
STB FD 33388 10-21-97 D 182874 



BEFORE THE 
SURF.'̂ CE TRANSPORTATION BOARD 

FINANCE DOCKET NO. :T388 

ORIGINAL 
ORU-3 

csx CORPORATION AND CSX TRANSPORTATION, INC. 
NORFOLK SOUTHERN CORPORATION .AND 
NORFOLK SOUTHERN RAILW/rY COMPANV 

—JONTROL AND OPERATING LEASES/AGREEMENTS— 
COKRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

COMMENTS AND REQUEST 
FOR CONDITIONS OF 

ORANGE AND ROCKLAND UTILITIES, INC. 

DANIEL J. SWEENEY 
JOHN M. CUTLER, JR. 
MCCARTHY, SWEENEY & 
HARKAWAY, P.C. 

Sui t e 1105 
1750 Pennsylvania Avenue, N.W. 
Washington, DC 20006 
(202) 393-5710 

Attorneys f o r Orange and 
Rockland U t i l i t i e s . Inc. 

Dated: October 21, 1997 



ORU-3 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 3 3 388 

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

—CONTROL AND OPERATING LEASES/AGREEMENTS— 
CONRAIL INC. ;̂ ND CONSOLIDATED RAIL CORPORATION 

COMMENTS AND REQUEST 
FOR CONDITIONS OF 

ORANGE AND ROCKLAND UTILITIES, INC. 

I . INTRODUCTION 

Pursuant t o the proc e d u r a l schedule adopted by the Board i n 

Deci s i o n No. 6 i n t h i s proceeding, Orange and Roclcland U t i l i t i e s , 

I n c . ("Orange and Rockland") hereby submits i t s comments on the 

r e s t r u c t u r i n g and t r a n s f e r of l i n e s of Consolidated R a i l 

C o r p o r a t i o n ("Conrail") proposed by A p p l i c a n t s CSX Corp. and CSX 

T r a n s p o r t a t i o n , I n c . ("CSX"), N o r f o l k Southern C o r p o r a t i o n and 

N o r f o l k Southern Railway Company ("NS") and C o n r a i l . -

- On October 8, 1997, Orange and Rockland f i l e d and served i t s 
n o t i c e of i n t e n t t o p a r t i c i p a t e and i t s motion f o r leave t o l a t e -
f i l e t h a t n o t i c e . Although the motion has not ye t been g r a n t e d , 
Orange and Rcckland reguests t h a t the Board accept these comments 
f o r f i l i n g pending a c t i o n on Orange and Rockland's October 8, 1997 
motion. 
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Orange and Rockland does not oppose the breakup of C o n r a i l and 

a b s o r p t i o n of i t s l i n e s i n t o t he systems of CSX and NS, but Orange 

and Rockland urges the Board t o impose c o n d i t i o n s designed t o 

m i t i g a t e adverse e f f e c t s of the C o n r a i l r e s t r u c t u r i n g on r a i l 

s e r v i c e t o Orange and Rockland's L o v e t t P l a n t . Good cause e x i s t s 

f o r t h e i m p o s i t i o n of the reguested c o n d i t i o n s , as s e t f o r t h h e r e i n 

and i n t h e attached V e r i f i e d Statement of Orange and Rockland 

Witness Debra A. Bogin. 

I I . INTEREST OF ORANGE 
AND ROCKLAND 

Orange and Rockland i s an investor-owned e l e c t r i c u t i l i t y 

p r o v i d i n g e l e c t r i c power and n a t u r a l gas s e r v i c e t o i n d u s t r i a l , 

commercial and r e s i d e n t i a l customers i n so u t h e a s t e r n New York, 

n o r t h e r n New Jersey and n o r t h e a s t e r n Pennsylvania. A k r y component 

of Orange and Rockland's g e n e r a t i n g system i s i t s L o v e t t P l a n t , 

which accounts f o r more than one t h i r d of Orange and Rockland's 

t o t a l g e n e r a t i n g c a p a c i t y . 

The L o v e t t P l a n t , l o c a t e d i n Tomkins Cove, New York, burns 

approximately 700,000 tons of c o a l per year. A l l of t h i s c oal i s 

c u r r e n t l y d e l i v e r e d i n u n i t t r a i n s e r v i c e by C o n r a i l , the only 

r a i l r o a d s e r v i n g the p l a n t . Bogin V.S. a t 2. I f the C o n r a i l 

merger i s approved, the River Line between New York C i t y and 

Albany, on which the L o v e t t P l a n t i s l o c a t e d , w i l l be t r a n s f e r r e d 

from C o n r a i l t o CSX. CSX w i l l then be the o n l y r a i l r o a d s e r v i n g 

the L o v e t t P l a n t . 

Today, 90% of the c o a l d e l i v e r e d t o the L o v e t t P l a n t moves i n 

j o i n t l i n e , NS-Conrail s e r v i c e , under r a i l t r a n s p o r t a t i o n c o n t r a c t s 
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between Orange and Rockland and NS and Conrail. I t i s Orange and 

Rockland's understanding t h a t , post-merger, NS and CSX w i l l assume 

Conrail's obligations under those contracts, making only those 

changes necessary t o r e f l e c t l i n e t r a n s f e r s and modified 

interchange points, w i t h rates t o be adjusted accordingly.-' 

Assuming t h i s process works as the Applicants say i t w i l l . 

Orange and Rockland w i l l nevertheless be captive at Lhe Lovett 

Plant t o whichever r a i l r o a d serves that Plant. As a public u t i l i t y 

w i t h an o b l i g a t i o n t o provide service to i t s customers. Orange and 

Rockland cannot ignore t h i s proceeding's p o t e n t i a l f o r fundamental 

changes i n the nature of r a i l service t o the Lovett Plant, both i n 

the immediate aftermath of the merger, and over the longer term. 

Orange and Rockland has two p r i n c i p a l concerns about the 

Applicants' proposal. F i r s t , Orange and Rockland must have 

r e l i a b l e r a i l service at the Lovett Plant. As the Board knows, the 

recent UP/SP merger has led to service problems, p a r t i c u l a r l y i n 

Texas, t h a t have been so severe that delayed d e l i v e r i e s have led t o 

plant shutdowns and employee l a y o f f s . Orange and Rockland fears 

s i m i l a r problems may occur i n the East, as CSX and NS absorb 

Conrail l i n e s i n t o t h e i r systems. 

Second, Orange and Rockland benefits today from competition 

between CSX and NS to o r i g i n a t e shipments of the "supercompliance" 

coal required at the Lovett Plant. Unless t h i s merger i s 

appropriately conditioned, t h a t competition w i l l be jeopardized 

- See A r t i c l e 2, Section 2.2 of the Transaction Agreement, i n 
Volume 8B of the Railroad Contrci Application. 
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when CSX, one of the two main r a i l r o a d s serving Central Appalachian 

low-sultur coal mines, becomes the sole r a i l r o a d serving the Lovett 

Plant. 

I I I . ORANGE AND ROCKLAND NEEDS 
RELIABLE RAIL SERVICE 

As explained by Orange and Rockland Witness Bogin, space 

constraints at the Lovett Plant are such t h a t r e l a t i v e l y l i t t l e 

coal can be stored i n the Plant s t o c k p i l e . The 55,000 tons of low 

su l f u r coal stored at the P'ant when the stoc k p i l e i s f u l l 

c o n s t i t u t e enough coal to operate the Plant f o r only eighteen 

days. Bogin V.S. at 3. 

Of the 700,000 tons of coal burned annually at the Lovett 

Plant, 90% moves i n j o i n t l i n e NS-Conrail service, interchanged 

e i t h e r at Hagerstown, Maryland or Buffalo, New York. While the 

Lovett Plant has not been ^nut down due t o problems on NS and 

Conrail, there have been some close c a l l s . On one recent occasion, 

the supply of the extremely low-sulfur coal burned at Lovett was 

exhausted. Orange and Rockland had t o burn a combination of higher 

s u l f u r coal and natural gas i n order t o meet the s t r i c t clean a i r 

standards applicable to Orange and Rockland's system. Bogin V.S. 

at 4. 

Because of those emission standards, Orange and Rockland 

cannot burn l o c a l coals at Lovett. Indeed, even regular low-sulfur 

Appalachian compliance coal (1.2 pounds of s u l f u r dioxide per 

m i l l i o n Btu) produces emissions exceeding the standards Orange and 

Rockland must meet. Orange and Rockland must therefore obtain 

"supercompliance" coal from one of the handful of mines i n Central 
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Appalachia known to produce t h i s coal i n vciumes s u i t a b l e f o r u n i t -

t r a i n loading. 

In view of the d i f f i c u l t i e s Orange and Rockland has 

experienced i n recent years, and i n view of the d i f f i c u l t i e s UP has 

had providing r e l i a b l e service over i t s l i n e s a f t e r i t s merger with 

SP, Orange and Rockland i s very concerned about the f u t u r e . 

Moreover, UP absorbed an i n t a c t r a i l r o a d . In t h i s proceeding, CSX 

and NS are asking t h i s Board to approve t h e i r a c q u i s i t i o n of 42% 

and 58%, respectively, of Conrail. As a r e s u l t , routings w i l l 

change, interchange points w i l l disappear, and r e s p o n s i b i l i t i e s 

w i l l be s h i f t e d t o new people i n new locations. Problems during 

the t r a n s i t i o n • .-e i n e v i t a b l e , and there i s no reason t o suppose 

that these Ap{.licants' service problems w i l l be less severe t'lan 

those experienced by UP. 

The Applicants project s i g n i f i c a n t increases i n t r a f f i c over 

Conrail's River Line, on which the Lovett Plant i s located. See 

Volume 3A of the Railroad Control Application, at Attachment 13-6, 

page 448, and Attachment 13-7, page 470. A 19% increase i n tonnage 

i s projected, from 41 m i l l i o n tons a year i n 1995 t o 48 m i l l i o n 

tons " p ost-acquisition", or an a d d i t i o n a l 1.2 t r a i n s a day. The 

Applicants have also stated repeatedly t h a t they intend to seek 

dive r s i o n of large volumes of f r e i g h t from truck t o r a i l . This 

w i l l add t o congestion on r a i l l i n es i n New Jersey and New York. 

Orange and Rockland understands that i n the f u t u r e , CSX may be 

able t o o f f e r s i n g l e - l i n e service to the Lovett Plant. This 

p o s s i b i l i t y o f f e r s advantages >ina p o t e n t i a l disadvantages, as 
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discussed below. However, Orange and Rockland w i l l require 

j o i n t - l i n e NS-CSX service u n t i l at least 2007, when i t s coal 

contract with Massey Coal Sales f o r service from the NS-served 

Sidney mine expires. 

IV. ORIGIN COMPETITION 
TO SERVE ORANvlE AND 

ROCKLAND WILL BE IMPAIRED 

The second major area of concern t h a t the Railroad Control 

Application presents to Orange and Rockland involves competition 

among r a i l r o a d s t o serve the Central Appalachian coal mines tha t 

produce supercompliance coal. As Witness Bogin explains (V.S. at 

8-9), most of the supercompliance coal reserves are sourced on NS, 

not CSX. Indeed, Massey i s the largest producer j f these coals, 

and i t has advised Orange and Rockland t h a t NS serves 80% of the 

Massey o r i g i n s capable of meeting the Lovett Plant's needs. (Id.) 

Orange and Rockland i s , of course, captive to Conrail at the 

Lovett Plant today, and the Company w i l l be captive t o CSX at 

Lovett i n the f u t u r e . The Company therefore does not q u a l i f y as a 

" 2 - t o - l " shipper of the kind the ICC and Board have t r i e d t o help 

i n recent merger decisions.- The f a c t remains th a t the 

competition t h a t e x i s t s between NS and CSX i n the coal f i e l d s of 

Central Appalachia w i l l be impaired i f one of those r a i l r o a d s , CSX, 

is also the only r a i l r o a d serving the Lovett Plant. 

^ Certain competitors of Orange and Rockland, including A t l a n t i c 
City E l e c t r i c and PECO, w i l l apparently enjoy service by a second 
r a i l r o a d as a r e s u l t of the Conrail merger. This w i l l give those 
u t i l i t i e s a competitive advantage. 
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Orange and Rockland benefits from today's o r i g i n competition 

i n two ways. F i r s t , Conrail has not used i t s market dominance over 

d e l i v e r i e s t o the Lovett Plant t o force Orange and Rockland t o take 

a l l of i t s coal from Conrail-served mines. This i s because Conrail 

does not have access to supplies of supercompliance coal s u f f i c i e n t 

t o meet the Lovett Plant's needs. Bogin V.S. at 7. Conrail hauls 

only about 10% of the coal burned at Lovett i n s i n g l e - l i n e service. 

As a r e s u l t , Conrail has not sought t o i n t e r f e r e i n Orange and 

Rockland's coal a c q u i s i t i o n decisions, and Orange and Rockland has 

been able to benefit from competition between NS and CSX t o 

transport coal from the mines to the Conrail interchange points. 

Bogin V.S. at 7. Equally important from Orange and Rockland's 

perspective i s the fact that i t s access t o NS-served mines and CSX-

served mines induces the mines themselves to compete w i t h one 

another t o provide the best coal at the best p r i c e . 

With CSX serving the Lovett Plant exclusively, and also 

serving less than half of the supercompliance coal reserves, t h i s 

healthy competitive s i t u a t i o n w i l l change. No matter how hard NS 

and the NS-served mines s t r i v e to continue t h e i r r o l e as Orange and 

Rockland's p r i n c i p a l suppliers, CSX w i l l have the a b i l i t y t o price 

t h e i r services out of the market, by making the delivered p r i c e of 

such coals noncompetitive. Bogin V.S. at 7-8. 

CSX w i l l also have an economic and operational incentive t o 

secure the longest possible haul f o r i t s e J f . I t i s understood by 

a l l p a r t i e s that CSX and NS have paid a m u l t i - b i l l i o n d o l l a r 

premium to acquire Conrail. The temptation t o recover at least 
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some of the a c q u i s i t i o n costs from capti>/e shippers l i k e Orange and 

Rockland may be i r r e s i s t i b l e . The simplest way f o r CSX to 

accomplish t h i s r e s u l t , once Orange and Rockland's r a i l 

t r a n s p o r t a t i o n contracts expire, w i l l be to set s i n g l e - l i n e rates 

at the p r o f i t maximizing l e v e l , and then t o establish even higher 

through rates f o r d e l i v e r y of NS-originated co£l. Absent 

competition, CSX w i l l be under no compulsion t o share with Orange 

and Rockland any of the e f f i c i e n c y benefits claimed to r e s u l t from 

s i n g l e - l i n e service. 

I t may be argued th a t i t i s i n the r a i l r o a d ' s i n t e r e s t to 

maximize Orange and Rockland's generation i n order t o maximize 

t n e i r revenues. This suggestion rests on the simp.le but f a l l a c i o u s 

assumption th a t r a i l r o a d s price t h e i r services t o maximize 

i n d i v i d u a l shippers' revenue con t r i b u t i o n s , rather than the o v e r a l l 

p r o f i t a b i l i t y of the r a i l r o a d as a whole. 

But economics textbooks, and the business sections of 

newspapers, are f u l l of examples of businesses dropping p r o f i t a b l e 

enterprises because of greater p r o f i t s available elsewhere. In the 

r a i l r o a d context, as Witness Bogin explains, there i s no assurance 

t h a t CSX w i l l not subordinate i t s "partnership" with Orange and 

Rockland to a more l u c r a t i v e partnership with one or more other 

shippers. The r e s u l t could be higher rates f o r Orange and 

Rockland, more l i m i t e d access to coal supplies, and i n f e r i o r 

service, at a time vhen the imperative f o r competitive rates and 

service by Orange and Rockland i t s e l f has never been stronger. 

Bogin V.S. at 10-11. 
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Nor i s the r a t e case remedy an adequate s u b s t i t u t e f o r 

co m p e t i t i o n . As the Board i s w e l l aware, i t has no j u r i s d i c t i o n t o 

p r e s c r i b e r a t e s below t he j u r i s d i c t i o n a l t h r e s h o l d , even where 

market dominance and r a t e s exceeding stand-alone cost are 

e s t a b l i s h e d . This r e l x e f i s inadequate i f r a i l c o m p e t i t i o n t o 

serve Orange and Rocklana's com p e t i t o r s d r i v e s t h e i r c o s t s of 

ge n e r a t i o n below Orange and Rockland's. The inadequacy of 

r e g u l a t o r y r e l i e f i s compounded i f the a c q u i s i t i o n premium i s 

allowed t o i n f l a t e v.he j u r i s d i c t i o n a l t h r e s h o l d . 

V. THE CONDITIONS REOUESTED 
BY ORANGE AND ROCKLAND 

SHOULD BE IMPOSED 

Under the a p p l i c a b l e s t a t u t o r y p r o v i s i o n s , s e t f o r t h a t 49 

U.S.C. § 11324, the Board may not approve a merger or c o n t r o l 

a p p l i c a t i o n unless i t f i n d s t h a t the t r a n s a c t i o n under 

c o n s i d e r a t i o n i s i n the p u b l i c i n t e r e s t . I n making t h i s 

d e t e r m i n a t i o n , the Board must, a t a minimum, c o n s i d e r : 

(1) the e f f e c t of the proposed t r a n s a c t i o n on the adequacy of 
t r a n s p o r t a t i o n t o the p u b l i c ; 

(2) t h e e f f e c t on the p u b l i c i n t e r e s t of i n c l u d i n g , or 
f a i l i n g t o i n c l u d e , o ther r a i l c r r i e r s i n t h e area i n v o l v r d 
i n the proposed t r a n s a c t i o n : 

(3) the t o t a l f i x e d charges t h a t r e s u l t from t h e proposed 
t r a n s a c t i o n ; 

(4) the i n t e r e s t of r a i l c a r r i e r employees a f f e c t e d by the 
proposed t r a n s a c t i o n ; and 

(5) whether the proposed t r a n s a c t i o n would ha/e an adverse 
e f f e c t on c o m p e t i t i o n among r a i l c a r r i e r s i n the a f f e c t e d 
r e g i o n or i n the n-..cional r a i l system. 

49 U.S.C. § 11324(b). Section 11324(c) goes on t o p r o v i d e "The 

Board may impose c o n d i t i o n s governing the t r a n s a c t i o n , i n c l u d i n g 
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the d i v e s t i t u r e of p a r a l l e l tracks or r e q u i r i n g the granting of 

trackage r i g h t s and access t o other f a c i l i t i e s . " 

I n considering whether t o impose conditions, the Board adheres 

to the p o s i t i o n adopted by the ICC i n Union P a c i f i c — Control — 

Missouri P a c i f i c ; Western P a c i f i c . 366 ICC 462, 565 (1982): 

[W]e w i l l not impose public i n t e r e s t 
c o n d i t i o n s on a r a i l r o a d 
consolidation unless we f i n d t h a t 
the consolidation may produce 
e f f e c t s harmful to the public 
i n t e r e s t (such as an anticompetitive 
reduction of competition i n an 
affected market), that the 
conditions t o be imposed w i l l 
ameliorate or eliminate the harmful 
e f f e c t s , t h a t the conditions w i l l be 
operationally feasible, and th a t the 
conditions w i l l produce public 
benefits (through reduction or 
e l i m i n a t i o n of the possible harm) 
outweighing t h e i r harm to the 
merger. 

The conditions requested by Orange and Rockland meet these 

standards. 

The f i r s t condition requested by the Company should generate 

no opposition. Orange and Rockland urges the Board to r e t a i n 

j u r i s d i c t i o n over implementation of the merger, i n order to be able 

t o monitor the actions taken by CSX and NS i n absorbing t h e i r 

respective portions of Conrail i n t o t h e i r systems. This condition 

p a r a l l e l s the s i m i l a r condition imposed i n Finance Docket No. 

3 72 60, Union P a c i f i c -- Control — Southern P a c i f i c . 

This condition cannot "harm" the merger, since i t imposes no 

a d d i t i o n a l burdens on the Applicants. I t merely enables the Board 

t o keep i t s e l f informed of the Applicants' progress i n consummating 
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t h e i r tran.-^action. The Board would also be i n a p o s i t i o n t o react 

t o any service problems t h a t may develop, but any remedial measures 

would be taken only a f t e r consideration of the views of the 

Applicants other r a i l r o a d s , shippers and receivers, and the 

publi c . 

I t i s noteworthy t h a t the Union P a c i f i c has entered 

v o l u n t a r i l y i n t o trackage r i g h t s agreements w i t h other r a i l r o a d s , 

i n order to a.iieliorate i t s current service problems. Corrective 

action might have been slower i n coming i f the Board had not 

elected t o maintain an oversight r o l e when i t approved the UP/SP 

merger. 

Of course, the "monitoring" condition i n US/SP di d not prevent 

service problems. Orange and Rockland seeks other conditions t o 

accomplish that r e s u l t with respect to p o t e n t i a l service problems 

at the Lovett Plant, and also t o mit i g a t e the p o t e n t i a l 

anticompetitive e f f e c t s discussed above. 

The f u l l benefits of s i n g l e - l i n e service t o the Lovett Plant 

cannot be realized by Orange and Rockland so long as only one 

r a i l r o a d , CSX, can reach the P.''ant, but shipments must o r i g i n a t e at 

NS-served mines, due t o e x i s t i n g long-term coal supply contracts. 

I t appears, however, th a t the competitive s i t u a t i j n could be 

enhanced without major modifications ( i . e . , hundreds of miles of 

trackage r i g h t s ) t o the transactions agreed t o by the Applicants. 

The revised r a i l r o a d map i n the East provides NS with two 

routings t o w i t h i n 50 miles of the Lovett Plant, e i t h e r v i a 

Hagerstown, Maryland, eastern Pennsylvania and northern New Jersey, 
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or via Buffalo and Binghamton, New York. Trackage r i g h t s f o r NS 

over the l a s t 50 miles of the route would preserve the o r i g i n 

competition between NS and CSX that now e x i s t s , and would also 

m i t i g a t e any r i s k of delays or other service problems. 

A l t e r n a t i v e l y , reasonable interchange rates from CSX from the 

nearest point of interchange with NS (believed t o be Oak Island 

Yard, New Jersey) , would permit NS and CSX, and the Central 

Appalachian mines they serve, to compete based on price and 

q u a l i t y . The danger of foreclosure or exclusionary p r i c i n g by CSX 

would be mitigated. 

That these conditions would mitigate the c i t e d harms, and 

b e n e f i t Orange and Rockland, i t s customers, and i t s coal suppliers, 

i s undeniable. Orange and Rockland knows of no operational b a r r i e r 

t o implementation of any of these conditions. They are, i n some 

respects, merely a s l i g h t expansion of the shared assets concept 

put forward by tne Applicants as a benefit of the merger. 

These Le'^efits also outweigh any "harm" the conditions might 

cause tc the merger. Harm to a merger, properly understood, means 

an adverse impact on the legitimate i n t e r e s t s of the merging 

p a r t i e s . Enhancing one r a i l r o a d ' s market power over captive 

shippers, at the expense of other r a i l r o a d s and of coal mines not 

served by the r a i l r o a d gaining new monopoly power, i s simply not 

among the goals Congress intended to foster when i t authorized the 

Board t o approve r a i l r o a d consolidations. 

The conditions requested by Orange and Rockland do no more 

than prevent the withholding, as opposed t o the sharing, of the 
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e f f i c i e n c y gains t o u t e d as a merger b e n e f i t by t h e A p p l i c a n t s . I n 

t h i s r e s p e c t , t h e r e i s no "harm" t o the merger. 

V I . CONCLUSION 

For the reasons s e t f o r t h i n these Comments, Orange and 

Rockland urges the Board t o approve t h e A p p l i c a n t s ' R a i l r o a d 

C o n t r o l A p p l i c a t i o n o n l y i f i t i s c o n d i t i o n e d as requested h e r e i n . 

R e s p e c t f u l l y s u b m i t t e d , 

DANIEL J. SWEEÎ EY ' 
JOHN M. CUTLER, JR. 
MCCARTHY, SWEENEY & 
HARKAWAY, P.C. 

Sui t e 1105 
1750 Pennsylvania Avenue, N.W. 
Washingto.:, DC 20006 
(202) 393-5710 

Attorneys f o r Orange and 
Rockland U t i l i t i e s . I n c . 

Dated: October 21, 1997 
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VERIFIED STATEMENT OF DEBRA A. BOGIN 

I . INTRODUCTION 

My name i s Debra A. Bogin and my business address i s One Blue 

H i l l Plaz^. Pearl River, NY 10965. I am cu r r e n t l y an E l e c t r i c 

Commodity Marketer i n the E l e c t r i c Production D i v i s i o n of Orange 

and Rockland U t i l i t i e s , Inc. ("Orange and Rockland", or the 

"Company"). 

I joined Orange and Rockland i n September, 1991, as Fuel 

Resources Contract Administrator. My job r e s p o n s i b i l i t i e s 

included, among other things, the d a i l y and long term purchase of 

coal, the scheduling of coal d e l i v e r i e s with the r a i l r o a d s , and 

coal and r a i l contract administration and negotiation. I worked i n 

tha t p o s i t i o n u n t i l November 1996, at which time I was promoted to 

my current p o s i t i o n . My current job r e s p o n s i b i l i t i e s include my 

former duties i n addition t o the marketing of the e l e c t r i c 

generation of Orange and Rockland's power plants. 

Orange and Rockland i s an investor owned u t i l i t y serving 

266,000 e l e c t r i c customers and 113,100 natural gas customers i n a 

1,350 square-mile region with a population of approximately 675,000 

i n southeastern New York State as wel l as i n adjacent sections of 

northern New Jersey and northeastern Pennsylvania. Orange and 

Rockland has a t o t a l i n t e r n a l generation capacity of 982 megawatts 

from coal, o i l and gas steam u n i t s , gas turbine u n i t s and 

hydroelectric power. Attached as Exhibit 1 i s a map of our service 

area. 
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The Lovett Plant, which i s now served exclusively by Conrail, 

i s one of Orange and Rockland's two steam generati.vo p.;ants. A 

photograph of the Plant, which i s located i n Tomkins Cove, New 

York, i s attached as Exhibit 2. The Lovett Plant consists of three 

a c t i v e u n i t s , two of which burn coal. These two coal u n i t s have a 

capacity of 372 megawatts, or approximately 38%, of Orange and 

Rockland's i n t e r n a l generating capacity. The Lovett Plant coal 

burning u n i t s u t i l i z e an extremely low s u l f u r (1.0 lbs. SO,MMPTu) 

and high Btu (13,000 Btu) coal, known as "supercompliance" coal. 

Use of t h i s coal i s required to meet the applicable clear a i r 

standards. 

Orange and Rockland has a long term coal contract (through 

2007) wit h Massey Coal Sales Company f o r the lesser of 90% of the 

t o t a l coal delivered to the Lovett Plant or 630,000 tons of coal 

per year. This coal i s sourced out of the Sidney Mine i n Eastern 

Kentucky and orig i n a t e s on the Norfolk Southern Railroad ("NS"), 

with Conrail d e l i v e r y . Attached as Exhibits 3 and 4 are maps 

showing the r a i l l i n e s to the Lovett Plant today, and as projected 

by the Applicants i n the Conrail merger proceeding. 

Orange and Rockland burns approximately 700,000 tons of coal 

a year at the Lovett Plant, a l l of which i s delivered by Conrail in 

10,000 ton u n i t t r a i n s . Currently 90%, or approximately 630,000 

tons, of t h i s coal i s originated cn NS, and Conrail o r i g i n a t e s 

approximately 70,000 tons a year. The plan submitted by the 

Applicants f o r d i v i d i n g up Conrail c a l l s f o r the Lovett Plant t o be 
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served by CSX, leaving Orange and Rcckland with a two-line NS/CSX 

haul on t h i s coal. 

Orange and Rockland has two major concerns i n t h i s proceeding. 

The f i r s t concern i s that service problems w i l l c e r t a i n l y worsen, 

jeopardizing the r e l i a b i l i t y of generation at the Lcvett Plant. 

The Company's second concern i s t h a t reduced competition w i l l 

constrain or foreclose Orange and Rockland's access t o the 

supercompliance coal required at the Lovett Plant. The r e s u l t 

could be less r e l i a b l e service, higher costs of generation, or 

both, w i t h adverse impacts on Orange and Rockland and i t s 

customers. 

I I . SERVICE PROBLEMS 

Because of the layout of the Lovett Plant, coal storage space 

i s very l i m i t e d . The coal s t o c k p i l e can hold a t o t a l of 70,000 

tons, and cannot be expanded. The Lovett Plant i s located at a 

bend i n the Hudson River, and i s bounded on the east and north by 

water. To the south i s a quarry, and to the west are h i l l s and the 

town of Tomkins Cove. See Exhibit 2. 

On a regular bar.is, Orange and Rockland can only store and use 

55,000 tons of coal i n the Lovett s t o c k p i l e . This amounts to only 

18 cays' burn f o r the Plant. (There i s an a d d i t i o n a l 15,000 tons 

forming the base of the s t o c k p i l e , but that i s high s u l f u r coal 

a v a i l c b l e f o r use cnly i n an extreme emergency, given the p o t e n t i a l 

f o r exceeding SO, emission l i m i t s i f that coal i s burned.) Because 

storage space at the Lovett Plant i s l i m i t e d t o an 18-day supply of 

coal. Orange and Rockland i s very dependent on consistent on-time 
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r a i l service. However, r e l i a b l e and timely service has not been 

cons i s t e n t l y available, i n Orange and Rockland's experience. 

Although the Lovett Plant has not run out of coal completely, i t 

has come close on a number of occasions. 

The most serious incident among many was i n February 1994. 

During t h a t incident. Orange and Rockland was forced t o burn some 

of the high s u l f u r ccal at the bottom of the s t o c k p i l e , c o - f i r i n g 

natural gas to keep the SO, emissions down while i t was waiting f o r 

the next t r a i n of coal to arr've. In July 1997, Orange and 

Rockland was down to an eight day supply of low s u l f u r coal and was 

having an extremely d i f f i c u l t time g e t t i n g consistent loadings from 

NS and d e l i v e r i e s from Conrail. Experience has shown tha t at least 

once each summer and once each winter there i s a serious d i s r u p t i o n 

i n service by one or both of the r a i l r o a d s . 

The problems encountered on NS include a shortage of bottom 

dump cars f o r loading at the mine and a shortage of locomotives 

and/or crews for transporting the t r a i n s . The problems on Conrail 

have included a shortage of locomotives and/or crews f o r both 

t r a n s p o r t i n g the t r a i n s to the Lovett Plant and then p i c k i n g up the 

empty cars. Orange and Rockland and i t s long term coal supplier, 

Massey Coal Sales, have frequently complained t o both r a i l r o a d s 

regarding service d i f f i c u l t i e s . 

Orange and Rockland's coal t r a f f i c from NS mines can move via 

one of two routings today. The shortest rout i n g i s NS from the 

mine to Hagerstown, Maryland, f o r interchange t o Conrail. From 

Hagerstown, Conrail hauls the coal across eastern Pennsylvania and 
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northern New Jersey t o the River Line, which runs between New York 

and Albany. The Lovett Plant i s about 2 5 miles north of New York 

C i t y . A l t e r n a t i v e l y , NS can haul the coal from the mine t o 

Buffalo, New York, f o r interchange with Conrail, which m.oves the 

coal across New York State t o Albany, and then south t o the Lovett 

Plant over the River Line. 

The Buffalo route i s approximately 250 miles more c i r c u i t o u s 

than the Hagerstown route, about 150 miles longer f o r NS and about 

100 miles longer f o r Conrail than the route through Hagerstown. 

Despite being s i g n i f i c a n t l y longer and presumably more costly i n 

terms of f u e l use, the Buffalo routing has been used by NS and 

Conrail f o r Orange and Rockland's shipments i n recent years. Due 

to congestion on the more d i r e c t Hagerstown route. Orange and 

Rockland has had t o route the t r a i n s through Buffalo, i n order to 

improve d e l i v e r y service. 

Service over the River Line to the Lovett Plant also presents 

i t s share of problems. According to discussions with Conrail, the 

sin g l e l i n e track along t h i s section of the r a i l r o a d can only move 

t r a f f i c i n one d i r e c t i o n at a time. For instance, t r a f f i c moves 

from the north to the south during the morning hours. Orange and 

Rockland has been informed that there i s only a l i m i t e d "window of 

time" during which i t s t r a i n s can move. Conrail advises that i f 

t h a t "window of time" i s missed. Orange and Rockland w i l l usually 

have t o wait u n t i l the f o l l o w i n g morning f o r the t r a i n t o depart 

the t e r m i n a l . 
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Under the merger proposal, the River Line w i l l be take.n over 

by CSX, which w i l l therefore be the sole r a i l r o a d d e l i v e r i n g coal 

t o the Lovett Plant, regardless of the r o u t i n g from '•.he mine t o the 

River Line. CSX w i l l also take over Conrail's l i n e from Buffalo t o 

Albany, but Conrail's l i n e from Hagerstown t o northern New Jersey 

w i l l go to NS. In a d d i t i o n , NS can reach the northern New Jersey 

interchanges with CSX by crossing New York State through 

Binghamton. See the map attached as Exh i b i t 4. 

Orange and Rockland i s concerned t h a t , as with the UP/SP 

merger, service w i l l d e teriorate a f t e r the takeover. The 

Applicants project t h a t the merger w i l l r e s u l t i n an increase i n 

t r a f f i c on a l l the r a i l l i n e s due to the movement of truck t r a f f i c 

o f f the highways and onto r a i l cars. Increased congestion may also 

r e s u l t from the new ro u t i n g opportunities t h a t w i l l become 

available t o suppliers and consumers who now ship by r a i l . 

The r a i l r o a d s have d i f f i c u l t y meeting d e l i v e r y schedules f o r 

t h e i r current t r a f f i c volumes. Unless there are service conditions 

or guarantees, an increase i n t r a f f i c w i l l severely a f f e c t Orange 

and Rockland's le v e l of service. The l i m i t e d coal s t o c k p i l e at the 

Lovett Plant and the t r a f f i c movement r e s t r i c t i o n s on the River 

Line cause Orange and Rockland great concern as t o the q u a l i t y of 

service that the Company w i l l receive once the merger i s approved. 

I I I . REDUCED COMPETITION 

A second area of concern f o r Orange and Rockland i s the f a c t 

t h a t there w i l l be less competition a f t e r the merger t o o r i g i n a t e 

the Company's coal than there i s today. While the Lovett Plant 



- 7 -

w i l l be captive t o CSX a f t e r the merger, as i t i s captive t o 

Conrail today, the scope of c a p t i v i t y w i l l change to Orange and 

Rockland's detriment. 

Conrail c u r r e n t l y originates about 70,000 tons a year f o r 

Orange and Rockland, or about seven trainloads a year, and c a r r i e s 

t h a t coal t o the Lovett Plant i n single l i n e service. However, 

Conrail understands t h a t i t has l i m i t e d access t o the very low 

s u l f u r Central Appalachian-type coal needed at the Lovett Plant. 

Accordingly, Orange and Rockland has had a free hand t o take 

advantage of competition among Central Appalachian supercompliance 

coal mines served by NS and CSX, and has also been able t o b e n e f i t 

from competition between NS and CSX to haul coal to the interchange 

points w i t h Conrail. 

In the f u t u r e , a f t e r the e x p i r a t i o n of current r a i l 

t r a n s p o r t a t i o n contracts between Orange and Rockland, NS and 

Conrail, CSX w i l l have a clear incentive t o t r y t o foreclose Orange 

and Rockland's access t o coal supplies from any mines th a t CSX does 

not serve. CSX may seek to maximize revenues by charging higher 

rates f o r single l i n e service from i t s mines, even though the cost 

of single l i n e service i s bound to be less than the cost of j o i n t 

l i n e service. No matter how high CSX's single l i n e rates may get, 

CSX w i l l a)ways be able to insure that the NS/CSX through rate i s 

higher. Even i f the NS rate t o the interchange point i s low, CSX 

can charge enough f o r i t s leg of the i n t e r l i n e movement to make the 

i n t e r l i n e movement noncompetitive. 
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This new market power f o r CSX can cause serious market 

d i s t o r t i o n s , p a r t i c u l a r l y f o r a u t i l i t y l i k e Orange and Rockland, 

which .• required t o burn unusually low s u l f u r coal at the Lovett 

Plant. As explained above. Orange and Rockland has a long term 

coal contract, t h a t does not expire u n t i l 2007, f o r coal from a 

mine served by NS. Conrail has not sought t o penalize Orange and 

Rockland f o r i t s use of t h i s coal because of Conrail's l i m i t e d 

a b i l i t y t o serve o r i g i n s producing coal with the necessary 

s p e c i f i c a t i o n s . Orange e.nd Rockland cannot be assured t h a t CSX 

w i l l be as t o l e r a n t of the Company's use of coal from non-CSX 

o r i g i n s . 

More fundamentally. Orange and Rockland needs the a b i l i t y t o 

make coal purchase decisions based on the cost and s u i t a b i l i t y of 

the available coal supplies. This enables the Company to benefit 

from the choices i n the marketplace, and allows the most e f f i c i e n t 

coal producers t o benefit from t h e i r e f f i c i e n t production 

c a p a b i l i t y . CSX should not be allowed t o use i t s market power t o 

steer Orange and Rockland away from e f f i c i e n t mines producing the 

best coal at the best price and toward less e f f i c i e n t mines 

producing less s u i t a b l e coal at higher prices, merely because i t 

has the a b i l i t y t o monopolize Orange and Rockland'!:i r a i l service. 

Such action would harm Orange and Rockland and i t s customers, NS 

and other r a i l r o a d s , the mines t h a t CSX does not serve, and the 

economy generally. 

Because of the Lovett Plant's specialized coal reguirements. 

Orange and Rockland w i l l be p a r t i c u l a r l y vulnerable t o t h i s problem 
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of l i m i t e d access t o coal sources, once the Company's current r a i l 

t r a n s p o r t a t i o n contracts expire. Massey Coal Sales i s the largest 

producer of supercompliance coal i n the East, but 80% of Massey's 

supplies of t h i s coal are served by NS. 

Orange and Rockland has checked on other suppliers of t h i s 

type of coal w i t h the c a p a b i l i t y t o load the u n i t t r a i n volumes 

needed at the Lovett Plant. Certain producers of supercompliance 

coal operate mines that are served only by NS. Excessive r a i l 

rates via CSX could make coal from these mines noncompetitive, even 

i f these producers, and Massey's NS-served Sidney mine, would 

otherwise be the Company's preferred producers. 

Orange and Rockland's concerns about p o t e n t i a l predatory 

p r i c i n g by CSX are two-fold. F i r s t , Orange and Rockland has an 

o b l i g a t i o n to i t s ratepayers to provide economical and r e l i a b l e 

power. Market d i s t o r t i o n s r e s u l t i n g from inadequate r a i l 

competition could have a d i r e c t impact on the Company's a b i l i t y t o 

provide the best price possible to i t s ratepayers. In t h i s regard, 

the Company also shares the concerns of other shippers that the 

a c q u i s i t i o n premium paid by NS and CSX for Conrail w i l l end up 

being recovered from captive shippers i n the f u t u r e . This should 

be prevented. 

Second, Orange and Rockland has already introduced e l e c t r i c 

competition t o i t s system for a l l classes of customers through i t s 

PowerPick"^ program. Competition w i l l i n t e n s i f y i n the near 

f u t u r e , both as a r e s u l t of the expansion of PowerPick^^, and 

through implementation of f u l l r e t a i l competition, f o r energy and 
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capacity, as part of Orange and Rockland's e l e c t r i c 

r a t e / r e s t r u c t u r i n g plan i n New York's Competitive Opportunities 

Proceeding (New York Public Service Commission Case No. 96-E-0900). 

These changes i n the e l e c t r i c industry already place the Company i n 

d i r e c t competition with other marketers, including u t i l i t i e s , i n 

i t s r o l e as a s e l l e r of e l e c t r i c power. Any economic disadvantage 

t o Orange and Rockland r e s u l t i n g from a s t i f l e d r a i l market w i l l 

have an impact on the Company's a b i l i t y to market the e l e c t r i c 

power produced at the Lcvett Plant, i n i t s own service t e r r i t o r y 

and elsewhere. 

Cost aside, the service problems discussed above could have 

severely adverse impacts on Orange and Rockland and i t s customers. 

Because of the layout of the Lovett Plant, there i s no way f o r the 

current coal s t o c k p i l e to be increased. Poor service could lead t o 

outages at the Lovett Plant, f o r c i n g Orange and Rockland to r e l y on 

higher cost purchased power i n the short term, and threatening the 

Company's r e l a t i o n s h i p s with i t s customers over the longer term. 

U t i l i t i e s l i k e Orange and Rockland work hard, and spend large 

sums of money, to be r e l i a b l e providers f o r i n d u s t r i a l , commercial 

and r e s i d e n t i a l customers. When Orange and Rockland discusses 

concerns l i k e these with r a i l r o a d s , t h e i r p o s i t i o n i s always that 

they value our business, and would have no incentive t o undermine 

our a b i l i t y t o compete e f f e c t i v e l y , e i t h e r by providing Orange and 

Rockland w i t h poor service, or by charging excessive r a i l rates or 

fo r e c l o s i n g our access t o coal. This i s usually described as 

"partnering." 
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I have two problems with these statements. I n the f i r s t 

place, CSX w i l l be serving many u t i l i t i e s , not j u s t Orange and 

Rockland. I f CSX can make more money hauling coal t o one of Orange 

and Rockland's competitors than they can hauling coal t o the Lovett 

Plant, what i s t o prevent CSX from g i v i n g a higher p r i o r i t y t o i t s 

partnership with another u t i l i t y than to i t s partnership with 

Orange and Rockland? In the second place, even i f CSX has an 

i n t e r e s t i n Orange and Rockland's s u r v i v a l , the r a i l r o a d may 

ne>/ertheless seek to maximize revenues from Orange and Rockland, t o 

the detriment of the Company and i t s customers. 

F i n a l l y , Orange and Rockland has had service problems i n the 

past. Those problems are c e r t a i n t o be exacerbated by CSX's 

attempt t o absorb half of Conrail. A UP-type breakdown could 

overwhelm CSX management, crews, and eguipment resources. Orange 

and Rockland's problems could e a s i l y be subordinated t o the 

concerns of larger customers or markets. 

IV. REOUESTED CONDITIONS 

There are several possible solutions to these problems. At a 

minimum, the Board should not approve the Conrail breakup without 

r e t a i n i n g j u r i s d i c t i o n to deal with any problems t h a t m.ay ari s e . 

However, such a condition, though necessary, i s not s u f f i c i e n t . 

The Board retained j u r i s d i c t i o n to monitor the UP/SP merger, but 

catastrophic service problems have nevertheless occurred. 

A more e f f e c t i v e condition would tae fc NS t o be able t o 

provide service to the Lovett Plant. This could be done through 

trackage r i g h t s over CSX from northern New Jersey (probably Oak 
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Island Yard) t o the Pl^xnt, a distance of about 50 miles. I f Orange 

and Rockland were able t o route coal shipments from Central 

Appalachia t o the Lovett Plant i n single l i n e service over CSX or 

NS, the problems c i t e d above would be mitigated. 

In the event of service problems due t o congestion (or any 

other cause) on one r a i l r o a d . Orange and Rockland could ship via 

the other r a i l r o a d . At nhe Central Appalachian o r i g i n s . Orange and 

Rockland could negotiate with coal suppliers for the best coal at 

the best prices, free of r e s t r i c t i o n s r e s u l t i n g from d e s t i n a t i o n 

c a p t i v i t y t o CSX. Moreover, CSX could not abuse i t s market power 

t o charge excessive rates t o Orange and Rockland, provide 

inadequate service, or discriminate against Orange and Rockland. 

In the a l t e r n a t i v e , the Board could condition i t s approval of 

the merger on the establishment by CSX of reasonable rates to the 

Lovett Plant from i t s interchange p o i n t ( s ) with NS. Orange and 

Rockland could then negotiate a long term contract w i t h CSX f o r 

interchange service at mutually acceptable rates, p e r m i t t i n g 

service i n NS/CSX i n t e r l i n e service t h a t w i l l produce competitive 

delivered costs for coal at the Lovett Plant. Orange and 

Rockland's a b i l i t y to serve i t s customers, and t o compete wit h 

other generating companies, must not be compromised by the Conrail 

merger. 
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STB Finance Docket No. 33388 

( S.X (ORPORATION AND ( SX i RANSPOR I A I ION, INC , 
NORFOLK SOLTHFRN (ORPORATION AND 
NORIOLK SOUTHF.RN RAILWAY COMPANY 

-- CONTROI AND OPF:RATIN(i LFASFS .\(iRFFMf NTS 
( O M RAII . IN( AND ( ONSOLIDATFD RAIL (ORPORATION 

STATKMKM OF NAUONAL (JRAIN AND FFFD ASSOC IATION 
IN SLPPORT OF APPLK A riON 

I he National (irain and Feed .Association (NGFA®) supports the application of 

CSX Corporation and CSX I ransportation, Inc (CS.X). and Norfolk Southern 

Corporation and Norfolk Southern Railway Company (NS), to acquire control of Conrail. 

Inc and Consolidated Rail Corporation The NGFA s support is based upon the 

responses of CSX (l-Ahibit B) and NS (Exhibil C) to questions (lixhibit A) posed I J the 

carriers bv the N(iF.A 

Fhe National (irain and Feed Association (N(5F.A®) is comprised of 1.000 grain, 

feed and processing companies that operate 5.000 facilities that store, handle. 



merchandise, mill, process and export more than two-thirds of all V S grains and oilseeds 

About ''O percent of NGF.A men-,ber firms are small bu.sines:.es countn. elevators and 

feed mills Also, atViliated with the NGFA are 37 state and regional giain and feed 

associatii)ns, vvhich repiese.it about 10,000 agribusiness firms nationwide 

The NGF.A's support ofthe carriers" application is premised on the belief that the 

acquisition of Conr'iil by both CSX and NS has the potential to improve market access 

and .service through single-line, single-carrier serv ice for rail users Additionally, the 

NCiFA s support is based on the belief that both rail users and the carriers can potentially 

benetit from post-acquisition ctTiciencies realized by the carriers where etTective 

competitio'i is maintained 

While the NCiFA is supportive ofthe application filed by CSX and NS, the NGFA 

also recognizes that some NGFA members directiv aflected by the carriers' application 

mav have ditVerent views based on actual or perceived impacts on particular ongins, 

destinations or markets Specificailv, the N(iFA notes that several member firms have 

expressed concerns over switching mles and rates at locations now served by Conrail We 

urge the acquiring carriers to pav particular attention to such concerns when integrating 

the Conrail lines into their respectiv e operations should approval of their application be 

gianied bv the S I B 

Finallv, the N(iF,A believes it is extremeiv important that thc Norfolk Southern 

Corn and CSX Transportation Co have speci'ic, relevant and meaningful performance 



measurements that can be used to monitor the implementatior. of ihcir acquisition of 

Conraii We do not believe it is appropnate for the SIB to micromanage the process 

whereby both carriers implement the acquisition But the NGFA believes the STB should 

exeicise its oversight authonty to monitor post-acquisition pertbrmance by both earners 

so that rail users receive quality service and efTective competition occurs Indeed, the 

problems being expenenced bv rail users in the wake ofthe Lnion Pacific/Southern Pacific 

merger reinforce the need tbr the carriers, their shipper/receiver customers and the STB to 

follow through and pertbrin in accordance with .statements and assurances piovided during 

the merger application process 

To accomplish this essential objective in the most effective manner possible, the 

NGFA urges the STB to appoint a Conrail .Acquisition Advisory Council charged with the 

responsibility of developing standards and performance measurements, as well as specific 

reporting measures, lhat vvill provide an accurate portrayal ofthe implementation by the 

CSX and Norfolk Soulhern of their Conrail acquisilion plans The advisory' council should 

consist ofa broad repiesenlation ofrail users that ship or receive freighi on the CSX, 

Noifolk Soulhern or both, as well as senior executives ofthe two railroads Furthei, the 

advisorv council should endeavor to develop, within the private sector, mechanisms to 

prev ent or identify and etTectiv elv address obstacles to the most etTective and etTicient 

imple.nentation ofthe acquisition lurther, the N(jF.A believes that a precondition tbr the 

establishment of such an adv isory council Is that it be subject to federal laws that require 

Its meetings to he publicly announced and open, and that its reports and findings submitted 

to the STB be broadiv and publicly disseminated 



Allernalively, if the STB finds it is unfeasible lo fbrm such an adv isor̂ ' council, the 

NGF A recommends that the STB accoinplish the same oversight process by expressly 

committing to provide an open public fomm in wnich representatives ofthe (\SX and 

Norfolk Southern, ano difTerent industries served by the two carriers, would provide 

regularly scheduled updates on posl-acquisitlon pertbnnance 

Daled October 21, l')'»7 

Respecl fu Ily subm 111 ed, 
NATIONAL GRAIN AND FLED ASSOCIATION 

By: DavidC. Harrell. ,jr. 
Counsel fbr Public .AfTairs/Secrelary-Treasurer 
Nalional (iram and Feed Association 
1201 New York Ave , N W' , Suile 830 
Washington. DC 2000S 
Phone 202-28')-0873 
FAX 202-28')-5388 
E-Mail dbarrell@ngfa org 
('ounsel for National (Iram and I-eeJ .•Association 

C FRTIFIC ATF OF SKRMCE 

This Is to certify lhat I , Dav id C Barrett. .Ir. have or\ October 21, h)')7 caused to 
be seiAed a tme and correct copy ofthe tbregoing NGF.A-2, Statement of National Grain 
and Feed .Association in Support of Application, on all parties lhat have appeared In 
Finance Docket No 33388, I-y first class mail, postage prepaid, or bv more expeditious 
means, as listed on the Service list in this proceeding 

David C Barrett, Jr 



Exhib i t "A" 

Questions on Proposed Acquisition of Conrail 

Submitted To 
Norfolk Southern Corporation and CSX Corporation 

October 3, 1997 

The National Grain and Feed Association seeks and appreciates the 
responses of the Norfolk Southem Corporation and CSX Corporation to the 
following questions. Please fax the responses lo: (202)289-5388. Thank you! 

1. Switching: For traffic involving movement of agricultural commodities 
(including grain and grain products) on lines cunentiy operated by Conrail, 
will your railroad provide a commitment to maintc ' reciprocal switching in 
markets currently being switched if the Surface Transportation Board 
approves the acquisition? 

2. Competitive Joint Line Rates: How does your railroad plan to address the 
issue of competitive joint line rates'' [e.g.. origin shippers now have single-
line Conrail service and rates. After the acquisition, the origin shipper 
may he served by either the Norfolk Southern or CSX, bul the destination 
will he on the line ofthe olher earner/ 

3. Locomotive Power and Equipment: What plans do the Norfolk Southem 
and CSX have to provide s ̂ equate power, cars and crews for transporting 
agnculturai commoQities (including grain and grain products)? 

4. Capital Improvements: Both die Norfolk Southem and CSX have stated 
publicly lhat they intend to fmance the acquisition of Conrail from revenues 
generated through expanded traffic and savings generated by improved 
efficiencies, rather than by increasing rates on movements of agricultural 
commodities (including grain and grain products). Please confirm that your 
railroad does not plan to finance acquiaition-related capital costs or 
improvements through significant increases in rates on agricultural 
commodities. 
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S. Service and Rates 

a. Equipment Allocation: 

(1) What plans does your railroad have for allocating adequate 
power, cars and crews to gram and grain products traffic to 
maintain service at current or improved levels througliout 
your carrier s current and proposed rail system? 

(2) What will your railroad's policy be conceming the use of 
railroad vs. pnvate (shipper-owned or leased) cars on your 
system? 

b. Local Service: What plans does your railroad have to ensure that 
rail shippers and receivers with facilities located on high-speed lines 
still receive sufficient power, cars and crews to maintain or 
unprove local service'' 

C. Intermodal and Diverted Truck Traffic: 

(1) How will increased intermodal traffic, as well as traffic 
diverted from trucks, affect eqiupment availability and service 
for grain and grain products'' 

(2) Can your railroad provide assiû ances that its service 
commitment contracts for piggyback stack train service will 
not adversely affect its common carrier obligation to provide 
service for movement of agnculturai commodities (including 
grain and grain products)? 

d. Abandonments: Given the public statements from Norfolk Soutiiem 
and CSX that they intend to pay for the acquisition of Conrail 
through increased business volume and improvements in efticiency, 
can your railroad provide assurances lhat it will not use the rail line 
abandonment process and liquidation of assets as a means of 
financing or reducing the cost of the acquisition'' 
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f. Integration of Conrail System: What specific assurances can your 
railroad provide that the integration of the Conrail system will be 
done in a way to avoid disruptions in ser\'ice that have occurred m 
the aftermath of the Union Pacific/Southern Pacific merger? 

Shortlines: What will your railroad's policies be conceming service, 
gateways, equipment and through rates for shortline carriers? 
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TRANSPORTATION October 10, 1997 
,.Ohr £ Ancsr-or 

Mr John Rratten 
Chairman, Raii Shipper/Tleceiver Committee 
Natic.ial Grain & Feed .Association 
201 New York .\venue, N.W , Suite 330 
Washmgton DC 2C00> 

Dear Jolin 

We appreciate this opportumty to respond to your comminee's questions They were 
thoughtful and seemed to cover all ofthe issues we have heard from our individual ag shippers 

We understand that your intent is to transcribe the CSX resnon.ses and similar Noifolk 
Southern responses for publication in vour fax newsler.er to your members in advance ofthe 
October 21 filing date .\s you and yout members have seen irom our filing, CSX believes tha: 
this transaction is a pro-competitive railroad transaction We are confident lhat once approved, 
the acquisition of 42% of Conrail by CSX will impiovc service to our customers and expand rail-
fteight service for shippers in the East 

Specifically, let me try to ansv̂ er each of the issues that were outlined in your October 3 letier 

1 Switching: 

CSX has no plans to change reciprocal-switch arrangv-ments. Essentially we will 
continue to honor the Conrail switching contracts as they apply those Comail Imes 
we acquire. l urthemiore, in our tiling before the Surface ..sportation Board, CSX 
and Norfolk Souihcm pledged to honor all existing transpc .ation contracts 

2. Competitive Joint-Line Kates. 

Thc plan to divide Comail, which is essential if rwo balanced and competitive rail 
caniers are lo be created in the IZast. yields substantial increases in single-line setAnce 
routings But inevitably some ttaJTic now f.owing in single-line service on Conxail will 
end up moving over two carriers 

The operating plans of both carriers assume that traffic now routed single line on CR, 
but which will be joint line in the fjture, will be rerouted using joint-line service over 
an efficient interchange point Wheie the tratfic is under contract on the split date, 
those terms and conditions will continue to be honored for the duration ofthe 
contract Because each situation is unique, the needs of each customer impacted by 
lhe loss of smgle-line service will be examined in order to minirruze adverse effects 



October 10, 1997 
John Brattcn 

3 T n^ft.nntive Power Fguipment 

Locomotives. .Agricultural commodities are an imponant business segment for CSX 
^ w^Sftontinue to provide resources to suppon the growth we seeK m tht. 
^^ket S t ^ o n of mterehange points, more-direa routmgs. improved repair-and-

orograms. and better servic.ng practices wiU aUcw us to take on ou 
of ConraU's workload with the CSX fleet (2,773 locomotives; plus our 42/o of 

Conrail's fleet (820 locomotives) 
j ^ l By bener using and distnbutmg freight cars - our cars, shJpper/private cars 
S e t L s and fore.^nle cars CSX wUi be able to handle expected workload .vnth 
fewer cars, or will hâ e equipment available to handle growih. Velocity Lmprovernents 
- annbutable to improved routings, reduced interchanges, and closer reload pomts -
will save the equivalent of 1400 foreign-line cars, 1400 CSX cars, and 750 
shipper/private cars. We expect to save another 2800 cars through improved 
kfi^butLn practices. However, we plan to keep all ofthe combined fleet available 
initially until we prove that we are getting these estimated efficiencies. 
Crews- Traffic forecasts drove our operatmg-p assumptions. Train starts, a 
^n^^nent ofthe operating plan, detemune our crewing needs. We will be refining 
our train and crew plans over the next three months. A.s we identify tram- and engine-
staff requirements that cannot be met by the crews that we acquire trom Conrail then 
we will hire and train after January 1, 1998, to insure that we are ready for split day. 
Our cunent plans are to have available crews in^ess of those required by the 
operating plan at startup to ensure a smooth transition and suppor. growih. 

4. Capital Improvementj: 

CSXT believes that rail freight rates are established in the marketplace. Our prices 
todav refiect the reality of competilion from other railroads, trucks and barges Gomg 
forward, combining our share of Conrail with CSX will save S26-1 million per year by 
Year 3 largely ihrough elimination of overhead costs We also expect to secure 
dowrth rev enues totaling $414 million by Year 3 The cost savings combmed with the 
net contnbution from the growih traffic will provide cash to pay down debt Our 
debt-to-equity ratio will go from 63% m the base year to 51" o in Year 3 1 his 
compares favor ablv with CSX's normal-year debt ratio of 46% This paydowm does 
not contemplate pnce increases, nor will our growih plans allow us to arbitran^y raise 
prices on grain or any other commodity. 



. October lO, 1997 
John B ratten 

5 ^orvice and rates; 

a. gguipmenjjJlpcation 

(1) ^er the acqui.sition, CSX wil! allocate cars and locomotives as it does 
' now -based on customer demand and logistical considerations In times of 

shortages and when supplemental capacity is not available, assets will be 
allocated as we do today Where demand consistently exceeds supply, our 
marketers wiil seek thc neeessarv capital to acquire additional capacity 

(2) CSX has an open OT-5 policy for grain cars, and we will continue that 
policy 

b. Local Service .Agriculujral commodities have been an anraaive growth markei 
for CSX and we expect to cominue growing with the addition of Conrail shippers 
and receivers, some of whom may have facilities on high-speed mainlines Our 
operating plan will ensure that we provide ;he local service necessary to serve 
these important facilities Dunng the last two years CSX put in pace a process to 
improve service on our local-train-service network Local trains are schedulê , 
work is preciselv planned, and resources - locomotives and crews - -> e allocated 
to support local pickup and delivery We will spread this best practice to the 
Conrail lines that we are acquiring. 

C Intennodal and Diverted J^ruckXcaffi^ 

1 Intermodal-uaffic mcrcases wiU n_ot negatively impact equipment availability and 
service for agricultural customers. We are investing the necessar>' capital to 
upgrade key corridors to handle add-tlonal business, and the added capacity v^ill 
accommodate both ^G and intermodal traffic 

2. Our commitment to intennodal will not affect CSX's ability to handle agriculniral 
commodities .\s noted earlier, AG is a market lhat we've enthusiastically grown. 
Onr plans for fijture growth ensure that the agricuhural busmess gets its share of 
critical resources. 

d .Abandonments: Conrail's rights and assets are being divided between CSX and 
NS with thc intent of expanding and enhancing competition There is veiy little 
redundancy between thc existing CSX .system and the Conrail lines that CSX will 
operate CSX anticipates abandoning only one 29-mile line segment in Illinois 
the Danville Secondarv- between Danvilic and Paris There are no customers 
between Danville and Paris Customers on cither end of the line will be serv ed 
fiom our Chicaico-Evansvillc and cur Hillsdale-Decatur lines 



A October 10. 1997 
John Bratten 

e IntegratLorLQf Conpil^-st^- CSXT President Pete Carpenter has appomted 
NCchael Ward, Executive Vice President-Finance & Chief Financial OtScer to 
manage the detailed process of integranng Conrai! into the CSX svstem Mr 
Ward has assembled a team of 80 managers organised into eight separate task 
forces within the railroad and has charted out week-by-week and monih-Dy-month 
activities necessary to plan for and accomplish the integration of Conrail into the 
new CSX For example, kev managers have been designated to work :n the 
foUowmg ai-.-̂ as Frank Pursley has been appointed the Safety Iniegrauon Officer; 
Paul Reistrup fonner President of .\mtrak, has been hired by CSX to manage 
integration of passenger services into CSX; and two fonner Conrail executives 
with broad Conrail exnenence, Geny Gates and Les Passa, have been hired to 
work on the operational integration and commercial integration of Conrail into the 
new CSX 

Our detailed study ofthe integration problems in the West has allowea us to 
develop specific plans to address the causes of those problems. We are also usmg 
Shipper input to many areas ofour plan to ensure ihat we take advantage of 
lessons leamed in the West. 

6 Shortlines Shortlines are an integral part of the CSX system and originate significant 
amounts of grain for us Shortline agreements in effect with Conrail wil! be honored 
by CSX afrer the acquisitii n unless otherwise agreed to by the involved parties 
Since the tenns and conditions ofConrail's commercial anangements are currently 
off limits to CSX - tp-ause Conrail continues as an independent entity - we do not 
know the details co. > - td in short-line agreements and are ror able to comment 
on specific terms. 

John, we are glad that your committee has gone to the great effort necessary to prepare 
and agree on these quesuons We need customer input to make sure we bring CSX and our 
pan of Conrail together in a way that is smooth and beneficial for your members. Please don't 
hesitate to call if we can give you fiirther information 
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N O R F O L K 
S O U T H E R N 

Norfolk Southern Corporation 
Three Commercial Place 
Nortolk. Virginia 235' 
757 629 2830 

L. I. Prillaman 
Executive Vice Piesident-Marketing 

October 10, 1997 

VIA FAX 219/425-5337 

Mr John L Bratten 

Chairman, Rail Shipper/Receiver Committee 
National Grain and Feed Association 
201 New York Avenue, N W , Suite 830 
Washington, DC 20005 

Dear John 

I have been asked by David Goode to responc' to your letter of October 3 
regarding information that the National Grain and Feed Association is seeking on Norfolk 
Southern's position on the Conrail transaction As you know, Norfolk Southern and 
numerous customers, states, and other interested parties see the Conrail transaction as 
one of the most pro-competitive transactions in railroad history and we are eager to have 
NGFA s support before the Surface Transportation Board We appreciate the 
opportunity to respond to your members' questions at this time. Additionally we pledge 
to work closely with NFGA members in the future to expand upon these answers and to 
address more complelelv those issues that can be better defined when we have access 
to specific Conrail agreements and data that are not available to us until STB approves 
our application 

1 Switching: Norfolk Southern and CSX have both committed to honoring all 
existing Conrail contracts, including current reciprocal switching agreements, if 
the transaction is approved by the Surface Transportation Board After closing 
our transaction, when we have the benefit of operating expenence and access to 
Conrail rate agreements, we will assess the feasibility of establishing a uniform 
level of reciprocal switch charges across the new Norfolk Southern, 

2 Competitive Joint Line Rates: Norfolk Southern w,, .'ork aggressively on rates 
and service aspects to develop business on an interline basis All current single-
line Conrail rates that will become joint line will be honored until their expiration, 
and Norfolk Southern commits to negotiate in good faith when the timo is 
appropnate to renegotiate such rates 

3 Locomotive Power and Equipment: These are issues central to our ongoing 
transition planning efforts Our Locomotive and Freight Car teams are working 
with CSX to devise an equitable, post-control allocation of Conrail s equipment. 
The allocation process starts with an initial 58%-42% split followed by negotiating 
within and between equipment classes to meet commodity group and service 
needs for each road Norfolk Southern has 2,153 loconnoiives with 240 to be 
received between 1997 and 1998 With the add.tirr, of the Conrail locomotives 
that Norfolk Southern will acquire NS will have approximately 3,400 locomotives 

K Soii the' 



Mr John Bratten 
Page 2 
October 10, 1997 

after the transaction Norfolk Southern has had a demonstrated commitment to 
grain and grain oroducts dating back to the "Big John" case, and we are excited 
to extend that commitment over the 21,400 miles of our new system after the 
transaction is approved 

4 Capital Improvements: Norfolk Southenn will finance Its 58% of Conrail through 
expanded traffic volumes leading to higher revenues and savings denved from 
operational synergies Our application to the Surface Transportation Board does 
not include a line item for rate increases, but it does show revenue decreases of 
$162 million per year to traffic diversions and rate compression Even with this 
decrease in projected revenues due to competitive effects, Norfolk Southern 
expects an incremental revenue gain of $423 million per yoar We also expect to 
make an incremental capital investment in our new system of $471 million over 
three years to fully realize the geographic efficiencies of an extended system 
Finally, we expect to realize expense synergies of $432 million per year due to 
consolidation effects Based on these figures, Norfolk Southern plans to reduce 
its debt to total capitalization ratio to 47% oy the end of 2000, which will enable 
our company to continue its strong commitment to Investment for grov^h and 
customer service. 

5. Service and Rates: 

a Equipment Allocation: 

1) Norfolk Southern is focusing heavily on allocating power, cars and crews 
across our new system to maintain or improve existing sen/ice levels 
Norfolk Southern is working to model all local and road train schedules 
across the entire post-transaction system to determine and plan for the 
attendant crew, power and equipment needs With the addition of Conrail 
personnel, Norfoik Southern will have approximately 33,800 employees to 
run our new system 

2) Norfolk Southern will maintain our current policy of providing equipment to 
shippers whenever it makes sense financially for both NS and the 
shipper We will honor existing Conrail contracts where discounts are 
given for using pnvate equipment, and we will review other situations on 
an individual basis Overall, we intend to maintain our current policy of 
not requinng OT-5 authority for pnvate gram cars on Norfolk Southern 
While NS operates over 13.600 covered hopper cars, 6,000 to 6,500 are 
utilizf d in grain and grain products service With a 58-42 split of Conrail's 
fleet of 3,000 hopper cars, the Norfolk Southem will have a total fleet of 
approximately 15,340 covered hoppers NS currently also has a five year 
program to purchase additional super jumbo v r̂ain cars These cars, due 
to their large cubic capacity and higher load limits, give a 14% 
improvement in payload. 
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b. Local Service: Our operating plan addresses all of the more than 21,000 
miles of road on the new Norfolk Southern system This plan analyzes 
service issues and crew, power and equipment availability issues This 
includes not only the through-train service on our high-speed mainline routes, 
but also the local service to industnes that is needed to build volume and fill 
our mainline routes 

c Intermodal and Diverted Truck Traffic: 

1) Norfolk Southern has targeted our planning efforts to meet the increases 
in traffic we expect to result from the synergies of our new system Our 
financials, as filed with the Surface Transportation Board, include $98 
million in incremental capital investment over three years for equipment 
purposes so that we can handle projected increases. 

2) Norfolk Southern regards the transportation of agricultural products as a 
growth market, and we will continue our efforts to grow in this market after 
the Conrail transaction 

d Abandonments: In our application before the Surface Transportation Board. 
Norfolk Southern proposed four abandonments due to the transaction totaling 
only 50 7 miles These segments are Dillon - Michigan City, IN, South Bend 
- Dillon, IN, Toledo - Maumee, OH. and Toledo - Maumee River Bndge, OH. 
Outside of these four instances, Norfolk Southern will maintain its normal 
business practice of reviewing line segment profitability on a regular basis 

e Integration of Conrail System: Norfolk Southern continues to monitor the 
progress of the Union Pacific/Southern Pacific merger to learn from their 
expenences Much of our ongoing analysis is being directed to planning how 
to integrate the portion of Conrail that Norfolk Southern will operate into our 
current system There are currently twelve corporate-wide planning teams 
addressing broad transition/implementation issues and over fifty departmental 
teams focusing on specific planning issues Where appropriate, these teams 
involve Conrail personnel and we will be reviewing the progress of these 
efforts with our customers in 'he days and weeks ahead Nancy Fleischman, 
formerly Assistant Vice President Strategic Planning, has been appointed 
Vice President lo coordinate these efforts A former General Manager, Tony 
Ingram, and two former Superintendents Dave Brown and Gene Green, have 
been assigned to developing our operations planning They work closely with 
their Conrail counterparts on a daily basis to gain an understanding of those 
lines that will come to Norfolk Southern In addition, Norfolk Southeni fias 
retained the services of several consultants with a considerable amount of 
expenence in the rail industry, including former Conrail personnel such as 
Gordon Kuhn, Victor Hand, Jim Blaze, Mike McClellan and Larry Dt^oung. 



Mr John Bratten 
Page 4 
October 10, 1997 

6 Shortlines: Current Conrail and Norfolk Southem shortlines will continue to play 
an integral part of our plans for growth and enhanced customer service. Norfolk 
Southern plans to integrate Conrail's current shortline connections into Norfolk 
Southern's new system under our established program Our plan is to work with 
Conrail s shortlines in the same cooperative manner that is currently practiced 
with Norfolk Southern shortline partners. In this regard, Norfolk Southern has 
communicated our "Shortline Pnncipies" to current and future feeder-line 
connections, and we have established an active, on-going line of communication 
with our rail partners Conrail shortlines that will connect with the new Norfolk 
Southern will play an integral ro.e in helping us serve customers and develop 
new markets We plan to work aggressively with each one to customize 
transportation for the involved customers, be it grain, grain mill products or other 
commodities. 

John, we truly believe the Norfolk Southern and CSX acquisition of Conrail is one 
of the most pro-competitive rail mergers in history based on the facts We are looking 
forward to working with you and your members even closer in the future, and we hope to 
have the support of the National Grain and Feed Association before the Surface 
Transportation Board Thank you for this opportunity to respond to these issues 

Sincerely, 

4 k m 
L. I Prillaman, Jr. 
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lonorablc Venioii .\. Williams 
Secrclar> 
Surface Transportation Board 
Suite 700 
1̂ )25 K StrccL N.W. 
Washinmon. D.C. 20423-0001 

October 21. mi 

Ro: STB Finance Docket No. 33388. CSX Corporation and CSX I ransportation. 
Inc.. Norfolk Scnithem Corporalion :ind Ntirfolk Southern Ivail\va\ Conipany-
-Coiitrol .iid Operating I.cascs .\grccniciUs-C\inrail Inc. and Consolidated 
Rail Corporation 

Dear Sccrctarx Williams: 

I ncldscd arc llio oriuinal and 2.̂  copies ol .AIM I iniilcd s Response and Request 
ibr Coiulilii>iis. .AIM -4. along with I'lic .AIM..4 on a 3.5-inch IBM-conipatihlc tlopp) 
diskette in WordPerfect . - ^ . l . .AIM 1 imited (".AIM.") asks lhat CSX Iransportation. Inc. 
and Norfolk Southern Railuax Conipan\ bc required scparaicl\ lo negotiate with .\1M thc 
partition ' f .AIM "s rail transpiirtalion contract with Consolidated Rail Corporation instead 
of pennitting thc partition to pnvccd pursiuuit to Section 2.2(c) o[' thc Transaction 
.Agrecmenl. I hc enclosure consists of Volume 1. a puhlic doeumenl. and Volume 2. 
which contains confiJcntial material and is heinsi filed under seal. 

.Also enclosed with this transmittal letter are '.he oriuinal and 25 copies ofa Icttci 
of support for AIM. from N^'K I me (North .America) Inc ("N^'K""). which was recei\ ed 
too late to he included as part of I xhibit 1). in \ olume I . IMease consider the N'^'K letier 
as p;Mt of I xhibit I). 

I*( >n tt .VNU ( > t « * ;i tN 



B . V L L J.X.NIK LLP 

lionorahlc Vemon A. Williams 
October 21. 1997 
Page 2 

API. reserves the rirht to supplement the record with material that applicants 
supply to APL aller October 16. 19̂ )7, the date that applicants" responses were due to 
A PL's discovery requests. 

Please time and date stamp the extra cop> of this letter and the accompanying 
Response and Request for Conditions. Ihank you for your assistance. If \()ii ha\e any 
questions, please call me. 

(^^..^ 1 )ois I ' . Gi lonier 
Altome\ for .API I imited 

nciosures 
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BV HAND 

Honorable Vernon .\. Williams 
Secreiarx 
Surface I raiisporlaii-in Board 
Suite 700 
1925 K Street. N.W. 
Washinuton. D.C. 20423-000! 

OCT 2 1 -

Re: S I B I inance Dockei No. 33388. CSX C\)rporalion and CSX I ransportation, 
Inc.. Norfolk Southern Corporalion and Norfolk Soulhern RaiKva> C\)mpany-
-Coiitrol and Operating I eases Agreenienls-Conrail Inc. and Consolidated 
Rail Corporation 

Dear Secivtarx W illiams: 

1 ficK-.ed are the i^riginal and 25 copies ol ,AIM I imited's Response anvl Recpiest 
for Coiulilions. AIM -4. along wan file AIM .4 on a 3.5-iiieh IBM-CvUiipalihle lh)pp\ 
diskette in WordPerfect 5.1. AIM I imiied {"AIM ") asks lhat CSX I ransportalion. Inc. 
and Norfolk Southern Railwa\ Companx he lecjuired separatelx to negi)tiate with .AIM the 
partition of AIM 's rail transportation contract with Consolidated Rail Corponilu>ii inslead 
of permilting the p irtition to proceed pursnant to Section 2.2(c) of the lransaction 
Agreement. Ihe enclosure consists of Vi>lume I . a puhlic document, and X'olume 2. 
which contains conHdential maieriai and is heiiiu liled under seal. 

Also eiicktsod with this Iransmiital letter are the original and 25 copies o\' i\ letter 
of support for .AIM. Ii\>m N^'K I ine (North .America) Inc. ("N^•K'•). which was received 
loo lale lo he included as part of I .xhibil D. in Volume I . IMease consider lhe NYK letier 
as part ol I xhibil I). 

I V H I I I . V N I . . () |<I(MVN VVvsillM,li«\, I ) ( S \ l I M. ( >(U t.oN 



B A L L J A N I K 1 1 1 ' 

Honorable Vernon A. Willianis 
October 21. 1997 
Page 2 

AIM. reserves the tight to supplement ihe record with material lhat applicanis 
supply to AIM. after October 16, 1997, the dale that applicants" responses nere due to 
APl/s discovery requests. 

IMease time and date stamp the extra copy of this letter and thc accompanying 
Response and Rec|uesl for Conditions. I hank vou for vour assislance. If you have anv 
queslions. please call me. 

SincenHvA )̂<i 

l ^ ^ ^ Lewis I-.. C.lomer 
Altornev for AIM. I.imiied 

Lnclosiires 



NYK UNE (NORTH AMERICA) INC. 
30(1 Liuliting \Va> 

Secaucus. New .lersev 07094-1588 

MIC HAFL K. STKK KI A.M) 
SH.MOR VK K PRFSIOKM 
General Manajjer 
Operatid i.s Division 

Surface Transportation Board 
Washington, D.C. 

TEL: (201) 
F.AX; COI) 

330-3080 
330-9T51 

nc 

Subject: F.D. 33399, CSX Corporation et al.. Control - Conrail 

Dear Board Members: 

NYK Line participates globally with its partners, Neptune Orient Line. Hapag Lloyd and P & O 
Ncdiloyd. in the Grand .Alliance Ot" a combined Grand .Alliance Heet of 18. NYK Line presently 
operates Ih coniainerships in loops serving North America ports. As part ofthe tleet of 38 containerships 
providing weekly service, the Grand Alliance depkns 17 vessels in transpacific service, 8 vessels in 
service between .Asia and Last Coast ports and 13 vessels in Asia to Europe pendulum service (via 
Panama). 

A substantial number ofour customers are located in the eastem United States at locations served 
by Conrail. N^•K Line currently relies on Conrail s intennodal service to provide inland transportation 
between Last Coast ports and inland pomts and connecting service with West Coast carriers at Chicago. 
NYK Line, through our wholly owned subsidiary . Centennial Express Corp.. has a contract with Conrail 
for this intermodal service. 

Tlie applicants, as we understand it. have pledged to create competition in the current Conrail 
territory, puning in place two rail carriers where only one e.xist now. That is something our company 
certainly supports. Howe\er. we understand that, at the same time. Article IL Section 2 . 2 ( c ) ofthe 
Transaction .Agreement deprives customers who are under contract to Conrail of that competition during 
the term of their contracts. 1 hat seems highly inequitable and completely inconsistent with the stated 
purpose of providing competition. .All current customers of Conrail should have an opportu litv to avail 
tnemselves new of the competition between NS and CS, no. later when their contract expires. That 
certainly includes NYK line, .UK! it includes .APL as well. Neither company should be forced to forego 
competition from NS and CS.X tor the duration ofour contract tenvs. 

.Article I I . Section 2.2 ( c ) also allows NS and CSX. who arc competitors, to allocate the traffic 
covered by contract between themselves without the consent of the .iffectcJ shippers. This arbitrary 
division of traffic without thc consent ofthe shipper again thes direcdy in the face ofthe applicants' 
much vaunted claim that this acquisition VN.II result in more competition. 



We understand that APL has requested five conditions from the Board prior to approving 
this transaction. Oflhese conditions, NYK supports the followirg four: First, the Board should 
disapprove Article I I , Section 2.2 ( c ) in its entirety. Second, if the Board will not take that 
action, the Board should disapprove that section of the Application as to all companies holding 
Iransportalion Contracts for intermodal service. Third, the Board should retain continuing 
jurisdiction until 2004 to hear petitions for reopening for the purpose of imposing any further 
conditions found to be in the public interest. Fourth, the Board should forbid either NS or CSX 
from discriminating in favor of an affiliated stacktrain or ocean carrier operating at the expense 
ofa non-affiliated ocean carrier or stacktrain operator. 

My responsibilities at N \ 'K Line include advising regulatory agencies of the interests and 
concems of this company in pending agency p.oceedings. 

For the reasons stated above, we urge the Board to adopt tlie above referekiced conditions 
proposed by APL. 

fiincerelv vours. 

/ 

chad E. Stricklahd/' 
Senior Vice F^esident 

State of Nevv Jersev 

County of Bergen and Passaic 

I . / ^ A i A . ^ ^ / 4 f J ^ $ / ? 4 6 X V y £ being first duly sworn, solemnly swears that I 
have read the foregoing statement, knows the contents thereof, and that the facts are true as 
stated. 

LAURA VAN OSTENBRIDGE 
m m PCa'C GF NEW lERSEY 

MY COMMiSN'UN tXPIRES JULY 13. 19̂ 9 

Subscribed and sworn to before me at ^ i T ^ y ^ -v^'*-!:- , this 
—ryr^—^^'^ 1 . 

J - i ' dav of October 1997. 

^ ^ . i - I ^ C t ^ ^ ^ ' ^ ( / ^ . • - ^ ^ / - C c i ^ ^ - ^ . , 
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SUMMARY 

APL I.imited ("APL") is an Oakland, California-based company which provides 

international and domestic transportation with containerships and a fleet of company-

owned containers and doublestack railcars. .APL is one of Consolidated Rail 

Corporation's ("Conrail") major customers. W ith a continuous historv of transportation 

innovations extending back almost 150 years. APL is one ofthe world's leading 

intemational and domestic transportation companies and a service leader in containerized 

surlace transportalion between points in the eastem United Stat and ports in Asia and 

the Pacific Rim. 

APL achieved its competitive leadership in large part due to a contract with 

Conrail that has in essence created a partnership between APL and Conrail. This 

partnership has been implemenled and developed in a number of ways, including through 

long-term multi-million dollar investments by APL to develop an intermodal terminal on 

Conrail property at Keamy, NJ: throUt,n mutxial commitments, faithfully pursued, to 

maintain consistent high levels of service for APL; through ongoing, responsive 

modifications as opportunities for new business arose lo the long-term transportation 

contract that currently does not expire until May 31, 2004; and through a Conrail rate 

commitment to APL in an encompassing most-fav jred-nation clause. 

Article II . Section 2.2 (c)(i) ofthe Transaction Agreement between CSX 

Corporation ("CSX"), CSX Transportation. Inc. ("CSXT"), Norlolk Southem 

Corporation, Norfolk Soutiiem Railway Company ("NS"), and Conrail provides that all 

Iransportation contracts with Conrail in etYect at the Closing Date shall remain in effect 



through their stated term, and NS and CSXT will carrv out the obligations under tiiose 

contracts. Although seemingly innocuous on its face, this provision is in fact 

impermissibly anticompetitive and contrary to the public interest. Section 2.2(c) actually 

deprives holders of current Conrail contracts of any competition between NS and CSXT 

for the duration of the contract term. This situation is in stark contrast to the immediate 

competition which shippers withou. Conrail contracts will be able to enjoy following the 

closing of this transaction. .As Section 2.2(c) applies to APL, APL would be unable to 

avail itself of the competition between CSXT and NS until June 1, 2004. 

Section 2.2(c)(ii) further provides that NS and CSXT. who are competitors, will 

allocate the responsibilities for serving customers under contract to Conrail between 

them as they see fit and without the shippers' consent. In any normal circumstance, such 

an allocation would clearly violate the anlitmst laws There seems no reason to make an 

exception here. APL. along with all other current Conrail contract holders, would see its 

traffic partitioned between two competitors. NS and CSXT. without any say in the matter 

whatever. Such a result should not be allowed. 

In addition to the anticompetitive restraints imposed by Section 2.2(c) which 

every .shipper holding a contract wii. Conrail will suffer, allowing the imposition of 

Section 2.2(c) on API "s contract will effectively deprive APL of the advantages it has 

negotiated over the years with a willing partner, agreements which take advantage of and 

depend on Conrail's single system. The CSXT'NS proposal is not the usual situation 

where a rail acquisition will result in a single system and the assumption of existing 

contracts. Here, uniquely, the result of the proposal will be Uvo providers in place ofone. 



Yet, administering a contract iniended to be performed on a single system will be 

unworkable if service is provided by two railroads. Two examples are: (1) the most 

favored nations provision which APL has negotiated would require inappropriate 

commimications between NS and CSXT, who are competitors, when that provision is 

triggered by a rate action ofone of them; and (2) at dual points served by both carriers. 

APL would require the consent of both NS and CSXT before any rate adjustments to the 

contraci couid be made, creating a situation where one of the railroads could reject a 

market driven price adjustment. 

CSX is one of APL's principal competitors; its ocean carrier and its stacktrain 

subsidiaries compete head-to-head with APL in a niche market cany ing time sensitive 

commodities from Asia and the Pacific Rim to the eastem United States. CSX 

Intemiodal, Inc. ("CSXl") also competes with APL in the domestic stacktrain market. 

Yet. the result of allowing CSXT and NS to jointly administer APL 's contract with 

Conrail would substitute for Conrail s dedicated and willing partnership two serv ice 

providers instead ofone, one of which may have a disincentive to continue the 

partnership relation developed over manv years between Conrail and .APL. .APL fears 

that, without modification to the contract to protect APL's interests that CSXT would 

simplv do what is required bv the written contra.t, while giving members of its own 

corporate family the partoership enthusiasm and responsive service adjustments wh: .h 

Conrail extends to APL today. 

APL does not fear competition. But APL did not expect NS and CSXT to deprive 

APL of the opportimitv to engage in competitive negotiations with them for the six years 



following the partition of Conrail. APL also did not expect responsibility for much of its 

Conrail business to be given to a railroad that has no incentive to promote APL's growlh. 

Depriving APL ofthe right to renegotiate its Conrail contract with CSXT and NS 

separately is wTong. It is anticompetitive. It is not needed for the proposed acquisition 

work. It is inconsistent with the statements made by CSXT and NS that the tran.saction 

will add competition in the affected markets. The Surface Transponation Board (the 

"Board") should not permit this result. To that end, APL urges the Board to condition its 

approval ofthe transaction as follows. Disapprove Articie II, Section 2.2(c) in its 

entirety as anticompetitive and injurious to the putlic interest or. in the altemative. 

disapprove the application of Section 2.2(c) to intermodal contracts generally, or at a 

minimum exclude the APL transportation agreement with Conrail from Section 2.2(c), 

thereby requiring CSXT and APL and NS and APL to negotiate contracts, rates and 

serv ice levels on terms and conditions no less favorable than those that APL currently has 

with Conrail. 



In Support of this position. APL submits verified statements from Mr. Timothy J. 

Rhein. Mr. Alan C. Courtney. Mr. Peter K. Baumhefner. and Mr. Robert F Sappio. In 

addition. 11 shippers have filed to support APL's position. 

Resf^ctfiJK'/l^>fafiitted, 

•ingarette Hasse 
APL Limited 
1111 Broadway 
Oakland. CA 94607-5500 
(510)272-7284 

Louis E. Gitomer 
Irene Ringwood 
BALL JANIK LLP 
1455 F StreeL N.W.. Suite 225 
Washington, D.C. 20005 
(' 1466-6530 

Attomeys for: 
APL LIMITED 

Dated: October 21, 1997 



\ ERIFIKI) STATEMENT OF TIMOTIH L RMEIN 

Introduction 

My name is Timothy J fdiein, and I am President and Chief Executive Officer of APL Limited 

(".APL"), a domestic and intemational transportation and logistics companv with headquarters at I I I I 

Broadway, Oakland, Califomia 94607 The two primarv operating companies within .APL are 

.American President Lines. Ltd, engaged in intemational container shipping, terminal operations, and 

logistics, and .APL Land Transport Services, lnc . a land transportation company providing vvholesale 

stacktrain services, retail brokerage services and logistics management services in North America 

I joined .APL afier serx inu in the United States .Amn Transportation Corps, .and in mv 30 vears 

at APL have progressed through various marketing, logistics, and operating positions, including Vice 

President. .Marketing, Vice Pre.sldent, Logistics, Vice President. Nonh America, Senior V̂ ice 

President. Marketing and Logistics. President and Chief Operating Officer. .American Pi esident Lines, 

President and Chief Executive Officer. .APL Land Transpon Sen-ices. Inc. and President and Chief 

Operating Officer (.APL Limited), pnor to my appointment as President and Chief Executive Officer of 

.APL Limited in 1995 

.Summary of .APL's Position 

APL and Consolidated Rail Corporation ("Conrail ") have entered a long term contract for 

Conrail to provide .APL with specified transportation services under specified rates and 

conditions This contract creates a network for .APL in the northeastern L nited States by offering 

various types of serx ice between numerous points serv ed bv Conrail Section 2 2(c) of the 

Transaction .Agreement between CSX Corporation cCSX" ), CSX Transponation, Inc. 

(" CSXT"). Norfolk Southern Corporation, Norfolk Southern Railway Companv (both referred to 



as "NS"), Conrail Inc , Conrail, and CRR Holdings LLC arbitrarily divides the service to be 

provided under transportation contracts and divides the revenues from those contracts, regardless 

of fhe entity providing the service, with no input or negotiation with the purchaser of rail services 

APL asks the Suriace Transportation Board (the "Board" ) ( I) to condition its authonzation of 

the transaction on the disajiproval of section 2 2(c) in its entirety or as to intermodal shippers, or 

as to APL, in order to allow free market negotiations between CSXT and .APL and NS and APL 

to determine which of the two railroads will provide specified transportation services to APL 

under specified rates and conditions, (2) lo not override the provisions of rail transportation 

contracls between Conrail and the users of rail transportation ser\ices, and (3) to conduct 

quarteriy oversight in this proceeding until December 3 1. 2004 

A PL's Interest in tltis Proceedin}> 

APL's initial reaction to i s ated intention of CS.XT and NS. together referred to as 

"Applicants," to bring strong two-carrier competition to single-carrier markets in the Northeĉ oiem 

states was optimistic, and positive At the same time. APL vvas concemed at the effect on ils service of 

the prospective partition of ils service partner, Conrail, which is and has been for years doing an 

excellent job of meeting our transportatioii needs at points in its territorv 

APL has a special relationship with Conrail, both because of our long-standing contracmal 

relationship and because of the years of joint etfort the two companies have put into the development 

ofa supenor container service to and from Conrail points APL is one ofConrail's largest purchasers 

of transportation, and in tum Conrail is .APLs working partner supporting .APLs services to and from 

the key markets of the ea.stem United States, covering the eastem seaboard ft-om Boston to Baltimore, 

and inland to Syracuse, Columbus, Hamsburg, Morrisville, and Pittsburgh APL s Conrail business 



involves two distinct tratfic fiows The first consists of intemational traffic to and from .Asian and 

Pacific Rim points, and the second consists of domestic North America tratfic pnmarilv wiihin the 

continental L'nited States and also between Canada and Mexico Conrail is cntical to both 

As the details of Ar plicants" proposed transaction have emerged, our concems have grown, 

and vve now believe 'hat the transaction, as stmctured, could well be a fonnula for disaster Ior APL 

and for Conrail Intennodal shippers generall>', unless the Board conects a major problem incorporated 

in Applicants" announced plans That problem is the transaction provision' which would allow 

.Applicants to divide cunent Conrail transportation contracts between them as thev' see fit This 

provision gives rise to several concems 

Our initial conceni is service Conrail now provides integrated coverage, integrated fleet 

control, a single set of coordinated schedules, committed capacity, and single-responsibility for us in 

the northeast This would be replaced with divided traffic, divided service, divided responsibility, dual 

fleet control, and separale schedules Our recent experience with the Union Pacific Railroad Company 

("Union Pacific" or "L^P") acquisition of Southem Pacific Transportation Company ("Southem 

Pacific"), conceptually a simple transaction uniting two railroads into one, brought, in conjunction with 

market forces. Union Pacific's service for /APL to the brink of collapse Union Pacific's acquisition 

was simple and straightforward, whereas Applicanis here p. .̂ se an intncate partition of a single 

working entity, a much more challenging task Union Pacific's experience wa? a painful reminder that 

major changes in rail ser\ice providers, no niatter how well planned and seemmglv simple, can readily 

mean extended periods of costiv disruption to rail customers We have everv' confidence that Union 

' Transaction .Agreement, .Article 11. Seclion 2 Z{y) contained in \ okime 8B of the 
Application 



Pacific will resolve its current problems in the verv' near fiiture, but meanwhile we at .APL will have 

experienced revenue losses and cost increases aggregating millions of dollars The prospect of facing a 

simila-̂  —or worse- dismption in the notlheas* is alamiing to us, to sav the least 

We believe that implicit in .Applicants" present plans is a ven high probability of service 

collapse post-acquisition, panicularlv for mtermodal trafRc in the congested New \'ork - New Jersey 

area NS and CSXT propo.se lo repl::ate Conrail s service netv\oik for .APL bv dividing Conrail's 

transponation and terminal and fieel control responsibilities between them pursuani to some as-yet 

undecided plan to be pioduced bv a not-vet-conipiete planning process that has purposely excluded 

APL Deposition testimonv of .Applicants" kev operating witnesses, Mr Orrison for CSXT and Mr 

Mohan for NS, shows tluit Applicants haven t Jecided how they will handle APL traffic or when they 

will finish the planning process " See Exhibit E This is aijrming, because the APL service nelwork on 

Conrail is loo importani to be so cavalierly treated APL is willing to worlv with Applicants to see if 

wc can together create an equivalent network hni we must he pari of die process pom the .start. 

Our second concern, and even more serious for the long-term, is Applicants' proposed 

unilateral division ofour transportation contract between NS and CS.XL pursuant to section 2 2(c) " 

This raises three issues of importance 

First, section 2 2(c) v\ould lock API, into involuntary contractual relationships with CS.XT and 

NS until Mav 31, 2004. the expiration date ofour Conrail transportation agreement Applicants' 

'Union Pacific .'-i least had comprehens vC pie merger plans t'or the post-merger handling 
ofthe business ofthe Southern Pacific customers 

' I understand that CS.X and NS will indirectly control Conrail if the transaction is 
consummated Conrail vvill then create two subsidiaries Nevv York Central Lines LLC ( "NVC") 
to be operated by CS.XT and PennsyU inia Lines LLC ("PRR ") to he operated bv NS The shared 
asset operating areas will apparenllv be operated CS.XT. NS. and oi C oniail For ease of 
reference thioughout mv statement. 1 will jusl refer to CSXT or NS operalions 



present plan would make it impossible for APL to renegotiate new rates and service with NS and 

CSXT for six years, while companies, including our competitors, who dci not present!- hold long-term 

Conrail contracts will be free to negotiate immediatelv with both NS and CSXT tor rates to maior 

eoinmon markets in Conrail territorv This is a severe disadvantage to APL in the volatile and 

extremeiv competitive world of intemuidal transportation and an intolerable restraint on competition. 

Section 2 2(c) equally disadvantages all other holders of long temi Conrail contracts for 

intennodal rail service Each of them would be similarly unable to negotiate new rates and service until 

the expiration of their contracts while their competitors, unfettered by cunent contracts, would be tree 

to take advantage ofthe competition offered by NS and CSXT 

Without section 2 2 (c), NS and CSXT would each be vigorously competing, for example, for 

APL's business to the New York City metropolitan area. Instead. APL and other intermodal contract 

holders arc being deprived of the competition which has been proclaimed by NS and CSXT as the 

principal justification for this transaction This is a restraint on competition vvhich this Board should 

not sanction 

Second, for .APL In particular, in place of APL's long-temi cooperating contract partner, 

Conrail. .APL would be arhitranl; handed to two different service partners, one of whom is recognized 

bv .APL and the marketplace to be .API 's primarv- competitor Conrail is a ftiendly co-operating service 

provider which works with us to put more business on Corvail It has been willing, when new business 

opportunities arose, to be receptive to interpretations or modifications of the contract which vvould 

help us to develop new business On the other hand, CSX's subsidiaries, which are CSXT's affiliates, 

CSX Intermodal, Inc ( CSXl" ) and Sea-Land Service, lnc ("Sea-Land"), are direct head to head 

competitors of APL. Because of that, 1 believe that without strong contractual protection for APL, 



CSXT lacks motivation to preserve for .API the service quality maintained bv Conrail for APL's 

business and the level of cooperation estâ 'iished between the parties, and in tact C SXT has a legal 

obligation to its shareholder to promote the business of its own corporate affiliates, not the business of 

APL 

For ,APL, the consequence of simpiv' handing over to a pnniarv competitor the responsibility 

for implementing the Conrail contract, a contract made with a fiiendlv. willing, partner, without 

allowing APL to negotiate a new contract which can provide the protection APL needs in a eompleteiv 

difierent partnership environment, would be the suppression of .APL's abilitv to compete This in tum 

will seriously impact competition in the United States intermodal market for sfacktrain container 

services, and it is highlv likelv to be f'alallv Injurious to the present fast-paced competition in the market 

for time-sensitive surface container service between the eastem United States and .Asia and the Pacific 

Rim While there are a limited number of domestic stacktrain operators of substantial size providing 

competition within the United Stales, there are onlv two providing effective competition today for 

time-sensitive container traffic between the eastem United States and .Asia and the Pacific Rim Those 

two are APL, the service leader, and CSX's subsidiaries Sea-Land and CSXl, which together are 

number two 

I'm not suggesting that vve can't work with CS.XT V\e can and we will But we cannot do so 

under the s;ime contract tenns and provisions that we volunianly negotiated with a non-competing 

serxiee provider, and remain as competitive as we are now We will need to negotiate and define the 

duties and standards of pert'omiance and remedies for non-compliance much more precisely with 

CSXT bet'ore a CS.XT substitution for Conrail service would work for us And v\e vvill need to 

negotiate a separate contract with NS fbr the tratfic which we give to u I am confident that both these 



tasks can be accomplished, but the process has been .seriouslv hampered bv Applicants' claim that they 

are bound by section 2 2(c) This is an unacceptable response 

Third, our present contract with Conrail was negotiated in the knowledge that we were dealing 

with a single company and a single svstem Transfemng a complex contract meant to be administered 

by one provider to two providers operaling nvo systems is. as a practical matter, unworkable 

Moreover, there are certain cases in w hich obtaining contraci interpretations from two providers - two 

providers who are also competitors - legarding the application of the contract could result in the 

improper exchange of competitive infonnation between NS and CSXT This is vet one more reason 

why APL must be allowed to negotiate new separate contracts with both CS.XT and NS 

APL requests that the Board find that .Applicants' proposal to divide between themselves 

existing transportalion contractŝ  is contrary to the public interest, anlicompelitive, oflfensive to the 

nalional Rail Transportation Policy, and should be disapprov ed Howev er, if the Beard decides that it 

can approve Section 2 2(c) generally, it should be disapproved as to intennodal and container services, 

or, at a minimum, disapproved as lo .APL .APL also requests, if the acquisition is approved, the Board 

shall make clear that nothing in the Board s approv al is to be construed as approving any curtailment of 

the rights of parties which have cunent rraiLsportalion contracts with Conrail. nor should it allow 

either applicant to di,scnminate in favor o. affiliated intemiodal transportation providers, such as CSXl 

or Sea-Land, to the detriment of independen;, non-rail affiliated providers, such as .APL 

.APL has no desire to sland m the path of .Applicants' business transaction, but .API. does 

require that .Applicants respect APL's Conrail contract rights in their process This will require that 

.APL be free to negotiate with Applicants separatelv- for substitute contracts with one or the other 

* Article I I , Section 2 2(c) ofthe Transaction Agreement 



applicant, or both, to provide .APL with rates and service at least equivalent to those .APL would have 

received fi-om Conrail during the remairJng lemi of that contract .APL also asks that the Board 

exercise continuing oversight jurisdiction until December 31. 2004, to prov ide an avenue of relief (1) 

should post-acquisition service become intolerable, or (2) should Applicants, or eilher of them, engage 

in other conduct to the detriment of their rail service users 

.APL — .Sen'ice Pitmeer 

APL and its corporate predecessors have been providing international iransportation in worid 

markets for 149 years For over a century- i'.s cargoes vvere earned, as were ocean cargoes woridwide, 

in conventional break-bulk ships .APL built its first combination break-bulk and container vessels in 

1961, and from its experiences with them concluded that APL s long-range strategy should phase out 

the conventional break-bulk tleet .APL then began first designing, and then building, completely 

containerized ships 

In the mid 1970's .APL saw the potential for combining the nevv containership services with 

domestic rail services to develop a transportation network between intenor points in the United States 

and overseas traffic hubs, in which the handling of freight between ship and shore would be tmly 

seainiess The cargo container used for the ocean iransportation could readily be lifted ofiTthe ship and 

loaded onto a rail car, and carried inland, or across the countrv-, to the consignee The resulting 

improvemenl in container handling and domestic transit time aiso improved the efficient utilization of 

our vessels 

While the facts establishing the potential vvere equally apparent to other ocean carriers and to 

the United States railroad industrv, it was .APL, keenly aware of the financial risks it was taking in 



accepting the pioneer's role in an untested concept, that stepped forward, took the lead, and did make 

the necessary capital investments 

In 1977 .APL commenced hiring domestic transportation specialists to make its new 

intemational .senice concept a realitv Bv 197*̂) .APL had instituted ' l.inenrains" on cooperaling rail 

carriers, dedicated exclusively to .APL tratfic aiid operating on special schedules coordinated with APL 

vessel anivals and departures Coupled vvith APL s as.suniption of responsibility for interior terminal 

operations and extension to them of .APL's electronic data interchange ( "EDI"), .APL established 

industiA' pace-settinu new standards for international transit times, service reliability, and shipment-

tracking. 

VMiile these facts may at first seem remote from issues immediatelv before the Board, in fact 

thev are not I hev are an important part ot" our background, the historv of a companv with an 

unbroken line of innovation and pace-setting progress which has, I shall next describe, made a major 

contnbution to the railroad industrv , lo railroad shippers, and to receivers of containenzed shipments, a 

contribution whose ftirther growlh is at nsk under .Applicants" proposal 

The Development of .Stacktrain 

Notwithstanding the success of its initial rail-based services. .API. continued to be concemed 

vvith improving the efficiencv of the rail container-transport svstvnis. and reducing the potential for 

careo damasie while on the railroads With the cooperation of the railroads and railroad industrv 

suppliers. .APL sponsored the design ofa double-stack railcar which would increase rail efficiency up to 

40" 0 while at the same tune reducing, almost to the point of complete elimiiiaiion. in-tram slack action 

wliich, with the older rail cars, had been a major source of cargo damage It purchased 200 of these 



rail cars in 1984 Dedicated trains and stackcars would not be "humped" in the rail yards, which had 

been another major source of lading damage, and had a low center of gravitv- which provided the 

containers with a smooth, impact-free ride while enabling the railroad to haul more containers per train 

than vvas possible with single-level cars 

Although encouraged by the .success of the double stack cars" perfo, nance for international 

commerce, APL's long-range planners wanted tc> improve the load factor for the trains, an 

improvement which would benefit both APL and the participating railroads The planners suggested 

sometliing vvhich had never before been attempted on a systematic basis Integrating, under single 

responsibility, domestic and intemational trafric flows to take advantage of opposing head hauls, 

thereby reducing emptv load factors .Again .APL undertook to make the Investment and become the 

service pioneer for this concept In 1985 .APL acquired the freight lran.sportation operations of 

National Piggyback Services (Brae Coqi ) to provide a base of preponderantlv westbound domestic 

freight to help balance the preponderantly eastbound intemational containers In order to facilitate the 

growth of domestic freight, stacktrain added new container options The first stacktrain services were 

for 40-foot intemational cargo containers In 1986 this was expanded to Include 48-foot high-cube 

domestic containers, and in 1988 it was expanded again to cover 53-foot domestic freight containers 

As a consequence of widespread acceptance in the marketplace, containers, not highway trailers, are 

nov. becoming the intemiodal shipper's preference 

Continued improvements in container handling by .APL temiinal services, and development of 

responsive and tightly-coordinated train schedules by .APL s rail semce panners. brought stacktrain 

semces to the point of being time-competitlv e with ov er-the-road tmckers for long hauls, opening the 

door to a new level ol" opportunities for .APL and its rail partners .As stacktrain services expanded. 
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environmental and quality-of-life benefits also resulted, as stacktrain operalions are four times more 

fi.iei -eflicient than over-the-road motor carriers, are significantly safer, and afso reduce public highway 

use by heavy freight tmcks 

7 oday the APL stacktrain network is by far the most extensive of its type in North .America 

Its routes span 22,000 miles in the Uniied States, Canada, and Mexico, and it schedules over 200 train 

departures each week We believe that .APL Stacktrain semces is also the most respected stacktrain 

operator in the domestic intemiodal industrv- It manages a fleet of almost 20,000 APL containers, 

including 2,750 53-foot conlainers (the largest inventorv in the industrv). over 10,000 48-foot 

containers, and the remainder 45- and 40- and 20-foot containers which altemate between domestic 

and international use .APL also operates a fieet of 367 of its own stackcars and has 200 more on 

order for deliverv- in earlv 1998 No other non-railroad affiliated stacktrain operator has made its own 

-iv/eslment in rail equipment to ensure service integnty, as APL has 

To show the importaiice of APL stacktrain service to the United States economy.consider that 

in 1997 APL-

• Will pay in excess of S600 million to North Amencan railroads for stacktrain 
operations. 

• Will move in excess of 680,000 intemational and domestic containers. 

• Will operate o4 stacktrain terminals in 26 states in the United States, in 
Canada, and in Mexico 

.APL '.V Development of the .Syncrf^ies (f Domestic and International ( Ommerce 

APL's greatest strength, overseas, is in Asia and Pacific Rim ports, and in commerce tributary 

to those ports moving to and from the United States When .APL decided to withdraw from around-

the-worid and east coast liner services and to develop rail-based transcontinental services in this 
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countPv with the ports of Seattle, Oakland, and Los Angeles, it concunentiv strengthened its .Asian 

business base, both by increased trans-Pacific services and also with networks of feeder services intra-

Asia Coordinating the inlra-.Asia and trans-Pacific shipping services v.ith domestic rail in the United 

States, and offering pace-setting through iransit limes for the combined services ,APL has been able to 

oflTer a smgle-responsibilitv transportation product whose consistencv and reliabilitv is such that the 

marketplace considers .APL service to be a premium semce, vvhich has attracted major volumes of 

time-sensitive, often high-value, commodiiies moving between .Asia and C:,nrail-.served points in the 

Northeast 

The market which APL developed is a distinct and diflferent market from that served by the 

ocean caniers vvhich onlv reach the shores ofthe United States, and it is also dift'erent from the solely 

domestic transponation market .seniced hv the various Intermodal operators (and in which .APL 

competes as well) Its distinguishing characteristics are frequency of scivlce, coordinated rail and ship 

movements, quicker lran.sit times, and single responsibilitv ^oupied with the industry's best user-

friendly shipment tracking program .APL stands. In the world markets, for integntv and fair dealing, 

reliable and frequent schedules, and fast transit times 

In order to increase schedule frequency and reduce costs f'or its intemational services .APL has 

entered into alliances vvith other ocean carriers sailing between certain of the .APL-served ports, in 

which APL is allocated space on their vessels departing on days APL does not sail, thus providing 

virtuallv daily scheduled service on APL s main ocean routes 

As a result, .APL achieved a substantial markei share of time-sensitive surt'ace traffic between 

points in .Asia and the eastern I "nited States .As Mr Robert Sappio di.scusses. APL and CSX 

subsidiarv Sea-Land are the dominant competitors f'or the camer single-responsibility intermodal 
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transportation markei between Conrail-sened points in the northeast, and ports in .Asia and the Pacific 

rim This high end of the market sen es shippers of time-critical, nigh-value goods, and aithough it may 

be considered a "niche" market, it is a large and important segment of the total commerce .As Mr 

Sappio explains, of the tattal Far Ea.st to F lem Region United States import market, considenng both 

the carrier single-responsibility and other-arrangements traffic for a recent test vear. APL camed 

25 1%, and Sea-Land 9 2%. of all Wearing .Apparel, .APL 25 5%, and Sea-Land 9 5%, of fashion 

accessories/handbags, APL 23 4%. and Sea-Land 112%, of Piece Goods, APL 24 T o and Sea-Land 

16 8% of Reftngerated Shellfish, .APL 23 6''. o and Sea-Land 5 9% of Luggage. .APL 12 1% and Sea-

Land 12 6<' o of Footw ear, .APL 10 3° o and Sea-Land 11 6° b of Electncal goods, and APL 12 1% and 

Sea-Land 18 3° o of Refrigerated fresh vegetables NOS The total nuinber of .APL and Sea-Land 

FEU's' in these categories - and this list is not e.xhauslive of this time-sensitive niche market - was 

38,846 This defined transportation market is a dynamic, fast-moving markei supporting businesses in 

the northeastem United States, both large and small, bringing global commerce to main street in 

Poughkeepsie as well as to Fifth Avenue in New York City 

There is one significanl characteristic of the .Asia-to-eastein-United States containerized 

commerce the predominant direction of movement, or head-haul, is to the populous eastem United 

Slates Tratfic from eastern United States points to .Asian points is substantiallv less, and will not match 

thc eastbound volumes But when one examines the domestic U'rated States trafRc flows adapted to 

box, van or container transpon packaging, an opposite-direction pattem appears the predominant 

flow, or head-haul, is from the .\1idwestem United Slates to the western I nited States APL's 

innovative step was lo enter the domestic market with the objective of taking advantage of the 

'Forty-foot Equivalent units 
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potential svnergies of the tw o ven distinct tratfic flows This was not an easv task Domestic shippers, 

having orgaruzed their traffic handling patterns around conventional dn vans. TOFC trailers, or 

perhaps DF-boxcars. were ven- resistant lo shifting to containers, which were then perceived as 

limited-capacity boxes of restricted dimensions, perhaps necessary for ocean transportation, but 

inconvenient lo use in domestic senice It took much hard work, a major investment risk by .APL, 

including design of larger capacity containers, and persistence by APL's sales forces , to demonstrate 

to the satisfaction of domestic .shippers that containers would work for them The larger critical mass 

of the combined domestic and intemational tratfic flows meant more frequent trains and more efficient 

u.se of .APL':; terminals, and the blending of domestic and International traffic flows lead to a sharply 

higher load factor on the senices under .APL's control The resultant faster senice. coupled with new 

opportunities to share cost sav ings with customers, plus an industry-leading shipment tracking senice, 

laid the foundation for .APL's commercial growlh throughout Conrail's territory 

APL '\ Business Today Depends on Quality .Sen'ice fnnn Ctmrail 

APL's experience has been that effective container/intermodal senice employing rail carriers 

requires a rail senice partner who is highly motivated to assist APL in maintaining expeditious transit 

times with consistent and r'liable rail senice. and who is also willing to offer the flexibility sometimes 

needed to protect service integnty notwithstanding interruptions from external events 

The continuing flow of revenues a rail canier can earn from moving .APL's containers in a 

high-density traffic lane is sub,stanlial. and .APL s business is generally sought after bv the railroad 

industry In order to maintain a business volume which is reliant on time-sensitive, high-value surface 

freight. .APL needs to maintain a consistently high reputation for senice quality .APL will do its part 

14 



on the high seas and at the ports, and its land partner mus: do likewise, if the overall .APL senice 

package is to maintain its current high level of acceptance in the marketplace 

From experience, APL has found lhat some railroads are more willing than others to undertake 

the level of commitment required to maintain a consistent qualily senice That requires not oniy 

continuing dedication of resources but also a management decision that attainment of certain 

perfonnance standards shall be a corjwrate pnonty .APL will make substantial investm.ents in service 

relationships vvith such carriers, investing not only management support bul also financial capital, and 

it is prepared to respond wilh long-tenn contractual commitments to continue them 

Conrail has, for over 20 years, been APL s senice partner to and from key points in the eastem 

United States Conrail is our link to the .APL terminals which collectively cover the concentrated 

eastem consuming markets which are the business base of any nationwide mtermodal senice 

I have refened to Conrail as our ""senice partner", because it does more than simply operate 

trains to APL's markets Its personnel work closely with us, 24 hours a dav. seven days a week, 

helping to maintain senice quality 

Perhaps the most visible example of the .APL-Conrail working partnership is APL's South 

Keamy, .NJ teiminal. which senes the New York City metropolitan area APL. in reliance on its long-

term contract relationship with Conrail. made a S17 5 million investment for cranes and container-

handling equipmeni on Conrail propeny at South Keamy Conrail. in tum. leased the property to A"L 

at nominal rental until the vear 2012 ( onrail has also made significant capital investments for h ling 

APL's contractual volume commitments at Syracuse, Morrisville. Harnsburg. and Beacon Park 

(Boston) 
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The Effect of Section 2.2(c) on the API.-ConraU Transportatum .A},'reenient 

Section 2.2(c) inflicts significant competitive hami upon .APL First, it senously handicaps 

APL's ability to oblain competitive rates and senices which .APL's competitors are free to seek 

Second, it renders APL s cunenl Transportation Agreement unworkable 1 hird, it does not provide 

sufficient protections to .APL in a contractual setting where its pnncipal competitor, CSXT, also 

becomes an essential sen ice provider for .APL Fourth, it strips APL of any flexibility to adjust should 

APL conclude that one provider will be more adept at implementing intended senice, than the other 

a Competitive Harm 

Section 2 2(c) requires .APL to be bound by Ils cunent Transponation .Agreement with Conrail 

without change until May 31, 2004 Any other holders of long term Comail contraciS are similarly 

impacted by section 2 2(c) The result is that, while .API 's competitors who do not hold such 

contracts can profit bv the much vaunted competition which CSXT and NS are oflTering, APL cannot 

This situation puts .APL at a sev ere competitive disadvantage as it does even holder of an intermodal 

Conrail contract 

The intermodal market is a fast moving and expanding market From 1984. when .APL began 

doublestack operations, and accelerating in 1990, by winch tune other major ocean camers had 

developed their ovvn doublestack domestic operations, the intennodal market has burgeoned at 

astounding speed Now, in addition to intennodal marketing companies and stacktrain operators, 

railroads are offering intermodal senice direct! . and transcontinental tmck companies such as 

Schneider and J B Hunt have also entered the intemiodal arena Todav. doublestack intermodal 

movements are the nonn iii longer-hai.il markets, and as Mr .Alan Courtnev explains, we believe that 

doublestack senice is about to break through into deep market penetration in the traditional second-
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moming 500 to 750 mile tmck market in Conrail's present territory W e want to be part of that 

breakthrough 

So long as Conrail was the single senice provider in the northeast, a long tenn commitment to 

Conrail vvas the best way of enabling APL to build its senice to and from Conrail points. However, 

the CSX and NS acquisition of Conrai! changes that situation There will be competition, and it 

assuredly w ill be preseni in the intermodal market APL, and other long tenn holders of intermodal 

Conrail contracts, must be allowed to take advantage of the competition between NS and CSXT, 

othenvise, they will be severely disadvantaged in the marketplace as their competitors, unliampered by 

cunent Conrail contracts, seek out new rates and senices from NS and CS.XT in eflforts to gain larger 

shares ofthe markei 

b Administration of APL's Contraci By Two Providers is Unworkable and Poses Antitrust 

Concems 

Seclion 2 2(c) would require transfemng a single system contract, made with a triendly 

supplier, to a dual system administered by two providers, one of whom is affiliated with a competitor 

The transportation senices provided for .APL by Conrail are peiformed under a Transportation 

.Agreement dated June I . 1988, and mnning until May 31, 2004, lo vvhich a nuinber of amendments, 

modifications, and adiustments have been made 1 believe both panies recognized that it would not be 

possible to foresee, :.. i'-)88, what modifications fijture events might require lo maintain the 

transponation agieement as a responsive, cunent document through changing times, but were 

sufficiently confident of the working relationship lo sign up for the long tenn In practice, il has 

worked well, and as events arise that suggest that some modification of the contract would be 

desirable, Conrail has been a responsive partner that has always been willing to come back to the table 
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and work witli us to see what can be dorie to meel our needs .APL has nol alway s received evervthing 

it asked for, but our overall impression from these subsequent negotiations is that we have a willing 

partner who is genuinelv tning lo meet our needs within parameters that will also meet Conrail's 

needs 

However, now Applicants propose that this Transportation Agreement be administered by 

CSXT and NS, who are competitors to each other and one of whom is a competitor to APL Upon 

examination, this result is totally unworkable and creates significant antitnist concems For example. 

.APL has, in ils Conrail contraci, a comprehensive most-favored nation clause between Conrail semce 

points How can that clause be administered between two competitors, especially when both serve a 

point such as South Keamy vvhich is covered by the APL-Conrail contract, and both are separately 

quoting rates to APL competitors lo and from New York'New Jersey temiinals'̂  How is APL to 

monitor, ir a cost-eft'ective wav, tiie rates extended by CSXT or CSXl for counterpart senices, 

withoul gaining infonnation aboul CS.XI's commercial business'̂  In order to administer the mosl-

favored-nations clause, are CS.XT and NS lo meet regularly and discuss the pnces they are c'larging to 

intermodal shippers at APL common points'' 

Another example whal will happen at dual points, those sened bv both carriers, when APL 

requests a rate change or nevv rate' What if the railroad which has been assigned the APL 

transportation is unwilling to make the change, but the other railroad agrees'̂  Does .API require the 

consent of both earners' Can APL switch to the second railroad'' These are illustrative ofthe difficult 

problems interjected bv applying seclion 2 2 (c) to the APL Transportation Agreement. 

There are other reasons why simply transferring the curtent Conrail contract to NS and CSXT 

vvill not work: 
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(1) Existing semce monitoring, conection of senice deficiencies, and day-to-day 

coordination of APL's needs will be undertaken by new, untned (in these markets) senice partners, 

one of whom actually stands to benefii from any .APL senice failures, and will require cooperation 

with two railroads instead ofone 

(2) Modifications of .APL's existing Transportation .Agreement, routinely agreed to by 

Conrail today to assist .APL in adjusting to changing shipper requirements, will now require the 

approval of two providers, one a competitor of APL who may benefii each time permission is denied 

(3) New rates and new senices will require disclosing target customers and business 

objectives to, and receiving approv al from, the same tw o providers, who are afso competitors of each 

other and one of whom i> a competitor of APL 

(4) APL's tenninal senices at its South Keamy, NJ temiinal will apparently be managed 

by CSXl, a competitor w hich has conflicting needs of its own Other fonner Conrail terminals used by 

APL, such as Boston, will become exclusiv e CSXT terminals 

(5) New train schedules must be negotiated with two nevv entities which have their own 

senice requirements to meel. one of whom will benefit financially if APL's needs take second place 

c .APL Requires Special Contract Conditions in a Contract with CSXT 

Because ofthe competitive nature of CSX's relationship to .APL, special care must be taken in 

defining the duties and responsibilities and commitments of CSXT. If it is to substitute for Conrail In 

the inlen.ational side of APL's business, there has been, through the burgeoning growth of the 

container transport age, one stand-out competitor to APL, a competitor also headquartered in the 

United States, and that is Sea-Land, a CSX-ovvned companv Sea-Land covers the same ocean routes, 

the same tenitories, anJ the same ports overseas as .APL, and it senes the same domestic markets as 
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.APL through its affiliate CS.XT In international operations. Sea-Land Is in fact much larger than .APL. 

while APL operates 14 and charters 26 feeder vessels in the Far East operated by others The trans-

Pacific routes of APL. and the connecting intra-.Asian feeder routes fi.irnish approximately three-

fourths of APL's total mantime revenues, but those same routes are, ô ota-Land, anoiher traflRc lane 

in a global complex of .senices .APL's bread-and-butter routes are cntical to APL. but constitute just 

some of many sources of revenue to Sea-Land 

In domf̂ stic markets, CSXl is a direct, head-to-head competitor of APL .Although starting 

later, CSXl has virtuallv duplicated .APL s system l here are few major traffic flows today within the 

United States, now handled by APL. which could not physically also be transported by CSXl 

An important reason that APL remains such a strong competitor against a railroad-sponsored 

competitor with greater resources is that .APL's current railroads do not have major conflicts of interest 

in supporting APL The -APL relationship is, to them as it is to .APL, a partnership that produces for 

both partners With Conrail, APL went ihrough the leaming cune, and together they built the senice 

net that works well today for .APL and its shippers It was not easy Both Conrail and .APL people 

worked through problem after problem together, always motivated by a cominon desire to make what 

they were doing work for both companies .And they succeeded 

A good example of this is the third party ocean carrier ("Third Panv Intemational" or "TPf) 

container issue, a sen ice not included in the onginal contract .As .APL s sen ice grew, opportunities 

aiose from time to time for APL to handle containers for a low-volume ocean carrier that did not have 

an established scheduled sen ice, allowing the third party ocean camer to use .APL s scheduled trains 

and receive .APL's temiinal services, rather than contractinc directiv with the railroads 
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Whv would the TPI caniers give their business to .APL, a competitor'' First, not all have 

expertise in US rail iransportation Second, .APL offers one-stop senice avoiding dealing separately 

with rail caniers, temiinal operators, and dravmen Third, .APL's scheduled senices are eaual or 

superior to the railroads" public schedules, and APL's overall temiinal control minimizes the problem 

of containers missing the train Fourth, .APL provides an inland chassis supply as part of its senice and 

fifth, our corporate integntv and sen ice reputation mean that the TPI camers are comfortable giving 

their containers to us to handle 

After negotiations, Conrail ag eed to allow .APL to include such third partv traffic In .APL's 

trains If Conrail had been a competitor of .APL at that time, and stood to benefit by a derual of .APL s 

request, it is obvious to me lhat the third party containers vvould never have moved at the rates we 

were able to offer The third party containers have s-iice grown to be a respectable proportion of our 

business, now amounting to about l8°o ofour Intemational containers on the stacktrains 

APL had sufficient confidence in its own competitiveness, and in its resourcefijlness to stay 

competitive, to independently reach a decision to work with the low-volume third partv lines, and to 

offer them space on our sy.stem which allowed them to become stronger competitors 

Conrail, supporting our eflbrts to gro vV the business, agreed to our program, even though there 

were also possible risks for Conrail This would be highly unlikelv with CS.XT. whose atfilir j,Xl 

competes directly v\ith .APL for TPI traffic, off'ering rates between west coast points and the âst If 

APL. enlitled only to the rights expressly stated in its current Comail contract, vvere to approach CSXl 

for a rate for new TPI business, it stands to reason thai CSXl would simply refijse. and go after the 

business itself We are concemed that, withoul special provisions in a contract with CSXT, we will 

thus lose the benefit of the partnership which we have had with Conrail and will be served by a 
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provider who may well have a disincentive to work with us when we seek to advance competitive 

frontiers The result will be that competition will suft'er That is why .APL must be allowed to 

negotiate nevv contracts 

d. Maintaining a unified senice when the provider is divided 

Finally, even if Conrail were being sold to a single entity w hich planned to install its own new-

management, we would be concemed that institutional experience would be lost as new managers 

replaced the expenenced managers who have worked with APL, and that senice would suflfer as a 

result We have alreadv been severelv affected bv unexpected serious senice delenoration that has 

followed the westem rail mergers, and we kno.v first-hand how quality can sufter for an extended 

period of time while new management stmggles lo place its plans and concepts into effect 

To see Conrail caned and divided into two packages connected bv enclaves of joint senices, 

in a process fiom which .APL has been completely excluded, is not only troubling to us, but appears to 

be a bluepnnt for disaster .APL witness Baumhefrier's Exhibit B shows todav "s APL temiinals on 

Conrail, the primary senice routes on Conraii, and how .APL believes ownership and responsibilitv for 

operations is proposed to be divided between CSXT, NS, and their respective temiinal operators The 

present integrated APL network on Conrail will be dismantled by the .Applicants under the partition 

plan which thev have described to the Board In its place, new plans, and new traffic flows are 

contemplated, adding new volume to lines which our expenence tells us are already choke points 

today Tenninal sen ices are not simply revised, they are re-invented Existing, proven interchanees are 

abandoned VVe see, as Mi Baumhefiiei explains, a clear potential for multiple and continuing senice 

disasters ahead, potentially culminating in gridlock and the melt-down of w hat had once been a steriinu 

Conrail rail senice If this is to be avoided, .APL needs to be part ofthe planning process for the fiiture 
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handling of Its traffic, and the Board needs to retain jurisdiction to act further if the public interest is 

shown to require it 

.APL '.V .\'eedfor .\'cyv Contracts with .Applicants 

As demonstrated above lo be able to compete as effectively as it has done in the pa.st in the 

markets in which CSX and .APL are competitors, .APL must be freed from the re.straints contained in 

Section 2 2(c) APL is now studying the Applicants" .senice proposals for compatibility with APL's 

needs We anticipate that both CS.XT and NS will participate in our business in the ftiture New 

contracls will in each case be required, as we vvould not accept a joint substitution of CS.XT and NS as 

an adequate replacement for the present Conrail contract responsibilities In CS.XT's case, the new 

contract provisions must contain adequate safeguards for .APL, given CSXT s conflicting competitive 

interesl In NS's case, a new contract will also be required to reflect preciselv what NS will do and 

how it will be integrated into existing senices which NS now provides foi us 

NS is a good carrier and has worked well vvith us We know CSXT's capabilities, and vve feel 

positive aboul the prospects fbr new working relationships with both earners provided we first have 

free and unfettered negotiations vvith each What will not work for APL is to have NS and CSXT 

carve up Conrail's contract behind closed doors and then announce to APL what each is willing lo do 

in the fiiture for .APL. each professing lo assume only those obligations which .APL had negotiated 

with a friendly supplier 

NS and CS.XT are each ven di.stinct, separate entities with their own unique corporate 

personalities, business strategies, and sen ice philosophies Neither is a clone of Conrail, and neither is 

substitutable in sen ice contracts such as the .APL-Conrail Transportation .Agreement without changing 

the fijndamental character of the relationship Our agreement with Conrail mns for another six and a 
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half years, and .APL cannot accept a blind substitution of new partners, one a competitor, to ftilfill the 

responsibilities which Conrail has willingly performed New senice planning, and new agreements 

with new definitions of responsibilities, are necessary if APL senice is to be successfiji via CSXT and 

NS at former Conrail points 

To summanze the actions w hich we request the Board to take 

First, we request that the Board conclude that Section 2 2 of the Transaction Agreement is 

contraiy to the public interest and must be disapproved In the alternative, APL requests that 

intemiodal/container contracts generally should be excluded from the section's operation or, at a 

minimum, that APL s contract should be excluded The public interest would instead best be served by 

requiring .Applicants to negotiate independently with APL and other purchasers of rail intermodal 

semce for a new package of transportation and terminal senices vvhich is no less favorable than is 

provided In the terms of their present Conrail contract CSXT and NS should be instructed to 

commence negotiations immediately with .APL" to assure that the problems descnbed are controlled in 

a way 'hat allows .APL lo continue as a viable competitor. 

Second, the Board should not enter any findings or orders which can be seized upon to support 

an argument that what the Board does will ovenide provisions of private contracts between Conrail 

and its shippers We do not want to be faced with an argument that our contract rights have been 

abrogated by a transaction volunianly enlered into by our contracting partner and approved by the 

Surface Transportation Board 

Third, the Board should provide for continuing oversight ofihis transaction until December 31, 

2004 We ask this because, after a new neiiotiation with NS and CS.XT we do not know to what 

''And other intermodal operators similarly situated 

24 



extent CS.XT and NS will each be the future senice providers, or the extent lo which they will be 

acting separately or jointly, or the kind and quality of senice that each will actually perform, and 

whether suppression of competition issues will arise as the parties move fonvard 

Fourth, we ask that the Board prohibit either NS or CSXT from discriminating, in schedules, 

terminal senices, in space or equipment allocation, or othenvise, in fav or of an affiliated stacktrain 

operator or container iransportalion provider, to the deinment of any non-railroad aflTiliated stacktrain 

operator or container semce provider 
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VERIFIED STATEMENT OF ALAN C. COl'RTNEV 

My name is .Alan C. Courtney, and I am Director of Customer Proces,ses for the Stacktrain 

Serv ices Group of .APL Land Transport Services, Inc., a subsidiarv of APL Limited ("APL"). My 

business address is 1111 Broadway. ()a)';li'ind. Califomia 94607. 

My responsibilities at APL include Domestic Strategic Planning and Product Development 

for APL Stacktrain Senices. I am familiar witii APL's rail based services in North America, the 

competitive environment in which they are piovided. imd the characteristics of tlie markets in 

which APL and its competitors compete. I shall address the consequences to competition in those 

rnarkets if this transaction is approved as presently .stmctured by the Siuiace Transportation Board 

(the "Board"). My testimony will describe both the specific injurv to APL and the specific injurv to 

competilion that will follow if the conditions requested by APL are not adopted. 

The proposed p;irtition of Consolidated Rail Corporation ("Corrrail") to allow two strong, 

resourceful rail carriers to establish competitive services to points which are now one-carrier cities 

ha.s the poteniial for enhancing rail competition and providing, in the long term, significant 

benefits to APL and its customers. APL is not concepbaally opposed to the transaction, and looks 

forward to positive working relationships witli both earners in future years. APL does have serious 

objections, however, to the .structure of the transaction, w hich w ould make it impossible for APL to 

compete efi'ectively in the fiiture at former Conrail points. 

By "compete e*Tectively " 1 mean a company that introduces new senices. develops new-

rate programs and brings new traffic flows on rail, raises industrv standards, and otherwise is a front 

mnner setting tlie pace ofthe competition. There may be those who wil' be satisfied foraging for 

the leftovers, but that is not the type of "comjTetition'" I have in mind when 1 discuss APL's fiiture. 



My professional and educational experience includes a Bachelor of Industrial Engineering 

Degree from Central New- England College, and a Master of Business Admimstralion degree from 

Califomia State Universitv. My career in transportation started with the trucking industry, in a 

series of administrative, sales, accounting, and operating positions with Lee Way Motor Freight and 

Graves Tmck Line unlil my appointment as Vice President - Marketing and Pricing for Graves. I 

was subsequently appointed Vice President - Marketing for Pacific Intermoijitain Express, and 

Vice President -Markefing for Ryder - PIE. I later spent four years as a con.sultant in transportation 

matters, and joined APL in 1986 to assist in the development of its rail intermodal services in North 

America. 

The Stacktrain Concept 

1 shall first describe the stacktrain concept which ,APL developed, and explain how it differs 

from the techniques that preceded it. TTiis is an appropriate prelude to explaining the new 

transportafion market that APL developed, that (̂ SX Corporation's ("CSX") subsidiaries CSX 

Transportalion, Inc. ("CSXT'), CSX Intennodal. Inc. ("CSXl"), and Sea-Land Sen ice, Inc. ("Sea-

Land") emulated, and in which APL and CSX have for a number of years defined flie competition. 

This is a market in which competition will be suppressed if flie d-ansaction is approved in the fonn 

proposed by CSXT and Norfolk Southem Railway Company ("NS"). 

The concept pioneered by APL was the design and development of double-stack rail cars 

that raised the efficiency of rail container transport to a new peak. On any given day, there will be 

approximately 1,200 such cars in APL sen ice in North America. Most are leased bv the railroads 



and fumished to APL to handle APL's volume commitments; 367 ofthe cars are either owned 

outright by, or leased lo, APL, and 200 additional cars have been ordered by APL for Januar> , 1998 

delivery . No indepe.ident .stacktrain operator has made flie direct investments in equipment th..t 

APL has made. APL also acquired a fleet of almost 20,000 dedicated double-stack containers and 

placed them in commercial sen ice for its shippers. 

When APL conceived its sen ice strategy of placing reliance on the railroads for overiand 

transportation, it first had lo v>vcrcome two major drawbacks. "These were factors that plagued the 

raihoad industrv's reputation and discouraged intermodal shippers. 

First was senice speed and reliabilitv. ITie railroads simply weren't fast enough or 

dependable enough to compete wifli the speed and dependability- of the smgle tmck with its 

dedicated driver or driver team. 

The second was cargo damage. A tram of flatcars carry ing intermodal trailers would be 

subjecl to slack action, the run-in and run-out of the slack in the couplers and draft ge,'̂ r of the 

intermodal flat cars each lime the train picked up speed or slowed or stopped. These impacts could 

be damaging, especiallv if your trailer was towards flie rear of flie train. The effect could be much 

the same as if a tmck dnver, on a cross-country run. would, several times a day, back the trailer to 

an abmpt stop by hitting a stone wall at up to 4 mph. In flic process, damage lo cargo was a distinct 

possibility, and in the world of experienced traffic managers, a carrier that is very likely to damage 

freight is no bargain, no matter how cheap its rates. 



APL tackled these two drawbacks and overcame them Tlie stack cars it helped design 

consisted of articulated units that had no slack, or loose motion, between the platforms, and ver>' 

limited slack between cars. Their low center of gravity reduced sway and oscillation, providing a 

ride which was even smoother, and more damage-free, than the trucks could provide. Reliability 

and speed were tackled by developing a critical mass of traffic to support dedicated trains, or 

scheduled blocks, and then working attentively with the railroads to maintain consistenl. reliable 

pertormance. As a consequence, the stacktrain became fully competitive from a service standpoint 

with the long-distance tmcker, and the advantageous economics of the stacktrain helped swing 

long-haul traffic back onto the rails. The nation's shippers benefitted by reduced transportation 

co.sts, greater equipment supply, and enhanced competition. 

APL undertook the business risk of committing to raifroads to deliver volumes of traffic in 

retum for dedicated train senices and rates that reflected the efficiencies of the block tenders that 

APL would make. 

To the public, through independent rail intermodal marketing companies ("IMCs"), APL 

offered a seamless transportation service that moved from railroad to railroad under the single 

responsibility- of APL, creating a national network under APL's barmer. APL offered a service 

package that included the container, a slot on a scheduled train, and dependable and fast service. 

All this was otiered at a price that reflected the benefits of APL's volume contracts with the 

railroads, and provided constant monitoring and instant tracing capability- for each container which 

APL moved. 



APL's efforts thus provided the IMCs with a wholesale stacktrain sen ice wifli major 

service advances and cost savings. Their altemative procedure would be to oblain a container from 

a non-affiliated leasing source, and contract with one, two. oi three railroads separately foi die 

transportation whi^h each would provide. The IMC would then follow the shipment from railroad 

to railroad, monitoring the interchanges to make sure they took place in a timely manner and 

getting on the phone, telex, or e-mail when they did not, and then make sure that the destination 

line had the container imloaded and available at flie time expected by the delivering drayman. And 

when all fliis had been done, flie cost savings, if any, would be small compared to the 

inconvenience and risk of delay vvhich separate convicting, and separate responsibility of the 

transpt)rtation providers, entailed. 

The APL innovation thus provided monitored single responsibility service which was 

indifferent to railroad interchanges. Two- and three-line rail hauls under APL responsibility were, 

to the shipper, no different from single-line hauls. While others stmggled to achieve a seamless 

transportation senice for flie shipping public, APL Stacktrain Senices produced it every day. 

It should not be necessary- to dwell at length on the benefits to the public that the APL 

Stacktrain Service has produced. APL was the risk-taker who pioneered in bringing the elements of 

transportation together, offered single responsibility, and undertook the risks of equipment 

ownership as well as the risks of generating a sufficient traffic volume to keep the participating 

railroads satisfied with their revenues and motivated to provide high levels of service reliability. 



Since 1984. the domestic intermoda! transportation market has changed rapidly and has 

grown dramatically. The first doublestack trains began that y ear, carry ing 40-foot containers which 

were used for both intemational and domestic cargo. Roughly two years later. 48-foot containers 

were introduced by APL to handle purely domestic cargo. Two years after that 53-foot containers 

vvere introduced by- APL to help expand the domestic market. From being an adjunct to the 

international market, doublestack service rapidly became an attractive altemative for the domestic 

shipper. 

This is demonsfrated by flie increasing volumes of containers and trailers shipped 

inlermodally, volumes which have grown significanfty each year. In 1995. 7.7 million intermodal 

shipments were made, according to the Association of American Railrcnjds. In 1996. that number 

was over 8 million and in 1997, it is projected to be over 9 million. 

It is also demonstrated by the decreasing use of trailers in TOFC/COFC serv ice. Starting in 

about 1990, as trailers were taken out of service, they were not replaced at the same rate. On the 

other hand, Uie size ofthe national container fleet has increased rapidly. Berween 1996 and 1997 

alone, the Intermodal Association of North America reported that the number of trailers had 

declined 3.2% while the number of containers had grown 15.8%. In 1994 tniilers made up 40.2% of 

the intermodal loadings with containers making up 59.8%. By 1997, trailers had decreased to 

36.1% of the total fleet with containers reaching 63.9%. That trend is predicted to continue. 

With this increase in doublestack container transportauon came an increase of competition 

into the intermodal transportation market. The nation's railroads expanded their doublestack 



service offerings to their customers, either working directly with the beneficial owners of cargo or 

with their agents, the IMCs. Some ocean carriers have develof)ed their own stacktrain operations, 

often through U.S. subsidiaries, to handle their domestic transportafion. In order to make such 

operations economical, these stacktrain operators also solicit business from other ocean carriers 

who do not have their own stacktrain operations and compete for purely- domestic business as well. 

There are also independent stacktrain operators, such as Interdom. These stacktrain operators all 

compete in the principal market lanes. Of course, the largest stacktrain operators are APL and 

CSXl. 

Tmckers such as Schneider, J.B. Hunt, Wemer and Swift also have realized the value of 

doublestack rail senice, and they now utilize intermodal rail service as part of their offering to their 

customers. RoadRailer equipment is used by both Triple Crown Service Company, a subsidiary of 

Norfolk Southem Corporation ("NSC") and by Swift Transportation, a motor carrier headquartered 

m Phoenix, AZ, to sene mtermodal traffic. 

The result of all this is fliat there are multiple levels of competition in the mtermodal 

environment. Railroads compete with other railroads. Railroads compete with tmcks. Over the 

road tmcLs compete with tmcks utilizing rail intermodal service. Stacktrain operators compete 

with other stacktrain operators, with motor carriers and with rail carriers. IMCs compete with each 

other and with motor carriers. 

As an example. Beneficial Owner ABC has a shipment to make from X to Y. ABC can 

select between about ten IMCs to handle its business. Each of those IMCs is in turn leveraging the 



competition between APL, Buriington Northem and Santa Fe Railway Company, CSXl and Union 

Pacific Railroad Company's EMP program for rates, equipment and service to handle that business. 

The IMCs will play each of the railroads against each other and against APL. Shipper .ABC can 

also select from among high-service motor carriers who can offer over-the-road tmeking or from 

among the three or four motor camers who compete for the business offering intermodal senice. 

The motor carriers compete bofli among themselves and also with die IMCs. The IMCs both work 

with motor carriers offering substitute tmck brokerage senice and compete vvith the motor carriers. 

The result of fliese multiple levels of competifion is that intermodal u-ansportation is highly 

dynamic. APL consistently offers new products, new services, and new equipment. Indeed, APL 

makes the market; our competitors copy it. They are able to quickly replicate APL's innovations at 

lower prices because they bear no risk in innovation and no development costs. In such a highly 

competitive markeL price is the most significant factor, and prices have been declining as 

competition has increased. If an intermodid transportation provider has significantly higher costs 

or a sen ice disadvantage, it will not sunive in such a highly competitive market. If APL cannot 

obtain competitive rates, il will no longer be able to introduce innovative products and senices; that 

result will direcUy affect competition in the intermodal market. That is why it is critical to APL to 

be able to negotiate QOW with CSXT and NS and why it cannot be bound to its Conrail contract 

while APL's competitors are free to negotiate wifli these two rail providers for rates and service in 

the Northeast. 



APL and CSXJ 

With regard to the stacktrain segment of" the market, successful innovators produce 

emulators, and thus after APL Stacktrain's successful launch CSXl followed in APL's footsteps, 

duplicating APL's coverage between pnncipal traffic centers, but wifli one importani difference. 

Unlike APL, which is independent of the railroad industry and owes allegiance to no single 

railroad, CSXl is owned by CSX, which also owns CSXT. Today. APL and CSXl are the two 

nalional stacktrain operators, competing head-to-head in every major transportation corridor in the 

United States. My Exhibit "A" is a schematic diagram showing the APL and CSXl terminals m 

Conrail territory, the primary stacktrain service lanes operated by each, and the primary westem 

terminals with which the services of each company connect. 

CSXI's personnel are alert, aggressive, and tough compefitors. The two companies solicit 

the same accounts. CSXl watches APL's business closely, and is quick to move in if it senses any 

weakness in APL's relationship with a customer. 

Outside CSXT's territory, where the rail operators are neutral to both providers, we believe 

APL is currently ahead in traflfic v olume and customer acceptance. We also know that we cannot 

afford to rest for a moment, because the field of intermodal transportation is volatile and intensely 

competitive. 



Why Ihe Transaction, as now Structured, will Suppress Present and Future Competition 

From the foregoing it should be appareni that any plan that places CSXT and CSXl in 

unfettered control of APL's services or costs would destroy APL s ability to compete effectively in 

any traffic lane in vvhich A\PL must rely on its competitor. 

This point should not require an extended demonstration. APL's services in the Northeast 

rely- upim Conrail, a willing and cooperative paroier. to move our cars and trains, and to provide 

support senices for our temiinal operalions. Mr. Peter K. Baumhefner describes the operating 

support vvhich Conrail gives APL. including the tightly-controlled schedules and terminal container 

transfer times ("toupee and filet" senice). the management commitment to move APL's traffic on 

schedule, and the innovative responses of Conrail's managers when problems arise. I shall not 

repeal his points here. 

Visualize, if you will, that the responsive, cooperative rail service provider is replaced by 

our prime competitor. 1 do not know if CSXT will claim that CSXl operates autonomously, but we 

do know fliat in our context, it doesn't. Specifically we know that CSXl competes with APL for 

freight moving in 48-foot and 53-foot domestic containers as well as for the business of third party-

ocean carriers. From our perspective CSXT and CSXl are one and the .same, because CSXT has 

delegated to CSXJ responsibility for dealing with stacktrain operators such as APL on all matters of 

the sen ice relationship, including rates, schedules, sen ice, and complaints. 

If APL wants a schedule change for a CSXT service, we would ask CSXL If we want a 

new- rate, we would ask CSXL If we would have complaints, we take them to CSXJ. If we want a 
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favor, we would ask CSXl. In each case we are required to deal directly with our pnmary-

competitor. I hope I don't have to go into detail to make mv point, because the very structure of 

that relationship- havmg services rationed to you by your prime compefitor- by definifion 

eliminates competition. CSXT and CSXl might make a strategic decision to keep APL alive but 

powerless in the controlled market, but .APL's role thereafter in that market woidd not and could 

not be innovative, pace-setting, or aggressive, and APL's market share would be limited to 

whatever CSXT and CSXl would tolerate. From the standpoint of a strategic planner, any scheme 

which would allow your primary competitor to control your market share means that a business 

cannol afford to take risks or make significant investments in that market. 

CSXT would no doubt argue that if it took over all or part of the APL-Conrail contract it 

would continue to give APL whatever the contract required it to supply, so that APL has no cause 

for concem. Bul APL did not negotiate a contract with CSXT. it negotiated with cooperating 

partner Conrail, and much was left unsaid because we did noi have to spell out every detail we 

expected Conrail to attend to as part of the overall service. Substitution of CSXT drastically alters 

the relationship, and would give us a partner who, when presented with a new challenge or request, 

instead of responding "let's see what we can do", may well respond with, "let's see what flie 

contract says I have to do for you". 

By drawing attention to the stmctural impossibility of keeping competition alive if CSXT 

takes over the imchanged APL-Conrail confi-act. I do not mean to imply that CSXT could not be an 

effective service provider for APL. I am sure that it is possible to negotiate a contract to substitute 

CSXT for Conrail vvhich will alleviate APL's concems. But it would require carefiil attention to 
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detail and express statements by CSXT as to the responsibilities il would accept, and clear 

provisions for summary enforcement of remedies should CSXT fail to perform. However, that 

contract is not in place today. 

1 have been told that section 2.2(c) ofthe Tran.saction .Agreement allows CSXT and NS to 

divide the APL contract without input from APL. 1 believe that as a consequence, a large portion of 

the contract will probably be taken ov er by CSXT. vvhich leaves me incredulous. It is as if United 

.Air Lines were abmpfly told lhat all its senices east of Chicago, to New York. Philadelphia 

Boston. Washington, etc.. would from now on be flown by pilots from American, with American 

Airlines to provide all terminal sen ices, baggage handling, food sen ice and special meals, aircraft 

towing and de-icing, confrol tower services, and aircraft maintenance. Were that to come to pass, it 

is a sure bet that, if Uniied is number one in any of those markets, it wouldn't be six months from 

now. 

This brings me to a comment on the effects on APL if Applicants' transaction, including 

CSXT's assumption of responsibility for pertbrmance in APL's major markets, is adopted Mr. 

Baimihefher has explained the importance ofConrail's flexibility, and route options, in maintaining 

schedules. That will be lost with CSXT and NS partitiomng Conrail. WTien lines are overloaded 

APL will just have to sit and wait in line with all the other trains. The heavily-congested and 

tfequentiv overloaded River line, which CSXT proposes to use for its intermodal trains to South 

Keamy , will have more traffic added to it and will become imsuitable for intermodal or other 

premium service, and APL's trains will routinely sit and wait in line and miss commitments. The 

nevv, slower, more complex interchange at Chicago wil! aggravate the process. 'Jse of CSXT's 
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single-track line easl of Chicago will siow the APL fi-ains even more. Operattonal uncertainty and 

congestion in the shared as.sets area will add to the impediments facing the APL trains. As Mr. 

Baumhefner points out. the delays that .APL trains encounter will not necessarily be experienced by 

CSXl stacktrains. for railroad management still has the power to establish priorities for handling 

trains through areas of congestion, up to the poinl that gridlock threatens and all trains must be 

treated equally in order to keep the line open. Put fliese factors together, and APL faces the prospect 

for its stacktrains that the clock vvould be rolled back, to before stacktrain. back to the days when 

shippers viewed rail service as erratic, unreliable, and undependable, and looked to the tmcks when 

transit lime mattered. Applicants' proposal, as it now stands, means destttiction of APL .stacktrain 

as an effective competitor. 

The situation could be salvaged, if the Applicants would only talk to us, enter into 

negotiations, and work out plans for maintaining .APL service while allowing them to carve-up 

Conrail. Since they won't do fliis, the Board must step in, and require Applicants to negotiate flie 

details of an appropriate replacement sen ice. We're ready and willing to talk. We want to work 

wifli fliem. We're not fry ing to be obstttictionist. Wt have many ideas to presene APL's existing 

rights and still allow Applicants to pursue their division of Conrail. 

The Impact ofthe CSXT-NS Partition on Future Market Opportumties 

In the pa«t APL has worked effectively with Conrail to develop new- opportunities and new 

markets. Some of these opportunities produce results; others haven't. But Conrail has always 

been willing to work with us on them. 
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One potential market which has been a stmggle in flie past for rail but which now has flie 

potential to provide significant market share is die 500 to 750 mile second-moming tttick market. 

APL has smdied fliis market over flie years and has worked wifli Conrail on this market in flie past. 

Alfliough prior attempts have not been totally successfiil. flie market is rapidly changing. The 

tmeking industtA' has been under increasing pressure in recent years, flie effect of which is to curtail 

flie supply, and raise flie cost, of dticking. Capital costs, insurance costs, fuel prices, driver pay, 

and state and local taxes on tmeking are rising. At flie same time, flie proven advantages of 

stacktrain service have become established in flie shipping communit) . Shippers are more 

receptive to using stacktrain senice when it is time- and cost-competitive. 

The 500 to 750 mile second-moming truck market is a market which bofli CSXT and NS 

have expressed interest in entenng. Of flie top 50 tt-affic lanes in flie 500-750 mile mileage bracket 

as determined by flie Transearch Data Base. 48 are now- served by Conrail at origin, destinatton. or 

both. The potential is there. 

W ifli Com-ail, our friendly parmer. APL could v enUire into fliis market once again, working 

to develop programs to move fliis business from ooick to rail. Wifli CSXT as APL's rail provider, 

such a result is unlikely for several reasons if CSXT" and NS are allowed to simply partition APL's 

current Conrail contract. First, flie present Coriraii conttact does not require Conrail to operate new 

service programs not currently set forfli m the contract. Second, CSXT is much more likely to use 

its own subsidiary , CSXl. to promote rail intermodal compettfion in fliis new market flian to work 

with APL on developing new programs. 
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This is jiLst one example of the rea<=on why APL needs to be able to negofiate with CSXT 

on an independent basis; in order lo take care of APL's existing and future needs. It must build 

protections into any arrangement it has with CSXT or .APL will be unable to offer the irmovative 

competitive programs for which it is jusfly known. 

I see Applicants' proposal as suppressing new- stacktrain competition at the latent stage, 

betbre il ever has an opportunity to develop, and retarding its development by several years. WTiile 

we are rightfully conce.med over the impact of Applicants' proposal on present service and 

operations. I believe the Board should also be aware of its suffocating effects on potential stacktrain 

competition in the northeasL and should be supportive of all efforts of stacktrain operators such as 

APL to keep service expansion and innovation alive. 

As a first step, that requires freeing us from the involuntary linkage to one or another 

purchaser which Applicants ha' . proposed in the transaction. See Exhibit E. the deposition of Mr. 

McClellan. 

Next. APL mast negotiate replacement contracts with NS and CSXT. after thorough 

exploration of our service needs, and a mutually clear imderstanding is reached as to what the 

replacemenl contracting railroad will do for us. This negofiafion must precede any attempt to 

substitute another railroad for Conrail. 
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VERIFIED STATEMENT OF PETER K. BAUMHEFNER 

My name is Peter K. Baumhefner, and I am Director of Stacktrain Operations fbr APL Land 

Transport Senices, Inc., a subsidiary- of .APL Limited ("APL "). I am accountable for the 

perfonnance of APL's stacktrains in North America which run on the following primary rail 

carriers: Canadian National Railway, Consolidated Rail Corporation ("Conrail"), Transportation 

l erroviara Mexicana Nortblk Southem Railway Company ("NS"), and Union Pacific Raifroad 

Company ("Union Pacific" or "UP") (including flie Soufliem Pacific Transportation Company 

("Soufliem Pacific")). Fnt primary stacktrain routes are depicted on Exhibil "A". 

My office at APL's headquarters in Oakland, Califomia is staffed from 03:00 hrs. to 23:00 

hrs. every business day, 07:00 hrs. to 19:00 hrs. on weekends, and outside those hours a staff 

member is always available via pager and cellular phone to deal with emergencies. We are an 

operating bureau which works directly wifli flie operations centers and comdor managers of our 

contractine railroads, and we continuously monitor the progress of our trains and containers as they 

move across our extensive stacktrain system. 

My career in transportation started in 1971. After graduation from the University of 

Califomia at Los Angeles. I joined Southem Pacific's Operating Department as a Train Order 

Operator. I was promoted tu Train Dispatcher and worked high-density single track lines in 

soufliem Califomia some of which had centralized traffic contt-ol. and some of which were 

dispatched manually by train order. 1 next enlered management as Assislant T rainmaster, and was 

successively promoted to Assistant to Superintendent. Assistant Terminal Superintendent, Terminal 

Superintendent, and Assistant Supenntendent - Operauons. My experience included responsibility 

for terminal operations, classification yards, senice to industties, and management of line 

operations, fliroughout Southeiri Pacific's routes in southem Califomia. 



In May, 1985, I joined APL. .My career at APL has included posittons related to 

Marketing. Transportation Purchasing, and Intennodal Of)erations, largely working with our 

railroad providers on operational issues, until my appointment as Director of Stacktrain Operations, 

when this became a fuU-Ume responsibility. 

Exhibil "B" is a schematic diagram of APL's northeastem United States service network on 

Conrail. Conrail is the rail carrier that APL uses to connect the following 15 primary point pairs in 

the Northeast: 

(1) Chicago - Boston, MA 

(2) Chicago - Springfield. MA 

(3) Chicago - Cleveland, OH 

(4) Chicago - Columbus. OH 

(5) Chicago - Baltimore. MD 

(6) Chicago - Allentown. PA 

(7) Chicago - Pittsburgh. P.\ 

(8) St. Louis - Cleveland. OH 

(9) Chicago - Worcester. MA 

(10) Chicago - Syracuse. NY 

(11) Chicago - Toledo. OH 

(12) Chicago - Soufli Keamy. NJ 

(13) Chicago - Monisville (Philadelphia), P.A 

(14) Chicago - Harrisburg, PA 



(15) St. Louis - Columbus. OH. 

The APL terminal at Soufli Keamy. NJ. known as APINY, is dedicated to APL's 

operations. APL performs all terminal operations itself except for switching. It has invested $17.5 

nuilion for cranes and container handling equipment to serve the facility. APINY is a key factor in 

the efficient operation of .APL's stacktrain senices in the Northeast. 

All ofthe rail links described above are operated under Conrail's undivided responsibility. 

The basic service plan which APL and Conrail have developed over the years provides dedicated 

tram schedules for APL key ed to flie westem gateway connection at Chicago with Union Pacific. 

Currently Chicago is our principal gateway, with St. Louis largely used for repositioiung 

movements. 

Exhibit "C" is a schematic diagram of the interchanges at Chicago. UP intermodal trains 

from flie west make a righl tum at Rockwell Junction, and if terminating, go to Global 1, where 

APL's Chicago operations are located. All dedicated .APL through ttmns for South Keamy, the 

TV 200-series trains on Conrail. do not terminate at Global 1 (although they may set out blocks 

fliere), but continue 2.5 miles further to Ashland Avenue. Conrail's yard, where they are positioned 

for a straight exit from the Chicago terminal area eastward on Conrail's main line. 

A very important aspect of .APL's service ihrough Chicago is the avoidance of intemiediate. 

bridge, or terminal operators, with the exceprion of 2.5 miles of joint track used between Global 1 

and Ashland Avenue. Our line-haul carriers have direct access via direct routes, both to each other, 

and to Global I . which is indispensable to dependable, rightly-scheduled performance. 



From Chicago east. Conrail operates three primary run-through dedicated .APL O-ains, and 

APL feeds traffic to fliree back-up Conrail trains. The premier Q-ain is TV-200, a dedicated APL 

double-stack train which usually operates on Conrail's former New- York Centt-al water-level route 

via Toledo, Buffalo, Syracuse, and Selkirk (Albany), and then follows the former New York 

Central Hudson River Line (west side) to the New York terminal area and to APL's own 

intermodal rai! terminal, APIN\', at South Keamy, New Jersey. It performs no intermediate work 

en route, olher than that required for operational purpo.ses. 

Operaling on the same route, but providing intermediate service, are trains TV-202 and TV-

204, doublestack trains which set out blocks at Syracuse for what is referred to as the Conrail "filet 

and toupee " (Operation, a temiinal sen ice in which doublestack cars are single-stacked for cleaiance 

reasons and contuiue via ttains rV-I4 and TV-6/8W to provide service to Springfield. Worcester, 

and Boston. APL Chicago traffic destined for Nevv York which misses any of the preceding 

connections can be forwarded on a back-up train. TV-78. which provides back-up senice to 

Conrail's Keamy facilit>'. Back-up senice to Bo.ston and Syracuse is provided by train TV-24. 

The second primary group of trains covers eastem points from Philadelphia and Allentown 

south to the Baltimore-Washington area. The primary Conrail train is TV-2M. which operates from 

Chicago via Cleveland. Pittsburgh, and Harrisburg to Momsville (Philadelphia). This tt^n also 

sets out cars for a Baltimore connection at Harrisburg. a block of doublestack cars for a "filet and 

toupee" sen ice by Conrail tenninal forces to reduce the block to single-stack for train TV-26 and 

the restricted clearances to Baltimore. Chicago also originates a train in Chicago destined for 

Marysville. Ohio, (auto parts), and Columbus, identified as TV-220. In addition, APL gives 



Conrail a number of containers each day from mixed rail cars arriving at Global 1. containers which 

are drayed. ô  "mbber-tired", to the Conrail terminal. Some of the containers on the mixed cars 

will be delivered locally in the Chicago area and others will be destined to other points in the 

Northeast. The latter are placed on chassis and drayed to Conrail's 47fli St. tenninal, where Conrail 

will load them on stackcars for Eastem intermodal terminals. 

A similar network operates in the reverse direction, from Northeast origins back to Chicago. 

The operating pattem I have described makes use of Conrail's multi-track, high speed, main line 

from C hicago to Cleveland, after which Conrail has optional routings available to east coast 

terminals The primary route to South Keamy follows the former New York Central water-level 

route via Selkirk (Albany) and down the west side of the Hudson River, wiih an altemate route 

via the former Pennsylvania Railroad going through Harrisburg. Morrisville. and the soufliem 

portion of New Jersey. The latter route is the primary route for Morrisville (Philadelphia) and 

Baltimore traffic. Tliere is also a third option used by Conrail to the New York area called the 

"Southem Tier", which extends from Buffalo and the former Erie-Lackawarma line through 

Elmira to the greater New "V'ork area. 

The present APL network on Conrail is the product of y ears of joint effort and hard work 

by both Conrail and .APL personnel. It is tightly coordinated, and Conrail has made the timely, 

scheduled movement of APL traffic in accordance with design standards a management priority. 

I wo examples: the terminal handling time for the "toupee and filet" trains is as tight as you will 

find in the railroad industry-, considering the work tha« is done at each terminal. At Syracuse, 

train TV-202 is scheduled to amve at 15:00 hrs. Boston cars are switched ouL taken to the 



container handling track, the top layer of containers lifted off and reloaded onlo waiting cars, the 

now single-deck Boston cars are then switched into train TV-14. mechanical inspections and air 

tests are performed, and train TV-14 departs al 17:45 hrs.. less flian three hours after the arrival 

of TV-202. Becau.se of this tight schedule, the containers vvill be available for next moming 

delivery in Boston. 

Al Hanisburg we have a greater time allowance because the scheduled running time 

allows a later departure from Harrisburg. but the station time requirements, switching out. lifting 

off, reloading, making up the outbound train, completing mechanical inspections and air tests, 

are consistently less than five hours. 

To those who have not had firsthand experience with rail yaid operations these times may 

not seem striking, bul experienced yard operators who know the time-consuming steps that are 

involved in performing what I have described, and the many opportunities for losing minutes at 

each stage ofthe process, these times arv impressive. And under normal conditions Conrail meets 

these commitments with a high degree of reliability. 

The relationship of die Conrail and APL personnel who are both v orking to meet the 

agreed performance standards is close and cooperative. As we have built the system, and have 

leamed its sttengths and its sttess points, we have together developed early recognition of potenfial 

complications and the l>est preventtve responses. Each moming at 11:00 hrs. eastem time we have 

a phone conference with the operations managers in Conrail's "Blue Room" in Philadelpliia in 

vvhich we go over the expected lineup of the day's stacktrains from the west, and discuss tentative 

plans for the next 24 hours of operation. Al 14:00 hrs. eastem lime we confer again on the fmal 



plan, and about 19:00 hrs. eastem time we confer wiih the evening managers on progress and any 

problems. In event of serious problems, we proactively work together on the phone at any hour of 

the day or night. 

A good example involves congestion on Conrail's River Lme on the west side of the 

Hud.son River. Now largely single-tt̂ ck. this line from Selkirk (Albany) south to flie New York 

City-New Jersey terminal area is heavily congested, and is currently the source of about 75% of 

our train service delays on Conrail WTiether the line is going to be fluid at times when our trains 

are scheduled to operate is always a concem. With increasing frequency, the Conrail managers will 

propose to reroute a given day's train or Q n̂s over the fomier Pennsylvania line, via Harrisburg. 

and will give us a commitment to keep to schedule it they do so. This has recenfly been a 

regularly-used "escape valve" and vvith the Conrail managers' commitments to follow the rerouted 

train and give it good handling, schedule reliability has been maintained on the altemative route. 

Recently the Conrail managers have also propxised using the former Erie-Lackawanna line 

for some of our Chicago - New \'ork movements, and we have agreed that whenever it makes 

sense for them operationally and we can maintain our schedule commitments lo our customers 

Conrail is free to do so 

Tliere are two lessons in this. First. Conrai's preseni system has inherent flexibility 

through flie availability of altemate intemal routes, and use of those routes has been critical, in 

times of congcstton. to maintain sen ice pertbrmance. Second, and equally important. Conrail's 

managers are committed to maintain high serv ce standards for APL traffic, and will not hesitate to 

take innov afive steps to do so. 



Given the nature of flie working relationship betw een flie two companies and its importance 

in maintaining flie present pace-setting pertbrmance fliat APL provides, 1 v iew wifli grave concem 

the dismptions and dislocations which will follow flus transaction. I would be concemed at even a 

minor dismption such as a change of management and its effect on currently agreed-upon working 

priorities, bul whal is proposed here is the complete dismantling of a smoothly-funcdoning, well-

tended ttansportation machine, and its replacement with two separately-operated, competing-

we're not sure what, as NS and CSX Transportation. Inc. ("CSXT'), joinfly referred to as 

".Applicants" haven't completed flieir plans for die ftiture handling of APL's traffic, and are 

apparently negohating flie details of die blueprint. See Exhibit E, excerpts from flie deposittons of 

Mr. Orrison, Mr. Mohan, and Mr. Hart, and Confidential Exhibit F, Applicants responses to 

discovery. 

TTiis is more sunply disturbing, it is alarming. The more I leam of U:e details, or lack of 

them, of Applicants' ftiture plans for APL's Northeast senice, flie more convinced I become lhat 

implementation of the operating features of the iransaclion should not be undertaken before a 

replacement service program has been negotiated beiween CSXT and APL and NS and APL. Let 

me give several examples to illustrate my concems. 

Under Applicants' plan the lines on which the APL volume stackcars now operate would be 

divided; the potential routing of APL traffic is varied: 



(1) Chicago - Bosion: 

(2) Chicago - Springfield: 

(3) Chicago-Cleveland: 

(4) Chicago - Columbus: 

(5) Chicago - Balttmore: 

(6) Chicago - Allentown: 

(7) Chicago - Pittsburgh: 

(8) St. Louis - Cleveland: 

(9) Chicago - Worcester: 

(10) Chicago - Syracuse: 

(11) Chicago - Toledo: 

(12) Chicago - South Keamy: 
(NYC area) 

NS or CSXT tr/rts' on NS to Cleveland, ilzen CSXT 

NS or CSXT tr/rts on NS to Cleveland, then CSXT 

NS or CSXT tr/rts on NS 

CSXT 

NS or CSXT tr/rts on NS to Cleveland, then NS 

NS or CSXT tr/rts on NS to Cleveland, then NS 

NS or CSXT tr/rts on NS to Cleveland, then NS 

CSXT 

NS or CSXT tr/rts on NS to Cleveland, then CSXT 

NS or CSXT tr/rts on NS to Cleveland, then CSXT 

NS or CSXT tr/rts on NS 

NS or CSXT tr/rts on NS Cleveland, then CSXT, 
then Shared Assests operator 

Alternate #1: .same to Cleveland, then NS via 
Harrisburg to Trenton Line, then CSXT or NS tr/rts 
on CSXT to Shared .Assets operator 

(13) Chicago - Morrisville 
(Philadelphia): 

Alternate #2: same to Cleveland, then NS to Buffalo, 
then Erie Line via Elmira to SharedAssets operator 

NS or CSXT tr/rts on NS to Cleveland, then NS 

(14) Chicago - Harrisburg: 

(15) St Louis - Columbus: 

NS or CSXT tr/rts on NS to Cleveland, then NS 

CSXT 

trackage rights 



fhe actual options may be less than indicated, as Applicants propose to unilaterally div ide 

APL's contract business. Under the plan of allocation. Boston will be served exclusively by CSXT, 

and NS will exclusively serve Harrisburg. .Allentown. and Pittsburgh. It seems likely tnat the 

carrier wilh flie exclusive right to sen'e the destination would claim the entire haul. 

Note the number of services employing the multi-track Conrail main line between Chicago 

and Cleveland, which is to be an NS line, subject to limited trackage righls by CSXT. As 1 

understand it, CSXT will not enjoy unlimited use. but is restticted to a certain number of frains per 

day in each direcUon on these trackage rights, and there is no reason to believe that CSXT would 

want lo give any particular number of those slots lo APL. We mighl. indeed, be fortunate to secure 

just one. I-Acn fliat does not assure equivalent service, for we have found lhat tt-ackage rights 

tenants' ttains often are not given the degree of attention and priority- that the tt^ack owner's trains 

will receive. 

fhe ttains fliat CSXT did not run on the multi-ttack line to Cleveland would be shunted to 

CSXT s largely single-ttack hne to the south, a line that needs double-ttacking. and many 

improvements, before i l can come cloLe to matching the pertbrmance capability ofthe Conrail line 

which we now use. 1 am adv ised fliat CSXT has started an extensive program of upgrading, which 

I am pleased to hear, but 1 also understand lhat it will not be completed until long after Applicants 

propose to consummate their transaction. 

We are also very concemed at the future traffic congestton on the former New York Central 

River Line between Selkirk (Albany) and New York and North Jersey. .Actual performance today 

suggests insufficient capacitv lo regularly handle, day m and day out, lime-sensittve intermodal 

traffic. Some days it can, and other days it can't, at least nol wilhout inttoducing serious delay. As 
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I earlier explained, Conrai! has been working around the pn>blem for us wiih altemative routings as 

necessary on the former Penn.sylvania line v ia Harrisburg. CSXT will not have that capability since 

the Pennsylvania line will be conttolled by NS. Worse. I am advised lhat Applicants contemplate 

an increase in ttaflic on the River Line after the acquisition, and have not submined plans to 

upgrade this line in any significanl way. 

I am very concemed at the as-y et unclear details for the New York - New Jersey shared 

assets operation. This terminal area has a reputation for vulnerabilitv- lo congestion and delay even 

imder Conrail's single management, and yet it is now to be operated as a joint facility, 

accommodating an increased number of ttains. and serving two "masters". I say "an increased 

number of ttains" even without reference to the detail in the Applicants' operating plan, because as 

a former railroad manager I know lhat both companies, CSXT and NS, will each try to replicate the 

range of intemiodal ttain sen ices provided by Conrail. and this means inevitable duplication. And. 

even if there is no increase in total ttaffic volume, I know, as a former railroad operaling officer, 

that taking the same volume of traftlc ihrough a given terminal area and handling it in twice the 

number of ttains. is going to mean more congestion and delay. 

Today all terminal senices for APL in the New York City area and South Keamy are 

provided by Conrail under single responsibility. We already know, from our experience at olher 

terminals such as the Los Angeles Harbor area tliat inttoduction of a third party operational enttty 

between APL and the line-haul carrier could be. from APL's standpoint, operationally undesirable. 

The intermediary , which may be working under severe budget constraints imposed by its owners, 

lacks the same sense of prionlies and is never as flexible as the line-haul carrier when it comes to 
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doing more than the minimum that it is required lo do under the operating plan prescribed by its 

owners. This situation will oe exacerbated in the Shared Assels Area because the operator of the 

Shared Assels Area will be responding to the sometimes conflicting needs of two railroads. The 

focus of the operator will necessarily be divided between its two customer-owners. TTie result will 

be that APL will lose the benefit of the single conttol which Conrail now provides. 

Today, at Soufli Keamy, if we need an extra swilch because of a mechanical problem on a 

car, or need more cars brough' in from support ttacks outside the yard to accommodate oulbound 

loads, Conrail responds promptly. What Applicants ai-e proposing for APL after the i'cquisition is 

not yet clear. lUid prior experience with joint agencies in similar situations leads mc lo expeci 

frouble ahead. .Nothing has been worked out. There is no agreemeni in place. TT ere is no 

definition of responsibilities or commitment as lo what the operator will be expectec to do. 

Applicanis apparently expect us lo take on faith the as:.uTan:e fliat fliey will somehow work things 

out. We can't take this assurance on faith. Our business depends on timely and consistenl terminal 

support and switching senices. and we must know what is going t) be done, and how we can 

require pertormance if the operator does not live up to its promises. 

The future Chicago interchange situation is also troublesome. 1 earlier noted that both UP 

and Conrail have track access lo APL's oyierations at Global I . They also have a direct access to 

each olher at Ashland .Avenue. 2.5 miles from our Chicago lemiinal, and operate run-through trains 

of APL traffic, back aiid forfli between Union Pacific and Conrail, direclly. CurrenUy, trains can 

sel out Chicago destined cars at Global I while en route to the direct interchange vvith Conrail. For 
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flie overall flexibility and efficiency of operations, lo interchange, to pick up, and lo set out. the 

APL sen ice is probably urmialched in flie Chicago terminal area. 

Parenthetically I want to note thai this was not a matter of luck '-ut the deliberate result of 

careful pkuining by APL. This same intensive planning effort is responsible for die location of the 

APL facilities at other locations on Conrail. Boston and Morrisville are particulariy good examples 

of facilities centrally localed for flie needs ofour customers. However, each APL facility has been 

localed with Conrail sen ice in mind, and the partition of Conrail with tfie consequent introduction 

of impediments lo reaching our temunal operattons. is a matter of concem. This means nol only 

the Shared .Assets lerminal area of Neŵ  York- New Jersey. but also new- joint use of ttackage 

sening Viomsville. Columbus. Cleveland, and Baltimore. 

Under the .Applicant s plan flie .Ashland Avenue yard is assigned to NS. and so in die future 

only irp and NS would be able lo interchange directly in flie most etTicient manner described above 

while sening APL at Global 1 en route. CSXT". on flie other hand, wiil not gain direct westbound 

access to UP or Global I via the current efficient Conrail route. The CSXT terminal is al Bedford 

Park (Exhibit C), adding aboul 8 miles to the inteichange or service to Global 1. but more 

importantly, requiring use of two terminal railroad lines: The Baltimore and Ohio Chicago 

Terminal Railroad Company ("B&OCT ") and The Belt Railway Company of Chicago ("BRC"), lo 

complete the interchange with UP or reach API at Global 1. This intetjects two more railroads into 

die equation, each conttolling train movements, track limes, and track occupancy, in a heav ily -used 

terminal enviromnent. We cunentiy have a clean and relatively quick interchange between I'P and 

Conrail. each with service lo Global 1. bul will not have il wilh CSXT after the Ashland Avenue 
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vard is laken over by NS. Given the additional lerminal running required over the B&.OCT and 

BRt. I estimate thai senice lime requirements for a CSXT to Global I or CSXT to UP run will 

increase by an average of two hours, as compared to the current Conrail routing 

There is anoiher ttoubling asj>ect of the ttan-saciion, and dial is CSXT's insistence that 

operational aspects of senice for stacktrain operators such as .\PL be handled through CSX, 

Intermodal, Inc. ("CSXl"). 1 earlier explained how my depanment works direcdy wilh the senior 

transponation officers at Conrail. We do the same with the olher principal railroads with which we 

work. When dealing with CSXT, however, we encounter an intermediate layer of bureaucracy. 

CSXl is die intermodal subsidiary of CSX Corporafion ("CSX"), and an affiliate of CSXT; it is 

accountable fbr all commercial and operating aspects of intermodal ttansportatton on CSXT. Thus, 

all rates, conttacling. ttain scheduling, intermodal terminal operations and day lo day operating 

issues are hiindled by CSXL not CSXT. .As mentioned in die statements of Mr. Rhein and Mr. 

Courtney. CSXl is a competitor of .APL's domesttc stacktrain senice. With CSXT. therefore, we 

iire placea in the untenable posilion of asking a competitor (CSXl) lo ask our senice provider 

(CS.XT) for whatever it is we need- a fav or perhaps, or something dial is a matter of contract right, 

or some preparation for future business (which CSXl may also want). If vve are able to negotiate 

wifli CSXT over service in substitution for Conrail fliis is one issue which I shall request be 

addressed. We carmot have a competitor standing between us and our service provider. 

I can appreciate Applicants' desire to lock up their transaction as quickly as possible, bul 

from an operaling manager's standpoint 1 urge that it cannot and should not be operationally 

implemenled unlil necessary sen ice details are complete and in place for new operations on Day 1. 
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This means that implementing contracts vvith .API. must be in place, so lhat vve know- whom we 

shall be wo.King with, and what the exact sen ice committnents are going to be. We shoidd nol be 

expected to accept a service program in any- way inferior to that now prov ided by Conrail. 

As part of that connect negotiation APL will need agreement from the operators, whether 

NS cr CSXT. or boflfi, not only on the process, but also on monitoring the implementation ofthe 

process, fhe process is die blueprint, or operaling plan, as to how die new sen ices are to work. But 

as our recent experiences wilh Union Pacific have demonstrated, the process alone is not enough. 

Union Pacific pul, 1 understand, a vast amount of management effort into the development of 

detailed plans for the integration of Southem Pacific inlo its system. 

Unfortunately die operaling side of railroading is replete, every day, with unanttcipated 

events that require immediate handling to conclusion by managers if die ov erall process is to work. 

Il appears lo me lhat the process developed by Union Pacific was overwhehned at certain locations 

by unanticipated problems at Southem Pacific, and the inability to get on lop of them unmediately 

meant lhat die breakdowns spread, until the process itself was in difficulty across the entire system. 

In considering the Union Pacific experience, bear in mind that flie Applicants here - unlike 

Union Pacific— have not yet agreed on a process. let alone how- it is to be implemented and 

monitored. 

I do not want lo see APL's senice in die Northeast commercially destroyed as an 

unintended consequence of Applicants' hasty partition of Conrail. From APL's standpoint 

operationally. Conrail is not ready lo be div ided. The Applicants need to sit down separately with 

us. negotiate dieir respective ftiture roles in the handling of APL's trafiic. and we shall together 
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build not only the process, but the implementation and monitoring procedures needed to assure 

delivery- of a quality transportation product. 

1 imdersland lhat .Applicants have been critical of similar suggestions as premature 

"micromanaging". TTie critics need lo be reminded lhat railroading is a unique business wilh an 

extraordinary number of unconttolled variables. A good working plan, or process, will not succeed 

unless the details are monitored and exceptions anticipated, prevented, or handled immediately if 

lhey arise. This is how consistenl senice is maintained: continuous monitoring, and attentton to 

detail. If Applicants wish to afllx the label "micromanaging" to the process, that is their privilege, 

bul that is precisely how quality sen ice is achieved, and 1 offer no apologies for the practice. 

We are very concerned lhat a failure to "prematurely micromanage" the details - if that's 

what Applicanis want to call it ~ will result in a major "meltdown" in the Northeast similar lo the 

one the westem railroads are expenencing now . At a minimum, we are concemed lhat this failure 

will have a significant negative impact on APL's senice and compeiitive positton in the market. 

The .Applicants appear more than willing to tmnipet flie big ticket items of their propoi;al, such as 

the creation of new competition, but fall w oefully short when il comes to creating an operating plan 

which will give their customers, including APL. comfort that the new operattons would provide 

equivalent senice. Simply pushing such crittcism aside wilh an intended pejorative label ~ 

"micromanaging"- is not an answer. 

I have earlier pointed out a number of congesiion and delay areas which vvill aflect service 

if Conrail is partittoned and APL traffic is required lo use the routes controlled by CSXT. Railroad 

congestion and delay. ui the light to moderately severe stages, does nol aft'ect all traftlc equally. So 
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long as railroad management retains the capabilily to give priorities, traffic that is consciously 

prefened can often be worked ihrough the congestion wiih relatively little delay. Only when die 

congestion becomes so serious lhat management loses conttol. and is forced to abandon priorities in 

order to avoid gridlock, will die congestton affect all ttains equally. This has serious implicattons 

for APL stacktrains cv̂ mpeting for tt^ck space and priority wifli CSXl stacktrains, for it means that, 

under CSXT conttol, CSXl stacktrains may get through die worsening congesUon on CSXT 

unscathed, while APL stacktrains sit in sidings and wait and miss their commitments. 

I am repeatedly importuned by the commercial departments al APL to maintain higher 

performance standards, and to deliver a better transportation service than last monlh, or last year. I 

am constanfly renunded ofthe importance of high slandards of senice, consistently maintained, to 

keep APL in the forefront of die competition. I dread the consequences i f on Transaction Day 1, 

the existing Conrail service dissolves in disarray and vve slowly , painfiilly, start building what we 

can from die mbble. The operational implementatton of flie ttansaction should be postponed unlil 

APL (and ofliers similarly situated) have had a fair opportunity to negofiate wilh Applicanis for a 

ur;w-, jointly-determined, substitute for what Conrail does for us today. 

17 



State of Califomia ) 
) 

County of Alameda ) 

I , Peter K. Baumhefner, being first duly swom, solemnly swear (or affirm) that I 
have read the tbre^wing statement, know die contents thereof and diat the facts iherein are 
tme as staled. 

Sub.scribed and swom to before me at Q)(X-^-kM-r-J)^ i 
day of Ociober, 1997. / 

Notary Public 

i >.«X>>. BEAmCCLBlNER \ 
' ^T^k Comml*>n# 1063758 \ 
1 e t f ^ ^ No»oyM>lc-Co««*i \ 
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VERIFIED :.TA l E.MENT OF ROBERT F. SAPnO 

.Mv >ianie is Robert F Sappio. and I am Managing Director - Eastem Region .North .America 

for APL Limited ("APL") My business address is 100 Central .Avenue S Keamv. NJ, 07032 

I have direcl lesponsibility for domestic and intemational operations, marketing, and sales, for 

APL in the eastem region ofNorth Amenca extending from Toronto and Montreal soulh to Virginia 

I am assisted by a staff of ten Regional Managers or Directors who report to me, and who in tum are 

supported by approximately 160 sales, operations, logistics, and clerical personnel 

The purpose of my statement is lo descnbe the present competitive relationship between APL, 

on the one hand, and Sea-Land Semce, lnc ("Sea-Land"") and its aflSillates. on the other hand, for 

iraftic moving between .Asia ind the Pacific Rim and the northeastem United States I shall also 

describe the specific segment of lhat inarket in which .API. and Sea-Land are the dominant 

competitors 

Mv personal background in iransportation includes 15 vears of experience with .API. in 

positions of increasing responsibilitv in sales, .sales man. gcnienl, logistics, operations, and corporate 

strategic planning I have sened as a regional sales director in the far Easl and was appointed to my 

present position in June, 19'-"'̂  

Sea-Land 

Sea-Land is substantially larger than .APL It cunentiy advertises that it operates a fleet of i05 

container ships, whereas .APL operates 14 ships and charters 26 feeder vessels in the far East operated 

by others Calling at 120 ports in 80 countries, Sea-Land is one ofthe world's leading shipping lines, 

with approximately S4 billion in gross revenues annually Its recent alliance with Maersk Lines, the 

liner shipping unit ofthe ,A P Moller group, a woridwide Scandinavian conglomerate engaged in bulk 



and liner shipping, oil and gas exploration and air transport, adds to Sea-Land's strength as a 

competitor. 

Sea-Land and APL 

VVTiile Sea-Land has more extensive operations, globally, than .APL, it is intensively involved in 

the Asia and Pacific Rim - North America trade, which is /\PL's bread-and-butter business Shippers 

comparing the senice offerings of .APL and Sea-Land between .Asia and the Pacific Rim and eastem 

North America will find the two companies to be fairiy close in number of sailings per month and 

overall transit times Fiom major shipping hubs (Hong Kong, Shanghai, and Singapore, for example) 

each company will list about 30 sailings per month, and half that number from the secondary, but still 

very important, ports Sea-Land s vessels call at United States west coast ports, as do APL's, Sea-

Land's stacktrains oft'er coordinatea cornections to the pnmary eastem markets, as does .APL 

Comparing overall schedules, from departure cutoff until av ailability of the container at the intermodal 

terminal on the eastem seaboard, elapsed limes are fairly comparable Port-to-port times are quite 

comparable, but .APL's closely coordinated terminal operations and tight train schedules help give APL 

a slight edge, overall, in the time-sensitive eastbound market From major ports overall transit times 

will mn in the 16 - 18 day range, and from transhipment ports a week longer .As examples, to New 

\ ork, transit times of .APL and Sea-Land are equal from 'S'okohama and Bangkok, but .APL is I dav 

faster from Hong Kong, 2 days faster from Busan and Taiwan, and 7 days faster from Singapore 

The Time-Sensitive Market 

An uninfomied obsen er. simplv counting the number of containers from .Asia and the Pacific 

Rim landed in the United States and camed to the northeastem states, miuht conclude that APL and 



Sea-Land are not major players, for their combined sha'e is only about 18°o ofthe total market (Sea-

Land 8%, and .APL 10°/b) It might also be concluded- quite mistakenly- that Sea-Land and APL 

must be only two of many participants providing similar senices 

In reality, it is the competition between .APL and Sea-Land, the two combined stacktrain and 

shipping companies, that dominates the time-sensitive market segment 

If the primary objective is simplv cheap transportation, an .Asian or Pacific Rim shipper has 

many choices, with shipping lines large and small, and sailings frequent or infrequent, either direct all-

water to thc east coast, or to a west coast port If shipping lo the west coast, the shipper has the 

option of negotiating directly with the railroads for overiand transportalion. or canvassing intermodal 

marketing companies for their best price .And there may even be opportunities on the east coast lo 

negotiate a pnce break from one of the draymen Many containers, where time is not as importani as 

price, do move this way If the shipper can afford a longer transit time and no particular schedule, that 

is the cheapest way to go. and the botltom-dollar, price-driven market accounts for a large proportion 

of the total containers brought to the northeastem United States 

On the other hand, if the shipmenl has significant value, then the shippers may look to APL or 

Sea-Land, the two companies oft'enng premium ocean transportation and stacktrain under single 

responsibility, both offering committed schedules, tight shipment control, and effective sliipment 

tracing, or in other worJs, predictable and consistent senice. Sea-Land and .APL enjoy high 

reputations in the marketplace, and both provide a premium senice, which commands a premium 

price If one analyzes the most recent statistics currently available for a 12-month penod', for Asia and 

'AUH 1'^96 - Julv 1997, Journal of Commerce Data 



the Pacific Rim to the northeastern United States, it will be noted that for the time-critical and very 

high-value goods, Sea-Land and APL are the two dominant competitors 

Conunodity Sea-Land .Market Share APL .Market Share 

\ \ earinj; .Apparel M 2" „ 25 1% 

Fashion Accessories/Handbags 9 5% 25 5% 

Piece Goo Js 112% 23 4% 

Refrigerated Shellfish 16 8% 24 7% 

Luggage 5 9» o 23 6% 

Footwear 12 6% 12 1% 

Elertrical Goods 11 6% 10 3% 

Refrigerated Fresh Vegetables 18 3% 12 1% 

This list, which compnsed 38,84b FEU's (40-fool container freight-equivalent unhs) in a 12-

monlh penod, is not a complete listing of the commodities in the time-sensitive market, and vvas 

selected as illu.strative ofthe larger-volume commodities Those 38,846 FEU's would fill a stacktrain 

over 165 miles long, and so while some may consider the time-sensitive high value market a "niche" 

market, it is a very large niche and is very important to .APL 

In focusing on the time-sensitive market, 1 do not want to minimize the importance to APL of 

the less time-sensitiv e iraftic, for which both Sea-Land and .APL also compete vigorously That is also 

importani business to .APL, and any disruption ofour ability to compete effectively with Sea-Lard for 

that market segment vvould be ven- hamiful to .APL 



Impact of Sea-Land t SXT L ontrol over APL's Rates and Sen'ices 

Sea-Land is a subsidiary of CSX Corporation ("CS.V") and an afiiliate of CS.X Transportation, 

Inc. ("CSXT") Sta-Land is our primarv competitor I have been advised lhat the proposal before the 

Surface Transportation Board Is lhat CSXT and Norfolk Southern Railwav Company ("NS") will 

divide the existing APL-Consolidated Rail Corporation ("Conrail ") transportation contract beiween 

themselves, and that CSXT will probably want to assume much ofConrail's responsibilities to .APL 

Nh Baumhefher's statement explains the operational dismptions that are likely to impact 

APL's service if that were to happen, dismptions which Sea-Land's containers would probably escape 

because corporate affiliate CS.XT will be controlling the movements of the trains That would be an 

appalling consequence for .APL, unless APL can neu. " protections in the contract with CSXT 

Should API. lose its global reputation for excellence in this market, API. will be senouslv and 

ineparably damaged Intemational shippers are a pragmatic group, and while they may admire APL's 

integrity and spirit, if APL can't make its schedule commitmenis, while Sea-Land does, they will shmg 

their shoulders and issue instmctions lo divert the APL iraftic to Sea-Land If this happens APL will 

effectivelv be knocked out of the premium market, restricted to seeking its business entirely in the low-

contribution, ' price-is-everyihing" sector, and leave the high-end of the markei lo be the exclusive 

province of CSXT and Sea-Land 

I have not addressed the con.sequences to APL's pncing if CSXT becomes APL s rail senice 

provider to and from the northeast United States It Is obvious that, for any situation in which pricing 

is nol dictated in the present Conrail contract. APL would simplv be at the mercv of Us competitor 

when asking f'or new rates, and .APL vvould nol be able lo effectively compete for such new- business. 



Considering the cunenl competitive stance of API. and Sea-Land, and the likely consequences 

of the operation of Conrai! by CSXT" and NS, it is imperative that .APL have the ability to negotiate 

new contracts with CSXT md with NS which ensure that .APL wil! not be disadvantaged or placed in a 

position where it must rely totally on the senices of its competitor's affiliate for its rail transportalion 

needs 
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1. Robert Sappio. being first duly swom. solemnly swears (or affirms) that I have read the 
foregoing statement, know the contents thereof and that the facts therein are tme ̂ stated. 

October. 1997. 
Subscribed and swom to before me at y ^ / t A / this ^av of 

NolaiT Public 
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CATHERINE J >̂ UKAR 
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CERTIFICATE QF .SERYICE 

I hereby certify- dial I have caused APL Limited's Response and Request for Conditions 

to be served by hand on applicants' representatives in this proceeding and by first class mail, 

postage pre paid on all other parties of record in STB Finance Docket No. 33388. 

Louis E. Gitomer 
October 21, 1997 
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Au»trmlia tUmmr ZM/MM/ Direct Imc 

Octobers, 1997 

Surface Transportation Board 
Washinqton, DC 

SUBJECT: F D. 33388. CSX Corporation et al.. Control - Conrail 

Dear Board Members: 

Australia-New Zealand Direct Line presently operates a fleet of seven containerships on a 
weekly service between Oakland, Los Angeles, Auckland, Melbourne, and Sydney, and full 
intermodal connections to and from points throughout North America. 

A substantial number of our customers are located in the Eastern United Stales at loc:ations 
served by Conrail. Our company has the following rail options to move containers to and from 
the Eastern Uniied States: we can contract directly with the rail carriers themselves; we can 
i'iii'?.e the inland services of other ocean carriers or we can use the services of stacktrain 
operators. The two largest stacktrain operators available to us for service between the West 
Coast and the Eastern Uniteu States are APL Stacktrain Services and CSX's affiliate, CSX 
Iniermodal 

We choose to use APL because of the scope of its system, the rates and train shedules that it 
offers, the pool of equipment that it provides, and the other ancillary services that it offers. If 
APL were to lose its competitive position in the market, it would be a serious setback to our 
efforts to improve our market share in the Eastern United States Furthermore, it would have 
the effect of lessening competition in the intermodal transportation market. 

The applicants, as we understand it, have pledged to create competition in the current Conrail 
territory, putting in place two rail carriers where only one exists now That is something our 
company certainly supports However, we understand that, ai the same time. Article II, Section 
2.2 (c) of the Transaction Agreement deprives customers who are under contract to Conrail of 
that competition dunng the term of their contracts. That seems highly inequitable and 
completely inconsistent with the stated purpose of providing competition All current customers 
of Conrail should have an opportunity to avail themselves now of the competition between NS 
and CSX, not later when their contract expires. That certainly includes APL which should not 
be forced to forego competition between NS and CSX for the duration of its contract term. 

Article II, Section 2.2 (c) also allows NS and CSX—who are competitors—lo allocate the traffic 
covered by contract between themselves without the consent of the affected shippers. This 
arbitrary division of traffic without the consent of the shipper again flies directly in the face of the 

3601 South Hartioi Boulevard' Santa Ana • California • 92704 
Tel 714 424 0400- Fax 714 424 3481 • Internet www anzdl com 



A 
Australi»-M«wif ZealamI Direct Line 

applicants' much vaunted claim that this acquisition will result in more competition. In the case 
of APL, there are potentially senous competitive consequences of this allocation of 
responsibility since one of the future providers of former Conrail rail service to APL is also one 
of its pnncipal competitors in both the ocean transportation and domestic stacktrain markets— 
CSX 

In summary, given that APL has a multi-year contract with Conrail, the application of Section 
2 2 (c) to APL's contract puts APL at a severe disadvantage for two reasons: first, as opposed 
to its competitors who may have much shorter contracts with Conrail, or none at all, and thus 
are free to negotiate much sooner than APL with NS and CSX for the hanr";.ig of their traffic, 
APL IS depnved of that competition until 2005. Second, putting control of a large portion of 
APL's business without APL's consent into the hands of one of its pnncipal competitors raises 
concerns regarding the quality of service that APL will receive. If APL's compet-tive advantages 
are lessened because of the application of Section 2.2 to it, this in turn will directly impact our 
long-term market growth 

We understand that APL has requested several conditions from the Board pnor to approving 
this transaction. Those conditions are: First, APL is asking the Board to disapprove Articie II, 
Section 2.2 (c) in its entirety. Second, if the Board will not take that action, APL is asking the 
Board to disapprove that section of the Application as to all companies holding Transportation 
Contracts for intermodal service. Third, if the Board will not take that acticn APL is asking the 
Board to disapprove that section of tne Application as to APL. Fourth, AP' has asked that the 
Board retain continuing jurisdiction until 2004 to hear petition,- f j i rccpcning for the purpose of 
Imposing any further conditions found to be in the public interest. Fifth, APL has requested that 
the Board forbid either NS or CSX from discnminating in favor of an affiliated stacktrain or 
ocean carrier operating at the expense of a non-affiliated ocean carrier or stacktrain operator. 

My responsibilities at Australia-New Zealand Direct Line include advising regulatory agencies of 
the interests and concerns of this company in pending agency proceedings, I will state that 
Australia-New Zealand Direct Line desires to go on record as shanng the concerns exprecsed 
by APL, and Australia-New Zealand Direct Line strongly supports APL's request for conditions. 
For the reasons stated above, we urge the Board to adopt the conditions proposed by APL. 

Sincerely yours, 

Stuart N. Rattray 
Vice PresicJent, North Amenca 

3601 Souin iiartx>r Boulevard' Santa Ana'Calilomia'92704 
Tel 714 424 0400'Fax 714 424 34SI' Ir^temet www amdi com 



Australi»-Meti¥ Zealand Direct Line 

State of California 
County of USA 

I, Stuart N. Rattray, being first duly sworn, solemnly swears (or affirms) that he has read the 
foregoing statement, knows the contents thereof, and that the facts therein are true as stated. 

Subscnbed and sworn to before me at ^MY^ J^-J/V ., this \0" dav of October 1997. 

360) Soutr) Hartxir Boulevard' Santa Ana' California' 92704 
Tel 714 424 0400' Fax 714 424 3481'Internet wwvn anzdicom 
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2620 Thousand Oaks Blvd. 

Suite 3420 
Memphis. TN 38118 

901-794-2225 

TOTAL QUALITY IS OUR #7 PRIORITY. Corporation 

Surface Transportation Board, 
Washington, D C 

Subject: F D. 33388, CSX Corporation et al.. Control - Conrail 

Dear Board Members: 

GST Corporation is an Intermodal Marketing Company which arranges rail 
and truck transportauon tor beneficial owners of" cargo throughout the United 
States and mto Mexico and Canada We presenth have a contract witli APL 
Stacktrain Servû es by which we have access to APL Stacktrain *s intermodal 
doublestack rail transportation network We tender domestic cont4ainers to 
APL Stacktrain Service under this contract on behalf of our customers. 

A substantial number of our customers are located in the eastem United 
States at locations served by Conrail Our company has the foUovsing rail 
options to move domestic containers to and firom the eastem United States: 
We can contract directiv with the rail earners themselves or we can utilize the 
services of stacktram operators The two largest stacktrain operators available 
to us for services between the west coast and the eastem Umted States are 
APL Stacktram services and CSX's affiliate CSX Intemiodal 

We use all of these op. ions for portions of oiu- volimies We specifically use 
APL because ofthe scope of its system, the rates and the train schedules 
which it offers, the pool of equipment w hich it provides, and the other 
ancillarv services which it offers If APL were to lose its competitive position 
m the market, it would be a senous setback to our efforts to improve our 
market share in the eastem United States Further, it would have the eflfect of 
lessenmg competition m the mtermodal transportation market 

The applicants, as we understand it. have pledged to create competition in the 
current Conrail temtorv. putting in place two rail camers where only one 
exists now That is something oiu- company certainly supports However, we 
understand that, at the same time. Article IL Section 2 .2 c of tlie Transaction 

A Diversified Transponation Services Company 
Providing Innovative Solutions for Logistics Management 



Agreement depnves customers w ho are under contract to Conrail of that 
competitioii dunng the temi of their contracts That seems highly inequitable 
and completely inconsistent with the .stated purpose of providing competition. 
All current customers of Conrail should have an opportunitv to av ail 
themselves now ofthe competition between NS and CSX. not later when 
their contract expires That certainly includes APL which should not be 
forced to forego competition between NS and CSX for the duration of its 
contract term 

Article II. Section 2 2c also allows NS and CSX who are competitors to 
allocate the traffic covtred by contract between themselves without the 
consent ofthe affected shippers This arbitrarv division of traffic without the 
consent ofthe shipper again flies directly in the face ofthe applicants i..uch 
v aunted claim that this acquisition vvill result in more competition In the case 
of APL. there are potentiallv senous competitive consequences of this 
allocation of responsibilitv since one of the future providers of former Conrail 
rail service to APL is also one of its pnncipal competitors in both the ocean 
transportation and domestic stacktrain markets - CSX. 

In summarv. given that APL has a multi-v ear contract with Conrail, the 
application of Section 2 2 c to API/s contract puts APL as a severe 
disadvantage for two reasons first, as opposed to its competitors who ma> 
have much shorter contracts with Conrail, or none at all. and thus are free to 
negotiate much sooner than .A.PL with NS and CSX for the handlmg of their 
traffic. APL is depnv ed of that competition until 2005. Second, putting 
ccmtrol of a large portion of APL's busmess without .A.PL's consent mto the 
hands ofone of its pnncipal competitors raises concems regarding the quality 
of service which APL will receive If APL's competitive advantages are 
lessened because ofthe application of Section 2 2 to it, this in tum will 
directiv impact our long-term market growth. 

We imderstand that APL has requested several conditions from the Board 
pnor to approving this transaction Those conditions are First. APL is asking 
the Board to disapprove Article II Section 2 2cm its entirety Second, if the 
Board will not take that action APL is asking the Board to disapprove that 
section ofthe Application as to all companies holding Transportation 
Contracts for intemiodal service Third, if the Board will not take that action, 
APL IS asking tlie Board to disapprove that section ofthe .application as to 
APL Fourth, APL has asked that the Board retain continuing junsdietion until 



2004 to hear petitions for reopening for the purpose of imposing any fiirther 
conditions found to be in the public interest Fifth. APL has requested that the 
Board forbid either NS or CSX from discnminating in favor of an affiliated 
stacklrain or ocean camer operating at the expense ofa non-afiahated ocean 
camer or stacktram operator. 

My responsibilities at GST Corporation include advising regulatory agencies 
ofthe mterest and concems of this company m pending agency proceedmgs. 
1 will state that GST Corporation desires to go on record as shanng the 
concems expressed by APL. and strongly supports APL's request for 
conditions For the reasons stated above, we urge the Board to adopt the 
conditions proposed by APL 

Sincerely Yours, 

Lanny S' Vaughn. 
President and CEO 



State of Tennessee 

County of Shelby County 

I Lanny S Vaughn, being first duly swom. solemnly swears that he has read 
the foregoing statement, knows the contents thereof and that the facts therein 
are true as stated 

1 . J ax<-'̂ R̂ j 

Subscnbed and swom to before me at JhJ^ U<M3ZX. ^ this ̂  day of 
October 1997, </ D 

My Commission Expires 
June 12.2000 



Gary I Goldfein 
President * w *n Aaa-r 

October 10, 1997 

Surface Transportation Board 
Washington, D C. 

SUBJECT: F.D 33388. CSX Corporation et al.. Control - Conrail 

Dear Board Members: 

Interstate Consolidation is an intermodal marketing company which arranges rail 
and truck transportation for beneficial owners of cargo throughout the United 
States (and into Mexico and Canada). We presently have a contract with APL 
Stacktrain Sen/ices by which we have access to APL Stacktrain's intermodal 
doublestack rail transportation network. Wa tender domestic containers to APL 
Stacktrain Services under this contract on behalf of our customers. 

A substantial number of our customers are located in the eastem United States at 
locations served by Conrail. Our company has the following rail options to move 
domestic containers to and from the eastern United States: we can contract 
directly with the rail carriers themselves or we can utilize the services of 
stacktrain operators. The two largest stacktrain operators available to us for 
services between the west coast and eastem United States are APL Stacktrain 
Services and CSX's affiliate CSX Intermodal. 

We use all of these options for portions of our volumes. We specifically use APL 
because of the scope of its system, the rates and the train schedules which it 
offers, the pool of equipment which it provides, and the other ancillary services 
which it offers. If APL were to lose its competitive position in the market, it would 
be a serious setback to our efforts to improve our market share in the eastem 
United States. Further, it would have the effect of lessening competition in the 
intermodal transportation market. 

The applicants, as we understand, have pledged to create competition in the 
current Conrail terntory, putting in place two rail camers where only one exists 
now. That is something our company certainly supports. However, it is our 
understanding that, at the same time. Article II, Section 2.2 (c) of the Transaction 
Agreement deprives customers who are under contract to Conrail of that 
competition during the term of their contracts. That seems highly inequitable and 
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completely inconsistent with the stated purpose of providing competition. All 
current customers of Conrail should have an opportunity to avail themselves now 
of the competition between NS and CS, not later when their contract expires That 
certainly includes APL which should not l>e forced to forego competition between 
NS and CSX for the duration of its contract term. 

Articie II, Section 2.2 (c) also allows NS and CSX - who are competitors - to 
allocate the traffic covered by contract between themselves without the consent 
of the affected shippers. This arbitrary division of traffic without the consent of 
the shipper again flies directly in the face of the applicants' much vaunted claim 
that this acquisition will result in more competition. In the case of APL, there are 
potentially serious competitive consequences of this allocation of responsibility 
since of the future providers of former Conrail service to APL is also one of its 
pnncipal competitors in both the ocean transportation and domestic stacktrain 
markets - CSX. 

In summary, given that APL has a multi-year contract with Conrail, the application 
of Section 2.2(c) to APL's contract puts APL at a severe disadvantage for two 
reasons: first, as opposed to its competitors who may have much shorter 
contracts with Conrail or none al all, and thus are free to negotiate much sooner 
than APL with NS and CSX for the handling of their traffic, APL is deprived of that 
competition until 2005. Second, putting control of a large portion of APL's 
business without APL's consent into the hands of one of its principal competitors 
raises concems regarding the quality of service which APL will receive. If APL's 
competitive advantages are lessened because of the application of Section 2.2. to 
it, this in tum will directly impact our long-term markei grov»rth. 

It is our understanding APL ha's requested several conditions from the Board prior 
to approving this transaction. Those conditions are: First, APL is asking the 
Board to disapprove Article II, Section 2.2.(c) in its entirety. Second, if the Board 
will not take that action, A{PL is asking the Board to disapprove that section of the 
.Application as to all companies holding Transportation Contracts for intermodal 
s<^rvice. Third, if the Board will not take that action, APL is asking the Board to 
disapprove that section of the Application as to APL. Fourth, APL has asked th-̂ t 
the Board retain continuing junsdietion until 2004 to hear petitions for reopening 
for the purpose of imposing any further conditions found to l>e in the public 
interest. Fifth, A^L has requested that the Board forbid either NS or CSX from 



Surface Transportation Board 
October 10. 1997 
Page Three 

discriminating in favor of an affiliated stacktrain or ocean carrier operating at the 
expense of a non-affiliated ocean carrier or stacktrain operator. 

My responsibilities at Interstate Consolidation include advising regulatory 
agencies of the interests and concems of this company in pending agency 
proceedings. I will state that Interstate Consolidation desires to go on record as 
sharing the concems expressed by APL, and Interstate Consolidation strongly 
supports APL's request for conditions. For the reasons stated above, we urge 
the Board to adopt the conditions proposed by APL. 

Sincerely yours 

Gary I. Goldfein 
President 

GIG:ed 
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state of Califomia 

County of Los Angeles 

I, Gary I. Goldfein, being first duly swom, solemnly swears that he has read the 
foregoing statement, knows the contents thereof, and that the facts therein are 
true as stated. 

Subscribed and swom to before me at>^^^<::> ^^^Si^^.^-^.^^ ^ZZ^J^ 
this 10th day of October 1997 
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S H I P P E R ' S A G E N T 
E 

Re F D 33388, CSX Corporalion et al Control - Conrail 

Dear Board Members 

Keystone Terminals is an intermodal marketing company which arranges rail and truck 
transportation for beneficial owners of cargo throughout the United States. Mexico, and Canada 
W e presently have a contract with .\Pl. Stacktrain Services by which we have access to .\PL 
Stacktrain's intermodal doublestack rail transportation network W'e tender domestic containers 
to .\PL Stacktrain Serv ices under this contract on behalf of our custorners 

A substantial number of our customers are located in tbe eastem United States at locations 
served bv Conrail Our company has the following rail options to move domestic containers to 
and from the eastern United States we can contract directly with the rail carriers themselves or 
we can utilize the serves of stacktrain operators The two largest stacktrain operators available to 
us for services between thc west coast and the eastern United States are APL Stacktrain Services 
and CSX s atTiliate CSX Intermodal 

We use all of these options for portions ofour volumes VVe specifically use APL because 
ofthe scope of its system, the rates and the train schedules which it otTers. the pools cf equipment 
which it provides, and the other ancillarv services which it offers If .-VPL vvere to los.' its 
competitive position in the market, it vvould be a senous setback to our etTorts to improve our 
market share in the eastem United States Further, it would have the effect of lessening 
competition in the intermodal transportation market 

1 he applicants, as we understand it. have pledged to create competition in the current 
Conrail terntory. putting in place two rail carriers where only one exists now That is .something 
our company certainly supports Hovvever, we understand that, at the same time, .A.rticle I I . 
Section 2 2 ( c ) ofthe Transportation .Agreement depnves customers who are under contract to 
Conrail of that competition dunng thc term of their contracts That seems highlv inequitable and 
completely inconsistent with the stated purpose of providing competition .A.II cunent customers 
of Conrail should have an opportunitv to avail themselves now ofthe competition between NS 
CSX. not later when their contract expires That certainly includes .'VPL vvhich should not be 
forced to forego coinpetition between N'S and CSX for the duration ofthe contract temi 
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Article IL Section 2 2 ( c ) also allows NS and CSX - who are competitors - to allocate 
the traffic covered by contract between themselves with out the consent ofthe affected shippers. 
This arbitrarv division of traffic without the consent ofthe shipper again flies directly in the face 
ofthe applicants' much vaunted claim that this acquisition will result in more competition In the 
case of APL, there are potentially senous competitive consequences of this allocation of 
responsibilitv since one of the future providers of former Conrail serv ices to .\PL is also one of its 
pnncipal competitors in both the ocean transportation and domestic stacktrain markets - CSX 

In summary , given that APL has a multi-year contract with Conrail. the application of 
Section 2 2 ( c ) to APL's contract puts .APL at a severe disadvantage for two reasons first, as 
opposed to its competitors who may have much shorter contracts with Conrail. or none at all, and 
thus are free to negotiate much sooner than .APL w ith NS and CSX for the handling of their 
traffic. APL is depnved of that competition until 2005 Second, putting control of a large portion 
of APL's business without APL's consent into the hands of one of its principal competiprs raises 
concems regarding the quality of service which .APL will receive If .APL's competitive 
advantages are lessened because of the application of Section 2 2 to it, this in turn will directly 
impact our long-term market growth 

We understand that .APL has requested several conditions from the Board prior to 
approving this trans action Those conditions are First, APL is asking the Board to disapprove 
Article IL Section 2 2 ( c ) in its entirety Second, if the Board will nor take that action. APL is 
asking the Board to disapprove that section of the Application as to all companies holding 
Transportation Contracts for intermodal service Third, if the Board will not take that action, 
.APL is asking the Board to disapprove that section of the .Application as to .APL Fourth. .APL 
has asked that the Board retain continuing junsdietion until 2004 to hear petitions for reopening 
for the purpose of imposing any further conditions found to be in the public interest Fitth, .APL 
has requested that the board forbid either NS or CSX from Discnminating in favor of an affiliated 
stacktrain or ocean earner operating at the expense of a non-affiliated ocean earner of stacktrain 
operator. 

My responsibilities at Keystone Terminals include advising regulatory agencies ofthe 
interests and concems of this company m pending agency proceedings. I will state that Keystone 
desires to go on record as shanng the concems expressed bv .APL. and Keystone strongly 
supports APL's requests for conditions For the reasons stated above, we urge the Board to 
adopt conditions proposed by .APL 

Sincerely yc 

, Jam ŝ R Marino 
'̂ Pj:̂ sident 



Matson 
Intermodal System 

MiCHlt l R, CHfrc> 
VICE P R E S I O I I I ' GikfPA. MuNtccii 

October 13. 1997 

Surface Transponation Board 
Washmgton, D C. 

RE: F D. 33388. CSX Corporation et al., Control-Conrail 

Dear Board Members: 

Matson Intermodal System is an imermodal marketing company that arranges rail freight 
di.>ii ibuiuMi services throughout the United States. Canaua and ivlexicc> Mat.son Intermcxiai is 
headquartered in San Francisco, CA., wiih sales offices located throughout the United States. 

A number of our customers are l(Kated in the eastem LInited States at locations served by 
Conrail Our company has the following rail options to inove containers to and from the eastem 
United States; we contract directly with the rail camers themselves; or. we can use the services 
of stacktrain operators. The two largest stacktrain operators available to us for service between 
the West Coast and the eastem llnited States are APL Stacktrain Services and CSX's affiliate 
CSX IntemKxlal 

Our primary service provider is APL We are concemed if APL were to lose its competitive 
position in the market, it would be a serious setback to our efforts to improve our market share 
in the eastern Uniied Stales Further, it would have the effect of lessemng competilion in the 
intennodal transportation market. 

The applicants, as we understand it. have pledged to create competition in the current Conrail 
temtory . putting in place two rail carriers where only one exists now That is something our 
company supports. However, wc understand that, at the same lime. Article I I . Section 2.2. (c) 
of the Transaction Agreement deprives customers who are under contract lo Conrail of that 
competition uuring me terms of their contracts That seems highly inequitaPie and completely 
incoasisteni with the slated purpose of providing competilion. All current customers of Conrail 
should have the opportunity to avail ihem.selves now of the competition beiween NS and CSX. 
nol later when their contract expires. That certainly includes APL. which should nol be forced 
io forego competilion beiween NS and CSX for the duration of ils contraci lerms. 

Article I I . Seclion 2.2 (c) also allows NS and CSX -- who are competitors - to allocate traffic 
covered by contract beiween themselves without the consenl of the affected shippers This 
arbitrary divisiĉ n of traffic without consent of the shipper causes our company to question the 
applicanis claim lhat this acquisition will result in more com|:>etition. In the case of .APL. there 
are potentially serious competitive consequences of this allocation of responsibility since one of 
the future providers of former Conrail rail serv ice lo APL is also one of ils principal competitors 
in both the ocean transportation and domestic stacktrain markets - CSX 

'33 M*RM' StBFr PO Bet 745: Si« FHA^C CA 94120 (415M57-4979 (4 1 5) 495-2731 



In summary, given that APL has a mulii-year contraci with Conrail. the application of Seclion 
2.2 (c) to APL's contraci puts APL at a severe disadvantage for two reasons: First, as opposed 
to its competitors who may have much shorter contracts with ConraiL or none at all, and thus 
are free to negotiate much sooner than APL with NS and CSX for the handling of their traffic, 
APL is deprived from negotiating competitive allemalives until 2005 Second, putting control 
of a large portion of APL's business wilhout APL s consenl into the hands of one of its principal 
competitors raises concems regarding the quality of ser/ice which APL will receive. If APL's 
competitive advantages are lessened because of the application of Section 2.2 to it. this in tum 
will directly impact our long-term markei growth. 

We understand that APL has requested several conditions from the Board prior to approving this 
transaction. Tho.se conditions are: First. APL is asking the Board to disapprove Article II 
Seclion 2.2 (c) in its entirety. Second, if the Board will not take the action. APL is asking the 
Board to disapprove that section of the Application as to all companies holding Transportation 
Contracts for inlermtxlal service. Third, if the Board will not take that action. APL is asking 
the Board to disapprove that seclion of tiie Application as lo APL. Fourth, APL has asked that 
the Board retain continuing jurisdiction until 2004 to hear pelitions for reopening for the purpose 
of imposing any further conditions found lo be in the public interesl. Fifth. APL has requested 
that the Board forbid either NS or CSX from discriminating in favor of an affiliated stacktrain 
or ocean carrier operating at the expense of a non-affiliated ocean carrier or stacktrain operator. 

Matson Intermodal System shares the concems expressed by APL and supports APL's request 
for conditions. 

Sincerely yours, 

M.R. Checchi 

Vice President/General Manager 
Matson Intermodal Svsiem 



Mitsui O.S.K. Lines (America) Inc. 
One Concord Centre 
2300 Clayton Road Suite 1500 
Concord. CA 94521. 
Tel 510-688 2600 

October 9, 1997 

Surtace I ransportation Board 
V\ ashington D.C. 

Subject: F.D. 33388. CSX Corporation et al.. Control - Conrail 

Dear Board Members: 

Mitsui O.S.K. Lines (MOD presently operates a fleet of 70 liner vessels engaged 
on worldwide trade routes. In the US.A trade our vessels are employed in The Global 
Alliance i>ftcnng 6 weeklv sailings between the US West Coast and Asia and a further 
service fr;)m the US East Coast ihrough the Panama Canal to .Asia. In addition we 
operate a bi-weekly service to the East Coast of South Amenca from the US Gulf 

.A substantial number ofour customers are localed in the Eastem United States at 
locations served by Conrail. MOL currently relies on Conrail's intermodal service to 
provide inland transportation between East Coast ports and inland points and connecting 
service with West Coast camers at Chicago. MOL has a contract with Conrail for this 
intemiodal serv ice. 

The applicants, as we understand it. have pledged lo creale competition in the 
current Conrail terntory. putting in place two rail earners where only one exists now. 
l hat is something our company certainly supports. However, we understand that ai the 
same time. Article II . Seclion 2.2 (c) ofthe Transaction Agreement depnves customers 
who are under contract to Conrail of that competilion dunng the term of their contricts. 
That seems highly inequitable and completely inconsistent with the stated purpose of 
providing competition. Ali current customers of ConraiL including .APL. should have an 
opportunity lo avail themselves now ofthe competition between NS and CSX. not later 
w hen their contract expires. No company should be forced lo forego competition from 
NS and CSX for the duration of their contract lerms. 

.Article 11. Section 2.2 (c) also allov\'s NS and CSX - who are competitors -- to 
allocate the traffic covered bv contract between themselves without the consent of the 
affected shippers. This arbitrary division of traffic without consent of the .shipper again 
Ilies direcllv in the tiace ofthe applicants" much vaunted claim that this acquisition will 
result in more competition. 

B 
I 



W'e understand that APL has requested several conditions from the Board pnor to 
approving this transaciton. Those conditions: are: First. .APL is asking the Board to 
disapprove Article 11, Section 2.2 (c) in its enUrety. Second, i f the Board will not take 
that aciion. APL is asking the Board lo disapprove that section ofthe .Application as to all 
companies holding Transportation Contracts for intermodal service. Third, if the Board 
will not take that action. .APL is asking the Board to disapprove that seclion of the 
Application as to APL. Fourth, APL has asked that the Board retain continuing 
jurisdiction until 2004 to hear petitions for reopening for the purpose of imposing any 
further conditions found lo be in the public interest. Fifth, APL has requested that the 
F̂ oard forbid either NS or CSX from discnminating in favor of an affiliated stacktrain or 
ocean camer operaling at tlie expense of an non-rffiiiated ocean carrier or stacktrain 
operator. 

My responsibilities at MOL include advising regulatory agencies ofthe inleresis 
and concems of this company in pending agency proceedings. Although MOL does not 
use APL Stacktrain Services. 1 will state lhat MOL desires to go on record as shanng the 
concems expressed by APL. and MOL strongiv supports APL's requesl for conditions. 
For the reasons stated above, we urge the Board lo adopt the conditions proposed by 
APL. 

Sincereiv vours. 

Raymond L Keene 
Executive Vice President. C O O. 
Milsui O.S.K. Lines (.Amenca) Inc. 
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N O I . ( U S A ) I N C . 

Surface Transportation Board 
Washington. D.C. 

Subject: F.D. 33388. CSX Corporation et al.. Control - Conrail 

Dear Board Members: 

NOL presently operates a fleet of 36 of containerships. 6 oflhese ships provide 
serv ice between .Asia and W est Coast Ports in the U.S. and 4 of these ships provide 
service between .Asia and U.S. East Coast Ports. 

A subtantial number of our customers are located in the eastem United States at 
locations served bv Conrail. NOL currently relies on Conrail s iniermodal service to 
provide inland transportation between Easl Coast ports and inland points and connecting 
service with West Coast carriers at Chicago. NOL has a contract with Contrail for this 
intermodal serv ice. 

The applicants, as vve understand it. have pledged to create competilion in the 
current Conrail territorv. putting in place two rail carriers where onlv one exists now. 
T hat is somethmg our companv certainlv supports. However, we understand that, at the 
same time. Article IL Section 2.2 (c) of the Transportation Agreement deprives customers 
who are imder contract to Conrail of that competition durmg the term of their contracts. 
That seems highlv inequitable and complelelv inconsistent with the stated purpose of 
providing competilion. .All cunent v.aslomers of Conrail should have an opportunity lo 
av ail themselves now of the competition betw een NS and CS. not later w hen their contract 
expires. That certainlK includes NOL. and it includes APL as well. Neither companv 
should be forced to forego competition from NS and CSX for the duration of our contraci 
tenns. 

.Article U. Section 2.2 (c) also allows NS and CSX- who are competitors—to 
allocate the traffic cov ered bv contract between themselv es uithout the consent of the 
affected shippers, lhis arbitrajA division of traflic vv ithout the consent ofthe shipper 
again flies directly in the face of the applic;ints' much vaunted claim lhat this acquisilion 
will result in more competition. 

80 Grand Avenue, Suite 700, Oakland, California 946'; 2 
Tel: (510) 839-6800 Fax (5101 465-6044 Telex 6502001656 



We understand that APL has requesled several conditions from thc Board prior to 
approving this transaction. Those conditions are: First, APL is asking the Board to 
disapprove .Article II. Seclion 2.2 (c) in ils entirety. Second, if the Board vvill not take 
that action APL is a.sking the Board to disapprove that section ofthe .Application as to all 
companies holding Transportation Contracts for intermodal serv ice. Third, if the Board 
will not take that action. .APL is asking the Board to disapprove that section ofthe 
.Application as to .API,. Fourth, APL has asked that the Board retain continuing 
jurisdiction until 2004 to hear petitions for reopening for the purpose of imposing anv 
further conditions found to be in the public interesl. Fifth, APL has requesled that the 
Board forbid either NS or CSX from discriminating in fav or of an affiliated stacktrain or 
ocean carrier operation at the expense of a non-aflfiiliated ocean carrier or stacktrain 
operator. 

My responsibilities at NOL include adv ising regulatorv agencies of the interests 
and concems as of this company in pending agency proceedings. 1 will state that NOL 
desires to go on record as sh£iring the concems expressed by APL. and NOL strongly 
supports APL"s requesl for conditions. For the reasons slated above, vve urge the Board 
to adopt the conditions proposed by ,APL. 

Sincereiv vours. 

sident Operations 



State of Califomia 

Counly of Alameda 

i . .lohnnv Low. declare under penally of perjury that the facts herein stated are tme 
and corrected. 

ExceuteJ at Oakland. California, this 7th dav of October. 1997. 



U f take it persotially 

Surface Transportation Board 
Washington, DC 

October 10. 1997 

Subject F D 33388. CSX Corporation et al. Comroi - Coiuail 

Dear Board Members: 

Oncnt Overseas Container Lme. Inc., prcsentlv operates a fleet of 38 containerships 10 of these 
ships provide service between Asia and US West Coast Ports, and between Asia and U S East Coast 
Ports via thc Panama Canal 

A substantial number of our customers are located in the eastem United States at locations 
served by Conrail Orient Overseas Container Line, Inc cunentiy relies on Conrail's intermodal 
service lo provide inland transportation between Eiast Coast pons and inland points, connecting 
with Wesl Coast carriers at Chicago OOCL has a contract with Conrail for this intennodal 
service 

The applicants, as we understand it, have pledged to create competition in the current 
Conrail territory, putting in place two rail caniers where only one exists now That is something 
our company certainly supports However, we understand that, at the same time. Article II , 
Section 2 2 (e) of the Transaction Agreement deprives customers who are under contract to 
Conrail of that competition during the term of their contracts That seems highly inequitable and 
completely inconsistent wilh the stated purpose of providing competition. All current customers 
of Conrail should have an opportunity to avail themselves now ofthe competition betwe«n NS 
and CSX, not later when their contract expires That certainly includes OOCL, and it includes 
APL as v̂ ell Neither company should be forced to forego competition firom NS and CSX for 
the duration of our contract terms 

OOCL (USA) inc. 
4141 Hacienda Dnve, Pleasanton. California 94588 Tel (510)460-4800 FAX: (510) 463-2870 



Article U, Section 2 2 (c) also allows NS and CSX — who are competitors - to allocate 
the traffic covered by contract between themselves without the consent of the affected shippers 
This arbitrary division of traffic without tf. i consent of the shipper again flies directly in the face 
of the applicants' much vaunted claim that this acquisition will result in more competition. 

We understand that APL has requested several conditions from the Board prior to 
approving this transaction Those conditions are First, APL is asking that the Board continue 
oversight until December 31, 2004 Second, APL is asking the Board to disapprove Article II , 
Section 2 2 (c) in its entirely Third, if the Board will not take that action, APL is asking the 
Board to disapprove that section of the Application as to all companies holding Transportation 
Contracts for intermodal service Sixth, APL has requested that the Board forbid either NS or 
CSX from discriminating in favor of an affiliated stacktrain or ocean carrier operating at the 
expense of a non-affiliated ocean carrier or stacktrain operator 

My responsibilities at OOCL include advising regulatory agencies of the interests and 
concems of tfiis company in pending agency proceedings. Although OOCL does not currently 
use APL Stacktrain Services, I will state that OOCL desires to go on record as sharing the 
concems expressed by APL. and OOCL strongly supports APL's request for conditions 1, 2, 3 
and 6 For the reasons stated above,, we urge the Board to adopt those specific conditions 
proposed by APL. 

Sincerely yours. 

Thomas Tjont 
Director, Regulatory Affairs 



State of Califomia 

County of Alameda 

1, 1, Y Luxui ̂  V if I^^— ^ being first duly swom, solemnly swears (or 
affirms) that he has read the fo/egoing statement knows tlie contents thereof, and that 
the facts therein fact true as slated. 

Subscribed and swom to before me at this 10th day of October 1997. 

Notary (slignaeure 

NANCY HUPPLER 
CCMM# 1061193 

Nolory Public - Coiifomio S 
ALAMEDA 

K̂ , Comm 
WEDA COUNTY W 
1 Expires HB 5. 1999 i 



INTERMODAL CORPORATION 

October 14, 1997 

Surface Transporation Board 
Washington, D.C. 

Subiect: F.D. 33388. CSX Corporation et a l . , Control - Conrail 

Dear Board Members: 

Quality Intermodal Corporation i s an intermodal marketing 
company wtiich arranges r a i l and truck transporcation f o r 
b e n e f i c i a l owners of cargo througfiout the United States and i n t o 
Mexico and Canada. We presently have contracts w i t h APL 
Stacktrain Services and several other ocean c a r r i e r s who provide 
intermodal doublestack r a i l t r a n s p o r t a t i o n service. We tender 
domestic containers to these c a r r i e r s under our contracts on 
behalf of our customers. 

A s u b s t a n t i a l number of our customers are located i n the 
eastern United States at locations served by Conrail. Our company 
has the option to move domestic containers t o and from the 
eastern United States e i t h e r d i r e c t l y w i t h the r a i l c a r r i e r s 
themselves or we can u t i l i z e the services of s t a c k t r a i n operators. 
The two largest s t a c k t r a i n operators a v a i l a b l e t o us f o r services 
between the west coast and the eastern United States are APL 
Stacktrain Services and CSX's a f f i l i a t e CSX Intermodal. 

We use a l l of these options f o r portions of our volumes. I f 
APL, as w e l l as other s t a c k t r a i n operators, were t o lose t h e i r 
competitive p o s i t i o n i n the market, i t would have a serious impact 
on our e f f o r t s t o improve our market share i n the eastern United 
States. This could e f f e c t i v e l y lessen competition i n the 
intermodal t r a n s p o r t a t i o n market. 

A r t i c l e I I , Section 2.2 (c) provides t h a t a l l t r a n s p o r t a t i o n 
contracts i n e f f e c t w i t h Conrail on the date of t r a n s f e r of the 
operations t o NS and CSX s h a l l run through t h e i r stated term. 
Further, NS and CSX w i l l carry out the o b l i g a t i o n s under those 
contracts and w i l l a l l o c a t e the t r a f f i c covered by the contracts 
between themselves without the consent of the affect e d shippers. 
In the case of APL and otfier s t a c k t r a i n operators, there are 
p o t e n t i a l l y serious competitive consequences of t h i s a l l o c a t i o n of 
r e s p o n s i b i l i t y since CSX Intermodal i s a p r i n c i p a l competitor i n 
both the ocean t r a n s p o r t a t i o n and domestic s t a c k t r a i n markets. 

19747 Higfiway 59. Suite 200 • Humble, TX 77338 • Phone (281) 540-3131 • Fax (281) 540-1992 



Surface Transportation Board 
Page 2 

We understand t h a t APL has requested several conditions from 
the Board p r i o r to approving t h i s t r a n s a c t i o n . Those conditions 
are: F i r s t , APL i s asking the Board t o disapprove A r t i c l e I I , 
Section 2.2(c) i n i t s e n t i r e l y . Second, i f the Board w i l l not 
take t h a t a c t i o n , APL i s asking the Board t o disapprove t h a t 
section of the Application as t o a l l companies holding 
Transportation Contracts f o r intermodal service. Third, i f the 
Board w i l l not take t h a t a c t i o n , APL i s asking the Board t o 
disapprove t h a t section of the Application as t o APL. Fourth, APL 
has asked t h a t the Board r e t a i n continuing j u r i s d i c t i o n u n t i l 
2004 t o hear p e t i t i o n s f o r reopening f o r the purpose of imposing 
any f u r t h e r conditions found t o be i n the p u b l i c i n t e r e s t . F i f t h , 
APL has requested t h a t the Board f o r b i d e i t h e r NS or CSX from 
d i s c r i m i n a t i n g i n favor of an a f f i l i a t e d s t a c k t r a i n or ocean 
c a r r i e r operating at the expense of a n o n - a f f i l i a t e d ocean c a r r i e r 
or s t a c k t r a i n operator. 

My r e s p o n s i b i l i t i e s at Quality Intermodal Corporation include 
advising regulatory agencies of the i n t e r e s t and concerns of t h i s 
company i n pending agency proceedings. I w i l l s t a t e t h a t Quality 
Intermodal Corporation desires t o go on record as sharing some of 
the concerns expressed by APL, and Quality Intermodal Corporation 
strongly supports APL on the f o l l o w i n g conditii)ns. F i r s t , the 
Board s h a l l exercise continuing oversight of the transaction and, 
u n t i l December 31, 2004, s h a l l e n t e r t a i n p e t i t i o n s f o r reopening 
fo r the purpose of p r e s c r i b i n g f u r t h e r conditions shown t o be 
needed i n the public i n t e r e s t . Second, t h a t the a p p l i c a t i o n of 
A r t i c l e I I , Section 2.2 (c) be disapproved as t o a l l companies 
holding Transportation Contracts f o r intermodal service and t h i r d , 
that neither applicant s h a l l discriminate, i n schedules, ter m i n a l 
services, i n space or equipment a l l o c a t i o n , or otherwise, i n favor 
of an a f f i l i a t e d s t a c k t r a i n operator or container t r a n s p o r t a t i o n 
provider, t o the detriment of any non-railroad a f f i l i a t e d 
s t a c k t r a i n operator or container t r a n s p o r t a t i o n provider. We 
have no p o s i t i o n as t o the other request by APL and f o r the 
reasons stated above, we urge the Board t o adopt the conditions we 
have supported and o u t l i n e d i n t h i s paragraph. 

Yours very t r u l y . 

Quality Intermodal 
Corr Drporal^an . 

TTed A. Beasley \ 
President 



s t a t e of Texas 

County of Harris 

I , Fred A. Beasley, being f i r s t duly swarn, solemnly 
swears t h a t he has read the foregoing statement, knows the 
contents thereof, and t h a t the facts t h e r e i n are t r u e as stated. 

Subscribed and sworn to before me at Humble, Tex^s, this 
14th day of October 1997. /7 / i^^/. . ̂ /^ . ^^/I'-jMl 



Thomas R Brown 

4 Or - da /;a> Soite 'OO-A 
Onnaa. California 94563 

.510 253 3801 
510 253 3880 Fax 

October 17.1997 

.Surtace Transponaiion Board 
Washington, D.C. 

Subject; I .D. 33388. CSX Corporalion ct al.. Control - Conrail 

Dear Board Members: 

My name is Thomas R. Brown. 1 am a co-founder ot . and President and Chief Operating 
Officer ot The RISS Companies, one ofthe nation'.s largest and t'a.siestgrowing Intermodal 
Markeung Companies. Harlier this year, lhe RISS group acquired Richmond Transportation 
International, the largest US provider of international intermodal services, and in 1996 we tounded 
RISS Logistics in order to provide contract logistics .services to key accounts. Our combined 
revenues will r\ov̂  annualize to approximately .SI75 million. 

RISS Intennodal (now The RISS Companies) ha.s been an active supporter of past railroad 
mergers for a number of reasons. Principal among ihem has Ix'cn the pro compeiitive aspects of 
strengthening the natit)nal rail network thri>ugh concentration ot U"atfic density, ralionalizalion of 
plant and statT, and the resultant lower canier cost stmcture. 

A concunent motif in this context has been our emphas ni the importance to customers 
and IMCs of multiple .sources of competition in the intermodal emironment. In both the BNSF 
and UPSP cases, we di.scus.sed the cntical role that capacity providers, such as American Presidem 
Lines (APL) and tlie CSXI/SEALAND ci)mbination play in lhe West, in providing compeution hn 
the inU'miodal traf fic of lull truckload shippers. We argued then, and we argue now, that APL and 
CSXl provide an impt>nant counterpoi.st' to the reduction of competition that would otherwise be 
a.s.sociaied w ith what is now a l\^o railroad West. In theory and practice, the r(ile of capacity 
providers its a st)urce of intra and intermodal competilion ha.s become even more cntical lo 
lniemu>dal Marketing Companies (IMCsi a.s a result ofthe growing presence ofthe truckload 
camers JB Hunt (JBH) and Schneider National (SNL) in the nauonal intermodal netwo'k 
(generally refened to below as bi-niodal earners). 

In 1996. IMCs accounted for approximately 387̂  or 3,2(K),(KM) shipments tendered to L'S 
and Canadian railroads. As such, IMCs represent the single largest volume .segment of thc 
intemiodal business. (Taking into consideration the tact that ;in estimated .S(K).(KK) additional units 
are moved hy IMCs in ISO containers under steamship billing and are therefore not counted ahove, 
the IMC .sc'gment is an e\en more important pan of the commercial framework of US intemiodal 
iran.sportation.) 

Inumsie lo the added value which IMCs supply lo cusiomers is the ability to offer 
Beneticial Owners access lo ilie intermodal network through various, and competing, svstems. 
IMCs typically place in fn /nt iif iheir eu.stomers diH)r-to-door .ser\ iee and rate packages which offer 
a variety of n ning, equipm '̂nt type and supply, anc olher options. 
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Furthemiore, access to equipment p(X)ls is critical for the continued success of the IMC 
communitv. Who will own and provide equipment to the IMCs and their cusiomers is a cntical 
and ev(.)lving i.ssue at this juncture. Historically, IMCs acces.sed intermodal equipmeni through the 
free ninning per diem trailer pool. Today, as our industry converts from domestic uailers to 
containers, that pool is declining in volume and increasing in age. It is being supplanted by 
managed networks of conlainers. It is cniical io note that as this conversion from U"ailers to 
conlainers takes place, the role of equipment supplier is passing, io a large exteni. from the 
equipment leasing companies, lo managed pool operators such as E.MP (a UP-NS-CR joint 
venture), and lo capacity providers such as APL and CSXl. One railroad. B.NSF, continues lo be 
a major container supplier in its own righl and al.so plays an important role for and wilh IMCs in 
this context. However, B.NSF's clo.sc- alignment with, and often-preferential treamieni of JBH 
makes IMC reliance on that equipment source somewhat problematic. 

In the end, APL. with its I7,(HK) domestic containers is the primary .source ol such capacity 
to IMCs. .And, in the critical 53-foot market where the bi-modal camers offer this equipment type 
as a standard vehicle, generally without a pnce premium, APL's 2,885 53-foot ci>ntainers are tiie 
sole .source of such capacity to IMCs. Al the .same time CSXL CSX's intermodal operating and 
markeiing company, has combined the intermodal resources of iLs parent railroad in the Southeast, 
wilh its SEALANL) intermodal volume ihrough the West and Southeast lo creale a competing 
domestic intemn)dal nelwork. However, CSXl does not supply the critical 53-foot containers 
which APL has. Interestingly, with UPs acquisition of SP, CSXI's wesiem network largely 
i)vcrlays lhat of APL. And, like APL, albeit with a .somewhat different commercial strategy, CSXl 
al.so .seeks to sell its intermodal products through IMCs. In fact. o\er 80^ of CSXI's domestic 
revenues are derived from the IMC channel. 

Having described the respective roles of APL and CSXl in the IMC-ba.'.ed product 
formation and delivery chains, we at RISS can readily understand, and actively embrace APL's 
argument that apportioning its exisling CR contract between CSXl and NS has serious anli
compelitive impacts. The Boaid ciin readily denve from our position here that these anli-
compelilive effects will direclly and significantly impaci the IMC communiiy al large. 

Given that APL and CSXl vigorously compele loday in the Wesl and Southeast for IMC 
business, and given that both have made significant investments in intermodal equipment to 
.support the IMC channel, it is highly unlikely that an APL captive to CSXI's parent company on 
fomier Conrail trackage will be afforded many eompetiiive advantages in the .Northeast, unless 
APL ean favly and openly negotiate its volume commiunents and rates in the ctmiext of w hat will 
be an entirely new playing field. 

We at RISS recogni/e that the Board, as wa.s the Commi.ssion before it, is hesitant to 
abrogate contracts in the name of creating compeution where none existed prior to a merger. 'V et, 
we al.so believe that .'\PL s positit)n in this unprecedenic-d case (a division ot' a raiiroad rather tiian 
an acquisiuon) is .so unique lhat it requires a recogniuon of its special circumstances. No captive 
carload shipper to our knowledge has been put into a contractual commilment w ith its major 
competitor in any previous case before the Board. Furthemiore, one of NS and CSXI's principal 
arguments for their acquisition of Conrail is that il w ill create competition w here none has 
heretofore exi.sti'd. This is the most compelling public inu.;rcsl benefii of this tran.saction. It would 
be a cruel irony to deprive APL, w hi* has made an independent investment of more than hundreds 
of millions of dollars in providing domestic container capacity, of full and meaningful access to 
this new and compeuiive envirimmeiu. Bear in mind that many of APL's competitors will not be-
bound by the .same constraining and will negotiate aggressively post acquisilion wnh each carrier 
bringing lo the lable the lull weight of their lotal volume unrestrained by the provisions of Secuon 



Surface Transportation Board 
Ociober 17. 1997 
Page 3 

2 2(c) ofthe Transaction Agreement The potential consequences of this for the IMC community 
are negative and far-reaching 

Post acquisition, we look fon.vard to working with a vibrant, competitive CSXl and NS as 
we move lo exploit the nevv intermodal markets this acquisilion will create .-\t the same time, we 
need the contmued healthy, aggressive presence of APL in both the new and the traditional 
iniermodal markets Therefore, we uree the Board lo exempt APL from the provisions of Section 
2 2(c) ofthe Transaction .Agreement \u recognition of the specia! circumstances which we have 
discussed above, and in light of APL 's particular importance to the commercial viability of the 
IMC channel 

Thomas R Brown 
President and Chief Operating Officer 



State of Cauij. i 

Countv of Conira Costa 

I Tliomas R Brown, hang firet duly sworn solcmnh swear for a/firm) thai I ha\ c read the foregoing 
Slalenient know the contents thereof and thai the facts iherc/n true as staled 

Subscribed and sworn to before mc at 

1 
LVNN SHAf ER 8 

COMM # 1057477 * 
Nofory Pubtic - California 2 
CONTRA COSTA COUNTV 

N/VComm Fn>'~« APR 30. I9W I 

.this / 5 ""̂  da\ of October. 1V97 
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YANGM1N& T A I P E I " T A I P E I . T A I W A N TELEPHONE 3812911 

TELEX 11572 R E P U B L I C O F C H I N A 

October 9. 1997 

Ms Vemon A. Williams 
Secretar}. 

Surface Transportalion Board 
STB Finance Docket No. 3.v>88 
1925 K Sireel. N. W . 
W ashingion, D C. 

Subject. I D. 33388. CSX Corporation et al.. Control - Com-ail 

Dear Ms. Williams: 

On Ma> 30, 1997, Mr. V\ en-jin Lee .Assistant Vice President of Solar International 
Shipping .Agency, on behalf of Yangming Marine Transport Corp. (Referted as Yang .Vling) sent 
a letter to support Norfolk Southem and CSX lo acquire Conrail However, lo keep as true 
railroad competition in the northca.st region, ue would also like to express our concem to 
transaction agreement between these two railroads. 

The applicants, as we understand i l , have pledged lo creale competition in the current 
Conrail territory , putting in place two rail cartiers where only one exists now . That is 
something our 'onipan> certainly supports Howe\er. ue understand that, al the same time. 
.Article 11, Secti',.. 2.2 (c) oflhc Iriinsaction Agreement depnves customers who are under 
contract to Conrail of that competition during the lerm of their contract That seems highly 
inequitable and completely inconsistent with the st.ated purpose of providing competition. .-Ml 
current eu.stomers of Conrail should ha\e .an opportunily to avail themselves now ofthe 
competition beiween NS and CS, not later when their contract expires. That certainly includes 
Yang Ming, and it includes .APL as \\ei! Neither corr.pany should bc forcetl tc Torego 
compelition from NS and CSX for the duration ofour contraci terms. 

.Article 11, Seclion 2 2 (c) also allows NS and CSX -- who are competitors - to allocate the 
iraffic co\ered b\ contract between themselves uithout the consent ofthe affected shippers. 
Tins arbilrar> division ot traffic uithout the con.sent ofthe shipper again tiles directly in the face 
ofthe applicants" much \ aunied claim that this acquisition will result in more competition. 

We understand that .APL has requesled several conditions from the Board prior to appro\ ing 
this transaction. Those conditions are: First .APL is asking the Board to disapprove Article II . 
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section 2,2 (c) in its entirch. Second, if the Board will not lake that action, APL is asking the 
Board to disapprove tha' section ofthe .Application as to all companies holding Transportation 
Contracts for intermodal serv ice Third, if the Board will not lake lhat aciion, .APL is asking the 
Board to disapprove lhat section ofthe Application as to APL. Fourth, APL has asked that the 
Board retain continuing jurisdiclion unlil 2004 to hear petitions for reopening for the purpose of 
imposing any further conditions foimd to be in the public interest. Fifth. ,APL has requested that 
the Board forbid eilher NS or CSX from discriminating in favor of an affiliated stacktrain or 
ocean canier operating al the expense ofa non-affiliated ocean carrier or stacktrain operator. 

My responsibilities at Yang Ming include advising regulatory agencies of the interests and 
concems ofihis company in pending agency proceedings. .Although Yang Ming does nol 
currently use APL Stacktrain Serv ice 1 will slate that '̂ang Ming desires to go on record as 
sharing the concems expressed by APL. and Yang Ming strongly supports APL's request for 
conditions. For the reasons staled above, we urge the Board to adopt the conditions proposed 
bv APL. 

Sincerely Yours, 

Ming-sheu 1 sa>, 
Senior Vice President, 
^'angming Marine Transport Corp. 

cc: Ms. .Ami F. Hasse. APL. 
Capl. T. R. Lee. Solar International Shipping Agency. Inc. 



I . Ming-sheu Tsay, declare under penalty of perjurj that the facts herein staled are true and 
corrected. 

Executed al Taipei, l aiwaii. Republic of China, this 7th day of October, 1997. 

A7. Sr r ^ 
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MM 111 with the STB on .Aujust 29^ 
O .A. Yes 
Ol Q Were the operating lines imeoded to 
l l replace ConraiJ s current operanonj which CSXT 
iTi will acquire and. rwo. '.a accommodate the new 
(«i craffic i.1at will be generated by CSXT!' 
r75 A. Yes. 
(1) Q And IS *e same true for your trua 
iVi schedules^ 

(10) .A. To accommodate the traffic -

H •:;> Q To both replace Conraii's operations 

H and to accommodate anv new traffic that may be 
diverted from motor earner or from other 

111) railroads^ 

« | ( i j i ,\ Yeah, i e scheduies were developed from 

H (161 traffic smdies that were developed co provide us 
( in with the level j t traffic that would be attained 
(11) at vear three .And then the tram scheduies were 
(191 designed to accommodate the movement of those 

• 
(30) traffics. 
(711 Q Okay. Now. do tbe operating plan and 
(iZ) tram schedules prtjvide equal or better service 
(23) than ConraU provided to the mtertnodal and stack 
i2*i train customers that wUl be served by CSXT' 
(25̂  .A We have some instances of that, ves 

H Page 553 
0 And how do you know that that will be 

i ; i the case ^ 
(}i A Through j saiemeni m our operatmg 

• 
«i pian 
.Sl Q You provide a scaKmem m your 
,6) operating plan that vou wUl provide better 
~ service, and that s oased on schedtiies that you 

• 
'81 have compared co current schedules ' 
(9) A. Yes. 

ao) Q Okav And whose current schedules have 
(in you compared^ 
ii2) A. We compared -
(13) Q Just one or two eitamples 
lti) A Wc compared them against Conrail's 
US) current iniermodal scheduies. 
as> Q. Okav Fine In prepanng the 
(17) operaong plan and train schedules, did you or 
(It) anyone on your team consult with Contain 
(i») A Yes 
nsn 0 *^'5rfolk Southern' 
(21) .A. Yes 
(22) Q Okay Sea-Land'' 

H (23) A. .Not to my knowledge. 
(24) Q Okay 
i Ji) MS CLAYTON I'msorrv In domg what 

Page ;54 
(11 did vou consult wi3i mese people' • .2) BY MR OrrOMER 
31 Q In preparmg the operanng plan. 

! i«i .A It' 1 a bit umbrella, so the answer is 
^ ,51 EXAMINATION BY COLTSSEL | >si yes because shared areas is utxlemealh that. 
• lb) FOR APL ; . iMrrED ! 61 Q You did not consult with Sea-Land. CSX 
B (-1 BY.MR GITO.MER ! ~ Intermodal' 

11 Q Mr Omson. I'm Lou Gitomer. I'm ! Si .A Well. I'm saymg to my knowledge I did 
'9> rrpTsenang .APL Lumted. 1 thank vou for your ' .91 not. 

• : j i past rwu difticuit davs wich us aixl I know | ,:0) Q To vour knowledge, ves. you did not. 
H . anoth'irdifficult dav in prtpannon. so f m SUIT (Ill .And to your knowiedge no one on your team did? 
• i ; vou rt ored and xadv u) go I wiil try and j 112! .A Weil, there an" members on my team 

male this as bnel as I possibly can I (13) which are the intermodal representatives. They 
i If vou can t hear mv questions, please | (141 mav have consulted with APL 

H let me know It vuu don i understand what I 'm I (IS) Q Well. 1 was asking Sea-Land first 
H ~ isKinc vou. please ask me to rephrase the ! (i«) A Oh. I'm sorry Wich Sea-Land Not to 
* .luesoon and I will glad to do 11 tor you. Also, .17) mv knowiedge. no 

• i : vou can answer questions ves or no. tliai's 1 (H) Q CS.X Intermodal^ 
. fine IOO If vou teel vou want to add some (i») A Yes 

H .rxplananon. please teel tree ,Mi 0 Okav And.APL" 
m With the encepoon ot local trams, is i j u .A Acain the CSXI intermodal 

-'. the oniy train service proiected !o be provided 122) represenanves mav have talked with APL. 
hv CS.X over the New York Central Lmes. LLC. and (231 Q CSXI Intermodal' 

M Zi- :n the shared assets operating areas reflected in .:4i A Weil, excuse ine CS.X Intermodal. the 
H CS.X -1 which IS the schedules which were filed acrt!nvm for It IS CS.Xl. 

Paue 549 to Page 554 .M.DERSON REPORTING COMPA.VY. INC 
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Page 555 
I) Q Right. CSXl IS not an applicant m 
:, -Jiis case as I understand it? 
1. .A It IS not 
41 Q CS.Xl IS not a subsidiary of CSXT^ 

A That's correct. It's pan of CSX 
6) Corporanon. 

0 .Now. m prepanng the operatmg plan, 
ill did you receive any schedule requests, tliis is 
(9) diffceni tiian consulnng with, r r suggesoons 

(101 from .APL" 
(ID A. Nol to my knowledge 
(12) Q Or did anvone on your team' 
,13) A Possibiv che representatives from 
(141 Intermodal 
(151 Q OUy CSXI'' 
(16) A. Yes 
(in Q Okay Sea-Land'' 
(in .A .No 
(19) 0 Any odier mtermodal j r suck tram 
(Ml oper:;ior' 
(211 A Not to mv knowledge 
(221 0 W'hai efforts did vou or anvone on vour 
(231 team nuke to understand .APL s needs and concems 
(241 tor tram service ' 
(23) A We had meenngs with Conraii 

Page 556 
iij representaoves who currentiv schedule and manage 
(21 Conrail's operauons Thev prtivide us with 
i3) bncrings with restwct lo all the mtermodal 
(4) requirements which wouid mclude the rcquiranents 
iSi for intermodal customers such ai APL and others 
(6) So thev gave us a general .Jescnpnon ot the 
(Tl overall network, wnv the network runs ttiis way. 
i«) whai 'Jie schedule requirements are 
(9) Q Thev told you what Conrail's operations 

(10) were tor their customers' 
(ill .A. Yes 
(12) 0 .And do you know if NS itiade such an 
(131 effor.' 
(141 A. I don't know 
(151 0 Okav TTui s fine. Now. have you 
(161 confirmed with anv of CSX's customers that the 
i n operating plan meets their specific service 
(Ul needs' 
ii9) .A Not 1 personallv. nc 
iXi Q His anyone m your team' 
(21) .A Yes 
(221 Q Okav Have you done ihis with APL"" 
(231 .A, Yes, 
(241 Q And what was APL's response, do you 
(251 Icnow ' 

Page 557 
(11 .A. I don't know the subject of their 
(2) response 
(31 Q Okav .And that would have been a June 
(41 25 meenng' 
(Sl A That and subsequent meetmgs. yes. 
(61 Q And vou were not at anv of these 
C) meetmgs' 
iji A No 
i9i Q Do vou know it anv ot the trains that 

.!(). have been scheduled bv CS.X m the operatmg plan 
: 1 are dedicated .APL trains' 
i : .A I Jon t know 
1' Q Now . APL operates berween Chicago and 

. 14 Balamore and Chicago and Boston and bas special 
i< services provided, the fillet and toupee 
;« scrv ices Do you know what those services are' 

.\ Yes. I dc 
» Q And does CSX mtend to make provisions 

:» :o conn.nue providmg those same services' 
;.> A Thii is mv understanding 
;. Q Now . are vou aware ot the extent to 

which Conrail provides special services for .APL 
ai Boston. Baltimore. Hamsburg. Svracuse. 

.-4. Toledo. Columbus. Wooster. Spnngfield. 
Momsville. .Allentown. and Pittsburgh' 

Page 558 
A Would you read the very first part of 

(21 the sentence agam. 
(3i Q Okav .Are vou aware of che extent to 
(41 which Ccnrail currentiv provides terminal 
(Sl services for .APL' 
16) .A. I don t Save personal knowledge, no. 
(Tl Q Okav Do you itnow .f the terminal 
<D services were mcluded as pan ot the operating 
i9i plan' 

(101 A I know m the operating plan that we 
(11) state that we're going :o provide certain 
(12) -.ervices in different mtermodal facilines. 
(131 But. you know, specific services that are 
(14. required for APL I don'l Know of 
(15) Q Okay Thank vou Does CSX propose to 
(16) provide anv specific service to .APL at the 
(IT) ICeamey terminal" 
III) A. Yes. 
(191 Q Could vou descnbe that Not the 
(20) service to the Kcamev termiiui but to .APL's 
ilVi pomon .5f It. .Aind I icnow on pages Z20 and 228 
(22) and ZZt you discuss the rest of 'Jie Kearney 
(23) cerminai. but I'.m talkmg ab»)ut .APL 
1241 specificailv 
.:5. .A The operanng plan SQtes that three 

Page 559 
111 shared asset area crews will switcn the .APL 
(2! cerminai and local customers. So these would b« 
(31 crews thai would be directed bv che shared asset 
(4) area m terms of the switchmg operaoons. I 
isi Jon'i know of the uiside lermmal services 
<6) operaoons. 
rri Q .All nghl. You ve said that the 
(1) operatmg plan is the plan which will be fiilly 
(9) implemented three vears after the transacnon is 

(lOi consummated, is diai correct' 
(ID A. Yes. 
(12) Q Okay Will mtermodal service for APL 
(13) be implemented on day one or will it have to wait 
(141 three vears for the proposals in the plan' 
(15) .A. Mv undersiandmg is that it's a 
(16) pnonty to have day one opcTDons in place for 
(17) cnocal serv ices includmg all of the intermodal 
(H) se'vices. 
(19) 0 But. as Mr Donovan pointed out 
m earner, there is no evidence before the Surt'ace 
ai) Trinsportation Board a', to what day one 
cri operancns wdl be' 
i23) A Weil, wiitim the statement that I just 
241 descnbed. that me mtermodal plan that's 

outlined m here would be retlected in our day 
Page 560 

ll) one operaoons. 
(2) 0 So the mtermodal plan in thc operatmg 
(3) pian IS also mtended to apply on day one' 
41 A There mav be some siicht adjustments tc 
^ It. bul for the most pan I t luii It's a 

,6) framework th«i would be guidmg the operaoons 
m ior day one 
If) Q Okav Now. if the number of trains 
91 that are projected to serve .APL mcrease. does 

.0. that mean that the number of surplus locomotives 
;.. that CS.X will have will decrease' 

A. That would have to i>e studied to find 
: 11 .IUt the answer to thai 
;ii Q Okay Now, if CSXT was to obtain 

.151 100 percent ofthe .APL's traffic, would you have 
(!6i CO add addiDonal trams to your operatmg plan' 
l ' l .A. .Again vou would have to study it to 
;«i understand that. 

ii9r 0 In vour operating pian. are you 
(201 proposing to handle 100 percent of APL's traffic'' 

.A. I don'i know what portion of APL's 
;: mff;. that we re planning on handlmg in our 
;:• operaling plan I know ir. our operating plan 
:4. we re gomg to provide senicss for .APL. but I 
2-' don'( know whether or noi it's 100 percent The 
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111 mformaiion was provided to me by the intermodal 
(2) representanves thai were domg this wort on my 
(3) behalf 
(41 Q .And they received the mfomuoon from 
($) the .marketmg group' 
.61 A Yes 
(71 Q And your part cf the project m 
H) prepaianon of the operating plan did not rc<}uire 
(9) you CO understand che contraci berween CSX and 

Norfolk Southem which divided contract traffic' 
A .Nl). ! don'l have any knowledge ot 
that You know, a further pomt to your 
SQtement. you said IOO perceni of APL. Those 
schedules and documents dial we' ve looked at over 
the iast two days requested for schedules to 
pomts such as Hamsburg which CSX won't provide 

171 service to. So. co accommodite 100 percent of 
lit) Conrail's APLuperanon. I cfiink I t -
(191 0 You won t be able to accommodate-
(20) A Yean, we can ( accommodate it ail 
(211 unless you got us trackage nghts there. 

0 One lastquesnon 
A You see how ured 1 am I want ttiat to 
be in the record. 
Q 1 understand that you carmoi provide 
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112) 
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.15) 
(l«) 

'221 
23) 
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Page 562 
(1) APL with a cutoff ame for delivery ot coniamers 
(2) or the availabilirv ome once contamers are 
(3) delivered to destinanon at tfus pomt m tune. 
14) IS that correct' 
M .A. Yes .And the schedules that you 
16) provided to us did not have current cutoff 
T) nmes Mv telephone conversanous with my 
i8i represenanves have said that li s a 
9i case-bv-case review of what the requirements of 

; :0) the customers need to be so that we can 
ill) accommodate thcit requirements and mat those are 
ii:) ongomg discussions berween APL and CSX. 
13) 0 Which leads to my next quesDon. tfiai 

. 14) those negotuDons. wouid thev be conducted with 

.13) CS.XT or CSXT" 
(161 A. With CSXI. 
1171 Q Who IS not a party to this case and who 
11 Jl IS noi subject to the ov ersight of the Surface 
19) Transponaoon Board m this case and may not be 
20) subject to anv condioons which the .Surface 
:ti Transportanon Board would impose and which -
22 MS CLAYTON I'm gomg to object to 
.231 chose legal conclusions on vour pan. 
.:4) .MR.GrrOMER: That s fine 
.25) MS CLAYTON Obviouslv. it the ST^ is 
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making anv condmons on CSXT for the way it 
operates its mtermodal service i would assume 
thai, you know we re lalkmg about die operating 
plan which is m here 
MR GrrOMER Those are all the 
questions I have Thank you very much.. 
Mr Omson. tliank you for vour time. 
Counsei. chank vou 
THE WITNESS Thank vou. 
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(10) 
( I I I 

(12) 
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(IA 
(IT) 
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Ol) 
aa 
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tW) 
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.And. (berefore, we are going to adjoum 
at dus time aod schedule anotlier tune for Ibose 
people who bave already oooced him u»i did not 
have a rhanrr to depose him today Anc we will 
get back to chose peopie with the date and ome. 
fWhemipon. at 5 45 p.m.. the 
deposioon adjourned, to be resumed on a and 
tune to be determined by counsel.; 

Signamre of the Wimess 

SUBSCRIBED A.ND SWORN to before me this 
day of . 19 . 

NOTARY PCBUC 
My Commission expires: 
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.1) APL LlMrrED 

. : i BY MR CrrOMER; 
131 Q Mr Mohan I'm Lou Gitomer. I'm here 
14) representing .APL Limited, and I have some very 
i5i basic questions for vou aoout the proposed 
.61 operations yi the Nortolk Soulhem over the 
i7) portions of me Conrail system that it will be 
111 iiperaiing 
.9) First, except for local'-ams. IS the 

110) oniv train service projected to be provided by NS 
111 over the Penn Lines LLC and ir the shared assets 

operaling areas retlected in .NS-19 which are die 
.13) Nortolk Southern schedules' 
114) A Couid you refresh mv memory with 
(1!) respect to what NS-I9 might Be 
116) 0 NS-19 was four volumes that was the 
(17. supplement to volume 3B. the projected train 
(18) schedules That s just volume 2 which has the 
(19) intermodal schedules 
(20) .A. Can 1 confer wiUi counsel for just a 
i j i i moment' 

(J Absolutelv 
(23 (Wimess conte.'s with counsel.) 
(241 THEwrrS ESS To the best of my 
(25) understandine of che document ihat you handed me. 
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(11 that capnires che schedules from the document 
i;i depository whicn were basically schedules that 
(3) would expenence substantial change or which were 
.4) new Whether that document includes currem 
,5. Conrail schedules that NS would intend to 
.6) mainuin I couldn t sav without review of the 

Jocumenc 
.«. !n the document deposiiorv. chere was 
9) also a set ot existing Conrail cram scheduies. 
;0) .\nc. unless che schedule were to change 
; I matenally. chere is no mention ot ii in the 
i : . operating plan 3B volume wnich means tJiai certain 
111 schedules thai Conran now maintains would also 
141 be maintained bv NS. 
IS. BY MR GITOMER 
16) Q So .NS will continue certain ..onrail 
r i schedules' 
III A Yes. that's nght 
19) 0 Okav And NS Will continue those 
:ii) schedules beginning on dav one of operations of 
:i) the rev;sed ConraiP 
;:) ,A Thai s mv understanding 
:J) Q S" chai cne ..itierating plan and these 
.•4 .cficduies :r NS :9 jre noi intended lo replace 

ii; •( r 'nr:lll '^ iurreni loerations' 
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• A You rc .jorrci.! 
0 Bui Ihev arc iniendeU lo accommodate 
che Jivened cratfic and che new Business' 

• A And. Co lhe cxienl chai i schedule was 
clanged for .'cjsons uihcr Lhan new business or 

. diversions we ilso ined co maKc mention of it. 
Q Thanx you The new schedu.es and Ihe 
r -ised operanng plan, where they replace 
^.trent Conraii service, do thev provide bener 

scrv ICC than Conrail had been providing as a 
^rnerai mi.ier' 
.A .Manv ur ihcm Ju ves 
Q When you were wiih Soulhem Pacific. 
was APL L.miied one ol your customers^ 
A .Absolulelv 
0 And you jre ramiiiar wiUi the service 
requi.'emenis ihai APL has' 
.A Yes in i general sense 
Q And you know mat .APL is aiso a 
cusiomer of Conrail s' 
A Ido 
0 .And chac APL provides a greai deal of 
tralfic CO Conrail' 
A And CO .NS I believe 
0 Bui at leasi here we're talking about 
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!) changing the service Being provided bv Conrail or 
: looking Jl poieniial .:nanges in iJie service In 
•'. prepariiu thc joeraiing pian. did vou consult 
4) With anv poieniiii shippers who might be 
5. iffecied' 
61 A I mvself iJid not Wim respecl to what 
^ lhe iraffic wimcsses mav .ir mav not have done. I 
Sl don 1 know 
«. Q Okav Bul neither vou nor anvbody on 
I. the operaling plan icam d id ' 

A I did nol I can i speak specilicallv 
: for evervone un lhe operating ceam 
i. 0 Okav Did either vou or Che o(>eranng 
1. leam receive requests trom any potential 

I shippers, as an example APL or Sea-Land, for 
)i specific schedules' 
^ A .Not 10 mv knowledge 
II Q In prepanng the operanng plan and the 
» schedules, did vou make anv efforts to understand 
1) APL's needs and concerns' 
. A .Vtvselfpersonaiiv.no 
I 0 Did anvbcdv on vour team' 

A Yes the shared asset area group 
) jndenook cu assess APL s needs pamcularly in 
• Northern New Jersey with restiecr to direct 
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service to and trom lis lermina ai South 
Keamev And with respect :o anv otf.er contacts 

. thai mav have been made wim APL. I'n. not aware 

. ol wiiat chev miiihi have been 
0 So sou wouidn ( know wp.emer anvone on 
vour leam or anvone ac NS mei with .APL co see if 
inv scneduic .nanees would meei .APL s needs' 
A i'm noi aware cfijc anyone Jid. bul they 
may have 
Q Do vou know It anvone ai N'S met with 
anv Olher shippers co Jelermine il these new 
scheduies met their -iceds' 
A I don c know omer than co che rffeci 
:hdC c'.c iraifiv wimesses mav have 
(̂  But nol che operacing witnesses' 
A Not the operating w itness 
0 Okav You said chat certain Conraii 
crams would be operaced .'iv NS as chev are 
codas How did vou make che determination noi to 
.nangc those C.'nraii irains' 
A It there appeared lo be iratfic trom 
;ne model for the irains and Che operation 
jppcjred CO be as efficieni and expeditious as 
.ould be. we Jidn i change n 
0 LL' -.'u know .r anv .ir the crains in the 
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operanng plan or :n che schedules are dedicated 
CO >erv iwC for APL ' 
A i believe wcrtain 01 lhe existing 

. Conrail v..heduics arc Certain of che .N'S 
.vficauics mav oe 
Q But you couldn i identiry diem' 
A Noc wimout documents m tront of me 

' Q Are vou tamiiiar wiin Conraii's 
ipcrations tor APL berwcen Chicago and 

Baltimore' Conraii provides doublestack 
operauons oui ot Chicago. But before they get to 
Baiiimurc. because ot nannel clearances, thev 
nave 10 wnai chey cail fillet che doublesack 
crams 
A I'.m familiar chac chere s a filleting 
operation I didn i immediately associate chat 
4..ih A P L 

Q Does die operating plan make provisions 
tor NS 10 continue (o provide thai service? 
A L'niil such rime as the .clearances on 
the Pon Road hranc.i ro Baiumore and the 
Northcasi corndor are improved which is a 
specific pan 01 che plan in order to get 
Jouoiestacks in and out ot Bainmore without 
fiiiciinii 
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!) Q Do vou nave a cime o r wnen that 

renabilnation w^,'k wii! be completed'' 
3i A Ic > a nigh pnono. But I don t know 
4. che specific cimeiine no 
• 0 So It could be anv w iiere rrom year one 
6i Co vear chree' 
* A Thai s Basicaiiv -orrect co the best 
D) ot mv personal knowledge 

•9) Q Conrail provides cerminai services for 
(1. APL in Baltimore Hamsburg. Toledo. Columbus, 

i i and a number ot omer locations that will become 
:: pan ot the prope.T. lo be operated by .Norfolk 
;• Soumem Will N'S Be providing the terminal 
14. services at those locations' 
iSi .A There IS nothing in che operaong plan 
16) mai wouid indicate mat it wouid not. 
17) Q Does .NS have a contractor m mmd for 

111) providing those services'' 
.19) .A. N'oi to my knowledge 
i:0) Q On the other portion or the division of 
.;: Conraii. CS.X .'las indicated that its affiiiiaie. 
i ; : CS.X Iniermodal. will be providing xrminal 
i;3i services Bui. as tar as you know. Nortolk 
124) Southern itself will Be prov laing the terminal 
i25i services' 
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l i l A To che Best ot mv knowledge, aithough 
i : i .N'S iniermodal will make 'Jiat ulnmate 
.J) delermination in coniunction with the customer 
41 0 So 11 will be something negotiated bv 
5) APL and .N'S iniermodal' 
6i A Thai s mv understanding 
*. (J NVhai serv ices Joes .N'S propose to 
SI prov ide for APL al APL > Keamev cerminaP 
"I A To che best ot mv understanding, the 

i " . inier.i chat .NS has is to ope.raie such unit trams 
, or nore properlv inuci crains as mav be required 
; bv APL CO and trom -lie Soudi Kearney terminal 

And. CO me best ot xv recollection. 
- cn̂  sc ir.viuje scr̂  i,.cs now operated via wfiat is 

reierred co as cne Pennsylvania main line tjerween 
.6. Ciicago and South Keamev My recollection is 
" chac close are existing Conrail schedules that we 
s majc no anemri CO-nange 

oi. 0 .How joouc sc-\ -:s within .APL s Kearney 
;:• ccrrr.inal itsci;" 
:. A ; .T. noc aware thai thai ,s a settled 
;: issue as lo wi^o lhe cerminai operator would be. 

l APL *ishes 1110 be ..ithe' than APL. 
:• ^^cil codav Conraii prnv ijes certain 
c; sc" i.es t i ih in :he cerminai. chey provide some 
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swilching. tram makeup Ana APL is very 
inleresled in conlinumg co ciave one of ihe rwo 

•.' camen or mavbe esen boih camers provide 
4 1 chac 
? A .'viv understanding and recollection is 
0. mai cne operation ai South Keamev was designed 

i7i wim clcxibiiiry and Oireci access lo .APL in 
Sl mmd. chat, if APL s requirements were for train 

-ers ICS direct from SouUi Keamev (o some point 
. m lhe .KPL nerwork. chat N'S would be able to 

.iperaie ii. if there were i need for switching 
; serv ice chac the shared asset operator couid 

, ! i proviac 11 
14) Q The operaling plan vou meniioned 

fisi earner was prepared co be filed with me Surtace 
16) Transportauon Board is ii also a biueprini tor 

i 11 .Nortolk Southern s acrjai operations' 
,11) A Oh. ves. yean Frnm wnai I have heard 
119) so car. from mv informal contacts with the 
:oi implementation ceam. ic s verv much a bluepnnt. 
:i) 0 Now. the operating plan will t)e tully 
i22i implemented in vear chree ot the transacnon. 
i:3i alter the transaction is consummated What about 
:4i on dav one ot the transaction ' 
.251 .A There is a greai deal ot transition 
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. I, leam planning at NS now lo address ihal issue 
:• Wiin resoeci to specil'ic Jav one implementing 
li ssues. thev reside with the teams Because of 
4) the lack ol intormaiion available irom Conrail 

<5) and an unwillingness co ne presumpmous about STB 
6) approval, chere isn c a coui transition plan 
* chai was available at the time ot me tiling 
m Q Do sou expect sucn a iransiiion pian 10 
91 be in elfect. assuming thc STB approves the 

1101 iransaclion bv me iime ii Becomes etfecnve'' 
ID A. I know thai chat is .NS's plarming 

,i:) intern and that is whai chev are concentranng on 
113) now 
14) 0 Along those Imes. Exhibit 16 is a 

.151 new spaper article indicating that there may be 
16) some thought about going slow m implementing the 

.171 transaction How can vou reconcile that wiUi 

.i l l providing service lo Conrail s current shippers 

.191 on me r'lrsi dav atter consummation ot the 
>xi lransaction' 
ifci .A. Exnibii 16 IS a newspaper amcle 
i:2) compiled I am sure with the best information ard 
.:3i mteni Whai I have heard trom NS is slow. 
i:4) detailed focused, careful I m nut so sure that 
.2«) the empnasis has ever been in my discussions on 
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;• slow SO much as it .has been on deuiled and 
r, carenii 
3) Wilh respect lo dav one operations. 

,4) while the iransition teams are responsible for 
M the plan. 1 would imaeine thai, on day one. if 
61 diere is a service demand mai APL .las and it's 
-1 addressed by die existing Conran operation, then 
5) NS would continue co maintain ii 
91 0 Would NS be able to mainuin dial 

.101 operation considenng the C.'nraii properry will 
111 be divided me C.inrail equipment will be 

.ll) divided, che service obligations .iver Conrail 
1)1 will fie divided ' 

.14) .A The cransiiion teams 1 know are vers 
15) aware oi chose issues and manv oihers Wiih 
isi respecl CO how thev mend co Jeai wnh ihose 
;-. s ery important specitics, I am not pan of ihe 
isi transition planning effort and couldn i address 
•41 It 

.• Q Going ba,.k 10 vour mention It che 
Conraii scBeduies that are in eitect todav diac 
will remain m effecc after the cransaciion is 

•• vonsumnaied. chove vcheduics ^onuin cutoff times 
i 'orjelivers ol containers ar.a avaiubiiirv cimes 

.•• CO pick cp ̂ onijiners .'ncc the have i^etn 
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Jelivered You said thai .NS would maintain those 

; scneduies Does that include the cuiotf ames 
v and che avjiiabiliiv times' 
4 A I clink perhaps with all respect, chai 
s. thai question would be Bener addressed to 
01 som.eone :n authontv ai .NS 
-. 0 Was thai considered in developing your 
t) otieracing plan' 
9) A .Not specificailv, no 

1101 0 As APL reads me application and the 
. state.ments bv CS.X and Nortolk Southem. it 

•; appears chat che APL craffic is going to be 
li}) divided berween the rwo railroads If NS were to 
114) obuin IOO percent of che APL craffic dut it can 
115. handle, chat is lo sav. noi craffic going to 
1161 Boston because at least is che pian is configured 
i i ~ now .NS does not reae". Boston, bul IOO percent of 
. «i che APL craffic thai NS can nanale. would thai 
191 require additional trams lo Be added co the new 

iX) .Nortolk Southem svsiem' 
i2ii A. If ii were co all Be added to NS in 
i22i wnat we migni reter 'o as a result of a 
• 231 real-world negotiation as opposed to a traffic 
:4i spill determined bv tratfic wimesses m the 

.25. filing. ! would certainly chink dut would 
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. require additional irain services yes. 
Q You re noi in a [xisiiion 10 suie 

) inemer NS is wiiling co enter into a real-world 
41 negoiiaiion are you' 

i5i A. I'm noi BUI I know ihai thev value 
6) APL's business verv hignlv 
- Q Okay You indicated that the APL 
Sl traffic wouia continue lo oe rouied over the 
9. Conrail routes chat it has looav So die 

iOi indication m che operating pian thai the 
. Soudiem Tier route would be used for doublesack 

; and intermodal tratfic 'jvouid noi include APL 
ii3i traffic' 
(141 A. If -APL .'cad an expressed preference for 
(15) the Southern Tier. I'm sure NS would be willmg 
(16) to discuss that issue 
(171 Q I don t thmk at this time the Southem 
(II) Tier is m the physical condmon to meet APL's 
ii»i service requirements 
120) A APL s .nign volume easi-wesi business in 
121) the plan was not changed. It would, therefore. 
1221 continue co move via the Pennsv ivania route. 
(23) 0 Along chose lines ol .APL s traffic noi 
I:J) being changed, is there anv plarming or any 

'hought Being given to relocating the 
Page ̂ 06 

APL-Conraii-UP mterehange to ICansas City ' 
: A N'o. not to che best ci mv knowledge. 
1 MR GrrOMER Thai lakes care ot all my 
41 questions Thank you verv much. Mr .Mohan. 
? THE WITNESS You re verv welcome. 
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r:i) EXAMINATION BY COUNSEL FOR API LiMTTED 
as BY MR. arroMER; 
C3) (J Goou •Itemoor. .Mr H v - Agun, I 'm 
i24) Loo Giion>«r of B*U Janik here TO iMbaif of APL 
(231 LimiMd. 1 «Mum« YOU'r» f i m i l u r wilh APL. 

n 
•.n 
9) 

,10) 

l l i ) 

113 

(IJl 
(141 

(I,*) 

(16) 

(171 

( I f l 

i l l " 

p«g«:6i 
A. Yma. 
Q. i*v« got thrKm butc ircas of quanoos 
rbr you. Ona anca u general background, ooa 
involvaa iha Soum Kaamav yard and tha oOiar 
invnivaa (ha Conraii tranip^iruaoa conraca. 
wniui ara aiitmjtau in Mwuun 2,Z(cJ or tha 
tranaa<3ion agrament. 
In yourventieU suicmml i ( paga 13T. 
vou v« said thai you were invoivad ui nacwor^ 
larvica Uasign. W-iuld you jpva ma • bnat 
axpianauon of what nacwohc sarvica daaign 
mvoivad? 
.A. Yea, nr. It involvaa lhe deveioomem 
ofthe craia plan, blocking and scheduiuig plan 
for how tratfic i> brougnt cogether. tccuxnuiazed 
into blocka and than accumulatec lOXO trauu and 
Chan ma (ram schauulaa that ara arTanrtim to 
chat, ncluumg trei^uencv. pnonry Esaamiaiiy 
'.ne daiimnon of how one 4Ctempu to run a 
railroad 
Q So che location of me railroad lines, 
cerminaia .s importini to how a raiiroad would 
operate' 
A It' s ljur factory 
Q C.'uld vnu gxpand thai Co sav how iny 
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(I) 'raraporuiion cotnpany wtiuid or anould uparaf? 
ra MR SIPE. I don c jnder«and chat 
(3) ^ues- on 

(41 BY \iR arrcMEs. 
iTi Q 'A^Duia vou jay cnal planning a nafwork, 
.6) wftemcr t C)c sciei-me^ ror a tram or tbr a 
(7) trtiwx j r 'or a oroker wou.u Cje tmportam? 
(A A Verv imtjortani. 
(.f) 0 \ow, you've auo indicaled la your 

(10) venr.eu staiemerB ac page 138 thai you worfcad in 
.11) market legmeniauoo to identify now to aaasty 
(121 -uscomer?. Could you give ma a Pnaf axpianacoo 
(131 j fcha i ' 
(Ml .A. .Veil, .n a IOO I .had doing iong-r«ng» 
(iJ) piaruung. *e dia a ciaaaic martel iegmamatioa 
(to stuav -^mcn aoempieo to look at our suiucaa 
(IT) "Torn a commodiry. cuatomer. carload and comdor 
(If) yersoes-iive - tfie four Ci neiped tna iaMiaaiil>ar 
(1*1 thai - «na we reaily maae an attempt to 
(201 jnaersunU wnai were the injreUients thai 
(211 Jeiermjnca wnai a Ouameu waa and v n u tha 
r;a ijunneu guinea So mat s a rairly coramoa 
(3) tecnmuue cor aoing strategic planning. 
(2*1 Q And '.o tind j u i wnat a auainaaa waa and 
.25) .j/nai .( reouireo. Ĵ aa it eaateal ust to caik to 
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ID cne ousinejj. co sic Jown and negonaic "rith 
(21 cnem' 
13) A. No. il really u more ot an 
(«) anaiviicaiiv-oajaa acproach to undarttafld (ha 
i5) iogijiic >irucnjre of a very complex juJJiect, ot 
161 a mix .jc -ommodirv anu .ar type and comdor. 
-7) "hat IS cmpioveu co make mc pannersflip baiwasn 
.<) -fte raiiroaU anu Che vjsiomer wont. 

Q One ot the reaj4ini you va given for CSX 
1 lOi eniennt chij iiaiuacuon was Chac it would 
(111 mpnjve iis vompetinve position vis-a-»ii 
(12) raiiniaus. and mac s on page !50 of your 
113) ventieu statemtni. Is CSX aiso improying l a 
(141 compeiitive posilion vis-a-vi$ omer modaa.' 
,151 A Yes. 
(i6> Q Ana wnai would ihoac modca be.' 
(17) A. .Most pamculany. truck. 
(in Q How aOout Barge' 
(i») A .Not very mucn. 
(301 0 Ocean-going veaaeii' 
120 A T-j tne exteni we nave acceaa to naw 
t's ports, yes 
(31 Q. Freignt rorwarders or brxjkers? 
(jai A. Yea 
r2Ji Q Ana wouia this be lusi CS,'<T or ail of 
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11 -̂ ne CS X Tranaporudon ennnea.' 
25 A . I mini ail of me CSXT transooruuon 

(}) enticiel. 
141 0 All ci cha CSXT Whac aboue CSX 
(Tt Intermoujl' 
,«i A CSX Uilermoaai. as well 
.7) Q And Sea-iunu' 
'tt \ . I Jon c chilli this crarjaction airectlv 
'Vl Benetiu Sea-ljml 

IIOI Q Does iea-t..4na have train scrvica into 
(ID .New Yon codav ' 
(12) A Yes. 
(12) Q Is mat iver Conrail'' 
(141 A. Partiailv 
C.St Q Dn you chink cnal service (tlay be over 
ii»i CS.X aner chis cransacuun' 
'-) A Vlavne IS Che opemtive phrase 
'•.I C Lci s move on to Soum Kearney yard 
-1 *nere A PL ."las us large eastem intermodai 

,3' 'ermmai Axn ! .lomeci chai CSXT. I guasa 
: ch.i,'ugn cle New Yon Central L;nes LLC wii i own 

l.'IC S.iudi Keamev intermodal cerminai atter tha 
,22. cransawluin ' 
..:4i A ;c 1.1 ie assigned i clins jwned is 

a I'er. ev'ai ?nr»se 
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Page 265 
II) Q I agree with vou. It will be aaaigned 
(2) to N Y C 
(3) A Yes. and therefore, to CSX. 
nt Q And lilies mis include the portion of 
i5) that terminal chat is ieaied to APL.' 
Ift A Yes 
rh Q .Now. there IS currently a lease berween 
IXI APL and Conrail tor lhe portion of the South 
I9t Keamev terrrjnai thai APL operaiea in Are you 

(10) aware of ihot lease ' 
111) A. Yes. I am 
(17) 0 Who will be responsibie for the Conrail 
(ill ponion of thac lease after the traiuaction.* 
(14) A. I believe CSX will 
(151 <J. Will Ihat be CSXT' 
(16) A . Yes 
(17) Q Su chat the duties mat Conraii now 
(If) perTv-irms wti] be deiegaiod - try and help ma 
(l-ft with this necauae I'm getting a liCtie contuaed 
(3D) because of the structure - from ConraU lo New 
(21) Yort Central lines LLC and then to CSXT' la (hat 
(221 how It will flow ' 
(23) A.'That's a lol more complicated 
i24) unaerstanaing than I have uf ]t. 
(2?) Q Bul somehow ii will j;o from Conrail to 

Page 266 
1 C S X T " 

C) A . Yes. 
(31 Q Bul CSXT does not envision dalagating 
(4) Its duties under rhe lease any further or to any 
15) -orporale affiiiaie' 
(«i A 1 didn't mean It) say thai 
(7) Q I didn t sav Ihat you said that I wat 
(It) just asking you if CSXT inienued to delegate (O, 
(9) for example. CS.X Intemusdai 

110) A. It vviuld very well he 
(111 Q But mat hasn't been uetermined yet.' 

A I would imagine CSXI wouid operate (he 
13) cerminai. 

(14) (J. .Now. Conrail currentiy provide* 
iisi switching other services for APL at South 
' in Keamev Are we at the point where you wouid »«y 
l i l thai CS.Xl will Be perform those services' 

m A I'm "ertain that CSX will be performing 
Jl chose services, certain 

31) 0 CSXl. CSXT' 
1 A Thai maners - I m a bu conhiaed by 

.•:i thai .Mv company will pertorm lhat aervice for 
r'i your client I 'm not trying to be cute. 
•4. Q No. I undersund thai, but CSXT I the 

1 'ailroad. wnich is a subsidiary of CSX 
Page 267 

111 C.>rporaCion' 
(2) A Yes. sir 
i3) Q CSX Intermodal i t not a subsidiary if 
141 CSXT. .t IS alto a subsidiarv of CSX Corporanon.' 

•i A Tliat s my understanding 
0 ..-.S'lCT It a railroad, dial's correct. 

0 CSXl arranges mtermodal shipments 
ihniugf.oui the courtrs ' 
A Yes 
,> APL aiso arranges iniennodai shipments 

chroughoui the country ' 
A If sou sav vo 
13 "rhai s tine If APL has auesuons 
conceming service at the South Kearney terminal. 
who should It contact' 
MR SIPE At what time frame' 
MR CrrOMER After che transaction. 
MR SIPE Post-transaction' 
MR CrrOMER P.nt-irantaction 
THE WITNESS ll should contact - it 
depends .in what 'Jic service prr^biem is If it's 
an 'Ver che road proBiem or a lerminal problem --

3V MR orroMER 

(••l 
(IOI 

( i l l 

(12) 

Page 268 
Q A lerminai prohiem 
A I wouid contact thc operator ofthe 
Kearney vara terminal 
0 And thai would he a CSX company, it may 
he CSXT .ir CSXI' 
A Vet. I'm nvit certain h*»v. that's coming 
out 
Q This IS t»ri>nahly mere or an viperating 
quetiion hut let me (ry Can yuu explain how you 
intend to integrate lhe APL services at Sotith 
Kearney wuh me rest uf the services currently 
provided hy Conraii at the adiacent Kearney yard^ 
A I 'Jiins we're jutt beginning to leam 
and we re beginning tu vcudy the busineas in th* 
Normem ,Nrfw Jersey icrminal area m order lo 
develop a pian tnal tons tl-.at uut in a way that 
saiistles the needs of uur customers. 
Q Do vou expect that to include 
discussions wim those customers' 
A. Yes 

Q Let's tum to section 2.2(cl of the 
transaction agreemeni. which is in Volume SB. 
A Do you nave a page from that' 
Q ll It from paget 25 to 2<? 
A Okav 

I (lai 

(131 

(141 

»15l 

( X l 

(211 

(» 
( 3 1 

l24) 

Page 269 
0 It begins nght ac die lop uf page 25 
Now. It section 2 2ici an agreement berween CSX 
and NS. whu arr rwu rail vamers. to divide 
traffic. diviUc services and divide me aaminga 
ofConrail's coniracl traffic ' 
A Yes 
Q Now. tuming r̂ ack tu page 23, chere it 
a Jeriniiiun uf me term Iranspurtation 
ontracts And I lusi want tu he clear mac this 
encompatset ail cuntracit Because at least pnor 
tu 1996. my unaersianding was there were rwo 
types of conirai *̂  Tliere were transporialion 
contracts tnat re filed with thc Imerstate 
Commerce C immitsiun and there were concractt that 
were entered between che railroad and .ts ahipper 
fcr exempt cummodilies that were not filed with 
the Interstate Commerce Cummission. Today 
neither uf mose are tiled 
Now. I jutt want co make sure that thit 
definition uf cuniracLs encumpastes bodi or i f it 
lUsi cncompattes une 
MR SIPE Du vuu kn.>w ' 
THE wrrNEJS Idnn'tknuw 
BY MB GITOMER 
0 ^ ou don t know. onay Su it could be 

Page 2-0 
1 jne ur me other ' It could be all contracta 

(21 berween Cunrail and us snippers' 
(3) A r u nick wuh I don't know 
14) Q Now. section 2.2(c)iinai. wmch i t on 
15) page 25. and etpetiaily subpart .'hi uf that. 
(61 whicn lk down tuwaros tjie btilMm ofthe paga. 
(71 defines uuai And I 'mjut i iixiking tor a 
(in Jefniiioj) uf dual with re>:ard co intermodal 
lit serace. And I lusi want to ask yovi about « 

(lO) couple uf points, whecher thev w ould be 
(111 cuc.fdered dual under thit definition. And the 
(I2l firs une could he Chicago 
..?) ', Dual 

- 0 Suum Keamev ' 

A Dua. 
!• Q Baiiimorc' 
' A N t i i d u a l 

Baiiimure wuu d he CS.X . wuuid be NS ' 
\ luld he eiiB'-r 

;2U) Q '*'hy wuul'.. yuu sav it v nut Juai' 
i:i) A To the hc»i .'r my knuwiejge. there It 
22! no vummingled tacilities in Balliinure 

.2''i Q Weil, lel v ..'u hack to hi Tlial'Laiks 
-rii ih.iui. fur uitermudai vervice. all intermodal 

'av iut let lb ans ^i t \ 
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(«) 
(KJ) 

( I I ) 

112) 

I I M 

1141 

( l - i 

I I * ) 

(201 

(211 

1221 

r3) 
(241 

(25) 

Page 2-1 
•SIR SIPE "*Tiere are vou exactly ' 
BY MR arO.MER 
Q I'm on page 25. 3 A small b down towards 
the bonom of'die page I'm just trying to hnd 
OUI. I don't want to aryue 
.A. I understand. I 'm trying to be 
responsive Nol Baltimore 
0 How aijoui ColumDua. Ohio'' 
A. Not. 
Q New York' 
.A .New York IS a big place. 
MR SIPE .New York, couid you put soma 
defirution around that' 
BY MR GITOMER 
Q I wish 1 could put some deftniiion 
around it Thai s whv I'm siruggling wich 
secDoii lb) where it says ail mtermodal 
faculties in anv cirv m which each of CSXT and 
.NSR bas line laul service to any mtermodal 
fac-iity 
A I think I know what it means and I've 
given vou mv detiaiiion 
Q So .New Yum ' 
A You re going tu nave to deiine New 
York 

agr . J 
(11 on thai There IS an .APL train todav berween 
(2) Chicago ana Suuih Kearney 
,31 .A. Yes. 
141 0 Chicago IS a dual Slalion. 
IT) A. Yes 
1(11 Q Soudi Keamev you've said 1$ dual and 
f l it's also in che shared access area ' 
,«) A Yes 
nt Q Who will provuie APL .s service berween 

(1(1) Chicago and Soulh Keamev ' 
(1 i) .A .Not jenled 
(12) Q It's not sented Du vuu know when it 
(13) will be sealed ' 
.4) .A We don t have a specific timetable for 

(151 t h a i . 

(.6) Q And that Wi'uid probaoiv hc die same 
• I answer between anv dual tacilities -
ii.«i A Yes. sir 
. .J) Q - anJ shared access areas ' 
(20) .A Yes 
ill) Q How abuut helween Nrw York and 
(2;i Atlanta' There is currenliv Conra ! service 
i2;i between .New York «nu Atlanta It is inteahanged 
i;4i berween Norfoik S.)uthem herween New Y TH, and 
(251 .At lanta 

rt 
( I ) 

(»i 

(101 

(111 

(12) 

(131 

(14) 

11!) 

(161 

i n 
( l a i 

( lO 

12)1 

(21) 

(22) 

031 

(241 

125) 

Page 272 
111 0 New Yurk City 
(2) (MR SIPE The tive ooruughs' 
13) MR OrrOMER The five boroughs, yes 
(4) THEWrrNESS NOI New Yurk 
(5) BY MR CrrO.MER 
1(11 <J How sbuui St Uiu i s ' 
(7) .A. Tu die best ut mv uiowledge. no. 
(«) Q Could dual include iocacions t.'iat CSX 
(») and NS serve todav but are noi being acquired 

(10) f.-om Conrail. such as AUanu' 
(ID A No 
f.Z) Q This IS iust « Slalemenl for 
(13) background 1 don't expect you to answer this. 
(.41 One of APL's concems is who is going to be 
DM providing Its service atfer the transaction 
( 6) Now. IS It correct that responsibility for 
(i -1 penormance ofa contract for transportation 
CK) between a dual suiion. such as Chicago, and a 
Ott specified station, wiiich is defined in section 
(20) iiuC'icc! al die top of page 2^. will be 
12,1 .leiermmed under seclion 2 2 ( 0 ( i v ) . which is at 
(22) the bonom of page 28 ' 
(3) A. Koly cow. yt I're jtoing to have to ask 
(241 dial again 
125) Q Okay Let s see i f 1 can put some meai 

Page 2 4 
MR SiPE TJ IS It nol a Tr jie Crown' 
MR a r r O M t J NO. chis is nut a Tnple 
Crown This is an A P L service 
THE VVTTNESS Reaily S.i-^em New 
Jersev ' 
BY MR CrrOMER 
0 Northern New Jersev. ves 
A To Aiianu 
Q Yes 
A We would very much Uke to compete for 
that business wtth Norf'oilt. 
Q. Eut again. iC hasn't been >enied -
A No 
Q - who is going Co has e chac Lei me 
try mavtie an easier une How tiiouc Chicago to 
Boston' Let me ask 4 preliminary uuestion. U 
Bi.ston a New Yo-K Central ailucatea asset' 
.A Y e s . i i IS 

0 Then I diinn. under the rules at the 
top of oa«e 2"' ccHYl -
A. L.Hiks like Y co me 
0 Su dw' would be CS.X jers icr ' 
A Yes. 
0 And I won t ask you abuui .NS service 
A. Thank vuu 

Page 2.-5 
ll) 0 Section 2 2 C)(vi. whicn IS the first 
(21 section un the top of page 29. talks about NS and 
iJ) CSX ciioperaiing lO assure shippers receive the 
41 benefits to wh.ch thev arc cntiilevl And it 

i 5 ) sneils out rwu benefits, vuiumc pncing and 
ift rerunus And then it has thc lerm et cetera 
(7) C,<n yoc put anv meal on dial term' 
im A Let me tasc a moment anu read It. 
(*» Q. Sure, absolutely 

(10) A. Some et ceteras wuuid hc equipment 
(Hi supply, anv elapsed time .ommitmenis that were 
(12) part ut the transaction or ueais. Absent any 
(131 contracls to* elapsed time eommilmcnts. there 
(14) would be the intention to provide the same level 
(1.1 of service arter as before in the context of 
(16) tirei|uencv and in die context uf service 
(|7| reliabilitv 
(IK) Q 'Afiai if che service pruviUcd by Conrail 
(ID to APL invoivcu nerwurn sen ice where you have a 
(20) nerworit sel up bv APL to provide intirmodai 
(211 service to a large number of points m Conraii 
i22) temtory and that is a contractual provision'? 
(31 A The iniention of this section is tc 
(24( assert thai we will une even action we can to 
(25) aeliver anO live up io lhe terms of Ihe 

O 
181 

(•)) 
110) 

(111 

(12) 

(131 

(141 

(151 

(161 

( 1 1 

l l f l l 

(U) 

(20) 

(2 : ' 

(23 
123) 
(241 

(25) 

Page 2-6 
contracts 
Q You've said thai It basn t heen 
determined who will be providing specific service 
between dual points, dual points and specified 
stations sel 
.A 1 said dual piuncs and snarcu and dual 
poinis and aual points 
Q Thai .1 whal I meant '*^'iil chat he 
delermined before thc transaction is consummatad? 
A. Can v^iu give me a uetiniiiuii of 
consummated 
0 Tile Surate Transportauon Board 
approves die transaction. 30 days later it says 
you may go ahead ana close the transaction, which 
1 believe would mean assigning Conrail assets to 
the iNew York Centrai. to the Pennsy Ivarua. CSX 
beginning uperations over thc New York Central, 
.Norfolk SuuLhem beginning .ipcrations over the 
Pcnnsvlvania and the remainder of Conrail 
uperatmi£ over lhe Conrau shared assets 
MR SIPE Jusl me mane a slalemenl for 
purposes ot clantication I uon t know whether 
tl will vianfs or not. In che application, the 
applicants have soughl auihoniv to jointly 
operate Cunraii for some penod of time upon 
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Page : ? -
(1) approval oc the transaction I don ' l know i f 
(2) that clanfies ur not. I 'm not lure thai your 
131 deri i i i i ion o f consummation is cunsisteni wi th 
(4! thai nocton. that there might be some penod of 
(5) basically joinc conlrol by Conrai l before the 
if.t assels are split 

n MR G I T O M E R : Thai s die point I 'm 
it t gening to 
. n BY M K v j r r O M E R 

(10) 0 Wl i , Cot irai l continue to operate as it 
( I I I does today -
(121 A. Let me j i v e ; ou our besl 'dunking today 
(13) on thai topic because ii is a topic o f concem 
(14) for us tnd che shippers. For the dcfimcion. 
(15) we 11 say STB approvai IS die beginmng date. I 
(161 have oerstinaiiv noc focused un the 30-day issue 
(17) Whai we 've been focused un is u e orderly 

l i f t impiemenui ion dial we believe wi . he required 
(IV) to separate this propertv and to operate i i as 
(201 you out l inwi And we think thai thai process may 
CD togicallv u k e and w i l l logicai lv ta ie longer 
ra than 30 aays. 
(23) In order to effect a spin and 
(241 effectively operate i i w i l l resiuire us to have 
(25) implementing agreemenls wich tne labor umons. 

Page 2-8 
)i I anu 'auier specirically to ma le sure that - the 
iZ) first c /ampie that comes to minu is Cleveland 
(.") west, vncre those crews todas' upcrare tn 
(4) exelusivelv Conrai l lemtors Some o f the 
(5) Cleveland we t l crewt w i l l be reiiuired lo run on 
m the a t e and tome ut the Cleveland west crews w i i l 
(7) be reuuired to run un thc Conrai i Elldiart lme. 
(8) So in »)r0er to effeci a logical ana 
fit orderiv transition f rom Cunrai l today to the 

(10) proposal thai Nor tb lk and ourselves have made 
( in before the STB. w i l l require us to get labor 
| i : ) impiementing agreements w uh our unions and then 
u l ) t.l train die unions, to the extent dial i l w i l l 
(14-. require them to become famil iar wuh a line that 
(151 thev tlun'c operate o n ' o d a y Sii che best guess 
( i n on dial today i t perhapt a penou o f six to nine 
(11 months to etfect that 
(181 Dunng thai mtenm penod . i f you 
(Kl w i l l , a conl inumg Conrai l opcranon hononng the 
(201 contracts diac are in piace today, as Sam said. 
(211 which IS une u f the things sought in this 
(221 application, to al low chat to continue dunng thc 
(3) in ienm penod . in urder -hai lhe nght level o f 
(24) sen'ice IS provided whi le thc rale set tnd 

(251 impiemenucion activities are being puc in place. 
^ Page 2-9 

(11 IS now what i t contemplated. 
(2) 0 That's verv helpful Wou ld you please 
(3) u k e a moment Io read section 2.2 l O i v i ) , again 
(4) at thc lop . i f page 29 
15) .A. I've read il 
(ff) Q Could vou tell me i f thai means mat 
( 1 CSX could enter a contract w uh APL to provide 
(SI sen ice to .APL even though APL currently hat a 
Ol cuniract \4 ith C i n r a i l ' 

(Hll A 1 j . m t think it means that hut ' don't 

, . i,nua 
;) Q Do vuu icnow whal this section means' 

.;) .A I do ni i i know what this seclion means. 
1141 MR G I T O M E R Mr H a n . chank you very 
(151 much T l ia l concludes my questions. 
(101 T H E WITNESS Thank vuu 
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Page 205 
F(JR APL LlMrrED 

: BY MR GrrOMER 
>• Q GiHxl artemoon. .Mr McClellan My name 

.4. is Luu Guomer I'm here un behalf ut APL 
Limued I assume you re familiar with .API,' 

;. .A. .Absi'luiclv 
- Q They .-e a customer . f Nortolk Southem' 
8) .A One uf our largest. 
9. Q .And Ihev re also a customer of 

II Cunrail ' i ' 
.A One of their largest 

,12. 0 .And I m assuming you're hopinq tJiai 
111) their portion uf Conraii's buslnê >s will someday 
14 soon be a pan of .Norfolk Southem s business'' 
i^ A Yes 

,16. 0 Okav Yuu said sou re familiar with 
(17) APL 1 upers'ions Are you Camiiiar with the 
18) lerminai w hich they use in Northern New ler^ey^ 
i<. A I'm lamiiiar wuh the tact thai .APL is 
i : a big Lusiumer of C.>nrail md Norfolk Souttietn. 
; i I've been co ihc .API. facilitv. I've seen it. 
r Q The Snuin Keamev ' 

.2.1 A South Keamev, ye.s 

. u Q Who IS i;oinc 10 acquire Ihe South 
:5 Keamev cerminai as j pan ofthe intmaion' . ' 

Page;Uft 
A South Keamev lenmnal coes to CSX with 

; luiiit access bv NS and CSX cu che APL taciiity. 
Q Okas Nrw is chai uiherwise m che 

4. Nonhcra New lersev shaied asset area' 
> A I f i inside thc shared asset areas 
• (,) Bu( the APL lenninai in Soulh Kearney 
- w ill he uperaied .'nd acquired hv CSX and I .guess 
» thr New VorH Cenira! lines LLC " Thai's the CSX 
• sub'.idiarv m lhe transaction 

1. .A I don t know huw the underlying reai 
1 esiale w ill go on lhat Thai w asn I in the - it 
i ; wasn I in lhe .Apnl S letter So 1 didn t deai 

,11. with 11 
14 Q Du yuu know why CSX ^oi the Soulh 

.1* Keamev tenninal' 
i : .A Itwasneijoiialcd 
!'• Q l l was lUsi a negotiation. .Aii nght 

,18 Yuu've said thai you re familiar With .APL And 
. m in vour stalemem vsiu said thai vour customers 
(20) desire bundle cunitacis covenng nnces and 
,21) sen ices tu multiple markets I assume itui s 
(22! lhe siluaiion thai API. has on Nortolk .Southern 
.23' todav' 
,2i .A. I undersLind ihai tu be true Irom Tom 
.: ' Finkbiner yes 

Pace 20-
Q Nuvi with Cunrail being spin between 

: CSX and Norfolk Suuihem. huw oo vou intend (o 
.3 meet thai similar need for .API. after the 
.4. transaction' 

.A I don t lollow the - presuming we win 
16. vour contract, we'll take it to -
,7! 0 Will yuu Uke ll CO Boston' 
i»i .A We IS (iuid have CO w ork uut a loint 
.9) a-rangeinent. hut wc can take it co Boston 
1. (J Do vuu chink yuu wuulu be .Ibie to wm 

Ihe APL contract' 
. i ; .A. You wuuid Iiave Co .iski r.nii f'inkbiiier 
,13 that. 
,14 Q Well, under che cerms ot the 
115. transactiuii agreement, is there even a chance to 
. i f l win che .APL cuniracc' 1 dun i warn lu plav any 
• I? games .API is scry concemed Jhuui whai s going 
,i«> tu happen co iLs irallic. w ho is •,;uing to move 
• is, it.s irain.s between specific puinis And we re 
20. concerned wuh the specific lemis o! the coninaci 
; dealing wuh iramportaliun contracts 
2: .And what we would really like is some 
; i hcip tigunng oui who is going lu handle our 
21 ir.iiMs and when .And chere are provisions in 

lhl^ cumraci wmch lalk abuui handling irams 

Page 208 
1' tiom dual sutions. and duai is driined in the 
2' coniracc. it j l k s abcui handling trains into and 
3i uui of shared areas 
41 .Now you se cold Mr Wood and .Mr Stone 
5 that you reallv Jidn c .fiase much tc do with the 
Sl development , ' i chis .anguage m che contraa. 
•. A. Yes 
»i 0 But I w as wondenng if you might be 

• 91 able 10 help us oui in trying lo figure out 
lOi whai's going to happen co trafTic moving between. 
Ill say. Chicago and the South Keamev Yard" 
12 .A. I saw earlv dratts of lhat conlraa 
11. language and I don t pretend to undersund sfhy it 
14, was done .And Chat was handled hy somebody 
.> else I'd like to ."leip .\PL. but I think you've 
16 got the wrong witness 

0 Cciuld yuu teil me who was tesponsible 
n. for this specificailv' 
V .A Buth che lawyers and the coinmeraai 

; peopie were mvoiveJ in lhis. for both CSX and 
:;, iNortblk Southern.- I Jo know some of the 
22' contentions. I just don c know now the language 
23) evolved 
:4. 0 Okav Well, let's go back to the South 
:.' Kearney Yard You said t.hai NS and CSX w.mld 

Page 209 
1 both have access to che yard' 
2 A. Yes 
! Q Who will be responsible for 
4. adminisienng the lease between .APL and what is 
<' lodav Cunraii'' .APL leases a portion of the vard 
61 from Conrail 
• .A. 1 don t know Thai w as a matter ot an 
< unanswereu question ai the cime che .Apnl)( 
J agreement was put together .And I remember some 

arguments as beiween CS.X and NS. bul I didn t 
follow l.huse arguments chrough lo the definitive 

; agreemeni So 1 don ! know how that was 
:;>. resolved 
.4, Q Mr Han veslerdav indicated that CSX 
151 would be administenng Che lease. 
isi .A. I can c disagree or agree wuh .Mr Har 
r on thai matter I don t know 
181 Q Okay .Now if.APL .has problems with 

,i9i ils service in the South Kearney Yard, in the 
20 yard itself. Jo you wiow who they would be 
21 contaccing arter the transactioi. -ttcrthe 
r division date' 
23i .A. Let me - can I make an assumption? 
24) Q Sure 
25' A We re .•landling the iraffic I presume 

Page 210 
you could conuct us and we would go and conuct 
CSX or whoever 
Q. Well, who could whoever be' 
.A. .Mv undersunding now is that Conraii 
services sour vard 
Q Yes, Chev do 
.A .My undersunding would turther be that 
CSX will Jo Ihe actual handling That meaiis we 
wculd have to go lo CS.X 
Q. Okav .And if there were problems-
but we would come lo vcu lirsc' 
.A. Underthe assumption I made. 
Q l'nder vour assumption' 
.A. Sure 
Q .APL would go to NS and NS wouid 
intervene wuh CSX on APL s behair 
.A. Correct. 
Q. .And. tor cralfic tbat would be over the 
line, we would lUsi wurk chac out with .Nonblic 
Ssiuthem. if chere were anv problems ' 
MR ALLEN Is chai J question' 
BV MR crroMER 
y If ihere were anv prublems with the 
iralTic chai Nurtuik Suuihcn'. was handling with 
VPl . ver the .ine wuuldr. t APL discuss those 
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Jirectlv with Norfolk Southern' 
.A Yes. 'Jiev wouid. yes 
; Are vou Camiiiar wiUi anv plans lo 
.iiegrate .APL service at South ICeamev wtih the 
crvicc c"urrendv urovided by Conraii ai u.e 
iCiaceni Keamev Yard'' 
> No . I .71 .ICK aware of thai. no. 
. -Ana. as we previouslv discussed, you're 
• 1 'amiiiar wufi die cerms ofthe cransaision 
. ..nremeni as car as iTte division of *die 
.-jusporjuon contract̂  between the pameJ? 

: \s i said I reau earlv drarti 
• 111 Q Okav If vou were a spupper and a 
.4. railroad came co you and said I am providing you 

ĉrMce hecause an arbitrator said thai I am 
' rrovifling se'vice. how wc>uld vou teel as the 

nipper' 
' \ 1 suspect I wouldn't liice it. 

• < 0 Okay I asit chai quesuon because, in 
•Xl che cransaciion agreement. 1 CS.X and NS cannol 
: i . ag.'ee CO divide Uic r nuacis chat rruaer tliea 
22i goes CO arOilnuon I'm not asking cor au 
221 answer co ctui. I'm ;usi suung thai and 
; i i pointing out co vou dut that is one ut .APL's 
-" -"ncems And u's une ot '."le reasons we're noc 
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11 verv pieascu wuh chat provision ol the 

conlraa 
A I undersund 

- MR GrrOMER That's ail lhe quesuons 
I have Thani vcu. 
MR .ALLEN I'll ask a foilow-up 

• question. 
n FURTHER EX.AMINAnON BY COUNSEL FOI' 
il NORFOLK SOLTHER>'C0RP<)R.A nON and 
1.1 NOiU-"OLKSOLTHER4N R.AIL'A'AY COMPANY 
i. BY.MR .Ui£N 
.: Q Mt McCIeilan. w,)uld vou expect that 
13 che shippers views on these matters would have 
.4 weight with .Norfolk Souiher.i and CSX m worlang 
15' out ciiose issues' 
i j . .A I would Cerumlv I can speak for 
.- Norfolk Soulhem. they have weight ai Norfolk 

Scuihem 
i* Q And do vou anucipaie CSX. .Norfolk 
2C> Soulhem and APL working those problems out, 
:. woriung those maners out' 
— .A. I hope not. 
:J MR .ULEN Okav 
:4 .MR GrrOMER I have one question with 
C5 -egard to chai 
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FURTHER EX.VMINATION BY COUNSEL 

; FOR .APL LlMrrED 
! BV MR. arroMER. 
4 0 The maaers thai '*e ve been discu.ssing 
< Chai Mr -Uien raised and chat 1 raised wtth 
3 crgard co the coninci ire contract terms lhat 
• would men nave co be renegoiiaied bv CSX and 
< Nurtoik Southern, is ii correct chat the 
i .'iinsponauon provisions uf che contraci are 

:\trt It c.'ie .iv-,ral! bargain oetween CSX and 
Norcoik Southern Let me rerhrase that. 
!I, :he decision as to ."".ow 
—jnsnonjiiun contracts a.-e divided between CSX 
liic Nortolk Southern part ot Cie overall bargain 
"ciween CSX and Norfolk Southern.' 
, 'c ; inciuued in che de.'initive 
•̂ ceemeni. .Vtv undersunding ol the racionaie 

•vnen I was mvoived eariv .>n .*as i.'ut chere was a 
ccsirc CO avuij sigmlicanl disruoiion lo trattic 
•lows m the cariv ?na.ses cr oreni on. 
MR 'jrroMER.'okjv -nuiijii ; 
-i.isc •niann vcu 
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NYK UNE (NORTH AMiRICA) INC. 
.̂ IHt l.iuhtiMu \Nii> 

Sii iiiHiis, NiH .IcrsiA (»"0')4-l5SS 
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S I M O K \ K I I ' K I M D K M 
( i c i u r a l M:iii;i};i'r 
Operations ision 

I KI . : (201) 330-30W 
K.A.\. <20i>33(»-975| 

Surface I ransportation lioani 
\ \ ashmuton, D.C . 

* * • • .It ' ^ ' ^ " - i j 

OC - 2 J 1997 • ' 

' ^.^^ o • -
Subject: I .!>. .̂ i.̂ s.̂ i')'), C'S.X C orporation ct al., C ontroi - Conrail ' ^ - \ 0 / 

Dear Board Meniliers: 

N Y K I.ine participates gloliaiiv u i t l i its partners, Neptune Orient l . i i >. liapau I ioM.1 ami P &. C> 
NeJi i ind, in llie Ciraiul AlliaiKC Ot ii conilnncd Cirand .\liiancc tleet of .̂ )8. N \ K . l i ne presenll\ 
opeiates 16 containerships in loops ser\ inu North ,\nierica ports ,\s part o f t l i e tieet o* .s<S containerships 
providing \\eekl\ service, Ihe Cirand .\ilianee dcpioss 17 \cssels in transpacific service, 8 vessels in 
service between ,\sia and Hast Coast ports and I s vessels in Asia to luirope pendulum service (via 
Panama). 

A substantial number ot our customers are located in the eastern I'nited States at locations served 
bv C onrail. N^ 'K I ine currentiv relies on C onrail"s intermodal serv ice to prt)v ide inland transportation 
betv.een lla.it Coast port> and inland points and connecting service vvith West C o.ist carriers at Chicago. 
N \ ' K 1 ine. tiiroi.gh our whollv owned subsitiiarv. C entennia! I'xpress C orp., has a contract vvith Conrail 
lor this mtermodal serv ice. 

l he applicants, as vvc understand it, have pledged to create competition in the current Conrail 
territorv. putting in place two rail cairiers where onlv one exist now. lhat is something our comp.mv 
certainlv supports. However, we understand that, at tlie same time, .Article I I , Section 2.2 ( c ) o f t h e 

l ransaction Agreement deprives customers who are under contract to Comail of that competition during 
the term of their contracls. l liat seems highlv inequitable and eompleteiv inconsistent vvith the stated 
iniipose of providing competition .Ml current customers of Conrail should have an opportunitv to avail 
themselves now of the competition between NS and CS, luit later when their contract expires. I hat 
certainlv iiKludes N' l 'K line, and it includes .-MM as wcil. Neithei companv should be torced to forego 
competition Irom NS and C S.\ lor the duration ofour contract terms. 

• \ i t ic lc I I , Section 2.2 ( c ) also allows NS and CSX, who are competitors, to allocate thc traiTic 
covered bv contract between themselves without the consent o f t h e affected shippers. This arbitrarv 
division ot traftlc without Ihe consent o f t h e shipper again Ilies directiv in the lace o f t h e applicants" 
much sail'.led chiiin that this acqiiisition wi l l result in more cO'inpetition. 



We understand that API. has requested f i v j conditions frotn the lioard prior to approving 
this transaction. Oflhese conditions, N'S K supports the lollowing four: Kirst, the lioard : hould 
disapprove .Article II , Section 2.2 ( c ) in its entirety. Second, if the Board will not take il.nt 
action, the lioard should disapprove that section ofthe Application as to all companies holding 
iransportation Contracts for intermodal service. Thiru, the iioard should retain continuing 
iurisdiction until 2004 to hear petitions for reopening for the purpose of imposing any further 
conditions found to bc in thc publie interest Fourth, the Board should forbid either NS or CSX 
from discriminating in tavor of an aftHiated stacktrain or iv.-'an carrier operating at the expense 
ofa non-afnii..'ed ocean carrier sir stacktram operator. 

My responsibilities at N^'K I ine include advising regulatory agencies ofthe interests and 
concerns ot this company in pending agency proceedings, 

lor the reasons stated above, vve urge the Fioard to adopt thc above referenced conditions 
proposed by AIM.. ^ 

/ '^incerelv yours. \ 

i 

.'̂ Michael i : Stricklahd. 
i' / Senior Vice i*Tes!dent 

State of New .lersey 

C OUI,. of iiergen and i'assaic 

I . ^ .̂' • • ' ' ^ being tirst duly sworn, solemnlv swears that I 
h ive read thc foregoing statement, knows tlic contents thereof, and that the facts are true as 
staled. 

VAN OST'CNBRIDGE 
:: \ - .. pii- 'i^ pr K̂  W irRSEY 
" " • • ii)39 

Subscribed and sworn to before me at / i l j - ^ v'*^ » <• .this ^- dav of October 1̂ )97. 
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Commonwealth 
ConsiiltiJUj 
Associates 

Office ofthe Secretary 
Case Cotilrol Branch 
A ! I N: S I B 1 inaixe Docket No, 33388 
Surface I ransportation Board 
192.S K Street. N.W. 
Washington, DC :()42.̂ s-(H)()l 

Re: I inance Docket No. 3338S 
CSX c'ORPORAIION .\NI)C SX IRANSpt)RTAiI()N. INC.. 

NORloi.K s o n iu I;N CORPORA UON .AND 

NORlOI.K SOl' i l l l PN R A I L W A Y C()MPA>'Y 

--(ON ! ROI. ANI) OPI'RA i INCI I I ASl-S ACiRKIlMllNTS— 
CONRAII. INC. ANDC ONSOl IDATI D RAI! CORPORATION 

Dear Secretary Williams: 

Inclosed for filing in the aliove-referenced doeket are an original and twenty-five copies 
ol'the .loint Comnients ol Slicll Oil Companv .md Shell Chemical Company. .Also enclosed 
is a 3.'s inch disket'e. containing the .loint Comments in a formal vvhich may be converted lo 
Word Peril :t 7.0. 

Copies oflhese .loint Commenls are also concurrently served on the I'.S. Secrelary of 
Iransportalion. the I'.S. .Altoiiiey (ieneral. .Administrative l aw ,Iudge .lacob l.evanthal. 
applicants" representaliv e> and all olher parties of record. 

Respectfiillv submitted. 

David I liall 

7^1' .X. ' l l l r.'.it Oiii: R.'.l./ • .Slilli- i i X ' • Hi'li.il.'il, Ti'.lili 770:4 • Ic l (71.5) .S')o-l,UXl • VAX (71.^1 tVfo-<KS<i7 
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B l l ORl i i i i : 

SURl-ACK TRANSPOR rATION BOARD 

W ASIIlN(i rON, D. C 

I inance Docket No. 33388 
CSX CORPORAUON ANDCSX IRANSPOR 1 ATION, INC, 

NORIOI K SOl i l l l RN COi^Pc^RAi ION AND 
NORIOI K S ( ) I M I11;RN RAM.W A Y <'OMPANY 

-CONTROI. AND opiiRATiNCi LLASi:: / \ (}RF,F;MI;N 1S— 
CONRAII INC. AND ( ONSOLlDAn':D RA'I CORPORATION 

.lOINrCOMMHNlSOl 

S;il':i.l. OH. COMPANY 

AND 

Sill 1 1 ( HIMICAI COMPANY 

Due Dale: (Ktohcr 21. mi 

Brian P. Fclkcr 
Manager of Products I raffic 
Shell ( h"inical Company 
One Shell Pla/a 
Post Office Box 2463 
Houston, l exas 77252 



BI-FORH THE 

SURFACE TRANSPORTATION BOARD 

WASHINCiTON, D C 

Finance Docket No 333SS 
CSX CORPORATION AND CSX IRANSPOR 1A TION. INC , 

NORFOl,K SOUTHFRN CORPORATION AND 
NORFOLK SOUTHFRN RAI1WA^• COMPAN\' 

-CONTROL AND()PF ;R .ATING L1.ASI;S A(iRi;i;MFNTS— 
CONRAIL INC AND (ONSOLIDATFD RAIL ( ORPORATION 

JOINT COMMENTS OF 

SHELL OIL CO.MPAN\' 

AND 

SHELL CHI :MIC.AL COMPANN' 

Shell Oil Company and/or Shell Chemical Companv t'oi itself and as agent for Sheil Oil 

Company" (hereinafkr jointlv refeired lo as ' Shell") heictn tile joint comments in compliance 

with the procedural schedule issued b\ the Surface Trans|ioilaiion Boaid (Board or STB) in ils 

Decision No 6, served May 30, !9«-)7 in I'inance Docket No 33 )SS Bolii Shell con\-)anies are 

corporations, the address of which is One Shell Plaza, Post OtVice Box 2463, HousiOii, Texas 

77252 



Shell's interest in the tiansaction at issue in this proceeding' is derived from the 

fact that the Shell companies own and operate petrcKhemical plants seived by the Conrail, 

CS.XT and NS railroads Shell pioducts are shipped via all three lailroads to customers and 

temiinals throughout the United States and io pons foi expon to customers throughout the 

world 

Shell oppo.ses the application ofCS.XT and NS (applicants) as filed fot the purchase and 

division of Conrail Shell's opposition to the Conrail breakii|i as considered in this proceeding is 

based on three dangers to Shell in particular and shippers in general Fhose dangers are service 

deterioration, acceleration of rale increases, and a continued decrease in railroad competition 

While there are certainly some potentially positive a.specis to the proposed tiansaction, they are 

far outweighed by the contribution it vvill make lo a long term reduction in competition in the 

railroad industry, as well as the more immediate dettimental economic and service 

consequences Each oflhese will be addres.sed in turn 

SKRMC K 

The service problems resulting ftom the ill-fated I nion I'acific purciiase of the Southem 

Pacific are well documented The inabilitv of the Union Pacitic to move Shell trafTic to and from 

our plants and customers has cost Shell hundreds of thousands of dvillars to this point, with no 

end in sight to the UP system bottleneck We fear that the bi eakiip of Conrail, as proposed by 

' CSX Corporation and CSX rranspiirtalion. lnc (CSX. hcreinafier) iiiul Norlolk Soutliern Corpor.ition 
and Noitolk Soutliern Railwav Companv (NS. Iicreinartcn .icquisition ol joinl contiol and division of assets 
of Conrail. inc (Conrail, liereinafter) 
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the applicanis, could result in a similar situalion in tiie east, witli even fewer altemative sources 

of railroad transportation to allevial" the pioblems which do oci.iir 

The UP-SP merger involved the integration ot two complete, previously working, 

systems The breakup of Conrail is potentiallv much mi)ie conipiicated because it involves the 

dismembemient of an e.xisting system, two pieces of which will be integrated into the systems of 

the two applic.inis, with other portions operated as individual, "neutral" entities. 

The first, and dominant, concern from a service staiidi')oi'it is the abilily of CSX to 

integrate and efTiciently and siifeK operale the foiiv-tvvv, ,.eiceiil of Conrail which it is 

purcha,Mng CSX has historically provided less than exemplarv seiMce to Shell Based on an 

intem;il Sh.ell comprehensive rating .system conducted twice per vear. CSX consistently finished 

near the bottom in 199.5 and 1996, out ofthe eight major L' S rail carriers slill in existence then 

CSX standing improved slightly in companson to the other carriers in the first half of 1997, 

partially due to the UP-SP debacle 

The second concem is the opeiation of facilities in tlvj shared asset areas These 

facilities will be operated by an new entitv. or entities, with two masters Where they were once 

part ofa single svste.'n, they will now be part of a juggling act which must mesh three systems to 

move tratTic in and out of their areas We h.ivc vet lo see a detailed operaling plan for these 

shared asset areas and reserve the right to comment on same wlien it is provided later this month 

as required in STB Decision No 44 iii this proceeding 

The third concem is the ability of NS to compete with CSX interchanges to the Illinois 

Central and Union Pacific at EfTiiigham and St Elmo, IlliiuMs It is essential that Shell shipments 

to thf* northeast fi'om the Texas and Louisiana gulf coast have viable functioning interchanges 



which will allow us to reach all ofthe Conrail served points For this to happen, CSX must 

mi'intain EfTingham and St Elmo and NS must constnicl its proposed interchanges at Sidney 

and Tolono, Illinois, without delay 

ECONOMICS 

Each merger proposal is accompanied by rosy predictions of economic benefits to the 

applicants, their customers and the public at large l he extent lo which shippers benefit is 

dependent on two factors, thc actual benefits available and the lev eraue ofthe shipper 

The premium which has been p:iid tbr Conrail makes it unlikely that much ofthe excess 

cash »hrown off by the efficiencies w ill go much farther than debt service We can be certain 

from past mergers l.-at captive shippers will not benefit economically from this merger unless 

competition is enhanced It is essential that the applicants not be allowed to fund "taking all the 

tmcks off of 1-95" by increasing the rates to captive shippers, such as Shell at Apple Grove 

COM PETU ION 

Increased competilion between railroads is the only answer to long temi heahh and 

stability in the railroad industn,' If U S industrial companies are to continue to produce goods 

in the United States that will allow us to compele globalK, we must have access to a railroad 

transportation system which is itself competitive 

Shell sees a reduction, rather than an increase in competition resulting from this merger 

as it is now stmctured The true benefits of competition vvill onlv be available if captive shippers 

are provided access to intramodal rail ci>mpetition 
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CONCEl SION 

The UP-SP merger wus to provide efficiencies of scale, projected to generate annuai 

public benefits in excess of $750 million while providing seamless railroad transportation in 

the westem United States The Board imposed only minimal conditions, instituting an 

"oversight" process which has remained frozen while the L P system paralysis has spread from 

Houston across the •western United States 

Tl.e Board must do better this time Shell's recommendations for t'le conditions under 

which this application should be approved are found in the \ erified Statemenl of David L Hall, 

attached hereto Shell urges the Board to implement tho.se recommendations and start down the 

road to a restoration of competition in the railroad industry 



Respectfiilly submitted. 

SHFiLL CHFMICAI COMPANY 
l or itself and as Agent for Shell Oil Company 
Bv its M;inai:er of Products I raffic 

Daled: Ociober 20, 1997 

Brian P. Felker 
One Shell Pla/a 
Houston, Texas 77252 
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CKRTIFIC ATF OF SFR\ FCE 

1 hereby certify that on this 21" day of (X'tober. 1997, copies ofthe Joint Comments of 

Shell Oil Company and Shell Chemical Companv vvere served by first class mail, postage 

prepaid, in accordance with the rules of the Surtace I ransportation Board on the U.S. 

Secretary of rransportation, thc U.S. .Attorney (icncral. .Administrative Lavv ,Iudge ,lacob 

Levanthal. applicants" representatives and all other parties of record. 

Brian P. Fclkcr 
.Manager of Products Traffic 
Shell C hemical Company 
One Shell Pla/a 
Post Office Box 2463 
Houston, Fcxas 77252 



BEFORE THI; 

SURFACE TRANSPORTATION BOARD 

WASHINGTON. D C 

Finance Docket No 33388 
CSX CORPORATION AND CSX TLANSPOR1 ATION, INC , 

NORIOLK SOUTHERN CORPORA HON AND 
NORFOLK SOUniliRN RAILW AN' (OMPANY 

-CONTROL AND OPERATING LEASES/AGREEMENTS-
CONRAIL INC AND CONSOLIDATED RAIL ( ORPORATION 

VERIFIED STATEMENT 

OF 

DAVID L H ALL 



IDENTIFICATION AND QUALIFICATIONS OF AFFIANT 

My name is David L Hall I am Piesident of (OMMON A EALTH CONSULTING 

ASSOCIATES, with offices at 720 North Post Oak Road. Suite 330, Houston, Texas, 77024 

COMMONWEALTH CONSULTING ASSOCIATES provides management co.-̂ sulting 

services, including practice areas in logistics and infomiation systems A statement of my 

qualifications is attached as Appendix A hereto 

INTRODUCTION 

This Verified Statement is submitted in support ofthe positions of Shell Oil Company 

and/or Shell Chemical Company 'for itself and as agent tbr Shell Oil Company" (hereinafter 

jointly referred to as "Shell "), as .set forth by Bnan P l elker in his slatement hereto This 

submis.sion is filed in compliance vvith the pr.i ' ral schedule issued by the Surface 

Transportation Board (Board or STB) in its Derision No 6, served May 30, 1997 in Finance 

Docket No 33388. 

Shell is unable to support the joint Railroad Control .Application by which CSX 

Corporation, CSX Tran.sportati'.»n (collectively CSX herein). Nortblk Southern Corporation, 

and Norfolk Southern Railway Company (collectively NS herein) seek to acquire, divide, and 

use the assets of Conrail, Inc and its .subsidiary Consolidated Rail Corporation (collectively 

Conrail herein) Shell has legitimate concerns that the pro|H)sed acquisition of Conrail will lead 

to serious service deterioration in some sectors of the eastern I nited States, increased abuse of 

market power over captive shippers and smaller railroads, and further consolidation of the 

ra'Iic:'d industry 



Of the three carriers involved in this coiisolidatit>ii. only NS has consistently m t or 

exceeded Shell .standa'-ds for safety, reliability, on-time p.-ifonnance and customer care Just as 

consistently, CSX has fallen woefully short of ev en achieving a median standing in Shell carrier 

evaluations Shell is concemed that the acquisition, integration and operation of forty-two 

percent of Conrail assets would lead io deterioration of SCIA ice which has been marginal at 

best. 

Continued consolidation in an industry which li;is insuniiountable barriers to entry and 

negligible economic regulation is a further temptation to abuse market power by those who 

have not yet, and a renewal of license to those who have Captive sliippers are now required to 

subsidize traffic carried at ^ In ,s by those roads seeking to maximize revenue and market share 

through the mechanism of "differential pricing " This application contains no relief for captive 

shippers. 

Increased concentr ation of market power leads to decreased levels of service at higher 

prices Increased competition leads to better service at lower pnces Reducing the numbei of 

major railroad service providers east ofthe Mississippi i'rom three to two concentrates market 

power On the other hand, this application, if approved as filed, will provide only a token 

increase in competition in limited, shared asset areas, ctimpetition means a choice of rail 

carriers at my plant and/or my customer's facility, not jusi that there are two major railroads in 

a region. 

The Surface Transportation Board has the opportunitv and the obligation to protect 

shippers, consumers and the railroad industi-y it.self lii>m the detnmental effects of market 

concentration which would result from the approval of this application as filed With judicious 



handling of this application, measures can be developed and implemented which will 

proactively addrer.s service, safety, pricing, and market ptnver concerns. 

Unintended consequences such as the service and safety disasters we are saddled with 

fi-om the UP-SP merger can be anticipated and mitigated, or even avoided Opportunities for 

the abu.se of market power by raising the rates of captive shippers until "we see t'ne traffic 

disappear" can be removed Tme competition can be intmduced in the east as a model for the 

rational railroad duopoly whicli fast approaches. 

To that end. Shell oflers the fbllowing recommendations tbr revision ofthe application 

which will facilitate integration of the proposed rail networks, inciease competition and protect 

those shippers which remain captive 



KFC OMMFNDAilONS 

Shell recommendations fall mio three categories based on the potential prĉ blem areas 

delineated above Operations recommendations encompass both service and safety Economic 

recommendations pertain to rates and carriei economic pert'ormance The final 

recommendations relate to competition 

Unless othetAvise noted, it is contemplated that e.ich ofthe recommendations remain in 

place fbr an oversight period of fiv e years 

Operalions 

Ba.seline measurements fbr each ofthe three railroads should be e.stablished ba.sed on 

current safety and .SCIA ice levels' for eacli operating terriion Annual goals Ibr each of the 

measurements should be established, with the ba.seline measuiements serving as minimum 

benchmarks Quarterly progres-i reports should be submitted to. and published by, the Board 

Shipper and connecting carrier input should be solicited annuallv 

The Board should establish consequences fbi sub-st.iiidaid siifety and service levels, 

such as fines, reparations to shippers, and temporarv transfer of t>perating authority, along with 

a mechanism by which they could be invoked 

' Standard safetv and service statistics cunentlv collected and reported, supplemented by 
such measures as on-time tram peit'oimance. numbei of tr.uns rerouted, number of trains 
held, 12-hour tie-ups, freight-car inventoiA , numbei ol'mam lines and sidings blocked, 
yard/terminal condition reports, number of trains mov ing in the system versus the number 
of trains that have no Car Location Message (CLM) generated fbr more than 24 hours, 
system train velocity, interchange delays greater than 24 hours, freight-car dwell time in 
terminals, number of cars on the system, gross lon-milcs per liorsepower hour 
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The Board should require completion of all labor agreements neces.sarv' to operate the 

Shared Asset Areas as well as the acquired (\nirail lines pnc>r to final merger approval 

Applicants should be required to submit detailed operating plans for all Shared Asset 

Areas, not only the North Jersey Shared Assets Area as required in Decision No 44, for 

comment and Board approval 

Applicants should be required to submit s plan to handle the disposition of contracts 

for movements to, from or within the cuirent Coiu.iil svsiem, subject to comment and 

subsequent Board approval 

Economics 

In a rate complaint ca.se, market dominance detemiination for any shipper served by 

any one of the three applicants should be predicated onlv on the presence or absence of 

intramodal competition 

Rates on new traffic where a party to this application enjoys market dominance should 

be limited to level of the regulatory threshold, currently 180" o of variable cost. 

Rate increases on traffic where a the party to this application enjoys market dominance 

should be limited to an amount equal to the Rail Cosl .Adjustment Factor, adjusted for 

productivity, unless that carrier proves that the proposed rate is at or below the regulatory 

threshold. 

The acquisition premium paid bv the applicants should not be included in the annuai 

calculation of Revenue Adequacy or used in any way in the detemiination of the junsdictional 

threshold 



Progress reports on the capital investment proposed in the application should be 

required annually of all parties 

Competition 

Creation ofa rail duopolv in the east, which paves the way for a national duopoly, 

requires that intramodal competition be enhanced The Board sliould implement a reciprocal 

switching system such as the interswitching system in ( anada The av ailability of competition 

would lead to reasonable rates and improved .seiAice for those shippers which are now captive 

Carriers would be forced to forgo tratfic wliich thev could not profitably carry That traffic 

would move to the mode and canier dictated by a conipelitiye market 

All points which now enjoy reciprocal switching should be kept open 

Reciprocal switch charges should be set at S13(i per car, as the carriers adopted in the 

UP-SP merger 

All gateways should be maintained with shipper choice of gateway mandated as a 

condition of the merger Shell must retain its cunent ability lo route wilhout penalty on the 

basis of the best route and rate 

This extends to specit\iiig a "short haul" Ibr an origin carrier whose service is 

poor, without threat of a rate escalation Pasl experience has shown that without this 

provision the shipper can change the route to improve service but, the originating carrier 

who is getting short hauled tbr poor performance can refuse to establish reasonable 

divisions over the new routing The lesult is that the originating carrier transports the 

shipment a shorter distance but retains the same reveiuie In effect the carrier is 



compen.sated for poor performance Allowing the shipper to designate the interchange 

point puts the onus on the carrier to provide acceptable service for its division of the 

revenue 

NS gateways at Sidney, IL (UP) and Tolono II. (IC) should be evaluated to ensure 

sufficient capacity to avoid faffic bottlenecks It is imperative that NS provide interchanges 

for ea.stbound traffic corning out of the Texas and Louisiana Ciulf Coast of capacity 

comparable to that of current C\mrail interchanges, which will be acquired and operated 

by CSXT. 



MA IOR ARFAS OF C ONC FKN 

Shell has three major areas of concem with the ajiplication fbr the purchase, division 

and use ofthe assets of Conrail Operations, composed of service and safety, economics, 

particularly rates and carrier perfonnance measures, and competition Each oflhese will be 

addressed in tum. 

Operations 

Safety is always a priority fbr Shell Shell rates, ranks, and works with all of its 

carriers on safety The Union Pacific safety problems which have occurred recently are a 

concern and have been watched very closely 

Both CSX and NS mentioned safety in the application as a top priority NS has 

always achieved top ratings frorn Shell and has won numerous railroad industry safety 

awards Shell has confidence that NS safety slandards and piactices will be integrated into 

the acquired Conrail lines and operations 

The recent record of CSX vvith regard to safety is of greater concern It has been 

reported that "[T]he Federal Railroad .Administration identified a pattern of safety-related 

problems at CSX Transportation lnc after an investigation spawned by five separale 

accidents this summer "̂  Perhaps more disturbing was the FR.A claim that it "found an 

atmosphere on CSXT in vvhich some CSXT field managers consistently failed to 

demonstrate full commitment to safety Some troiii-line managers emphasize train 

Journal of Coiunicrcc. October, 17. 1997 
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operations over safety considerations Such managemtnt actions have led .some employees 

to doubt senior management claims that safety is first, foremo.st and always."' 

This is a concern not only for the lines and opeiations of Conrail of which CSX 

will have exclusive use, but also the operation ofthe Shared .Asset Areas Shell rates its 

carriers on various performance criteria, including safely and service As mentioned in 

Brian Felker's statement, CS.X performance ratings, as devek^ped by Shell, have been near 

the bottom of the industry If .safety has begun to slip on the priority li.st e en before the 

integration of acquired lines ensues, it would behoov e the Board to make certain that the 

neces.sary measures are in place to provide prior warning ofa safety meltdown 

In their application CS.X and NS touted the designation of Shared Asset Areas, 

''reated for the purpose of opening South Jersey.'Philadelphia, North Jersey, Detroit, the 

Monongahela Railroad coal fields and the Ashtabula dock facility to direct competition 

While we welcome the introduction of competition m this manner, and suggest that the 

concept be extended to Indianapolis, Cincinnati, and W est \ irginia, there is a lack of 

specifics about the manner in which the Shared .Asset Aicas will he operated This will be 

partially rectified, we hope, when applicants compiv with Board Decision No 44 Until 

we have had the opportunity to examine the manner in wh.ch the Shared Asset Areas will 

be operated, we will reserve comment 

It is clear from the operating plans that NS and CS.XT will be using the Conrail 

Shared Assets Operation (CS AO) to perfonn local swi.ching. train breakup, classification 

and assembly services It is not clear as tc whether thc respective roads will provide the 

Ibid 
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Customer Service duties consistent with car tracing Shell requires "one stop shopping", 

which it would prefer be managed by the railroad which handled the linehaul. 

It is imperative that the carriers assume the responsibilities for the actions of their 

contractor namely, CSAcD If there are any pioblems with the operations within the 

confines that have been designated as CSAO, we as a shipper will look to the line haul 

carrier(s) to accept responsibilitv and resolve and/or correct any problems W'e do not 

want to deal with the CSAO because they are just the agent for the line haul carriers 

In that same vein. Shell has concerns regarding the switching operations at East St 

Eoui.s, IL At the present time CSXT u.ses the TRR A t'or its switching and classification 

services to and from western carriers as well as NS traffic originating out of Shell's 

Wood River facility In the past CS.X has taken the position that they have no 

responsibility or ownership of t'le tratfic till the tratlic is moving on their line CSX 

contracts with TRRA to perfimn services for which ( SX is responsible and yet they 

attempt to shirk their responsibilities 

If the application is approved. CS.XT will i;ike ovci Conrail s Rose Yard for 

interchange to and from the (iWWR Although it is not indicated in the CSX Operating 

Plan, Shell as.sumes that the TRR.A and/or AS will act as contractor for CSX If this 

is the case it is incumbent upon CSX take responsibilitv for that service which it has 

contracted out. 

Post merger routing options from the Texas and Louisiana Ciulf Coast is another 

major concern for Shell Significant Shell tratfic is cui rentlv rtiu^ed from the Gulf Coast to 

the Northeast via the gateways listed below, 
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Current Gateways and lnterchanMes.ljnpacted. 

L ocation: Interchangê  Post Merger 

1 St Elmo, IL UP/SP-Conrail UP/SP-CSXT 

2 Effingham, IL IC-Conrail IC-CSXT 

3 Salem, IL UP/SP-Conrail UP/SP-CSXT 

As shown above, the curient Comail interchanges with UP and IC will be acquired 

by CSX As shown below, the application addresses the need for NS gateways to handle 

the north and eastbound traffic which will be interchanged from the UP and IC, 

Proposed New Constmction Gateways and J nt ere hinges 

1. Sidney, IL NS UP/SP-NS 

2 Tolono, IL IC IC-NS 

We agree with the need for the con.stmction t)f tliese new connections as set forth 

in Railroad Control Volume 3B of 8. but lack the infonnaiion to determine whether the 

planned capacity of either ofthe tracks will be sufficient 

Diagrams of the new interchanges at Sidnev. 11. and Tolono, IL, are shown in 

Appendix B ofthe application volume referenced above The captions on the diagrams 

indicate that not all tracks are shown and that those whi.h are may not be drawn to scale 

Shell would appreciate additional information on those iiuerchanges as .he diagrams make 

them appear to be very short tbr major interchanges that vvill handle traffic between the 

Texas and Louisiana Gulf C\iast lefinenes and ea,st coast points 
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The importance to Shell of the IC-NS inteichange has grown because of the 

service problems with the Union Pacific Traffic that had been routed UP/SP-Conrail over 

St. Elmo is now being routed BNSF-Memphis, IC-Etfingliani. then Conrail While this 

interchange will still be open and available post-rneruei with CSXT, it is clear from recent 

experience with the UP-SP merger that we need alternatives The interchanges that are 

proposed by NS are essential if we are to retain competition and routing alternatives The 

proposed NS interchanges will provide the shippers with the desired alternative routing if 

they are constmcted in a way that will facilitate the traffic through the interchange in a 

smooth fashion with minimal amount of switching 

Another concern which Shell has regarding Tolono and Sidney is the timetable for 

constmction of the interchange facilities Sidney was one of three constmction projects 

for which a waiver was requested so that the interchange could be operational by the 

anticipated merger approval date around the first w eek of June. 1998 The Board granted 

N i the requested waiver on June 12,1997 ^ In that decision the Board attributed to NS a 

ti.Tie to constmct of ten month.. A member of our stalf, in the area on other business, 

examined the site ?.» Sidney on September 26. 1997 and construction had not yet begun. 

A waiver was not even requested for the proposed interchange at Tolono with the 

IC If this application is granted during the first week of June, 1998, neither the Sidney 

nor the Tolono interchange will exisl "to permit the elficieiit handling of traffic between" 

IC or UP and NS, "bypassing congesiion at East St Louis " 

•* Decision No. 9, Decided June 11. t'>')7 and Served June 12. I ' ' " ' 
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Other issues which need to be resolved regarding the gateways mentioned above 

include whether the applicants will participate in run-through trains with interline carriers, 

pre-blocking of cars, and whether the interchanges will be tun seven days per week. 

The CSX segment designated the Central Serv ice Route in its operating plan is due for 

an increase in traffic as CS.X attempts to avoid congestion at Cincinnati Shell is concerned 

that the additional traffic routed thnnigh the CSX vard at Russell, Kentucky could 

negatively impact Shell's plant at Apple Grove, WV 

South and westbound traffic from the plant are switched through the yard at Russell 

which even now contributes to delays in the return of Shell empties or the receipt of Shell 

raw materials Shell needs intbrmaticm from CSX as to the impact ofihis rerouting on the 

Shell operations at Apple Grove 

Economics 

Among the public benefits claimed in thc application was that CSX and NS will 

spread fixed costs over broader traffic base because per unit slii,)ping costs will decline, 

reduced costs will allow vigorous competition 

Decreased shipping costs do not necessarily translate into decreased rates, 

especially on captive traffic Neither road will hav e incentive to reduce rates on captive 

traffic, but in fact will have incentive to raise rates on such tratfic 

First, the exorbitant price fbr Conrai! must be i->i'id for The bidding war in which 

CSX and NS engaged resulted in a premium of nearlv four billion dollars paid fbr Conrail. 
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c s x was left saddled w ith debt of approximately $4 2 billion w hile NS borrowed almost 

$6 billion. 

Second increased competition for traffiic which, does not now have intramodal 

choice will reduce rates on that traffic creating revenue shortfall where surplus once 

existed Those fortunate enough to be located in one ofthe Shared Asset Areas will 

benefit here 

Third the applicants claim they will take significant tmck traffic offi of 1-95 by 

providing .seamless intermodal service Railroads hav e attempted to buy traffic offi of 

trucks for 60 years only to create "new' business wliich moves below cost and must be 

paid fbr by captive shippers 

Shell needs rate relief fbr captive facilities, particularly the PET planl at Apple 

Grove Apple Grove has no viable alternative to the CSX tbr the receipt of raw materials 

or the shipment of PET Only imposition of conditions which create competition at Apple 

Grove will ensure that Sheil benefits economicallv from this merger 

competition 

There will be significant reduction in rail comnetituMi on the CSX and NS systems 

which now exist Where previously a shipper in the south or midwest had a choice 

between the two railroads at origin with a destination on Conrail, the choice will now be 

essentially eliminated The carrier which controls the tbrmer Conrail destination will 

control the movement The .same is true going in the other direction with the carrier 

IS 



which controls the former Conrail origin now eliminating the choice of a destination 

carrier 

Gateways are another issue of concern Where will the former Conrail gateways 

with the western cairiers now be located'' For example, will CSX at'empt to force traffic 

which formerly went from the gulf coast to Conrail thiough St Louis to be routed through 

New Orleans instead'̂  

Will the plan as currently constituted preserve competition at Cincinnati, OH'̂  NS 

will take o"/er Conrail's Shanmville '̂ard that currentK seiAes the ."&CJ industries in 

Cincinnati There is no indication in either operating plan lhat CSX will retain the right to 

serve P&G plants in C ncinnati In order to main a competitive environment, both 

railroads need to be able to serve P&G 

In Indianapolis area tracks vvill be assigned to CSX. according to the operating 

plans NS will be affiorded trackage righls to serve 2-1 shippers in Indianapolis Shell 

proposes that Indianapolis be declared "open"" so that all shippers may route their traffic 

via the railroad of their choice 

indianaJlaitpjiBelLMik^^^^ According to th. application the IHB's 

control and operation wiil be divided up between the carriers However it is not clear 

whether the IHB will retain its own identity Whatevei the ca.se may be, all shippers 

currently switched by the IHB musi be able to retain the right to route their traffic to the 

line haul carrier of their choice rather than be subject to the dictates ofthe line haul carrier 

serving their facility post-merger 
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Trackage/haulage rights, where applicable, must be administered in a way that the 

carrier owning the line must give equal time to the carrier(s) who are granted these rights. 

We have seen a gross violation of the intent of trackage rigiits in the recent UP/SP merger 

The UP/SP has refu.sed to permii the carriers who have trackage rights equal access to 

their line The result is excessive transit time, escalating costs for both the shippers and 

the carriers holding the trackage righls, a non-competilive environment Both the KCS-

Tex Mex and the BNSF have slated in public hearings that the trackage rights granted 

them in the UP/SP merger are not working The administration and control of 

trackage/haulage rights must be more than a threat of mutual terror" which is universal 

tactic embraced by the railroads today. 

Finally, the interchange of tratfic wilh short line and/or smaller Class I railroad 

must be handled expeditiously Otherwise the abuse of market power by the duopoly 

carriers will result in marginal service by the smaller carriers 
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Appendix .\ 

BACKGROUND AND QUALIFICATIONS 

OF 

DAVID L HALL 

My name is David L Hall 1 am Piesident of CONLMONWEALTH 

CONSULTING ASSOCIATES (COMMONWEAI TH) with offices at 720 North Post 

Oak Road, Suite -lOO, Houston, Texas. 77024 COMMONWEALJ'H provides 

manageinent con.sulting services, including practice areas in logistics and information 

systems 

With COMMONWi;.AI. Tii i have conducted and supervised numerous 

transportation cost and operational analvses for clients in various industries to aid in the 

determination of rea.sonable rate levels We assist shippers in obtaining reasonable rail 

transportation rates by determining target rate levels based on movement specific cost 

analyses, identifying significant differences between those targ»ts and the rates in etfect, 

and providing negotiating tools and strategies whicli assist the client in achieving target 

rates 

I have performed b- chmark analyses and process redesign studies for clients to 

assist them in employing best piactices and streamlining opeiations In the.se studies we 

work with distribution service providers to squeeze excess costs from the system to the 

benefit of both carrier and shipper 

I also developed the Commonwealth Rail Costing System© (CRCS©) a 

copyrighted rail rale and cosl analysis software pack.ige which runs under Microsoft 



Windows and includes three cost development models, a Data Manager, and a Report 

Generator CRCS allows the u.ser to evaluate current rates, generate target rates, project 

annual rail transportation savings and establish company-wide metrics. 

Before establishing COMMONWEALTH CONSULTING ASSOCIATES, I was a 

Transportation Consultant with ,A T Kearney, lnc , Manageinent Consultants, where 1 

assisted in the implementation of the Kearney transportation costing system, as well as 

participated in transponation cosl and operational analyses for various Kearney clients. 

Those studies included the movement of coal to public utilities, movements of phosphate 

rock in the Bone Valley of Florida, the movement of limc and soda ash from Missouri and 

Wyoming to a midwestem utility and the movement of building materials from Texas to 

midwestern and western planl locations 1 also developed rail and inter-modal costs for 

Ohio River Basil: export coal and nitrogenous fertilizers distributed from the Gulf of 

Mexico to farm belt states 

Prior to joining Kearney, 1 v.as employed bv the Illinois Commerce Commission as 

a 'Transportation Financial Analyst While employed bv the Commission I served as case 

manager in investigations and proceedings pertaining to the regulation of railroads, motor 

carriers of passengers and motor carriers of freight I analvzed cost and financial dala 

submitted by proponents and protestaiits in Coinmission proceedings, and prepared cost 

studies to aid the Commission in the determination of transportation co.sts and proper rate 

levels I also appeared as an expert cost and financial witness and participated in cross-

examination of witnesses in v arious Commission heariiius 



Prior to my association with the Illinois Commerce Coinmission, I was employed 

by M L Hall & A.ssociates, Transportalion Consultants, as a Cost Analvst Some of my 

assignments while at M L Hall & .Associates included, participation in an operational 

analysis ofa subsidized raihoad for the State of Michigan, development of data for use in 

Rail Form A, Rail Terminal Form F and Highway Form B co.sting applications, use of unit 

costs derived from the above mention cost fbrmulae in development of movement costs 

for various railroads and shippers, participation in the l'i7S operations study of the Port of 

Houston switching terminal and assi.st.mce in the dev elopment of costs using data derived 

from the Houston study, assistance in dev elopmenl of ;i cost svstem fbr the Association of 

American Railroads vvhich was first u.sed in a 1*̂ 7 railroad general rate increase to 

develop revenues, ccsts and revenue/cost ratios tbr over 37,000,000 carloads of traffiic, 

assistance in development of a cost model fbr the Illinois Commerce (\)ininission to 

develop costs for single-car, multiple-car and trainload unit-trains of coal 

I al.so held the position of Statistical .Assistant with the firm of G W Fauth & 

Associates, Transportation Consultants My duties included gathering data from various 

governnient agencies, trade associaticms. railroads and shippers for use in developing 

transportation costs tbr various modes 

In addition lo preparation of the above studies and supporting documents which 

were submitted to various regulatory agencies, 1 also submitted testimony and exhibiis in 

Docket No 38336S, Niagara Mohawk Power Corporation,_y_Cmisolidated_Rail 

Corporation and Pittsburg & Shavymut Rajlroad Tx I'.iite No 347 (Sub-No 2), Rate 

Guidelines—Non-Coal Proceedings. Dockets Nti 41242. Central Power & Light Company 



V. Southem Pacific Transportation. No 41295, Pennsylvania Power & Light Company v. 

Consolidated Rail Corporation, and No 41626, MidAmerican Energy Company v Union 

Pacific Railroad Company and Chicago and North Western Railway Company, collectively 

termed the "Bottleneck Case" and Docket No 41670 Shell Cherr.r' Company et al.. v. 

Boston & Maine Corporation et a[ 

I graduated magna cum laude from the University of Richmond with a Bachelor of 

Science Degree in Business Administration and a double inajor in finance and economics 

I earned a Mastei of Business Administration Degree fiom the L'niversity of Houston and 

have completed courses toward a Doctorate in Marketing Information Systems at the 

same institution 
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October 21, 1997 

Vernon A. Williams, Secretary 
Office of the Secretary 
Case Control Brancii 
ATTN: STB Finance Docket No. 33388 
Surface Transportation Board 
1925 K Street, NW 
Washington, DC 20423-0001 

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

Dear Secretary Williams: 

Enclosed are an o r i g i n a l and twenty-five (25) copies of the 
highly c o n f i d e n t i a l version, an o r i g i n a l and twenty-five copies of 
the c o n f i d e n t i a l version, and an o r i g i n a l and twenty-five (25) 
copies of the public version of the Comments, Requests f o r 
Conditions, Opposition Evidence, And Supporting Argument of the 
Port A u t h o r i t y of New York and New Jersey (NYNJ-14, NY/NJ-15 and 
NY/NJ-16) f o r f i l i n g i n tho above-captioned proceeding. An 
ad d i t i o n a l copy of each is enclosed for f i l e stamp and r e t u r n with 
our messenger. Please note that copies of these f i l i n g s are also 
enclosed on 3.5-inch diskette i n WordPerfect 5.1 format. 

Very t r u l y yours, 

Paul M. t)onovan 
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October 21, i ̂ "̂7 

Vernon A. Williams, Secretary 
Office of the Secretary 
Case Control Branch 
ATTN: STB Finance Docket No. 33388 
Surface Transportation Board 
1925 K Street, NW 
Washington, DC 20423-0001 

OCT 2 \ W? 

Re: 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, 
Finance Docket No. 33388 

Dear Secretary Williams: 

Enclosed are an o r i g i n a l and twenty-five (25) copies of the 
highly c o n f i d e n t i a l version, an o r i g i n a l and twenty-five copies of 
the c o n f i d e n t i a l version, and an o i i g i n a ] and twenty-five (25) 
copies of the public version of the Comments, Requests f or 
Condit.Ions, Opposition Evidence, And Supporting Argument of the 
Port A u t h o r i t y of New York and New Jersey (NYNJ-14, NY/NJ-15 and 
NY/I^J-16) f o r f i l i n g i n the above-captioned proceeding. An 
ad d i t i o n a l copy of each i s enclosed for . i l e stamp and re t u r n with 
our messenger. Please note that copies of these f i l i n g s are also 
enclosed on 3.5-inch diskette in WordPerfect 5.1 format. 
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Very t»-uly yours. 

Paul M. t)onovan 


