q. Now. my question really is what information is it. if an>, that's not 
accessible to vou todav lhat would be necessarv for v ou to analvze and 
incorporate after the control date in order to plan tor the startup of integrated 
operations".' 

.A. The implementation is — let me start that over. Let me give yv>u a couple 
of for instances. We cannot have access lo customer contracts \ el, from a 
commercial standpoint, you verv much would want lo get with the cu.stomers 
immediatelv and make adjustments as necessarv . So there s going to be a level 
of - I mean, the way we mn our commercial funciions right now, we have a 
whole body of infomiation about the customers and we hav e the contracts and 
we know what's going on .All lhat information bv necessitv is being denied us. 
.And. until vve get on the property, we ju.st won't knovv thai, we'll hav-.- to eome 
up the learning cune. .And there vvill be some slippage and some delays 
because we just won't know stuff. And some of that is being solved again bv 
hiring the ex-C ons or at least using the sen ices of ex-Cons They tend to 
kni>w things Some of that is being solved b> talking lo the cuslomenj direct 
becauiic. of course, the customers can tell us what they want to tell us about 
contracts. Costing sv stems. we don't hav e Conrail costing systems. W e can 
make approximations, but w e don't have them, which leads to the problems 
vve have in terms of what's going lo be the result in the shared asset area. 
W e're try ing to make rates in anticipation of these things, customers want 
answers, and yet the costing information is not available to us. 

McClellan depo. tr. p. !62 line 25 - p. 164 line 18. 

.As confirmed bv Mr. McClellan, much information that vvould be needed for start-up of 

integrated operation could be gained onlv after the Conlrol Dale on which NS and CSX lake the 

Conrail stock out ofthe trust, and even then can onlv be gained reliablv and efficienil) if Conrail 

personnel arc kept on the job al least for a reasonable transition period before NS and CSX begin 

implementation of serv ice iiv er integrated systems. \ el despite lhe very incomplete state of 

CS.X's and NS' planning for transition. NS has testified that il contemplates implemenlalicn a 
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bare two months after the Control Date.-' while CS.X is speaking of implementation after six to 

nine months. ' 

In the I P SP merger, labor implementing agreements are still not in place more than a 

year after consummation of lhat merger, training is incomplete, and the I P and SP data and car 

tracking sy.stems are still not integrated."' It strikes C\U\ and SIM as unrealistic to expect that 

two inten.se rivals such as NS and CSX. whom Mr. Snow testified need to watch each other "like 

hawks." (depo tr. 197 lines I 5-16i wxnild be capable in even nine months of (1 i finding and 

disentangling their respective portions of Conrail physical assets, personnel, computer systems, 

databases, contracts, and communications systems. (2) resolv ing the inev itable disputes about 

what is NS' and what is CSX's. (3) refining their planning fbr integrated opercilior.s based upon 

information that can onlv be acquired as of the Control Date. (4) iraining all personne! as 

necessarv lo use new systems and implement new operations, and (5) cutting over to integrated 

operations If NS and CSX. driv en by their daily interest costs, believe they need lo implement 

quicklv. that is another reason the Conlrol Applicaiion should be denied as not in the public 

interest, because rapid implementation of this transaction simplv would noi work, and vvould 

cause great harm to sh.ppers and the nation's ecnomv. 

McClellan depo. tr. p 176 line 3 - p. 177 line 7 Mr McClellan leslitied that, in light of 
CS.X's position. NS would have to re-evaluate its plans, because NS and CSX would have to 
implement "in lockstep." KT at p. 178 lines 6-10. But Mr. Goode stated lhat NS would not make 
anv decision soon about the pace of implementation, and was optimistic implementation could be 
speeded up Ciuudc depu tr. p 15 line 3 - p 16 line 15. 

Hart depo tr p 278 lines 8-25. 

",An Unsolved Mv sterv: W here Are Shippers' Rail CcU-s"' ". Wall Sireet Joumal. October 
13. 1997 at B l . See Attachment 4. 
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C. The Operating Plan and C ustomer Interface for the Shared Assets 
.Areas .Are Still Largely Unknown, and Should be Subject to Review 
Prior to Implementation. 

As is discussed in more detail in the v erified statement uf Mr Grocki ( Attachment 2 

hereto). .-Xpplicants have not adequatelv explained how their proposed Shared .Assets .Areas 

("S.AAs") are expected to function, nor how they could accommodate the Irains of three carriers 

(NS, CSX and Conrail) where todav, particularly in the Northem New Jersev S..\..\. tracks have 

been consolidated and facilities rationalized to fit ihe operations ofa single carrier -- Conrail ' 

.Mr. Grocki. who is familiar with the New Jersey S.A.As bv virtue of his experience on the .New 

York Central. Ponn Central, and Central of Ncw Jersev railroads, notes that there is congestion 

on these lines even todav when Conrail is the onlv operator. 

CM.A and SPI understand that the Board has ordered Applicanis lo submit an operating 

plan tbr the North Jersev S.A.A, and resene the right to commenl further after lhat operating plan 

is provided. .As Mr Cirocki explains, however, there are problems inherent in the limited 

configuration of tracks in the North Jersey SA.A that will lead to problems from increased 

operations no matter how ingenious the operating plan mav look on paper Among other 

complicating factors ;u-e frequent commuter operations through the area b> New Jersey Transit.-

Morecner. dispatching and operations in the S.A.A vvill likely be hampered bv the rivalrv 

of CSX and NS .\s C S.X's CFC) .Mr. Snow testified, operations in the S.A.A.s have the 

"poientialitv for mischief and CSX and NS will have lo watch each other "like a hawk." tu 

McClellan depo. Ir. p ,82 line 9 - p 18 > line 10 

Because the Board mav have limited authoritv tu impose conditions relating to commuter 
operations. .Applicants should indicate in their operating plan for the North Jersey Shared .Assets 
.Area their abilitv to accommodate Ihe range ot possible future operations bv New Jersev 1 ransit. 
.Amtrak, and other passenger and commuter train operators, il anv 



prevent abuses. Snow depo. tr. p 197 line 11 - p. 198 line 1 .Although disputes regarding the 

operations and inv eslments of the S.A.As will be sub)ect u» arbitration, such arbitration is a 

cumbersome and time-consuming way to mn a railroad, as .Mr Cirocki discusses in his attached 

verified statement. 

.At a minimum, according lo Mr. Grocki. shippers in and out ofthe SA As can expect to 

experience worse service lhan they do currently for shipmenls to and trom the same points. 

Of particular concem to CM A and SPI is the issue of who w ill be responsible for their 

traffic. This issue includes the important day-to-day issue of who the shipper musl call to pick 

up cars, but also includes issues lhal everyone hopes will arise onlv rarelv ~ namelv. accidents 

and spillage of product. .Although Mr. .Anderson. CSX's Executive Vice President tor Sales and 

Marketing, testified that CSX intended to be completely responsible for SA.A movements from 

start to finish. * and .Vlr. Goode for NS concurred in lhat genetal intention. Mr. Cioode also 

hedged on the subjecl of w ho would be responsible if a car of chemicals were to be spilled while 

being handled by the residual Conrail shared assets operator."* 

CMA and SPI submit that the issue of NS' and CSX's responsibilitv for shipments to and 

trom the S.-\.As musl be resolved clearlv up front. Ifthe local operations in the S.A.As are to be 

left in the hands ofa residua! Conrail enfitv that is not a common carrier and has been stripped of 

most of Its revenues by the structure of this transaciion. NS and CSX should be held to full 

responsibilitv for shipmenls handled bv that entitv for their accounts, as well as for cars lhal may 

be picked up bv the S.A.A operator prior lo the preparation of billing documents, as often occurs 

.•Vnderson depo tr. p. 46 line 25 - p 47 line 6. 

Sec, e.;;.. Cioode depo. tr p 16 line 23 - p. 18 line 7. 
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in the induslry . NS' and CSX's unwillingness to du .su wuuld be an additional basis for denying 

the .Application. 

D. Several Factors Limit ihi- Fvti-nt t.. Which the SAAs V\ ill ( reate ( onipt tition. 

It is worth noting lhal not ali traffic to and from the SAAs will eniov rail competition. 

Mo.st importantlv. it the other end ot the movement is open onlv to NS or onlv to Ĉ SX. there will 

be no competition. 

In addition. CMA and SPI note that the SAAs are not joint in all respects, in that some 

facilities are off limit-- to one of the Applicants, including bulk chemical terminals al Croxlon in 

Northem New Jersev and Fiastside \'ard in Philadelphia. As explained in the attached v erified 

statement of Mr. Grocki. even though certain other bulk chemical facilities mav be open to both 

NS and CS.X:. there are a v arietv of rea.sons whv those facilities mav not be fungible or equally 

accessible lo shippers or customers in the area. Such facilities, as well as all new facilities, 

should be open to bo:ii NS and CSX. 

A final issue lhat limits the rail-lo-rail competition created bv the SA.A is lhal some traffic 

nK>v ing to and from the SAAs todav is under contract Those Conrail contracts are allocated to 

either NS or CSX. or split, under the complicated provisions of i<2.2 ofthe Transaction 

.Agreement. Ycl those provisions do not answer the question how NS and CS.X will decide 

which ot them will handle contract movements to and from open points, nor do thev give 

Sihippers under those contracts the right to ehoo.se .service as between NS or CSX. 

Application \'ol. 8B al 25-29. 



E. The Proposed Transaction Would Provide New Single Line Service 
to Relatively Few Chymicals/Plastics Shippers. W ould Fliminate J>i>ij»U; 
Line Sen ice for Many C hemicals/Plastics Shippers, and W ould Likely 
Impair Service for Many Others. 

As is f xplained m detail in the attached veritied slatenients ot John J Cirocki and Charles 

N. Mar.shall. relatively few chemicals pla-slics shippers would beiietil from new single line 

sen ice on the merged NS-CR and CS.X-CR systems This is principallv because relativelv little 

chemicals pla.slics traffic originates or terminates todav on C S.X or NS. Rather, the heaviest 

flows ot chemicals plastics traffic on C"onrail todav move interline from W estern railroads to 

Conrai! via St. 1 .oui.sTllinois gateways. 

1 he benefits to chemicals'pla.slics shippers from new single line sen ice are so slight that 

Mr. C orsi. NS' witness who testified on the benefits to shippers of new sinsile line sen ice. was 

not ev en asked to incT.'de benefits for chemicals plastics shippers in his calculations of logistical 

cost savings resulting from new single line senice: 

The three categories based on the estimates provided b> Mr. Williams of the 
carload trafTic that was going to benefit from this. I specilicalh looked at three 
categories ot traffic benefiting, coal, automotive - and i f l just might refer lo 
mv notes for a second - and mtermodal. So I didn't - chemicals were not 
included."' 

Although the analysis performed by CiR.A. Inc. for CM.A and SPI, and reported in Mr. 

Grocki's attached v erified statement, shows some new chemical tratfic lhat will receiv e sinule 

line sen ice. this trafTic amount to only .U6°o ofthe tolal chemicals plastics trafTic that is handled 

bv C onrail todav .' Moreover, as .shown in Mr. Giocki s verified statement, a substantial volume 

Corsi depo. tr p. 27 lines 4-11. 

iei ' Figure JCi C-l at p. 9 ot Appendix C to Mr. Grocki's attached venfied statement. 
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of chemicals plastics traffic also lose single line senice as a result ofthe split of Conrail - one 

car tor everv two cars that will gam single line senice. This is a subslanliallv wvir.se ratio of lost 

siniile line serv ice to gained single line sen ice than is estimated in the v erified statement of Mr 

McClellan. Bui CM.A and SPl do not think it is appropriate in anv case to offset the harm lhat 

will occur lo some shippers bv comparing it to asserted benefits to be realized bv other shippers 

Rather, if shippers are hamied bv the transaction, as thev would be. lhe> should receive an 

appropriate ameliorative condition ifthe tiansaction were approved. 

The loss of conipeiitive op. ins will also occur in other wavs. Tor example, movements 

terminating on Conrail from jinntlv sened southem points like Atlanta mav benefit from a 

degree ot competition today between CSX and NS. Post-transaction, that competition would 

disappear, as the carrier taking over the Conrail destination point will effectively insist on 

carrv mg the iraf fic single line over its expanded syslem. Mr. Cirocki discusses this point and 

provides a number of other examples of ways in which shippers' sen ice or competitive options 

would be impaired post-transaction. 

.Applicants hav e not explained how the hami to these shippers can be remedied. 

Applicants' witnesses .say onlv that tliev will irv lo make the inlerline service work as well as 

possible, but thev unifomilv concede that sen ice over interline routings is likelv to be worse and 

costs higher Tor example. Mr. Jenkins testified lhat 

Well, joint routes in many cases, in fact. 1 guess bv definition involve an 
interchange between two carriers. .At that interchange tv picallv trains are 
stopped, the cars are switched out ofthosc trains, some of the cars are 
reclassified tor a transfer move over to the receiv ing earner's >ard. .At the 
receiv ing carrier's yard, the cars are put back into trams on the receiving 

McClelUui \ S. vol 1 at 550. Mr. McClellan reported information from Mr Williams 
thai 9.4 cars of chemicals iraf fic would gain single T.ne service ior ev en one car losine it 



carrier's railroad and then thev re moved. And. in the example vve have here, 
where the car then comes back lo a CSX destination, that would happen a 
second lime. So there s .1 tremendous loss both in absolute transit time as well 
as reliabilitv, because each ot the steps imposes a risk w ith respect to 
reliabilitv. .And the cumulative etfect of each ot those steps can brini; about a 
serious degradation in reliabilitv to s.iv nothing of the cost. 

Jenkins depo. tr p 24 line 23 - p. 25 line 19. Jenkins said that while the current local Conrail 

rate wuuld be " a consideration"" in pricing this tratfic. CSX would be must concerned thai the 

pricing was •"competitive"' with truck transportation."' ..\s stated in the attached verified 

.statement of Mr Cirocki. GR.A believes that this type of traffic would be subiect to potential rate 

increases after the Conrail break-up as the railroads attempt to pass their additional costs through 

to the shippers. Since this tratfic will have a monopolv railroad at each end ot the move, the 

shippers would hav e no negotiating leverage. 

F. Potential Shifts to "More Efficient" (Gateways Would Likely Lead to 
Higher̂  Not Lowcr^ Rates for C hemicals/Plastics Shippers. 

As noted. Ihe heav iest flows ot chemicals plastics traffic over C unrail tudav move 

interline from Westem railroad origins (particularly from the Gulf Coast of Texas and Louisiana) 

to northeastern point un C onrail via St. Louis Illinois gatewav s Applicants' diversion studies 

assumed lhat there vvould be no gatewav shifts tor such traffic because Westem Railroads vvould 

presumablv nut agree tu be shurthauled. and they ihereture exclu.ied such shifts a priuri vvithuul 

studying the issue NS and CS.X sav thev have nu plans to shift gatewavs. or at least vvill nut 

Jenkins depiv tr p 19 Imes 18-25. 

Williams \'S. vol. 2B at 77 (regarding •Suuthwesiem Exclusion Temtory"); Williams 
depo. tr. p 157 lines 1-21; Rosen \'S. vol. 2.A al 158. first paragraph; CS.X NS-89, .Applic;mts' 
Responses to Illinois Central Railroad Companv's First Sel of Iniemtgatories and Requests lo 
Produce Documents, response lu Intemigatun No. 13 c): the assumption that gatewavs vvould 
not shift for traffic from the Southwest "is that as the originating or terminating camer. IC would 
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make "artificial" attempts to shift gatewav s. ' but thev sav New Orleans and Memphis rr.av be 

more et iicient if sufTicient flows of traffic are attracted. 

As is shown in the attached verified statement uf ( harles Marshall - who ;is ("unrail s 

chief marketing officer was responsible for ConraiTs gatewav strategv - the market shifs caused 

bv this transaction are likelv to put pressure un CS.X and NS tu attempt to shift tratfic to the New 

Orleems and Memphis gateways. If these gatewav s are used, as shown b> Mr. Marshall, there 

could be serious hami to chemicals/plastics shippers whipsawcd between the W estem carriers' 

desire to preserve their revenues and the Easiem earners' desire lo presene their margins but on 

a longer haul The danger that this will occur raises another cautionarv flag. 

I \ . I f the Board Does Approve the Transaction^ W hich CM.A and SPI Oppose. It 
Should Impose Pre-implementation. Shared Asset Area and Oversight C onditions. 

In the event the Board determines, contrarv to CMA's SPI's opposition, lhat the Conlrol 

Application should be approved, it should at a minimum rondition its approval upon adoption of 

the CM.A SPI conditions sel forth in .Attachment 1. I hese conditions fall into three general 

categories: 

(..\) Pre-lmplenienlalion Conditions designed lo ensure lhal NS and CSX w ill 
uol begin operations of their respective integrated systems until critical 
management infonnation svstems are integrated, tariffs and circulars are m 
place, collective bargaining agreements have been concluded, physical 
connections have been constructed, and other management and operations 
protocols necessarv tot integrated operations are in place. 

(B) S.A.A Related Conditions, including conditions specifv ing that NS and 
CSX vvill be fully responsible and liable for shipments to and frum the S.A.As. 
that .ill existing bulk chemicals plastics lemiinals and all new facilities withm 

not accept a shorthaul of such traffic." 

Scale depu tr p. \o lines 9-| 7; Jenkins depu tr p 1 5 lines 14-1 :̂  

Scale depu. tr p. 12 line 25 - p. 13 line 2 1: Jenkins depu tr p 22 line 16 - p. 23 ime 2. 



the S.A.As will be open tu buth NS and CS.X. and that shippers with contract 
traffic to and from S.A.As hav e flexibilitv including the ability lo use either NS 
or CSX lo perfomi contracts to and f rom open points; and 

(C) C)ther Competition and Serv ice C onditions, includme .1 tive-vear 
oversight proceeding with perfomiance standards, restrictions (Ui closing 
interchanges and reciprucal switching, and monitoring uf scrv ice ieveis lor nevi 
and existing traffic, and of attainment of new traffic and other proiections made 
in the ..\pplication. 

A. Pre-lniplenientation ( onditions 

I'or the reasons discussed herein, it is essential, to minimize the risk that the 

implementation problems of die I P SP merger are nul tu be repeated, for NS and CSX to have in 

place prior iii implementation of operations on integrated NS-Conrail and CSX-Conrail systems, 

the elements stated in conditions A l through .A.5 below. (The numbering reflects lhal in 

•Attachment which contains the full statement of the CMA SPI conditions). .Assuming Board 

appmval ofthe Control .Application, NS and CSX could certify at anv time that the foregoing 

elements were in place Copies ofthe certifications would be sened on all parties of record, who 

would have 15 davs tu comment. The Board would review the record and accept or reject the 

NS CSX certifications no more that 30 days after thev are filed. 

The following testimonv of Mr. John Snow. President of CSX. sets out some ofthe basic 

elements lhat vvould need to be in place prior to implementation of operations ov er the integrated 

svstems: 

0: W hat steps other than the labor implementing agreements do you believe 
need to occur before operating a unified propertv can occur"' 

.A: Well, there are a number i^f things lhat vou want to have well in place 
before vou begin operating on a unified basis. Obviously evenbodv needs to 
be trained in the rules. So you hav e a unified set of operating rules •̂ou w ant 
lo make sure that the infomiation sv stems are integrated, that the data input is 
accurate, that vou've got good management intormatiun '̂uu want tu make 
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I 
s sure that you'v e got appropriale number uf people at die v arious operating 

locations on the railroad. You would like lo make sure that people understand 
the day one operating plan, "̂ 'ou bener make sure that our customer sen ice 
functions are integrated so that when a customer orders a car. there is a process 
in place that seamlesslv produces that car where it s supposed lo be. There 
ought to be a car tracking, car tracing, billing. Better have your payroll 
systems working right. You might have some problems if you don't hav e that 
right. Lots and lots of things you better get right before vou plan to integrate 
two complex properties. 

Q: Which of the items that you've just mentioned can be put in place 
essential Iv so lhat thev are readv to go as soon as v ou're readv lo go ov er to the 
new s\ stem.' 

A: 1 think virtuallv all the things 1 mentioned. .A trained work force, 
faniiliaritv wilh the rules, customer sen ice cutovers, pavroll cutovers. unified 
information sy.sienis covenng basic functions, maybe not all functions bul 
basic functions. And of course we have now in place efforts to do that. 
1 raining engineers, it takes seven months to train an engineer and gel him 
certified. A lot of planning has to go into determining how many new 
engineers you'll need, how much training they'll need, what's the half life of 
training, when do >ou train, to make training costs effective, so on. .All of lhat 
is going on right now. I would say lhat CS.X is pulling an enormous effort into 
being ready fur what vve call dav une. 

Snow depo. tr. p. 18 line 25 - p. 20 line 25 CMA and SPI believe that their propo.sed 

pre-implementation conditions are consistent with the spinl of Mr. Snow 's remarks. 

CM.A and SPI would support any STB actions that might be neces.sary and appropriate to 

allow NS. ("S.X and Conrail to work together pnor to the Board's decision on pre-implemenlalion 

planning. In devoting resources to such planning, however. NS and CSX wuuld continue to bear 

the risk that the Board would ultimatelv decide not to approv e the Control .Application. 

1 he indiv idual conditions are discussed in more detail below. 
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.\. 1. SA.A management and operations protocols, including 
establishment of Management Information Systems ( "MIS") 
for the SAAs. 

As discussed in Section lll.C. ofthe comments above. Applicants have prov ided onh the 

sketchiest outline ofthe manner in which operations would be conducted in the S.A.As. 

Condition .A. 1 would require NS and CS.X to establish the necessary management and operations 

protocols, including Management Information Systems ("MIS") for the S.AA': that are integrated 

with the NS and CSX MIS systems .so that. t ^ . cars can be immediatelv traced and billing and 

routing information are immediately av ailable. 

CMA/SPI have not attempted lo outline in cumbersome detail the full range of 

management and operation systems that would need to be in place. Nor have CMA'SPI 

attempted lo establish standards for evidence or presentations lhat NS and CS.X should make to 

demonstrate compliance with this condition. Rather. CMA 'SPI advocate a "rule of reason" in 

which NS and CSX. prior to or al the time of certifying compliance with the condition, wuuld 

demonstrate in a manner the Board deems appropriale that thev had put in place the management 

and operation protocols necessary to effeetivelv operate the S.AAs. It would be up to interested 

parties, in their comments in response lo the NS and CSX certifications, and the Board, in 

passi.ng upon those certificafions. lo determine the adequacv ofthe information prov ided bv NS 

and CSX. 

.A.2. Adoption of all existing tariffs and circulars that vvĴ re mjgfTi-rj 
w hen the application was filed Clune 23. 1997) and publication 
of supplements incorporating ncw routes. 

1 he purpose of this condition is to ensure lhal. immediatelv upon implementation of 

operations on the merged systems, shippers have readv reference to the full ranue of tanffs rales 
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and routes that they can use to ship their products, in part so that no traffic is prevented from 

moving because ofthe absence ofa quoted rate. These rates could also serve as a basis tbr 

negotiating contract rales as appropriate 

An additional purpose ofthe adoption of exisiing tariffs and circulars in effect when the 

-Application was filed (June 2 199'') is to ensure lhal .Applicants do not restrict the range of 

quoted rates and routes and thereby constrain competitive untions pust-transaclion. The tanffs 

published under this condition wuuld function as a clear ba.seline in the oversight proceeding lo 

better enable the Board lo assess whether rale or route changes are inconsistent with the promised 

benefits of this transaction. 

\.3. Collective bargaining agreements 

.An obvious lesson ofthe UPSP merger is lhat. in order to effectively operate a merged 

s> stem, labor implementing agreements musl be in place prior to integrated operations. Top 

officers of both NS and CSX in the depositions have agreed that implementing agreements, at 

least for the operating and mechanical crafts, should be in place prior lo implementation."' It 

goes without saying that all necessary .safety and other training, and familiarization of personnel 

with new temtones. must be complete pnor lo start-up of integrated operations. 

A.4. Extension or integration of their ow n MIS hy NS or CSX to 
their respective portions of Conrail's assets 

The failure of MIS .systems, nolablv car tracking systems, has been one ofthe major 

disruptive elements ofthe I P SP merger Mr Snow. C T() ol CSX. testified in his deposition 

tl;;it he believed that MIS systems need to be integrated prior to initialing integrated rail 

Snow depo. tr. p. 1 7 line 23 - p 18 line 4: McClellan depo tr. p 1 8̂ line 1 I - p. 1 79 line 
8: Goode depo. tr p. 14 line 11 - p. 15 line 2. 
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operations.'" Il appears lo be the inient of both NS and CSX that their own systems supplant 

those of Conrail for the portions of Conrail each operates. It therefore would appear necessary 

for the NS and CSX systems to be operated in parallel w ith the Conrail systems prior to 

implementation of merged operations in order to permit Conrail inibrmation to be systematically 

downloaded into the NS and CSX computer sv stems. At the same lime. NS and CSX will need 

to ensure lhal all ofthe peripheral terminals at yards, dispatching centers, customer service 

centers, and other work locations can communicate effeetivelv with the new computer systems 

and databases, and that all personnel are trained in the u.se of the new systems. Only when this 

process is complete should there be a simultaneous "cutover" of merged operations and merged 

MIS systems. 

A 5. Construction of connections 

NS and CSX have alreadv applied for exemptions lhal would permit them lo begin 

certain constmction projects prior to their control of Conrail. CM.A'SPI have not opposed those 

exemptions, which are sli'l pending environmental review. In order to prevent the development 

of bottlenecks, these proje:ts should be completed prior to implemenlalion of integrated 

operations. 

B. !SAA-Related Conditions 

In addition to the pre-implemenlation condition requiring establisliment ot management 

and operations protocols for the S .A.As. there are a number of conditions that are needed so that 

shippers will be able to realize the benefits potentially created by the establishment ofthe SA.As. 

Snow depo tr. p. 19 lines 9-12. see also Mohan depu. tr. p. 590 line 6 - p. 59] fine 3. 



Therefore. CMA and SPI request the following conditions (again, the numbering follows that of 

the full statement of the CM.A'SPI conditions in Attachment 3): 

B. 1. Recogni/inf; that Conrail will operate the S.A.A as an agent. NS 
and CS.X each must be fully responsible and liable for its 
shipments to/from/w ithin S.A.As. 

NS and CSX in various presentations to shippers, as well as in their application and in 

deposition testimonv. have stated their intention that operations bv the residual Conrail operator 

be "transparent" to shippers. The stated intent is that all shipments be tĉ r NS' ur CSX's account, 

and that NS and CSX will be responsible for the customers' traffic from start to finish.' ' i el. 

vvhile Mr. Goode for NS concurred in lhat general intention. Mr. Cioode also hedged on the 

subject ot w ho would be responsible if a car of chemicals were to be spilled w hile being handled 

by the residual Conrail shared assets operator.̂ ' 

I f as NS and CSX intend, the residual Conrail operator w ill not be common carrier, 

shippers are entitled to the assurance that NS and CSX will be fully responsible for their 

shipmenls. including for loss, damage, delay or spillage. As previously noted, operations in the 

S.A.As vvill be complicated enough w ithout the necessity of shippers having to make two phone 

calls lo determine w here there cars are. or lo gain redress in the ev ent of problems. 

It is especially important given that the residual Conrail entity will have been stripped of 

most of its rev enues bv the transaction, lhal NS and CSX should be held lo full responsibilitv -

including responsibility for spillage or release of products - for shipments handled by the 

C onrail entity tor their accounts, as well as for cars that mav be picked up bv the SAA operator 

.Anderson depo tr. p. 46 line 2.̂  - p 4""" line 6 

'̂ See, e.g.. Cioode depo. tr. p. 16 line 23 - p. 18 line 7. 
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prior to the preparation of billing documents, as often occurs in the industrv In sum. NS and 

CS.X musl accept full responsibility and liable us applicable) for shipments lo. from and vvithin 

the S.AAs. 

B.2. All existing hulk chemicals/plastics transloading terminals located 
w ithin S.A.As. including rail-to-truck terminals, must he open to both 
NS and ( S\. 

in allocating Conrail assets among themselves. NS ,md CSX have chosen in some cases 

not to make facilities wiilim ihe S.A As u'vn to both NS and CS.X I or example, the Croxton 

bulk temiinal in the Northem New Jersev shared asset area would be sened onlv bv NS. 

1 o fullv appreciate the importance of opening al! bulk terminals tu both carriers, it should 

be understood lhat bulk tennina! . typically have onlv a limited range of products lhat they can 

serve For example, for product inlegntv reasons plastic pellets cannot be commingled with 

other Ivpes c)f plastic pellets, or in facilities where bulk food products are al.so handled. Hence, 

bulk terminals are not "fungible." and the tad lhat some bulk terminals vvithin the S.A.As are open 

lo both NS and CS.X does not diminish the harm of closing other bulk terminals. In sum. to tully 

realize the benefits lo shippers ot the establishment ofthe S.AAs. all bulk facilities in the S.A.As 

should be open to both \S and CSX. 

H.3. All new facilities within S.A.As musl be open to both NS and 
CSX. 

Lest there be anv doubl. it is necessary for the Board to make clear lhal facilities 

ctmstructed in the future in the shared a.sset areas will be open lo both ( SX and NS, Othenvise. 

the benefit of joint access in the S/\.As will diminish over time as existing facilities are retired 

and new facilities are constmcted. 
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Making clear lhat all new facilities in the shared asset areas vs ill be open w ill provide 

greater certaintv to industries considenng locating in the SAAs. and will remove a possiblv 

troublesome source of friction between NS and C SX. Most important, a condition lying down 

this point would ensure the iniegrilv ofthe r.nnciple lhal there be joint access in the SAAs in 

perpetuity, and that NS and CSX are not free to bargain away their joint access to this or that 

point or industrv by granting private considerations between themselves. 

B.4. W here the transaction provides contract shippers of traffic 
to/from/within S.A.As with new competitive options f/.e.. 
alternatives for traffic not moving to/from closed points on NS 
(^rC?>Xj: 

a) Each shipper must have an "open season" (not to exceed 
two years from the date of implementation of the transaction) 
to tcit sen ice from both .NS and CSX under Conrail contracts. 

b) Fach shipper must have the right to decide whether to have 
Conrail contract serv ice performed b> NS or CS.X or both. 

c) Fach shipper must have an option to reopen its C onrail 

Section 2.2(c) of the Transaction Agreemenl between CSX and NS provides a complex 

set of rules for allocating the revenues from and performance of exisiing Conrail contracts."'- Yet 

these provisions do not resolve which carrier will handle contract traffic moving between an 

SAA and points that are open to both NS and CSX. Nor do the prov isions giv e shippers anv sav 

in the matter. 

CM.A and SPI submit lhal. in order for shippers lo benefit from the proffered new reg'me 

of competition in traffic to and t"rom the SAAs -- and to avoid routing or service shifts that thev 

\ ol. 8B at 25-29. 
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deem undesirable, the shippers themselves should have the abilitv tu detemune. as between NS 

and C SX, which carrier should perform the existing Conrail contracts (assuming that serv ice 

under the contract is not to or from a closed NS or CSX point). and to hav e a two-year period of 

free choice as between NS and CSX. NS and CSX hav e made representations conceming their 

intention to allow shippers a period of free choice, but ihis point should be tied down. In 

addition, shippers, in order to realize some of the benefits of S.A.As. which for the most part were 

not foreseeable at the time their exi.sting contracts vvith ("onrail were negotiated, should have the 

right to elect to terminate their current Conrail contracts where the SAAs create new competitive 

options (i_^ , where the traffic is not moving between the S A.A and closed points on the NS or 

CSX systems). 

C. Oversight .And Other Competition And Serv ice Conditions 

CMA and SPI seek the following additional conditions to alleviate anti-competitive 

effects and to prevent deterioration of sen ice now provided by Conrail and by !<JS and CSX: 

The following discussion explains the purpose of these conditions. 

C. 1. Interchange Issues: 

a) keep open all existing gateways and interchanges on 
competitive rate and serv ice terms. 

b) Prohibit increases (other than RC AF-adjusted) on rates in 
effect when the application was filed (June 23, 1997) for 
Conrail single-line traffic that becomes NS-CSX interline 
traffic. 

CM.A and SPI request lhal the Board require all existing interchanges and gaiewav s lo be 

kept open un cunipetitive rate and serv ice teniis Rather than prescribing ngid rate levels, 

proportions, ur escalation factors. C"M.A and SPI believe it is pretetable lo establish a "rule of 



reason" th:it can be invoked in an oversight proceeding (sĉ ? discussion of oversight proceeding 

below ). It there is in fact a demand bv shippers tor a certain routing, and .NS or CSX bv one 

means or another forecloses that routing as a competitive option, shippers should be permitted to 

make a ca,se to the Board for appropnate relief in tiic ov ersight proceeding It. as NS and CSX 

argue, this is th'' most pro-competitive merger in historv. thev should not be pemiitied lo give 

with one hand Ol.. take awav with another. This exi-e.'ielv flexible condition would prevent 

such abuse while not lying the railroads' hands with elaborate ruies and guidelines. 

The .second part of condition C ". 1 w ould establish a rigid mle in one v erv limited category 

of cases. Where a shipper now has a movement receiving single line Conrail sen ice. and lhal 

movement would become interiine NS-CSX or CSX-NS post-transacUon. the condition would 

prohibit increases (above escalation ba.sed on RCAF-adjusted) on rates in effect when the 

application was filed (June 23. 1997). The rationale for the rule is simple. NS and CSX have 

justified their merger to a large extent on the basis that it extends the benefits of single-line 

service I.) many shippers Yet. as shown in the attached verified statement of Mr. (jrocki. manv 

shippers of chemical and pla.stics products wil! actually lose single-line service. 

NS and CSX witnesses have acknowledged lhat these shippers will be harmed.' but have 

not suggested any means bv which such harm could be mitigated.Bv preventing rate increa.ses 

(other than on the basis of the RCAF-adjustcd for productiv itv), the Board can at least ensure thai 

the shippers are not hurt twice - first bv the increased delavs and difficulties created bv 

interchanging their traffic between two carriers, and a second lime bv increased rales "justified" 

McClellan \ S. vol. I at 549-550. McC lellan depo tr p. 174 lines 19-25: Jenkins depo. tr, 
p 25 line 23 - p. 26 line 19. 

^ke. sLi.. Jenkins depo. ir p. 19 lines 4-20. 
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on the basis lhal handling costs hav e increased .ind each ofthe carriers in the interline movement 

wants a minimum amount ol revenue. 

C.2. Reciprocal Sw itching: 

a) Keep open all reciprocal switching points on 

C onrail./NS/CS.\ that were open when the application >\as filed 
(June 23, 1997). 

b) SpecifS reciprocal switching charges hetween NS and C'S.V 
within C onrail territory (SI3() per car). 

c) Fliminate reciprocal switching charges un a!l former 
Conrail-NS and C onrail-C"SX interline movements the become 
NS and C SX single-line movements. 

d) Reinstate reciprocal switching at Buffalo and Niagara 
Falls. 

The first sub-part of condition C 2. would keep open all reciprocal switching points on 

Conrail.^'S/CSX that were open when the application was filed (June 23. 1997). Ihe intent of 

this provision, again, is to prevent NS and CSX from reducing competition through the "back 

door' while winning approval otlheir Conlrol .Application on the basis ofthe creation of 

competition. 

The second portion of condition C2. would set reciprocal switching charges between NS 

and CSX within C"onrail territorv ,T. Sl 30 per car/' -Xs noted previouslv. many shippers now 

served via C onrail single-line senice will find their movements becoming interline NS-CSX or 

CSX-NS post-transaction Tor -ume of these .shippers, it vvill be possible to have a single-line 

'~ In the I P SP merger, the Huard agreed tu a cundiliun negutiated bv I "P. BNSF and C"M..\ 
limited switching charges between UP and SP to Sl 30. which presumably refiected UP's and 
SP's costs of performing the switching. S TB Finance Docket No. 32760. Union Pacific Corp. el 
al. - Control and Merger -- Southem Pacific Rail C"orp et al.. Decision No. 44 (.Aug. 6. 1996) 
slip op. al 114 and note 116. 
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NS or CSX movement but tor a short reciprocal switch bv the other carrier For those shippers, 

imposition ofthe S130 per car limit on icciprocal switching fees would help to limit the damage 

caused bv loss of single-line Conrail serv ice The tran.saction would also result in the creation of 

certain new interchanges. In order to maximize the benefits ot the transaciion. and lo f urther 

eliminate the detrimental effects of "Balkanizing" (Onrail's current svstem. the "sl ''O per car 

reciprocal switch fee is justified. 

The third portion of condition C.2 would eliminate reciprocal switching charges on all 

fomier CDnrail-NS and Conraii-CS.X interline movements that become NS and CSX single-line 

movements It should go without saying that "phantom" fees that sen e no purpose should be 

eliminated. Nonetheless, this tv pe of fee has in the past not alwav s been eliminated bv merging 

railroads. The Board should make clear that reciprocal switching fees at former interchanges 

.should be eliminated. 

The final portion of this condition would reinstate reciprocal switching al Buffalo, and 

Niagara Falls. NY. Switching al Niagara Falls is non-existent except for certain switches with 

the Delaware & Hudson for movements lo Binghamton. and switching in Buffalo has all but 

been eliminated by switching fees of over S450 per car." Because the most recent C onrail 

actions to eliminate reciprocal switching al Buffalo have been taken in the past year and a half in 

and since .April. 1996. il is reasonable to presume that thev were made in contemplation of 

enhancing the v alue of ConraiTs franchise for sale to CSX or NS ur buth 7 he Board should 

establish a rate tor switching al Buffalo, and mav wish to use the same Sl >0 per car figure 

suggested by CM.A and SPI in their cundiliun C 2 (b) 

C"M.A and SPI refer the Buard to the discussion of this issue in the commenls of the 
Trie-Niagara Rail Steenng C ommittee. 
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C .3. Ser\ ice Standards: Hold NS and C S.X lo the post-transaction 
transit times presented in their operating plans and train 
schedules in this proceeding and monitor NS and C SX ser\ ice 
not jeflected in operating plans and train schedules to ensure 
that current NS and C S.X ser> ice does not deteriorate. 

This condition is an adjunct lo the oversight conditions (condition C4. and C.5). It 

specifies that NS and C SX will be held to the post-transaction transit times presented m their 

operating plans and train schedules, and will also be moniiored lo ensure lhat the serv ice on their 

current .systems does not deteriorate post-transaction. While shippers will know immediately 

whether the merger adverseh affects sen ice standards, it is necessarv to have objective sen ice 

standards so that shippers, the public, and the Board can measure in a concrete wav the effects of 

the transaction on ser. ice, and tailor anv appropriate remedies. 

The .Applicants have in place the ability to monitor their senice on-linie perfonnance," 

and this condition vvould therefore impose minimal hardship in terms of reporting requirements. 

It is lair to hold NS and C"S.X lo the standards articulated in their operating plans because those 

operating plans are the basis for review b> the public and the Board ofthe .Applicants' abilitv to 

conduct operaUons over the merged sv stems. In addition, the operating plans in the application, 

and the train schedules submitted in response to Decision No. 19 in this proceeding, are the onlv 

source of objective standards inasmuch as the operations described in the operating plans and 

schedules h ive not heretofore been conducted. 

Orison depo. tr. p. 297 line 1 - p. 299 Ime 8. 
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c .4. Oversight Process: 

a) Quarterly reports hy NS and CSX filed at STB and served 
on all parties or rctord that request copies, v»ith opportunities 
for comments and carrier replies. 

b) Five years of STB oversight (two years of semiannual 
proceedings and three years of annual proceedings), w ith 
public comments, carricr replies, and expedited resolution of 
issues by STB. 

CMA and SPI believe that the I JP'SP oversight process has been useful in monitoring the 

implementation of that merger and. regreltablv, tracking the development ofthe current shipping 

crisis in the Ciulf and elsewhere. CM.A and SPI believe that a similar five-year oversight 

proceeding should be established in conneclion w ith the Conrail break-up transaction. The 

format vvould be slightly different, with two years of semi-annual rev iew proceedings and an 

additional three years of annual rev iew proceedings. During each rev iew proceeding, there 

would be an opportunity for public comments, carrier replies, and expedited resolution of issues 

b> the Board. .As in the UP/SP oversight proceeding. NS and CSX would file quarterlv reports 

w ith the Board that vvould be sen ed on all parties of record requesting copies. Parties of record 

would hav e the opportuniiv tu cumment un the quarterlv reports, and the carriers could repiv if 

thev wished. 

The Board mav w ish to lake note of Mr. Snow 's testimonv that he would not be opposed 

to establishment of an oversight proceedings ifthe l^o.ird felt il appropriate."** 

Snow depo. tr. p. 36 line 17 - p. 37 line 10. 
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c.5. Oversight Issues (w ith appropriate carrier performance 
metrics and evaluation of economic consequences for 
shippers): 

a) Safety performance. 

b) CuMonierXransit times in key corridors (both ntw and 
existing NS and C SX ser\ ice) |see C ondition C„3J, 

f ) Ser\ice eTficiencv gains ie.f;.. run-through trains and 
286.()0()-pound gross rail load routes). 

d) Maintenance of shipper gateway and interchange options 
on competitive rate and service terms [see C onditions A.I and 

cm 
e) .Attainment of projected new traffii- v nlnrm- ,̂ 

0 Realj/atjon of projected cost sav ings. 

g) Post-transaction financial ratios. 

h) Fffectsof the purchase price and premium paid for 

C onrail. and the financial justification for the transaction. 

CMA and SPI believe lhat these eight general issues to be addressed in the oversight 

proceedings are self-explanatorv I he inerali thru.st ut the oversight proceedings would be to 

measure NS' and CSX's performance against the perfomiance which NS and CSX represent in 

their application that thev will achieve, as well as to monitor NS and CS.X performance relative 

lo conditions the Board imposes (such as the requested condition lo mainiain exi.sting gatevvavs 

and inteicTianges). The oversight proceeding should also ensure that existing NS and CS.X 

.serv ice is not impaired bv the transaction. 

In sum. the requested oversight wouid. coupled with the Board's expertise and abilitv to 

impose additional conditions, ensure tu the maximum extent that the benefits projected bv NS 

and C SX as .i result of the tran.sactiun will he realized 
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\ . C onclusion 

For the Ioregoing reasons. CM.A and SPI oppose the Conlrol Application It the 

.Application is approved, the Board should condition approval on the CM.A SPI conditions set 

forth herein. 

Respectfully submitted. 

Thomas E. Schick 
.Assistant Cieneral Counsel 
Chemical .Manufacturers Association 
1300 Wilson Boulevard 
Arlington. V'A 22209 
(703)^741-5172 

Scott N. Stone 
Patton Boggs. UL.P 
2550 .M Suee . N.W . 
Washington. DC 20037 
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CMA/SPI 
PROPOSED (ONDi riONS 

In t roduc t ion 

I he ( onrail break-up tran.saction. as proposed by Norfolk Southem c NS" ) and CSX. is ot" 
unprecedented compiexitv The C hemical Manufacturers .Association ("CM.A"") and the Society 
of the Plastics Industrv. Inc. ("SPI") have reviewed the NS-CSX application and have identified 
adverse effects on shippers in a broad geographic area relating lo the fiillowing aspects ot the 
proposed transaction: 

• implementation ofthe overall transaction bv NS and CS.X. including integration of 
ConraiTs facilities, operations, and collective bargaining agreements into NS" and 
C S.X s respective systems; 

• operation and management of the Shared .Asset .Areas ("S.AAs"); 

• the unique div ision ot the non-S.A.A portions of ConraiFs established route structure 
between NS and CS.X; and 

• potential shifts of inler-terrilorial traffic to non-traditional gatevvavs (i c.. Memphis 
and New Orleans). 

The tull set ot conditions summarized below, it"adopted bv the Surface Transportation Board 
("STB""), vvould alleviate the concems of CM.A and SPI. 

. \ . Pre- lmpiementat ion C ondit ions 

NS and CSX are entering into the transaction with limited information about ConraiTs traffic 
(including its existing contractual obligations), operations, and collective bargaining agreements. 
In light of recent experience with other railroad acquisitions. CM.A and SPI believe that 
implementation ofthe propo.sed transaciion threatens to impair .senice for a substantial number 
of shippers. Therefore, as a condition of approv al, the following musl be in place bef ore N S and 
CJjX impleniAmUhLiranjaflcluia bv means of their respective operating agreements with 
Pennsvlvania 1 ines LLC" and New ^'ork C"enlral 1 ines LLC: 

\ 1 ^ \ \ management and operations protocols, including establishment of .Management 
Information Systems ("MIS'") for the S.AAs; 

A.2. Adoption of all existing tariffs and circulars that were in effect when the application was 
tiled (June 23. 1997) and publication of supplements incorporating new routes. 



.A.3. Collective bargaining agreements; 

A 4 Extension or integration of their own MIS bv NS and CS.X tu their respective portions of 
ConraiTs assets; and 

.A.5. C"onstmction of connections. 

C"M.A and SPI would support STB actions tha' are deemed neces.sarv to allow NS. C"S.X and 
Conrail to work together efficiently on these mauers prior to approval ofthe application. .After 
approval. NS and CSX should be required to certify to the STB that thev have complied with all 
pre-implementation conditions. Copies oflhe.se certifications should be sen ed on all parties of 
record, who would have 15 dav s lo comment. S TB would rev iew the record and accept or reject 
the certifications nu more Uian 30 davs after thev vvere filed 

B. S A.A-Related C onditions 

The transaciion will create SAAs in areas that have previouslv been sened bv Conrail on an 
exclusive basis. CM.A and SPI are concemed about clarifying operational and shipper-carrier 
relationships relative lo the S.A.As .so that shippers vvill be able to realize the benefits ofthe 
SAAs. Therefore. CM.A and SPI seek the following conditions: 

B 1 Recognizing lhal Conrail will operate the S.AAs as an agent. NS and CSX each musl be 
fullv responsible and liable fbr its shipments to from within S.A.As. 

B.2. All exisiing bulk chemicals/plastics transloading lerminals located within S.A.As. 
including rail-to-tmck lemiinals. must be open to both NS and CSX. 

B.3. .All new facilities wiihin S.AAs must be open lo both NS and CSX. 

B 4. Where the transaction prov ides contract shippers of iraffic to Trom w ithin SA.As w ith new 
competitive options (i.e.. alternatives fbr traffic not mov ine to from closed points on NS 
or CSX): 

a) Each shipper must have an "open season" (not to exceed twu vears trom the date of 
implementation ofthe tran.saction) to test senice from both NS and CSX under 
C"onrail contracts. 

b) Each shipper musl have the right to decide whether to have Conrail contract sen ice 
perfomied by NS or CSX or both 

c) Each shipper must have an option to reopen its Conrail contracts. 



C. Other C onipetition and .Service ( onditions 

CMA and SPI seek the following specific conditions to alleviate anti-competitive effects and to 
prevent deterioration of service mnv prov ided bv ( onrail and bv NS and CSX 

C.l. Interchange Issues: 

a) Keep open all exisiing gateways and interchanges on competitive rale and sen'ice 
terms. 

b) Prohibit increases (other than RCAF-adjusted) on rates in effect when the application 
was filed (June 23. 1997) t"or C"onrail single-line traffic lhat becomes NS-CSX 
interline traf fic. 

C.2. Reciprocal Switching: 

a) Keep open all reciprocal rwitching points on ConraiUNS/CSX lhat were open when 
the application was filed (June 23. 1997). 

b) Specifv reciprocal switching charges between NS and CSX wiihin Conrail territory 
(S13() per car). 

c) Eliminate reciprocal .switching charges on all former Conrail-NS and Conrail-C SX 
interline movements that "become NS and CSX single-line movements. 

d) Reinstate reciprocal switching at Buffalo and Niagara Tails. 

C.3. Sen ice Standards: Hold NS and CSX to the posl-transaclion transit limes presented in 
their operating plans and train schedules in this proceeding and monitor NS and CSX 
sen ice not reflected in operating plans and train schedules to ensure that current NS and 
CS.X serv ice does not deteriorate. 

C 4. Oversight Process: 

a) (Quarterlv reports bv NS and CSX filed at STB and sen ed on all parties of record lhat 
lequest copies, with opportunities for commenls and carrier replies. 

b) live years of STB oversight (two vears ot semiannual proceedings ;md three vears of 
annual proceedings), vvith public comments, carrier replies, and expedited resolution 
of issues bv STB, 



c.5. Oversight .ssues (with appropriate camer perfomiance metrics and evaluation of 
economic consequences for shippers): 

a) Safetv performance. 

b) Cu,stomer transit limes in key corridors (both new and exisiing NS and CSX serv ice) 
(see Condition C 3,1 

c) Sen ice efTiciencv gains (e.g.. run-through trains and 286.000-pound gross rail load 
routes) 

d) Mainteniince of" shipper gatewav and interchange options on competiliv e rate and 
senice terms |see Conditions .\.2 and C . l |. 

e) Attainment of projected new traffic volumes, 

t) Realization of projected cosl savings. 

g) Post-transaction financial ratios. 

h) Effects ot the purchase price and premium paid for Conrail. and the financial 
Justification for the transaction. 
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\ ERIFIED STATEMENT OE lOHN J. GROCKI 

My name is John J Cirocki. I am an Executive \ ice President of GR.A. Incorporated 

(CiR.A). a IransportatKin consulting timi 1 have been invcilved with the railroad industrv since 

1967. working both for carriers and as a consultant. Mv first position in the railroad industrv was 

as CTiemical Market .Analvst tor the New York C entral Railroad in New "S ork City. I went 

through the Penn Central merger and subsequent bankmptcv and ultimatelv became Manager ior 

Market Development-Chemicals for Pen-i C entral. I then joined the Centra! Railroad Companv 

ot New Jersev where I was the General Manager-.Marketing and Industnal Development In 

these positions. 1 was very familiar with the operations and traffic on the "C ĥemical Ĉ oast " and 

chemical and rail Iraftic and operations in the Northeastem United Slates. Subsequent to m> 

career with rail carriers. 1 wurked tor consulting fimis on assignments involv ing Conrail and the 

other Easiem carriers, including assisting .Alleghanv Corporation in their efforts lo acquire 

Conrail. 1 spent two years as President and Chief Executive Officer ofthe Eastern Shore 

Railroad, a short-line railroad operating in V irginia and Marv land and connecting to C^onrail. 

CSX and Norfolk Soulhem iNS). .As a ci>nsultant. 1 have been involved in most ofthe 

significant merger cases lhat have occurred within the last 20 vears including Buriinulon 

Northern-Santa Te (BN-ST Uuid 1 mon Pacific-Southern Pacific (I'P-SP) A copv of m> 

credentials is attached as Appendix .A. and a copv of GRA s credentials is attached as .Appendix 

B 

CiR.A was retained bv the Chemical Manufacturerv Assi^ciation and the Societv of Plastics 

Industrv. Inc (C"M.A SPI) to evaluate the proposed transaciion (Finance Docket 33388) between 



NS. CSX and Conrail (which vvill be called "the Conrail break-up"" for the balance of this 

statement) which will result in the dn ision of Conrail between NS and CSX. This transaction is 

important to CMA SPI in that it potentially impacts about >45.700 carloads of traffic 

representing almost Sl.O billion in rail revenue. This is approximately 22 percent of all 

chemicals rail freight charges in the I nited Slates. 

The Conrail break-up is a transaction of unprecedented compiexitv m the annals of 

railroading. It is unprecedented not onlv because ofthe size ofthe acquired carrier, but also 

because ofthe unique nature ofthe transaction. This is not a simple end-lo-end or parallel 

merger where one railroad acquires another intact and integrates it into its own system But 

rather, a large profitable railroad. Conrail. is being disaggregated into three parts, two of which 

w ill be merged into larger competing railroads and the third part operated by a third-partv as a 

"Shared .Asset Area."' This means that rather than simplv integrating the operations, systems 

etc.. of the acquired company into the acquiring railroad. Conrail musl first be disaggregated and 

then reassiniilated by NS, CS.X and the residual Conrail entitv. 

It should be stressed that Conrail currentlv operates as a syslem. wilh its own traffic 

flows, operating patterns, and infomiation systems. W hen C onrail is disaggregated, the ""s> stem " 

will have to be split in three, forcing the creation of for example, new routes which will then 

hav e to be merged into the operations of two acquiring companies. These changed traffic 

pattems £ind new routings for tratTic raises questions about how customer sen ice will change and 

how the competiiive balance in the northeast will evolve. 



In the course of its work, CJR..\ reviewed the application itself supporting work papers, 

verified statements, responses to interrogatories and depositions ot the applicants" witnesses, and 

conducted our own independent analysis, in arriving at our conclusions. 

The balance of this statement includes our summary and conclusions. This is followed by 

a detailed discussion of the potential impacts ofthe Conrail break-up on CMA'SPI members and 

a discussion of how CMA/'SPFs proposed protective conditions will alleviate the impacts ofthe 

merger. A technical appendix (.Appendix C) contains a discussion ofthe iraffic analysis which 

supports the conclusions of this statement, and a Glossary of terms used in this statement is 

included as Appendix D. 

Sl MMAR^ AND CONCLUSIONS 

After reviewing the application and other documentation described above, GR.A 

concludes that there are three areas of potential problems for CMA/SPI members associated with 

the Conrail break-up: 

1. Impaired senice for some shippers 

2. Reduced competition for some shippers 

3. Start-up issues 

Each of these potential problem areas is described separately below. 



Impaired Sen ice 

CiR.A has identified approximatelv 1 I l.OOo carioads ol chemicals and plastics traffic out 

of 345.700 carloads ( "2*'n) which will poientiallv have worse sen ice after the Conrail break-up 

than It has todav. This reduction in serv ice will involve two tvpes of traffic: 

I . Traffic mov ing to i>r trom a Shared Asset Area (S.A A) 

2 Conrail local traffic which Ivcomes interline tratfic between CSX and NS 
alter the Conrail break-up 

In both of these cases, the application and supporting record indicates :hat the applicanis 

have noi >ct planned for operations in the S.A.As and lor interline tratfic between C S.X and NS to 

the point where anv judgment can be made about the serv icc that will exist after the Conrail 

break-up. The applicants claim to be in the process of planning tor these operations. Howev er 

GR.\ believes lhat because ofthe inherent additional complexities of operations in the S.A.A 

(where > carriers will operate where one does now ) and the substitution of NS-CSX interline 

sen ice tor Conrail single-line sen ice, that sen ice for both ot lhese categories of iraffic will be 

worse atter the merger than it is todav regardless ofthe operativtnal details NS and Ĉ SX work 

OUI ( SX W itnesses Snow acknowledge the "poientialitv tor mi.schief" in S.AA operations and 

management, and NS witness McClellan testified tliat creation ofthe S AA^ added a laver of 

bureaucracy and inefficiency. CSX Witness Jenkins testified that iraffic becoming interiine will 

have worse serv ice and higher costs.' 

Based on C onrail '9QS traffic dat;i 

Snow depo, tr p. 19" hruN 2.̂  24. 

McC lellan depo. tr p. 121 lines 20-2'̂  

Jetikms depo tr p 24 line 2.̂  - p 2.̂  line '̂ J 
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Reduced C ompetition 

CiR.\ iias identified approximatelv 63.000 carloads of chemical and plasucs traffic (18" o) 

which will have a reduction in competition after this transaction Thi> reduction in competition 

will involve the tbilowing three Iraffic categories: 

I . Current C onrail li>cal tratfic which will become NS ( S.X interline Iraffic 
after the Conrail break-up 

Traffic which is currently interline between C onrail and NS or CSX 
which, after the C onrail break-up. will become NS or C SX local traffic 

Potentially divertabic iraffic. LC,, tratfic which is currently onginating or 
terminating al locations not on Conrail and which moves to from a C onrail 
ongin or destination which vvill be .solelv served bv either CSX or NS after 
the merger and which w ill be poientiallv div enable trom its current 
Conrail Gatewav to the .Memphis or New Orleans Cjatewav. 

In each ofthe cases described above, the potential exists after the Conrail break-up for CMA SPI 

members to suffer a potential reduction in rail-lo-rail competition and thereby incur increased 

freight rales 

Start Up Issues 

After rev iewing the record. GR.\ believ .-s that the applicanis have not adequatelv 

dev elope.i the details of starting up this major undertaking. It is impossible to judge from the 

record how the breakup and reconsiilution will be managed. This lack of detail planning could 

potentially result in substantial start up problems with artendanl costs to CM.A SPFs members 

atui IO other tomier Conrail shippers and receivers. This lack ot a definitive start-up plan in 

operations, management infomiation sv stems, labor, and other areas could cause substantial 

reductions in sen ice along with delays, lost cars and other sen ice problems, to the detriment of 

Note: 1 his iraffic also will receive reduced serA ict as described in die prev lous section. 
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indu.stry. There is considerable precedent fbr problems of this .sort. For example, the problems 

in the Houston area stemming from the IT'-SP merger are well documented. The L P s 

ab.sorpiion of the SP is a much simpler transaction than the Conrail break-up ^'el the I 'P is 

currentlv in a '".service crisis"" cau.sed b> the acquisition ofthe SP which is causing the U'P to take 

extraordinary steps to solv e the problem. These steps include: 

• Routing trains on other railroads: 

• Shifting coal iraffic lo other carriers; 

• Diverting trains internallv to less efficient routes; 

• T'liniinaling export coal shipmenls; 

• Slowing down intermodal trains to free up locomotives. 

Most of these steps are detrimental to the I P's long-term plans but necessary fbr short-term 

sun ival.^ 

Protective C onditions 

CiR.A believes lhat the protective conditions proposed bv CMA'SPI would subslanliallv 

mitigate the potential problems descnbed abov e. .A detailed discussion of how these conditions 

will provide this mitigation is included in a later seciion of this st.alemenl. The underlving 

analysis leading to these conclusions is also described in latter sections of this statement and in 

the ver-fied statement otMr Charles N. Marshall. 

Finance IXicket 32760 (Sub -No 21 ). .Applicants' Tliird C>uarter I W Progress Report, pp 8-43. 
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A N A L ^ SIS 

DATA ANI) T RAFFIC ANAL\ SIS 

As the first step m its analvsis ofthe Conrail hreak-up. GR.A obtained data from the 

applicants consisting of 100 percent traffic tapes for the vear 199> Tor the applicants and Conrail, 

GR.A first ""cleaned" these tapes in order to make them usable tor sub.sequent analvsis. .After the 

tapes were cleaned, (iR.A conducted a number of Iraffic studies on these tapes to identifv traffic 

volumes associated vvilh the v arious issues of importance to ("NLA SPI members The data 

cleaning activ ity and the iraf fic analysis are explained in detail in .Appendix C. 

SI RMCE ISSUES 

S.AAs 

Nortolk Soulhem and CSX plan to operate three areas of Conrail as "Shared Asset .Areas" 

(SA.As). rather than dividing tho.se assets between the acquirers as is being done with other parts 

of ConraiTs operation. The three SAAs are North Jersev. South JerjeyThildaiphia. and Detroit. 

I hese areas are of disproportionate importance to C"M.A and SPI Secause S.A.A Iraffic 

equals 105,000 cars a year of chemicals. Approximatelv 30" o of Conra;! s chemical traffic 

originates or temiinates in an SA.A. 

NS and CSX have established elaborate govemanc> rules for the SAAs. (ApplicaUon 

\olume S( . IAII.S. Ci. 11. i) In general, operation ofthe S.vAs will be can-ied out by a residual 

( onrail organization that will hav e iu> pricing authontv or other commercial presence, and will 

not be a common earner. All pncing ana full senice responsibilitv tor SAA shipments will be 



taken by either CSX or NS. Even movements from one point in an S.A.A lo another vvithin an 

S.A.A or between S.A..\s will be priced and contracted tor bv une ofthe owning companies. The 

serv ice. however, vvill be prov ided by the residual "Conrail" organization, although both NS and 

C SX can operate their (uvn trains in the S.AAs. 

lhe ("onrail operating company is to be govemed by an evenly-divided joint board 

through a jointlv-selected General Manager. Elaborate prov isions are made tor the division of 

expenses and capital investment costs, with arbitration provided in the event of disagreement. 

The normal course of arbitration would appear to be about four and a half months from the lime 

of Board deadlock (45 days' specific wail. 45 dav s ft)r submission of papers. 45 days for 

decision) The period could be lengthened bv failure to agree upon bv an arbitrator. Since the 

division of costs is spelled out in the agreement, the principal application of arbitration is likely 

to be to the level of cost. In other words, arbitrable disagreement is most likely lo arise in 

decisions as to w hether a capital expenditure should be made and how much to spend on 

maintenance in a given year. 

Although the .Applicants appear to have devoted much lime and thought lo developing 

mles for the governance of their joint tacilities. it is not obvious whether these rules, in practical 

application, will work The fundamental fad is lhat CSX and NS. after the acquisiUon has been 

completed will be competitors. There will be no natural incentive fbr cooperation. As 

previouslv noted. CSX's Chief Fxecutiv e Officer Mr Snow said there vvould be a "poientialitv 

for mi-schicU in the S.A.As W hat is more, if there are changes in the relativ e economic .status of 

the two companies, there could emerge dramatic differences in their operating and investment 

philosophies. If one companv is relativ elv poor and the other relativ elv nch. one could manage 
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for cash and the uther for long-term growth In such an env ironmental. there is s,>me incentiv e 

tor the poorer partner lo send v irtuallv everv decision to arbitration just to defer the cash impact 

of the decision. 

There is ample precedent fbr joint f acilities and temiinal operations to go w rong. Tor 

years. Soulhem Pacific (relativelv poor) and Santa Fe irelativelv prosperous) bickered dhoui 

capacitv improvements lo shared tracks in southern California. The argument stopped capital 

improvements and kept maintenance lev els Tnv t'or years. Similarly, the 7 emiinal Railroad 

Association of St. Louis, jointlv owned bv about a dozen connecting lines and subject to an 

agreement with elaborate checks and balances, suffered for years with poor service. .• \ i other 

times, joint lerminals such as the Indiana TJarbor Bell and Belt Railway of Chicago have suf fered 

from disputes between the owners which created serv ice p.-oblems. The point here is not lhal 

joint facilitv agreements such as the SAAs agreements always go wrong, bul that there is an 

inherent built-in mechanism in the stmcture that mav cause thing to go wrong wilh attendant 

problems for CMA SPI shippers who w ill depend heavil) on the smooth operations of the S.A.As. 

Furthermore, the Applicants hav e v et to delineate their operating plan fur the S A As. e g.: 

• How their systems will be integrated. 

• Wow thev will accommodate the changes in routings and camer identification ul S A.A 
.stations that will result 

• Mow thev will accommodate additional new line-haul serv ice wilh exisung local 
Itching sen ice. 

• W hat personnel uill be chosen to operate the SAAs ( W ill the personnel below the 
level of general manager be new faces ur old ' l l uid. will thev be able to work with 
NS and CS.X after the cuntention ofthe past vear' If new. will thev understand the 
operation'̂ ) 

• W hat the labor agreements f"or the S.A.A might prov ide. 



Each of these niatters. i f unresolved, bears the seeds for substantial senice problems 

following the C'onrail break-up. 

From a day-to-day operating perspective, the tracks in the SA As are alreadv congested 

todav (and particularlv in the North Jersev and Philadelphia SAAs where most ofthe chemical 

traffic originates and terminates) the yards (Oak Island and Pavonia) are low-lech and under-

maintained. Oak Island once was a hump yard and now is operated as a fiat switch yard. 

Pavonia (near Camden. NJ) is a rider hump yard. These yards mav well be inadequate lo senice 

both the Conrail residual operations and the two competing carriers. The trackage in the SAA 

has been operated bv Conrail for manv years and Conrail has rationalized the facilitv to produce 

the most efficient operations tbr one carrier, not three. In South Jersev. the track from Pavonia lo 

CP "Brown" could be a source of congestion vvhile in North Jersey, the single-track connecUons 

to the SA.As mav cause pioblems. 

W itness Mohan testified lhat even todav. when Conrail is the sole owner ofthe lines that 

will become the North Jersey SA.A. there are congested segments." As another example ofthe 

potential for poor sen ice. NS and CSX intend mc ^ arrivals and departures from Oak Island lhan 

Conrail curtenllv has. However. NS" response to CM.A s Interrogatory No. 4 indicates thai they 

intend to maintain the current times and frequencies of local swuching sen ice." This means thai 

trom a shipper's perspective, pickups and deliveries will occur no more frequently than thev do 

todav Iherefore. the additional trains will be "wasted"" and. in fact, the need to elassifv more 

Mohan depo. tr p, 572 line 25 - p. 5""3 line 8. 

CSX-r. p. 9. 
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