
STB FD 33388 10-21-97 D 182841 1/3 



L A R O E , W I X N ' , MoETtMAX & D O N O V A N 
A T T O R N E Y S AT LAW 

S U I T E a i o 

I 7 3 0 R H O D E I S L A N D A V E N U E , N. W 

W A S H I N O T O N , D. C. 2 0 0 3 6 

T E L E P H O N E ( 2 0 2 ) 6 2 8 2 ' ' 8 8 

TAX I 2 0 2 ) 6 2 8 - 2 0 8 7 

October 21, 1997 

Vernon A. Williams, Secretary 
Office of the Secretary 
Case Control Branch 
ATTN: STB Finance Docket No. 3 3 388 
Surface Transportation Board 
1925 K Street, NW 
Washington, DC 20423-0001 

oct 2 ) 1997 

Re: CSX Corporation and CSX Transportation Inc., Norfolk 
Southern Corporation and Norfolk Southern Railway 
Company - Control and Operat.-.ng 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 . i 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 
Conditions, Opposition Evidence, And Suoporting Argument of 
Port A u t h o r i t y of New York and New Jeri,ey (NYNJ-14, NY/NJ-15 
NY/NJ-16) f o r f i l i n g in the above-captioned proceeding, 
a d 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 w i t h 
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. 

f o r 
the 
ard 
An 

Very t r u l y yours, 

Paul M. t)onovan 



PUBLIC VERSION 

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. AND CONSOLIDATED RAIL CORPORATION 

COMMENTS, REQUESTS FOR CONDITIONS, OPPOSITION 
EVIDENCE, AND SUPPORTING ARGUMENT OF THE 
PORT AUTHORITY OF NEW YORK AND NEW JERSEY 

TNITRCB 
Qftic* o* m» SwCTttary 

OCI 2 1 W 

m Kariol 
i I Pubic Recotd 

Hugh H. Welsh, Deputy General 
Counsel 

The Port A u t h o r i t y of New York 
and New Jersey 

One i^'orld Trade Center, 67E 
New York, NY 10048 
(212) 435-6915 

Paul M. Donovan 
LaRoe, Winn, Moerman & Donovan 
3 506 Idaho Avenue, N.W. 
Washington, DC 20016 
(202) 362-3010 

Attorneys f o r 
The Port A u t h o r i t v of New York 

and New Jersey 

Dated: October 21, 1997 



NY/NJ-14 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 33388 

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

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

COMMENTS, REQUESTS FOR CONDITIONS, 
AND SUPPORTING ARGUMENT OF THE PORT AUTHORITY 

OF NEW YORK AND NEW JERSEY 

INTRODUCTION 

The Port Authority of New York and New Jersey (the Port 

Authority) i s an agency of the States of New York and New Jersey 

whose b i - s t a t e compact was approved by the Congress. Foremost 

among the statutory r e s p o n s i b i l i t i e s of the Port A u t h o r i t y i s the 

p r o t e c t i o n of the commerce of the New York/New Jersey Port 

D i s t r i c t . This Port D i s t r i c t , which i s roughly a 26 mile radius 

around the Statue of Lib e r t y , includes v i r t u a l l y a l l of the North 

Jersey Shared Asset Area as set f o r t h i n the A p p l i c a t i o n . 

Pursuant t o the Final Procedural Schedule, the Port A u t h o r i 

t y hereby f i l e s the f o l l o w i n g Comments, Requests f o r Conditions, 

Opposition Evidence and Supporting Argument (Comments) . Inasmuch 

as Applicants have not f i l e d t h e i r operatinq plars f o r The New 



York/New Jersey Metro Area, or what Applicants r e f e r to as the 

North Jersey Shared Asset Area, these Comments must necessarily 

be i.ncomplete. 

Even with the incomplete record regarding the New york/New 

Jersey Metro Area, several important facts are apparent: (1) the 

Shared Assets concept i s unique and unprecedented; (2) the New 

York/New Jersey area that would be covered by the Shared Assets 

Operating Agreement involves 14 m i l l i o n people and congested r a i l 

terminal and operating f a c i l i t i e s ; (3) the Applicants and the 

Port A u t h o r i t y agree th a t there w i l l be a substantial increase i n 

r a i l t r a f f i c i n t o , out of and through the North Jersey Shared 

Assets Area i n the immediate fu t u r e : (4) the operating plans 

necessary to serve t h i s area are so complicated th a t s i x months 

a f t e r the establishment of the area, and four months a f t e r f i l i n g 

of the Ap p l i c a t i o n , they s t i l l have not been completed; (5) as 

Mr. John Snow, the CSX Chief Executive O f f i c e r r e a d i l y admits, 

the Shared Asset concept c a r r i e r s w i t h i n i t the "opportunity f o r 

mischief" as between the competing NS and CSX; and (6) the Shared 

Asset agreement between the c a r r i e r s was the r e s u l t of business 

negotiations and not the r e s u l t of operating e f f i c i e n c y or even 

operatinq f e a s i b i l i t y considerations. 

In a d d i t i o n t o the above, the Shared Asset s t r u c t u r e r e s u l t s 

in a terminal c a r r i e r (Conrail Shared Asset Operator or CSAO) 

th a t i s not designed to make a p r o f i t or operate i n a manner 

consistent w i t h i t s best i n t e r e s t s , but, rather i n the best 

i n t e r e s t s of NS and/or CSX. Thus, investrent decisions, resource 

a l l o c a t i o n s etc. would net be made on the basis of the most 



e f f i c i e n t a l l o c a t i o n of economic resources, or on the basis of 

what an independent p r o f i t making operator would do, but, r a t h e r , 

on the basis of what i s most desirable for one or both of the 

competing line-haul c a r r i e r s serving the area. Ar. w i l l be 

discussed below, what i s best for the ca.-riers may not, i n a l l 

cases, be best for the region. 

In view of the foregoinq, and the more complete discussion 

tha t follows, and based upon thc record as i t now stands, recog

nizing that the operatinq plan(s) that w i l l be f i l e d pursuant t o 

Decision No. 44 may a l t e r the record i n several material ways, 

the Port Authority requests that NS and CSX be ordered, as a 

condition to approval of the transaction, to divest themselves of 

a l l assets w i t h i n the North Jersey Shared Assets Area t h a t 

Applicants presently propose to be operated by CSAO. Those 

assets w i t h i n the area that Applicants propoL^e t o have operated 

by e i t h e r NS of CSX or j o i n t l y by NS and CSX would remain w i t h 

those respective c a r r i e r s accordinq to the A p p l i c a t i o n . 

ARGUMENT 

I . There I s Insufficient Evidence To Permit The Board To Find 
That The Proposed Transaction I s In The Public Interest 
Insofar As Operations Within The l^orth Jersey Shared Assets 
Area Are Concerned. 

"'n v i r t u a l l y a l l r a i l consolidation proceedings the I n t e r 

state Commerce Commission and now t i e Board have been c a l l e d upon 

to ascertain the public i n t e r e s t by determining .«/hether the e f f i 

ciencies produced as a r e s u l t of the combining or merging of r a i l 

c a r r i e r s w i l l outweigh any actual or p o t e n t i a l a n t i c o m p e t i t i v e 

e f f e c t s of the transaction. Here, however, at leas t w i t h respect 

3 



„ew vo.. a„a .er=ey, O^.- a aU.e.ent pu.X.c .n.e.e.t 

e.-amination «iU be required. 

.ppucan« propose t . a t t.,e con.e.ted Hort. .er.ey area 

, service, and apparently 
have no operating plan to accomplish t h i s 

are unaWe t o develop one in a timely fashion. 

. p p i i c a n t s have candidly admitted t h a t although they have 

,een worKinc t o deve.op operating plans, Put have not been 

..ccessiul t o t h i s p oint. Ouring h i s deposition, Mr. aohn snow 

,,.,,ned i n response t o questions t r o . Port a u t h o r i t y Counsel: 

0 one, we a.e^ta.ing - / r e a which^Conrail^h^^^ 

- r L 5 " J e t % % " l t i ; g ' P-Lon^^^^^^ 

Shares asset ' ^ ^ t make great commercial 
mercial arrangement ^^^^/^^^^^^^^ ^as ar r i v e d at 
sense f o r CSX and Norfolk Southern ^^^^ ^^^^ 
without substantial °P!^^^^°^^^3^i^g plan. Do you 
we s t i l l dcn't have a ̂ ^^^ °PJJ^^^^"^ know you've 
understand the basis of - r concern^ ^^^.^^ 

been to the ^°^ l°^ .^^ .^1^^° ' ' ao you understand our con-seen how congested i t i s . uo yu 
cern? 

A. I t h i n k I do. And I . t ^ - ; ; - ? i i ' p o r t ' A i ? h o r i t y 
address i t here with meetings -^^h the Port^ ^.^^^^^ 

and your c l i e n t s and V ^ ^ ^ ^ ^ i ^ . ' ^ t matter i s being given 
f u t u r e . I t ^ l ^ and I understand we have a intense a t t e n t i o n within^CSX and I^un^ ̂ ^^^^^^ 
j o i n t team with NS so I t s ^eing g ^^^^ ^^^^ ^^^^ 

''°"i^ina r i l l e ^Su^Iv^rheading that e f f o r t f promising r a i l execu ^ orrison and I 
f o r us. 

promising x a . . l - — " ^ ^ ' ^ ^ . Orrison and 1 have a 
S ° g r r e g ; ; - d ' r o r ^ K i m ^ " ^ T h . s young man i s of a compara-

^ ^ S r r S i u l d say to you tha t I don ' t - . n k ^ t h . r e ^ i s 
any issue rece iv ing more a t t en t i on 
d ^ e " s r l U u ? t r n r t r g e t r e r - ' n ' o ^ p e r a ? r n r p l a n . 



Mr. Snow's testimony points out two things. The Applicants 

ar.-> working on an operating plan f o r the North ^ersey Shared 

Asset Area. Secondly, that plan i s both extremely important and 

quit*.- complicated. 

In the absence of information as t o how the Applicants w i l l 

be able t o provide any acceptable l e v e l of service at New 

York/New Jersey i t i s p l a i n l y impossible to determine the impact 

of th^s transaction on the public i n t e r e s t i n tha t region. The 

unfortunate conditions presently e x i s t i n g in and around the 

Houston area stand as a warning t o o v e r l y - o p t i m i s t i c p r o j e c t i o n s 

and w i s h f u l t h i n k i n g as to terminal c a p a b i l i t i e s , and the impact 

of terminal problems upon e n t i r e r a i l systems. 

The f a i l u r e of Applicants to provide a meaningful operating 

plan f or the North Jersey region ir, not merely a f a i l u r e of 

proof. I t indicates that the Shared Assets concept may not be 

workable. How else can Applicants explain the i n a b i l i t y of t h e i r 

most talented executives to produce a plan even though they have 

obviously been vorking at the task f o r some time? In short. 

Applicants have f a i l e d to demonstrate t h a t the North Jersey 

Shared Assets Operating Area concept i s i n the public i n t e r e s t . 

Documents produced by Conrail i n response t o Port A u t h o r i t y 

discovery requests demonstrate the possible adverse consequences 

of two c a r r i e r s serving New York/New Jersey. For example, i n 

hearings before New Jersey J o i n t Senf>te and Assembly dealing w i t h 

the then proposed CSX/Conrail merger, representatives of CSX and 



Conrail t e s t i f i e d on February 24, 1997.' Their j o i n t testimony 

stressed the advantages of a single c a r r i e r serving t!'e Port of 

New York and New Jersey. 

S i m i l a r l y , i n CR 09 CO 000411-CR 09 CO 000427 e n t i t l e d 

"Impact Analysis of Two Railroads Serving the Port of New 

The North Jersey Shared Assets Area, Conrail's current New 

York/New Jersey terminal area, i s t o be divided among three 

operators: CSX, NS and CSAO. As no^ed above, a l l p a r t i e s p r o j e c t 

t r a f f i c volume increases. As described i n the v e r i f i e d statement 

of L i l l i a n Borrone, there i s already a looming shortage of 

t e r m i n a l capacity w i t h i n the terminal area. Applicants now 

propose t o divide the terminal area i n a way that Conrail so 

r e c e n t l y argued would require more terminal i n f r a s t r u c t u r e . I n 

the face of these fac-^s, the Application proposes no r e a l t e r m i -

' This document bearing thc designation CR 09 CO 000351-CR 
09 CO 000375 i s attached hereto as Appendix A i s stamped "Confi
d e n t i a l " . However, that document has been d e c l a s s i f i e d t o a 
"Public" status. 

^ This document i s attached as Appendix B, but has not been 
d e c l a s s i f i e d to "Public" status, and remains " C o n f i d e n t i a l . " 



nal expansion and the Applicants are at a loss t o develop an 

operating plan f o r the region. 

In short, there i s no reason to conclude th a t the Shared 

Asset concept, which Applicants concede was developed f o r commer

c i a l and not operating reasons, can r e s u l t i n anything other than 

severe congestion, and a breakdown in r a i l services w i t h i n the 

region. As discussed below, t h i s breakdown i n service would most 

l i k e l y s t r i k e i n t e r n a t i o n \ l waterborne commerce the hardest, and 

cause the diversion of substantial amounts of that t r a f f i c t o 

competing ports. 

I I . Since International Traffic I s Highly Competitive And 
E a s i l y Diverted To Competing Ports, The Loss Of Conrail 
As An Independent Geographic Competitor To Both CSX And 
Norfollc Southern At Thor.e Competing Ports Must Be Replaced 
By Effective Intrzunodal Rail Competition At New York/New 
Jersey. 

The Port Authority i s charged by s t a t u t e with p r o t e c t i n g the 

economic welfare of the e n t i r e New York/New Jersey reqion. I t i s 

also p a r t i c u l a r l y directed by those statutes to protect the 

commerce of the Port of New york and New Jersey. As the v e r i f i e d 

statement of L i l l i a n Borrone points out, the Port i s such a v i t a l 

component of the economy of the e n t i r e region t h a t the p r o t e c t i o n 

of the Port's commerce has i n and of i t s e l f a p o s i t i v e impact on 

the economy of the region. 

While Applicants view New York/New Jersey as a huge consum

ing market i n t o which they c a i d e l i v e r increasing volumes of r a i l 

t r a f f i c , the Port i s , i n f a c t , a gateway through which i n t e r n a 

t i o n a l waterborne t r a f f i c can move by r a i l t o and from i n t e r i o r 



p o i n t s . In t h i s capacity, the Port i s i n intense competition 

w i t h other ports serving the same i n t e r i o r p o i nts. 

While the issue of which gateway i n t e r n a t i o n a l waterborne 

t r a f f i c may move through may be of l i t t l e consequence to the r a i l 

c a r r i e r s servinq various of these gateways, i t i s of v i t a l 

concern t o the Port and to those economically dependent upon the 

Port. Further, ar.y s h i f t in normal shipping patterns based upon 

the f a i l u r e of a r a i l c a r r i e r or c a r r i e r s t o provide adequate 

service, by d e f i n i t i o n , r e s u l t s i n the i n e f f i c i e n t a l l o c a t i o n of 

economic resources. 

The record developed i n t h i s proceeding, i n c l u d i n g the 

v e r i f i e d statements of L i l l i a n Borrone and Thomas Schmitz, 

demonstrates t h a t over the past several years Conrail has become 

an e f f i c i e n t competitor with respect t o i n t e r n a t i o n a l waterborne 

t r a f f i c . I t s improved service and aggressive p r i c i n g have caused 

the recently developed and expanded ExpressRail on-dock r a i l 

t erminal operations to become a great success. 

Conrail's aggressiveness i s obviously i n i t s economic best 

i n t e r e s t inasmuch as New York and New Jersey i - v i t a l t o Conrail 

i f i t i s to move large volumes of i n t e r t i o n a l t r a f f i c . CSX and 

Norfolk Southern seek to replace Conrail's e f f e c t i v e geographic 

competition w i t h other ports wich two competing c a r r i e r s serving 

New York and New Jersey. Conceptually, the Port A u t h o r i t y 

applauds the intramodal comp . - t i t i c n t h a t t h i s t r a n s a c t i o n cou. d 

provide i n the region. However, i t i s axiomatic t h a t t h i s 

intramodal competition can only successfully replace Conrail's 
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geographic competition i f thc new c a r r i e r s can serve the region 

and the Port e f f i c i e n t l y and e f f e c t i v e l y . For the reasons stated 

above, there i s r e a l doubt that the c a r r i e r s can provide t h i s 

e f f i c i e n t and e f f e c t i v e service using the undefined, u n t r i e d and 

unprecedented Shared Assets concept t h a t t h e i r respective negoti

ators created i n an e f f o r t to insure t h a t neither c a r r i e r had any 

co.Tipet i t ive advantage, without regard to whether e i t h e r c a r r i e r 

could adequately serve the competitive area. 

There i s no showing on t h i s record t h a t the Shared Asset 

Area concept can or would provide an adequate s u b s t i t u t e f o r the 

geographic competition now provided by Conrail at the Port of New 

York and New Jersey. Thus, unless conditions are imposed on t h i s 

t r a n s a c t i o n . New York and New Jersey would be economically 

damaged and rendered less able to compete f o r the i n t e r n a t i o n a l 

waterborne t r a f f i c volumes that 1 agree w i l l increase i n the 

f u t u r e . 

I I I . An Independent Terminal Rail Carrier Serving New York/New 
New Jersey Offers The Best Chance Of Providing The E f f i c i e n t 
Terminal Rai l Services That Are In The Best Interests Of The 
Region, The Port And The Shipping Public. 

As noted above, one searches the A p p l i c a t i o n i n vain f o r any 

explanation f o r the creation of the unique Shared Assets concept 

other than each line-haul c a r r i e r wanted an opportunity to serve 

the highly a t t r a c t i v e markets of D e t r o i t , Philadelphia, and most 

importantly. New York/New Jersey. Obviously, t h i s concept was 

developed i n the heat of intense business negotiations and 

without regard t o the operating problems that would be involved. 



One must assume that a desire t o keep other p o t e n t i a l r a i l 

c a r r i e r competitors out of the market was one consideration, as 

was the admitted desire to keep each Applicant on as equal a 

competitive f o o t i n g as possible. As reasonable as these motives 

may seem when viewed from the perspective of the Applicants, they 

do not provide a j u s t i f i c a t i o n for p u t t i n g at r i s k the economic 

welfare ol the New York/New Jersey region. 

I t i s not thc pos i t i o n of the Port A u t h o r i t y t h a t the Shared 

Assets Operating Area concept cannot provide e f f i c i e n t and 

e f f e c t i v e service w i t h i n the New York/New Jersey area. I t i s the 

po s i t i o n of the Port Authority, however, th a t the current record, 

absent the d e t a i l e d operating plan(s) ordered by the Board i n 

Decision No. 44 t o be f i l e d by October 29, 1997, does not contain 

E u f f i c i e n t information to permit the Board t o make the necessary 

public i n t e r e s t f indings tnat i t recognized i n Decision No. 44 i t 

must make with respect to the New York/New Jersey region. Thus, 

the Port A u t h o r i t y , at t h i s time, and while awaiting the operat

ing plan(s) believes that the Board should order d i v e s t i t u r e of 

a l l Conrail assets w i t h i n the North Jersey Shared Assets Area 

that the Application provides to be operated by the Shared Assets 

Operator. 

CONCLDSION 

In view of Decision No. 44, and the a d d i t i o n a l operating 

materials c a l l e d f or therein, the Port A u t h o r i t y w i l l reserve i t s 

f i n a l p o s i t i o n u n t i l i t has an opportunity t o review those 

materials as contemplated by the Board's Decision. 
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R e s p e c t f u l l y s u b m i t t e d . 

Hugh H. Welsh, Deputy General 
Counsel 

The Port A u t h o r i t y o f New York 
and New Jersey 

One World Trade Center, 67E 
New York, NY 1004 8 
(212) 435-6915 

Paul M. Donovan 
LaRoe, Winn, Moerman & Donovan 
3506 Idaho Avenue, N.W. 
Washington, DC 20016 
(202) 362-3010 

At t o r n e y s f o r 
The Port A u t h o r i t y o f New York 

and New Jersey 

Dated: October 21, 1997 
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Remarks of William G. M. Goetz 
Consolidated Rail Corporation 
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Good morning. 

My name i s B i l l Goetz, 

I am Assistant Vice President for Intermodal Assets with Ccnrail i n 
Philadelphia. 

Joining me today i s .̂ îke Reuhlmg representing CSX Corporation m 
Richmond, V i r g i n i a . 

We both appreciate t m s opportunity to t e s t i f y about the CSX-
Conrail merger transaction. 

Today I want to do three things. 

F i r s t , I want to t a l k aDout Conrail and the r e a l i t i e s of running a 
r a i l r o a d m today's New Jersey economy. 

Second, I want to discuss the CSX-Conrail merger. 

Fi n a l l y , I want to explain why the CSX-Conrail merger represents 
the best outcomo f o r New Jersey. 

Conrail was created from six bankrupt r a i l r o a d s i n 1976. 

A l l s i x of thos. r a i l r o a d s had operations i n New Jersey. 

The s i t u a t i o n then was nothing short of a t o t a l disaster. 
In I t s early years Conrail l o s t $1 m i l l i o n per day. 

Service levels didn't come close to being competitive. 

1. The network Conrail operates today was pieced together from 
those six c a r r i e r s . 

I t has an east-west o r i e n t a t i o n . 

Cc!".rail serves large population centers which have successfully 
migrated from heavy manufacturing to service-oriented economies. 

I f you want to survive i n the r a i l r o a d business in t h i s area, you 
better f i g u r e out how to haul consumer goods. 

Fcr a r a i l r o a d , t h at's a tough business. 

2. Since the i n t e r s t a t e highway network was b u i l t , motor c a r r i e r s 
have owned t h i s market. 

With the service t e r r i t o r y i t .has, Conrail aiscovered years ago 
thot I t had to get good at two th.'ngs. 

- i r s t , I t had to get good at intermodal. 

CONFIOENIIHL CR 06 00 000352 



Intermodal i s the movement of truck t r a i l e r s and containers on 
r a i l r o a d t r a i n s . 

Intermodal i s the service product which has allowed Conrail to get 
back i.nto the business of hauling consumer gccds. 

Last October we had the highest volume of interrr.odal t r a f f i c i.-i our 
corporate h i s t o r y . We're very proud of our progress because the 
intermoda] business is so highly competitive, 

.S'early every ii,te.'modal shipment begins as a highway mcve. 

Nearly every intermodal shipment ends as a highway move. 

Most cf the time, the r a i l r o a d doesn't own t,".e truck t r a i l e r . 

A trucker or the customer owns tne container or t r a i l e r . 

Some of the fastest growing r a i i r o a d business i s t r a f f i c where the 
rail r o a d ' s customer i s a trucking company. 

This i s a tru'-ker s market w i t h trucking equipment a.nd economics. 

I t ' s the r e a l i t y of tr a n s p o r t a t i o n m 1997. And no where i s i t 
more re a l thar i n New Jersey. 

'^2\ of Conrail's t r a f f i c i n New Jersey is intermodal. 

The second thing Conrail had tc get good at was serv i c i n g local 
siding customers. 

In our service t e r r i t o r y we tend tc be cn the receiving side cf the 
equation. 

For example, we don't serve big concentrated timber reserves l i k e 
t.hey have i n the south and west, but we ser"/e a l o t of lumber 
yards. 

We're proud of our short l i n e program because i t helped to grow cur 
siding business. 

In New Jersey we have 12 s h o r t l i n e s . 

We have the largest s t a f f dedicated to shortlines of any r a i l r o a d . 

Our Conrail Express Program has been recognized as oemg innovative 
and progressive. 

Sut we don't force our s h o r t l i n e s into any pre-packaged program. 

Now l e t ' s t a l k about t h i s CSX-Conrail merger. 

3. The f i r s t t h i n g ycu need to know is that i t i s not a 
revolutionary idea. 
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I t i s n ' t even a new idea. 

The number of large r a i l r o a d s has changed from :2 to 9 i.n the past 
twenty years. 

Three large r a i l r o a d mergers have occurred i n the past two years 
alcne. 

4. The second thing, something you probably already k.now, is that 
there is a well-defined federal review process that governs 
transactions l i k e t h i s . 

I'm here to t e l l you that we intend to follow that procedure to the 
l e t t e r . 

Now l e t ' s look at t h i s CSX-Conrail deal a l i t t l e closer. 

5. At Conrail we make a big deal cu",. of the fact that t h i s is a 
merger cf equals, 

This should be a big deal f o r you too, because i t provides a level 
of comfort that your ma^or serving c a r r i e r is not going to be 
turned upside down by a management team you don't know. 

Here's an example you should consider: 

Conrail operates f r e i g h t t r a i n s m more passenger service d i s t r i c t s 
than any other r a i l r o a d . 

I t takes a lot of cooperation and finesse to get that kind of 
operaticn to work r i g h t . 

Our operating headquarters f o r most of the east coast .s r i g n t nere 
m Mt. Laurel, New Jersey. 

In that o f f i c e whe have people who know .NJT, SEPTA, MARC and Metro 
North. 

They know how to get the lob done. 

In a merger of equals that kind cf expertise i s valued f o r what i t 
I S , 

A second example i s the s h o r t l i n e program we talked about e a r l i e r . 

When you have a merger cf equals, you have the luxury of taking the 
best of the best from both sides. 

That'3 valuable. 

That ' s im.portant . 

And ycu onlv get that r e s u l t guaranteed with t h i s transaction. 
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The next benefit I want to discuss are the new services which 
result from the growth o r i e n t a t i o n of the merged company, 

6. I mentioned e a r l i e r that Conrail has an east-west o r i e n t a t i o n . 

This merger w i l l p o s i t i o n the new company to compete m the north-
south corridor. 

In our operating plan we expect to develop new single l i n e servic 
l i n k i n g Northern New .Jersey w i t h Florida, Atlanta and New Crlean es s . 

Ycu w i l l l i k e l y see a ma^or new co r r i d o r develop over Memphis, 
Tennessee to reach Texas and Mexico on the diagonal rather than 
m.ovi.ng via Chicago. 

7. Neither Conrail nor CSX are m any kind of f i n a n c i a l trouble 
today, but the new merged company w i l l be even stronger. 

I t w i l l have a more d i v e r s i f i e d t r a f f i c base. 

Conrail today has a heavy concentration of intermodal and 
automotive t r a f f i c . 

CSX has coal. 

I t makes a nice marriage. 

Working through our operating plan, we've discovered dozens of 
examples where the merged volumes introduce operating e f f i c i e n c y . 

Cost e f f i c i e n c y i s extremely important when you're com.peti.-.a f o r 
t r a f f i c against m.otcr c a r r i e r s . 

I f you want tc grow business m a market l i k e New Jersey, you've 
got to get your ccsts down so that you can price competitively. 

Because p r o f i t margins are t i g h t , the secret to success i s becoming 
more e f f i c i e n t . 

8. With the CSX-Conrail merger, w e ' l l have two main li n e s to use 
west of Pittsburgh. 

That w i l l help us to develop more express routes from the east 
^oast to the midwest. 

9. With the merged volumes, w e ' l l be able to r e a l i z e savings m 
car u t i l i z a t i o n too. 

oefore we open fo r questions, I want you to know that the CSX-
Ccnrail merger represents the best option f o r New Jersey. 

I suspect that you're going to hear from people today who have 
other plans f o r Conrail. 
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Let's consider Conrail's p o s i t i o n at the Port of New York/New 
Jersey. 

10. Conrail serves four major container port c i t i e s : 
Boston, Baltimore, Philadelphia and New York/New Jersey. 

The CSX-Conrail merged company w i l l r e t a i n that focus. 

The next fact is very important. 

11. The CSX-Conrail network w i l l not have a route network or port 
access advantage at the ports of Halifax, Montreal cr Norfolk. 

You need to know t h i s because t.hose ports have been arowma at New 
Jersey's expense. 

And i f you're a r a i l c a r r i e r with a Canadian or .Norfolk franchise, 
tnat transfer works to your advantage. 

With CSX-Conrail you're going, to know where your r a i l partner 
stands . 

I f t r a f f i c s h i f t s from New Jersey to Norfolk we both lose. 

12. We've worked hard to grow our A t l a n t i c intermodal container 
business. 

13. This business i s so competitive that the rates and -nargins 
nearly forced us out of the business several years ago. 

But we went to work on the cost structure, pushed down cost, and 
pushed down rates. 

And I t ' s been a success. 

We've made cur A t l a n t i c i n t e r n a t i o n a l t r a f f i c grow m New Jersey. 

When these merger decisions are finished. New Jersey i s going to 
l i v e with the r e s u l t . 

We know the CSX-Conrail transaction i s a net benefit because i t 
brings new services and e f f i c i e n c i e s without s u b t r a c t i n g anything 
Conrail already has in New Jersey. 

I t ' s a net plus. 

Nobody i s going to ccm.e here today and propose to b u i l d t h e i r own 
new r a i l r o a d lines i n t o New Jersey. 

They're going to propose that part or a l l of Conrail be turned over 
to t h e i r operation, 

Thev w i l l describe b e n e f i t s . 
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What they won't t e l l you is the negative impact t h e i r plans w i l l 
have on Conrail's operation and e f f i c i e n c y . 

You need to examine a l l of these proposals c a r e f u l l y . 

I f you sign up for a plan that takes more away from. Conrail than i t 
adds with the new c a r r i e r , you lose. 

Let's go back to the port f c r one more example. 

14. A railroad's cost structure i s driven by volume e f f i c i e n c i e s . 

A fragmented operation is less competitive tnan an mtearated 
network. 

^5. A fragmented operation uses more locomotives, burns m.ore f u e l , 
uses moT'e people and drives up u n i t costs. 

You don't want to see costs going up i f your port i s m hand-to-
hand combat with the Port of Norfolk. 

You don't want to see costs going up i f you're t r y i n g to a t t r a c t 
new business to New Jersey. 

When you divide up an operation, operating costs do go up. 

Don't be fooled i n t o b e l i e v i n g that someone else i s goi.ng to give 
you something without taking away a part of something you already 
have . 

That's wny CSX and Conrail haven't embraced s i m p l i s t i c solutions to 
routing access questions. 

We are negotiating w i t h other r a i l r o a d s to develop the best plan 
from both a competitive and e f f i c i e n c y perspective. 

We are negotiating m good f a i t h . 

I urge you to allow that process t o reach a f r u i t f u l conclusion 
before taking a p o s i t i o n on that mercer aspect. 

We have twenty years of progress on the l i n e . 

We at Conrail and CSX want to create the best operating r a i l r o a d we 
possibly can, because we know our customers won't t o l e r a t e bad 
service or bad economics. 

Ar.d our customers vote with t h e i r f e e t , 

T.hank you, Mike and I w i l l take your questions now. 
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The CSX-Conrail System Will Reach Many 

New Markets 
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CSX-CR 
A Merger of Equals 

Shared leadership 

- Equal board of directors representation 

- CR/CSX management team representation 

Shared responsibility going forward 
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Truckers, Not Other Railroads, Govern 
Intermodal Price Levels 

o 
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Small Pkg. 
Surface/AIr 

12% 

Rail Cartoad 
11% 

Intennodal 
3% 

LTL Trucking 

Domestic Water 
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Pipeline 
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U S Intercity Freight Bill -1992 
Total = $241 Billion 
Source Mercer Management 

Truckload 
61% 



C J 

Class I Railroads 
From 52 to 9 in Twenty Years' 
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•Not pictured SOO Line (CP subsidiary) and Grand Trunk Western (CN subsidiary) 
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The STB's Timetable Anticipates Closure in 
Early 1998 

October, 1996 Merger Announced 

Februaiy. 1997 Norfolk Southern Filed Preliminary Environmental Report 

March, 1997 Filing with Surface Transportation Board 

May. 1997 Other Parties File Notification of Intent to Participate 
in Merger Proceeding 

July. 1997 Inconsistent and Responsive Applications Due 

January, 1998 Voting Conference, Surface Transportation Board 

s 
8 
S 

March, 1998 Service Date of Surface Transportation Board's Decision 



CSX-CR 
A Merger of Equals 

Shared leadership 

- Equal board of directors representation 

- CR/CSX management team representation 
Shared responsibility going forward 
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The Combined CSX - Conrail Traffic Base will 
be More Balanced and More Stable 
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Intermodal 
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Chemicals 
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More Mainline Capacity West of 
Pittsburgh will Enhance Service 
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•w York/ 
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Integrated InternxxJai Mainline Capacity Exsiting Intermodal Mainline Service 
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Volume Density will Make Seamless 

Transportation More Efficient 
CONRAIL 
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Inland Port Shipments and 
Railroad Service 

.Guiiford 
• • • - • Cof ra? 

Yearly Container Volume moved 
bevond Metro area served bv Port 

Less than 50.000 

50.000 to 100,000 

100,000 to 
150,000 

150,000 
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North Atlantic Port Competition is Intense 
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Intermodal Volume Growth is Directly 
Linked to Technological Innovations 
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Intermodal Volume Growth is Directly Linked to 
Technological Innovations 
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CSX-CR 
Financially Healthier Post-Merger 

Projected debt as a percentage of total 
capitalization: 

- CSX-Conrail 50% 
- NS-Conrail 75% 

Projected NS debt and interest expense: 
- $11 billion in new debt 
- $1.1 billion in interest expense, 1998 

• Equates to 60% of combined 1995 Conrail-
NS operating income 
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Railroad Efficiency Increases with Volume 
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If Volume is Divided Evenly, the Costs for Both 
Railroads Increase 

For Every Dollar Spent by One Railroad, Two Railroads must Spend 
$1.37 to Move the Same Number of Units 

Outbound Volume = 350 Units Daily. Split 50% for Eacti fRailroad 
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Two 
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Average 

I Crew 
I Fuel 

I Locomotive 
I Car 
I Lift 



NY/NJ-15 

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. AND CONSOLIDATED RAIL CORPORATION 

VERIFIED STATEMENT OF LILLIAN C. BORRONE 

I . I n t r o d u c t i o n 

My name i s L i l l i a n C. Borrone. I an the D i r e c t o r o f P o r t 

Commerce f o r The Port A u t h o r i t y of New York and New Jersey ( t h e 

Port A u t h o r i t y ) . i n t h a t c a p a c i t y , 1 am re s p o n s i b l e f o r rhe 

promotion, p r o t e c t i o n and development of the Port of New York and 

New Jersey, and the i n i t i a t i o n , development and o p e r a t i o n of 

f a c i l i t i e s and programs t h a t support the region's economy. 

My r e s p o n s i b i l i t i e s i n c l u d e management and d i r e c t i o n of t h e 

Port A u t h o r i t y ' s marine t e r m i n a l s i n E l i z a b e t h and Newark, New 

Jersey as w e l l as i n Brooklyn and Staten I s l a n d , New York. I n 

add.-ition, I oversee t h r e e modern urban i n d u s t r i a l p a r k s ; t h e 

Newark Legal and Communications Center; the T e l e p o r t or, S t a t e n 

I s l a n d ; the Essex County Resource Recovery F a c i l i t y i n Newark; 

and mixed-use w a t e r f r o n t development p r o j e c t s i n Hunter's P o i n t , 

New York and Hoboken, New Jersey. F u r t h e r , Port Commerce works 



t o strengthen the r e g i o n r o l e as a center for trade and bu s i 

ness through i t s foreign and domestic trade o f f i c e s . 

Through my s t a f f , I oversee functions ranging from new 

c a p i t a l development and construction; marketing, tenant leasing 

and sales arrangements; f a c i l i t i e s ' operation, maintenance and 

safe t y ; and various business development services aimed at 

enhancing the New York and New Jersey Port D i s t r i c t . I am 

responsible t o r guiding p o l i c y implementation for the Port 

Commerce Department i n such areas as dredging, new business 

development and long-range s t r a t e g i c and f i n a n c i a l issues. 

P r i o r t o j o i n i n g the Port Department I held various other 

p o s i t i o n s w i t h i n the Port Authority as Director of the Management 

and Budget Department; Assistant Director of he Av i a t i o n Depart

ment; and various positions i n the Rail Transportation and 

Terminals Departments. I also served with the U.S. Department of 

Transportation as Deputy Administrator, and p r i o r to t h a t . 

Associate Administrator of the Urban Mass Transit A d m i n i s t r a t i o n . 

Current I am Chairpersjn of the Aiaerican Association of Port 

A u t h o r i t i e s , a member of the Board of the North A t l a n t i c Ports 

Association and the Regional Business Partnership, and past 

Chairperson of the Transportation Research Board. 

I I . Purpose of Statement 

The purpose of my statement i n t h i s proceeding i s t o de

scribe the marine terminal f a c i l i t i e s and related f a c i l i t i e s at 

the Port of New York and New Jersey. Because of t h e i r obvious 

relevance to t h i s proceeding, 1 w i l l focus on the Port's on-dock 



r a i l operations (ExpressRail) and t h e i r importance t o the Port. 

Further, I w i l l point out the impact of the Port's operations on 

the o v e r a l l economy of the New York/New Jersey Metropolitan 

Region. 

I w i l l describe the competition faced by the Port with 

respect t o the movement of waterborne intermodal t r a f f i c , p a r t i c 

u l a r l y the portion of tha t t r a f f i c t h a t moves, or could move by 

r a i l . I n addition, I w i l l discuss the Port Authority's e f f o r t s 

to increase the volumes of waterborne intermodal t r a f f i c moving 

by r a i l through the Port and the r e l a t i o n s h i p between the Port 

A u t h o r i t y and Conrail with respect t o those e f f o r t s . 

F i n a l l y , I w i l l describe the congested conditions of r a i l 

f a c i l i t i e s and r a i l terminal f a c i l i t i e s w i t h i n what the Appli -

cants c a l l the North Jersey Shared Asset Area, and point out the 

need f o r substantial investment and improvement i n r a i l opera

tion s w i t h i n that area i f the Port i s t o meet i t s future needs 

and the competitive challenges i t faces. 

I I I . Terminal and Related F a c i l i t i e s at New York/New Jersey 

The Port Authority has, over the course of many years, 

invested L i l l i o n s of d o l l a r s i n various f a c i l i t i e s t o improve the 

tr a n s p o r t a t i o n c a p a b i l i t i e s ot the New York/New Jersey Rtgion. 

I n t e r s t a t e tunnels (the Holland and Lincoln) , and mters^iate 

bridges (the George Washington, Goethals and Outerbridg- Cross

ing) permit the movement of t r e i g h t , as well as passengers, 

throughout the Region. Port Authority Trans Hudson (PATH) i s a 

major commuter r a i l l i n e and, of course, the three major a i r p o r t s 



(Kennedy, LaGuardia and Newark) serve m i l l i o n s of passengers and 

b i l l i o n s of d o l l a r s worth of f r e i g h t shipments each year. The 

Port Authority Bus Tenninal serves more than 200,000 passengers 

each weekday. 

None of the Port Authority f a c i l i t i e s i s more important t o 

the economic welfare of the Region than i t s marine terminal 

f a c i l i t i e s . While breakbulk cargoes are s t i l l extremely impor

t a n t t o the Port, the major emphasis of modern i n t e r n a t i o n a l 

shipping i s containerized t r a f f i c . The Port of New York and New 

jersey i s the premier container port on the Eastern seaboard and 

a v i t a l component of the economic l i f e of the New York/New Jersey 

region. 

The majority of container terminal capacity i n the Port i s 

concentrated i n the Port Newark-Elizabeth complex which accounts 

f o r nearly 75 percent of the t o t a l Port capacity. Newark-Eliza

beth maintains 33 container cranes i n s i x terminals. When added 

to the four cranes located at Global Marine Terminal i n Bayonne, 

the New Jersey side of the Port boasts a berth capacity of nearly 

4.8 m i l l i o n TEUs.' The combined ?7 cranes at the two complexes 

provide an annual capacity of 4.9 m i l l i o n TEUs. 

Container f a c i l i t i e s at the Red Hook and Howland Hook Marine 

Terminals located w i t h i n the City cf New York have a combined 

berth capacity of 1.4 m i l l i o n TEUs. Eleven cranes have an annual 

' Since containers vary in size from 20 t o 40 or more f e e t , 
a generally accepted way of expressinj container capacity i s i n 
terms of twenty-foot eguivalent un i t s (TEUs). This method 
assumes a l l containers t o be of a uniform twenty-foot length f o r 
measurement purposes. 



capacity of nearly 1.6 m i l l i o n TEUs. Thus, the Port of New York 

and New Jersey has a t o t a l annual container capacity of approxi

mately 6.5 m i l l i o n TEUs. 

The Marine terminal f a c i l i t i e s at New York/New Jersey are 

capable of handling a great deal of a d d i t i o n a l i n t e r n a t i o n a l 

container t r a f f i c . Notwithstanding the New Jersey capacity of 

4.9 m i l l i o n TEUs, these f a c i l i t i e s handled only 2.2 m i l l i o n TEUs 

in 19' 5. Even more dramatically, the New York f a c i l i t i e s w ith an 

annual capacity of 1.6 m i l l i o n TEUs handled only .05 m i l l i o n TEUs 

in the same year. 

A. ExpressRai1 

Rail operations at the Port Authority's New Jersey Marine 

Terminals (Port Newark and Elizabeth) generally consist of three 

services: conventional (boxcar, tank car e t c . ) , vehicles ( m u l t i 

l e v e l auto racks at le Marine On-Dock Automobile Rail Terminal), 

and intermodal (ExpressRail se r v i c e ) . Conventional r a i l general

ly serves the tank farm, road s a l t , scrap, warehouse and s i m i l a r 

tenants ]ocated in the marine terminal complex. By far greatest 

a c t i v i t y i n terms of volume i s the import/export containers, 

although the other r a i l services represent an important part of 

the Port's business. 

Between August 19th and September 1st, 1991, the former 

Portside intermodal r a i l terminal was phased out and a l l double-

stack r a i l a c t i v i t y s h i f t e d to an int e r i m on-doc]; operation at 

the Elizabeth Port Authority Marine Terminal. Customer accep

tance of t h i s p i l o t project proved the concept and value of on-



dock r a i l service by subs t a n t i a l l y reducing s h i p - t o - r a i l drayage 

costs, enabling gateless, paperless t r a n s f e r and providing same-

day s h i p - t o - r a i l container transfers. 

Since opening, volume at ExpressRail has grown over 25% per 

year, necessitating an e n t i r e l y new terminal w i t h greater capaci

t y and the a b i l i t y to expand f u r t h e r . Even during planning and 

construction of the new f a c i l i t y , twice i t was necessary t o add 

capacity t o the e x i s t i n g operation with temporary additions both 

i n A p r i l 1994 and again in March 1995. 

The new expanded ExpressRail on doc) terminal at the E l i z a 

beth-Port A u t h o r i t y Marine Tenninal opened January 22, 1996, The 

$19 m i l l i o n p r o j e c t v i r t u a l l y doubled the port's r a i l t e r m i n a l 

capacity t o some 150,000 l i f t s annually, with expansion c a p a b i l i 

t y to double t h a t amount again. As part of the p r o j e c t , the Port 

Authority also purchased state-of-the-art loading equipment 

including straddle c a r r i e r s and reach stackers, t o l i f t c o ntain

ers on and o f f t r a i n s . The f a c i l i t y handled nearly 105,000 

containers i n i t s f i r s t f u l l year of operation. 

Generally, ExpressRail operates one extended s h i f t per day 

six days per week, unloading inbound (export) containers from 

r a i l cars i n the morning and loading outbound (import) containers 

on the same cars i n the afternoon. Because of scheduling and 

service f a c t o r s , most weekdays there are as many as three sepa

rate t r a i n (block) a r r i v a l s at the f a c i l i t y ; two from the midwest 

and one from Canada. One midwest t r a i n i s routed through Penn

sylvania, the others a r r i v e over the vater l e v e l route. 



When time permits, inbound t r a i n s may be placed by "road" 

crews since the new lead track i n t o ExpressRail i s able to 

accommodate si x - a x l e power. Most of the time, ExpressRail cars 

are dropped i n the nearby Port Newark yard and placed at the 

f a c i l i t y by one of the local switching crews stationed at the 

Port. I t i s also t y p i c a l that more r a i l cars are needed f o r 

outbound (westbound) loading than are available from the inbound 

t r a i n s , so l o c a l crews are dispatched during the day to other 

regional yards t o pick up ad d i t i o n a l empty equipment. Car supply 

has been a problem i n 1997, and there i s not alwavs enough empty 

equipment av a i l a b l e t o meet the needs of the ter m i n a l . I n these 

s i t u a t i o n s terminal management works closely with customers to 

coordinate outbound loads u n t i l the s i t u a t i o n i s resolved, with 

empty containers often taking the lowest p r i o r i t y . 

Within the Newark-Elizabeth complex, containers are trans

ferred between ships and ExpressRail by labor represented by the 

In t e r n a t i o n a l Longshoremen's Association. Depending on the 

location and operating practice of i n d i v i d u a l customers, trans

fers w i t h i n the marine terminal complex are made d i r e c t l y by 

straddle c a r r i e r s or by drivers with power u n i t s ("yard hus

t l e r s " ) and chassis. Import containers received at ExpressRail 

are normally loaded to an outbound t r a m the same day; export 

containers received from inbound t r a i n s are delivered to the 

marine terminals the same day. 

Distances and t r a i n schedules between ExpressRail and major 

markets m the midwest, Canada and New England are such th a t 



v i r t u a l l y a l l containers a r r i v e the second morning a f t e r depar

tu r e . For example, containers on Monday night's t r a i n are 

available t o customers i n Chicago by 8:00 a.m. Wednesday morning. 

The Port's r a i l business to/from Canadian points moves 

almost e n t i r e l y through ExpressRail. The Canadian block i s 

handled by Conrail as far as Se l k i r k , where i t i s picked up by 

the Delaware & Hudson (CP Rail) and transported t o Montreal and 

Toronto. D&H also o f f e r s a s i n g l e - l i n e service f o r i n t e r n a t i o n a l 

containers between the Oak Island terminal and Canada v i a a 

combination of trackage r i g h t s and t h e i r p r o p r i e t a r y l i n e through 

Scranton. However, demand f o r t h i s route i s r e l a t i v e l y small 

l a r g e l y due to cost of drayage between the piers and the t e r m i 

nal. U.S. highway weight l i m i t s also play a r o l e i n i n h i b i t i n g 

drayage between the Port and Oak Island since Canadian highway 

regulations allow heavier containers than are permitted i n the 

U.S. By using r a i l , heavy containers moving through the Port may 

be l e g a l l y transported to Canada, and the ExpressRail on-dock 

terminal eliminates drayage over lo c a l roads t o reach Oak Island. 

Total volume through Oak Island i s estimated as less than one 

thousand uni t s annually. 

B- Other Rail Operations 

The L i t t l e Ferry terminal i n Beir:«n County i s owned by CSX 

Corporation and functions largely as a mini-land bridge terminal 

tor Sea-Land as well as a domestic intermodal terminal f o r CSX 

Intermodal. Currently served only by the New York Susquehanna & 

Western Railroad, t r a i n schedules are oriented to Chicago and the 
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west coast rather than t o intermediate points or Canada. Sea-

Land moves an estimated 15,000 waterborne containers annually 

between the Port and L i t ^ e Ferry, about 55% being Exports. 

Because of corporate volume contracts, large mini-land 

bridge ocean c a r r i e r s such as Maersk Line match some of t h e i r 

waterborne business w i t h available t r a i n capacity p r i m a r i l y at 

Croxton and South Kearney, some "reverse-land bridge" containers 

(e.g. Europe t o Los Angeles via the Port of NY/NJ) are moved t h i s 

way, as well as some business to Chicago. Although i t i s not 

possible accurately to capture these s t a t i s t i c s , i t i s estimated 

from p r i o r work th a t as many as 10,000 of the Port's v/aterborne 

containers per year may move through terminals other than Ex

pressRail . 

^I- The Port's Economic Impact Upon the Reqion 

I am attaching as Appendix A to t h i s statement a document 

e n t i t l e d Economic Impact of the Port Industry on the New York-New 

Jersey Metropolitaji__Reaion. This 1995 study was prepared by the 

Port Authority to assess the importance of the Port upon the 

regional economy, and i s r e l i e d upon by the Port A u t h o r i t y i n 

determining how to a l l o c a t e funds and c a p i t a l expenditures. 

Since ^ t i s attached, I need not go into the study i n depth. 

I w i l l , however, mention i t s major fi n d i n g s . The port industry 

was responsible during the 1993 period for over $19 b i l l i o n i n 

regional sales; 166,500 jobs i n the regional economy; $6,2 

b i l l i o n i n regional wages; and over $0.5 b i l l i o n i n regional 

income and sales taxes. The impact of the port i n d u s t r y repre-
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sents a s i g n i f i c a n t p o r t i o n of the t o t a l regional economy. I t i s 

estimated t h a t the port indut,try produced 2,0 percent of Gross 

Regional Product and 1.3 percent of t o t a l regional eiroloyment. 

By any measure, the port industry at the Port of New York and New 

Jersey i s of v i t a l economic concern to the region-

In a d d i t i o n t o assessing the economic impact of the Port's 

current operations, tho Port .^^uthority has also i d e n t i f i e d the 

a n t i c i p a t e d economic impact of the authorized $856 m i l l i o n 

investment i n new f a c i l i t i e s and equipment the Port A u t h o r i t y 

slated f o r the region's Port over the 1997-2001 c a p i t a l plan. 

These investments are geared t o accommodate fu t u r e growth and the 

adoption ol changing technologies i n the port industry. I n 

annual terms, t h i c i.fw Port Authority c a p i t a l investment w i l l 

c o n tribute approximately 9,925 ^obs generate over $1 b i l l i o n i n 

regional sales, and account f o r $340 m i l l i o n i n regional wages i n 

1997 d o l l a r s . 

Moreover, as a v i t a l component of the region's t r a n s p o r t a 

t i o n i n f r a s t r u c t u r e network, the Port helps better our market 

access and business environment r e l a t i v e to competing regions. 

In a d d i t i o n , the Port gives global reach to manufacturing firms 

i n the two states t o t a l i n g more than $12 b i l l i o n annually i n 

manufactured goods that are shipped by water. 

I T I - Port and Rail Competition for I n t e r n a t i o n a l T r a f f i c 

Anyone even remotely f a m i l i a r with the movement of i n t e r n a 

t i o n a l t r a f f i c i s avare ot the intense competition t h a t e x i s t s 

among the various ports through which t h i s t r a f f i c can move. 
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Some t r a f f i c , because of the proximity the o r i g i n or destina

t i o n t o a p a r t i c u l a r p o r t , can be said to be "captive" t o a p - r t . 

But, even then there are examples too numerous t o mention of 

t r a f f i c moving through a port even though i t o r i g i n a t e d or 

terminated w i t h i n a competing port's loca.l region. 

The North . \ t l a n t i c i s , i n my opinion, the most competitive 

of a l l of North America's port ranges. The number of U.S. po r t s , 

coupled with the Canadian port competitors of Montreal and 

Halifax, the i n t e r s t a t e highway system and the several r a i l 

c a r r i e r s serving these ports o f f e r ocean c a r r i e r s and shippers an 

plethora of choices as t o how t o route the r i n t e r n a t i o n a l 

shipments. 

Within the North A t l a n t i c range, each of the Applicants i n 

t h i s proceeding current focus t h e i r e f f o r t s t o a t t r a c t i n t e r n a 

t i o n a l business at one port. Norfolk Southerr concentrates on 

the only port i t serves i n the range Norfolk. CSX seeks t o move 

t r a f f i c p r i m a r i l y through Baltimore, and Conrail concentrates i t s 

e f f o r t s at New York/New Jersey. Accordingly, the three A p p l i 

cants currently compete with each other at those respective ports 

and the ports benefit from t h e i r "geographic" competition. 

Conrail and the Port A u t h o r i t y have become very e f f e c t i v e 

partners i n t h e i r e f f o r t s to a t t r a c t i n t e r n a t i o n a l t r a t f i c moving 

to and i r o n the Port by r a i l . Beginning i n the mid-1980s, the 

Port Authority began a focused e f f o r t to increase r a i l movements 

to and from tne Port. The tonnage assessment c o l l e c t e d by the 

ocean c a r r i e r s to fund longshore f r i n g e benefit costs have been 
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reduced with respect t o containers moving beyond 260 miles from 

the Port. This has made the Port more a t t r a c t i v e f o r the in l a n d , 

competitivs container movements that can and do move by r a i l . 

S i m i l a r l y , the Port A u t h o r i t y introduced i t s container i n c e n t i v e 

program which offered f i n a n c i a l incentives for containers moving 

more than 260 - i l e s by r a i l t o and from the Port. C o l l e c t i v e l y , 

thei.e actions reduced the cost of inland container movements by 

approximately $150 per u n i t . 

Despite an improved r a i l cost s t r u c t u r e , service l e v e l s were 

lacking. An extensive examination of r a i l issues t o i d e n t i f y 

s t r a t e g i c a l t e r n a t i v e s led t o greater partnering with Conrail t o 

a t t r a c t new r a i l t r a f f i c t o the region. A study of r a i l service 

needs i n 1990 i d e n t i f i e d the region's line-haul rates and ship-

t o - r a i l t ransfer costs as dispro p o r t i o n a t e l y high r e l a t i v e t o 

competitor ports. Furthermore, the analysis indicated t h a t the 

Port would benefit from consolidation of the dispersed New Jersey 

r a i l terminal a c t i v i t y i n a single modern f a c i l i t y designed t o 

reduce costs of intermodal t r a n s f e r s . 

In may 1991, Conraii introduced doublestack r a i l service 

from the Port to Chicago which created line-haul cost e f f i c i e n 

cies that were passed onto customers i n reduced rates. Later i n 

1991, Conrail and Canadian P a c i f i c joined to provide d i r e c t 

service from the Port t o Montreal and Toronto. With service and 

line-h a u l costs vastly improved, terminal e f f i c i e n c y remained the 

missing ingredient i n the Port's r a i l strategy. 
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I n August of 1991, the Port Authority and Conrail took the 

f i r s t steps t o address the issue of terminal e f f i c i e n c y and ship-

t o - r a i l t r a n s f e r costs. Conrail's primary r a i l operation was 

relocated from the outdated Portside Yard immediately west of the 

Port to an i n t e r i m on--dock f a c i l i t y adjacent to the vessel berths 

of the Elizabeth Port A u t h o r i t y Marine Terminal. The i n t e r i m 

f a c i l i t y was created by the Port Authority taking back approxi

mately f i v e acres t h a t had been leased t o Maher Terminals, The 

f i v e acres were then leased back to Maher on a month t o month 

basis, and Maher operated the i n t e r i m f a c i l i t y using ILA labor 

and performed t r a i n loading and unloading services f o r Conrail. 

Despite less-than-optimal operational ccnditions a t t r i b u t d b l e t o 

track l i m i t a t i o n s and storage constraints, the i n t e r i m terminal 

ExpressRail f a c i l i t y achieved the desired e f f e c t of reducing the 

time and cost involved i n intermodal t r a n s f e r s . The cumulative 

r e s u l t ot the ra.rl strategy was to enable the Port t o enjoy a 

cost advantage to the Midwest over competitors i n Montreal, 

Baltimore and Norfolk. 

As I discussed previously, ExpressRail has grown trom i t s 

i n t e r i m f a c i l i t y beginnings to an expanded permanent f a c i l i t y 

t h a t i n t u r n i s scheduled to be expanded yet again. 

The r a i l a c t i v i t y - at the Port r e f l e c t s the success of the 

combined Port Authority/Conrail e f f o r t s . In 1991, the Portside 

Yard handled approximately 20,000 containers. ExpressRail 

handled i t s 100,000th container i n October of 1^93, i t s 

200,000th container i n March of 1995, i t s 300,00cth container i n 
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May of 1996 and i t s 400,000th c o n t a i n e r i n March of 1997. I n 

1996 i t s f i r s t f u l l year of o p e r a t i o n , ExpressRail handled some 

105,000 c o n t a i n e r s and i n 1997, 130,000 c o n t a i n e r s . 

Along w i t h t h i s s u b s t a n t i a l growth i n r a i l t r a f f i c , some 

c a p a c i t y problems have begun t o appear. As I w i l l d i s c u s s below, 

very r e a l yard c a p a c i t y c o n s t r a i n t s are r i g h t around t he c o r n e r 

f o r t h e North Jorsey area. An independent C o n r a i l could be 

expected t o make the necessary investments t c advance t h e c a p a c i 

t y o f i t s major p o r t . T am not so sure about t he NS and CSX t h a t 

each has a s u b s t a n t i a l presence i n p o r t s t h a t compete w i t h New 

York/New Jersey.^ 

IV• R a i l Congestion Problems 

" t i s no s e c r e t t h a t C o n r a i l has, as a matter of sound 

business judgment over t he past s e v e r a l years, " r a t i o n a l i z e d " i t s 

^ I am advised t h a t the A p p l i c a n t s have entered i n t o c e r t a i n 
s t i p u l a t i o n s w i t h the Port A u t h o r i t y . S p e c i f i c a l l y , the s t i p u l a 
t i o n s p r o v i d e : 

" 1 . C o n r a i l has made investments i n i t s r a i l l i n e s and 
r e l a t e d f a c i l i t i e s t o enhance i t s c a p a c i t y t o handle e f f i c i e n t l y 
waterborne intermodal e x p o r t - i m p o r t t r a f f i c moving through t h e 
Port of New York and New Jersey, which has been a major ocean 
p o r t f o r C o n r a i l . 

2. The a b i l i t y of a r a i l c a r r i e r t o handle such t r a f f i c 
e f f i c i e n t l y and p r o f i t a b l y can be c o n s t r a i n e d oy p h y s i c a l c a p a c i 
t y l i m i t s , such as the s i z e of t e r m i n a l s , and by o p e r a t i n g 
pra c t i c e ' : . 

3. Were C o n r a i l t o remain an independent company i t i s 
reasonable t o expect t h a t over the next s e v e r a l years i t would 
(a) make f u r t h e r such investments i f increased demand f o r i t s 
r a i l s e r v i c e s t o handle such t r a f f i c appeared l i k e l y t o exceed 
i t s c a p a c i t y t o do so ef f . ^ c i e n t l y , the l i k e l y r e t u r n warranted 
such investments, and t h e necessary cash t o make such investments 
was a v a i l a b l e , and (b) continue t o i d e n t i f y and where p r a c t i c a l 
implement reasonable, economic changes t o i t s o p e r a t i o n s . " 

Based upon my experiences w i t h C o n r a i l , I have no doubt but 
t h a t such investments i n r a i l o p e r a t i o n s a t New York/New Jersey 
would be made i n the f u t u r e as they have been made i n the p a s t . 
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r a i l operations and f a c i l i t i e s at New York/New Jersey. Conrail 

has successfully eliminated the d u p l i c a t i v e terminal and t r a c k 

f a c i l i t i e s t h a t were necessary to service i t s predecessor r a i l 

roads. The Port .A.uthority i s obviously concerned t h a t the 

r a t i o n a l i z a t i o n process may have so reduced the r a i l f a c i l i t i e s 

t h a t the North Jersey area, referred t o by Applicants as the 

North Jersey Shared Asset Area, may have i n s u f f i c i e n t r a i l 

i n f r a s t r u c t u r e t o support the e f f i c i e n t operations of two l i n e 

haul c a r r i e r s and one terminal c a r r i e r i n place of Conrail. I n 

f a c t , our analyses show th a t , given the port cargo p r o j e c t i o n s we 

have f o r the New York/New Jersey regional marketplace even 

without regard t o the increases t r a f f i c projections expressed by 

the Applicants n the Application, f o l l o w i n g the a c q u i s i t i o n of 

Conrail serious operational issues and deficiencies loom f o r the 

Region's f r e i g h t r a i l and intermodal terminal network. 

The regional marketplace for r a i l intermodal t r a f f i c t o t a l e d 

about 1.024 m i l l i o n containers in 1996. I n t e r n a t i o n a l cargo 

volumes moving by r a i l numbered 132,000 u n i t s ; domestic cargo by 

r a i l ( i n c l u d i n g mini-]and bridge service trom the West Coast 

ports) t o t a l e d 892,000 u n i t s . Port Authority projections of 

t u t u r e f r e i g h t demand are based both on the growth of the 

Region's consumer market and i n export a c t i v i t y . Over the next 

ten years, we a n t i c i p a t e a 3.5 percent annua] growth rate i n 

container volume to s a t i s f y regional consumer demand, and based 

on the rapid gains of our ExpressRail and grcvtn i n global trade, 

a b e t t e r than 5 percent annual growth i n i n t e r n a t i o n a l container 
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t r a f f i c moving by r a i l . Overall, i n ten years hence, t h i s would 

require .-egional intermodal terminals t o handle an a d d i t i o n a l 

325,000 domestic containers and more than 100,000 i n t e r n a t i o n a l 

containers, 

However, based on information contained i n the 1997 lANA 

Rail Intermoda' Terminal Directory, our analysis shows t h a t the 

New york/New Jersey Region i s r a p i d l y running out of r a i l t e r m i 

nal capaciuy. Indeed, i n t e r n a t i o n a l cargoes w i l l have t o compete 

d i r e c t l y w i t h domestic service f o r t h i s spare capacity. A f t e r 

the ExpressRail terminal, which operates at about 8 5 percent 

capacity, the next largest handler of i n t e r n a t i o n a l container 

cargoes, including mini-land bridge containers, m the Region i s 

Croxton Yard which has been assigned t o NS. Croxton c u r r e n t l y 

operates at f u l l capacity - there i s no room f o r a d d i t i o n a l 

container t r a f f i c . 

Furthermore, many of the largest terminals i n the CSAO 

operate at or near capac'ty w i t h no room for expansion. This 

would include North Bergen (at 100% of capacity), E-Rail (at 90% 

of capacity) Kearney (at 90% of capacity) L i t t l e Ferry (at 90% of 

capacity), and non CSX or NS owned terminals at Resource In t e r n a 

t i o n a l and APL's Kearney f a c i l i t y (both also at 90% of ca p a c i t y ) . 

Terminals t h a t have the most excess capacity (CP's Oak Island 

Yard and Harlem River Yard) can provide only l i m i t e d service 

because ot r e s t r i c t i v e trackage r i g h t s , operational d i f f i c u l t i e s , 

and high drayage costs from the p o r t . 
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Terminal capacity prohlems are not the only impediment t o 

movements by r a i l w i t h i n the CSAO. Important operational issues 

si.ch as dispatch and crain switching through the CSAO may ob

s t r u c t t e r m i n a l access and f r e i g h t market growth. For example, 

se i v i c e t o ExpressRail w i l l also have to traverse a s i g n i f i c a n t 

length of a congested CSAO d i s t r i c t . S i m i l a r l y , increased north-

sot t h t r a f f i c projected by CSX to a r r i v e at L i t t l e Ferry w i l l 

also have t o negotiate the length of the CSAO, 

V, Conclusion 

In my opinion, the experience of the Port A u t h o r i t y and the 

New York/New Jersey region with only one r a i l c a r r i e r having 

u n r e s t r i c t e d assess to the t e r r i t o r y i s f a r from i d e a l . On the 

other hand i t has had certain b e n e f i c i a l r e s u l t s , Conrail has 

competed ror i n t e r n a t i o n a l t r a f f i c , p a r t i c u l a r l y t h a t t r a f f i c 

moving t o and from the Midwest and Canada, in an aggressive 

manner. This Conrail competition has c l e a r l y helped New York/New 

Jersey increase r a i l movements through the Port. 

At the same time, the prospect of two e f f i c i e n t c a r r i e r s 

servinq the region and the Port iiicludes real p o t e n t i a l b e n e f i t s . 

For those benefits to be realized, however, these c a r r i e r s must 

invest i n the region and Oj. j r a t e here i n a way th a t w i l l overcome 

the very r e a l shortcomings in terminal capacity a.'̂.d Shared Assets 

operating problems that I have noted above. t .is, i..v opinion i s 

th a t u n t i l the questions I have raised are answered, I must 

reserve my judgment as to the r e l a t i v e merits of the proposed 
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transaction, and I w i l l of course advise the Port A u t h o r i t y 

accordingly. 
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EXECLTl VT SUM>LAS"i 

The Pon of Neu York-New Jersey reraams a premier gateway for the nation and a raajor 
asset to the region s economy .Although not as visible â  it was manv vears ago when tne resions 
shipping actnm- was concentrated at the congested city watertront. the pons operations contnbute 
in many ways to the region s economic health and standard of iivine 

The impacts generated by the pon mdustry span many sectors ofthe regions economv. The 
actual handling of cargo which concentrated m manne tenmnak and piers alone the waterfront is 
only d pan of the many acmiues that are linked to the pon Actmiies that take place on railroad and 
truck hnex at related inland warehouses and freight foruarding facihties. as well as m doumou-n 
offices that handle the daily financuig. insurance, and relaved govemment services, are all iniesral 
aspects of the du-ect pon industry. The purpose of this repon is to quantif% the hnkases between 
these du-ect pon mdustry actmties and the regional economy and to document the pon s economic 
contnbutions to the New York-New Jersey metropobtan resign 

Major Findings 

Analysis, usmg the Port Authonty s Regional Input-Output Model, showed that based on 
1993 activity levels (in 1994 JoUarS). the Pon Industry was responsible directly and mdurectly for: 

• Over S14 bilhon m regional sales' 

• 166.5(X) jobs in the regional economy 

• So.2 bilhon in regional wages 

• Ove S0.5 bilhon m regional meome and sales taxes 

The impact ol the pon industry represents a significant portion ofthe total regional economy-
It LS estimated that the pon industry produced 1.0 percent of Gross R. onaJ Product̂ anc 1.3 percent 
01 lotal regional employmem. 

Orher Coatribiiiions to thi Regional Economy 

Beyond the economic impacts generated bv the pon mdustrA via us hnkaĉ es to other 
industries m the regional economv. the Pon of New York-New Jersev is an important̂ asset to this 
region in other respects: 

• The existence of the pon essential for other regionai industnes that are sisnificantly 
dependent OP direct access to a pon and waterborne ship:'aig These mdustries. such 
as scrap and waste matenals. petroleum refimrc- ŝ gar cane refmme. emplov a 
total 01 ^..^4(i in the region, generating a total payxoll of over SO.S bilhon. -md sales 

.Ml doUx- :":2ure} are rep'̂ ned E ; DoUa.'̂  



of S".3 bulion Through the multiplier process, these mdustnes generate 32.310 total 
jobs. $1.4 bilhon m wages, and SiO.O bilhon m regional sales. 

• In addition to the impact of the pon s current operations, the pon must alsc gear up 
for future growth and changmg techno lo .Ties which require hea\A mvestment m 
facihty construction and equipment Expres.'>ed m annual terms, capital mvestments 
by the Pon Authonty and tenants in manne fac.hties. generated a tocal of 1.412 jobs, 
S0.053 biUion in wages, and .SO. 148 bilhon m sales. 

• The pon LS a raajor component of the regional economy and the regional 
infrastructure nerwork. and as such, its existence leads to a number of positive effects. 
These mclude increased busmess oppommities and improvements m the regional 
business environment, improved access to markets, generally lower consumer costs, 
and transponation benefits such as reduced highu ay congestion. 

Including the impact of the pon mdustry. pon dependent mdustry . and capital spendmg. the 
Pon of-New '̂  ork-New Jersey snmulated a total of 193.390 jobs, over S2S bilhon m sales revenues. 
S7.5 bilhon m wages, and SO.6 Dilhon m state and locai taxes m the IT-coimty metropohian region. 
These pon industry impacts represent a sigmficant contribut on tc the regional economy, accountms 
for 3.3 percent of the Gross Regional Product and also generatmg about 1.6 percent of regional 
employment. 

u 



SECTION 1: ESTTiODUCTION 

lhe Neu >iork-Nou .lersev metropobtan regions preeminence m inTematmna: trade and 
commerce stems trom the actmrx of ns pon Begmnme wnh Euron.,,j, .erriemf>n( m" rh^ r^cnn .nd 
tor manN decades ihereaner. the amval of a sh'n ,n non u as a greai occasion In inose s,mnTe umes 
everyone knew that ship amvaLs benefitted the commumiv. bv proMdms new stock for merchants' 
snenes. actiMiy and jobs at manne lennmaLs and busmess for e.xponers and importers. 

Then, as now the unloading, and storage of cargo, nrovidec numerous empiovment 
oppomimt.es BacK then, much ot the region s shippmg actiMtv was concentratec at the congested 
CUV waienroni Wuh the advent oi contamenzaiion. tms actniiv shifted to more spacious less 
populated, areas. ConsequentiN. the pon has become less visible, and unhke the activities of the 
regions airpons which are direcih obsened bv miihons oi iraveUers ever̂  vear the regions 
waterborne trade was removed trom the mainstream of ever̂ dav expenence Even tnou^h the pon s 
contnbuuons to the New York-New Jersev metropohtan region are not as apparent as ihev were m 
earuer penods. tne indusirs remains a vuai component oi the regions economic base ' 

The purpose of this repon is to quantify the hnkages between the pon and the reeional 
economy and to documem its econormc comnbutions to the Neu- York-Neu Jersev metropohtan 
regioa It is the third m a senes of reports documentmg the econoimc mipact of the pon mdustrv- on 
the regional economv. W e the study was designed to be comparable to the earuer 195" studv m 
temis ot data collecuon and analvsis. its scope LS different. In adduion to the economic mipact of'-he 
port maustP.. this studv presents the economic mipact of pon-dependent mdustnes and capual 
expenditures made b̂  the Pon Authontv and us tenants m pon faculties - It also explores certam 
quah^tive aspects of the cost and benefits of the regional pon system. The repon focuses on data 
m ' l 9 9 4 T u ^ s ^ '̂ ^̂ ^̂ '̂ ^S^̂ ^ ''^^y 0̂  "idusiry. .Ah economic mipact results aro reported 

The repon is diMded mto seven mam sections This mtroduction sets fonh the background 
and purpose 01 the repon. defines the port mdustry and develops conceptual hnkages ic the regional 
economy Section two discusses the compcnems ofthe pon mdustry. SectionWe presems the 
resulLs otthe economic mipact analysis which quanlIf̂  the pon uidustrys manv contnbutions t^ the 
region. The fomth section nresenis the economic mipact of pon-dependent mdustnes. Section five 
presents the economic mipact of pon mvestment bv both the Pon Authontv and pon tenants and 
secuon SIX LS a summar̂ • of all impacts of the pon mdustry. The final secuon looks at adduional non-
quantitiea Dene lus ol tne pon. and takes a look at associated costs. 

Capiui expeaditures made bv tUe port̂ leoenaent mdustnes are not inciuded m this studv 



DefirJtion of tht Port Industry 

The port industry LS defined as anv regional econonuc activity that is directh needed for the 
movement of waterborne cargo. ThLs mcludes not only land and waterside activities, but also 
documentation, financmg. brokenng and other essential services that are du-ectlv required for the 
movement of each ton of cargo In addition, semces that are pertormed m this region which are 
directiy related to the physical movement of w aterborne trade through other pons are mcluded as an 
mtegral pan of the pon mdustry. 

Specifically. the mdustry has been defined as firms which: 

• Provide products and services mvolved m the transportauon of cargo through 
all terramaLs of the Port of New York-New Jersey and between the Pon and 
an inland destmatiori/ongm. 

• Provide major products and senices directiy required for the conduct of mtemational 
trade, to compames which transpon cargo through the Pon of New York-.New-
Jersey. 

Provide warehousmg and distnbuuon semces for cargo shipped ihrough the Port. 

Du-ectly provide ocean transportation, local water transportation or trade related 
services for cargo moving through pons other than the Port of .New York-Neu 
Jersey. 

Passenger carrying vessels and firms providmg services for passengers are not 
mcluded as a part of thus analysis 

The activities of firms which provide support semces to the port mdustrv ae.. ship repair, 
chandlers, tmck repair, automotive msurance'. are not mcluded as du-ect unpacts; however, the 
aciivmes ol these firms m;ike up a large component of the mdu-ect unpact of the mdustry. 



^i^txags c/ihs Per: lK£tiis:r; to ths Eszion's Ecor^amr; 

The economic acuvities of the pon mdust.-y are Laked to other mdustnes in the regional 
economy. Pon activities 
u hich taie piace a: the 
v^aterfront. on board 
vessels, or. raiiroad and 
truck hnes. at related 
inland warehouses and 
freigh; forwardmg 
facUiues. as wsli as in 
downtouT. cffic2s chat 
handle the daHv 
rmancmg. insurance, 
brokerage and omer 
dueci needs of the 
mdustry. generate 
mdirec: and mduced 
economic effects m the 
regional economy. 
Regional impacts occur 
wher. these compames 

- — . — __— uhich axe du-ectiy 
engaged ir mantime 

commerce p̂ archase gooGs and serv ices such a srjp mamtenance. repair semces and hiel from othe-
regior̂ ai Dims. Tnese purchases iead to funner mLer-L1dus:r̂  activ-uv. the rni-ac: or wbcb is called 
tne mdirec: unpac:. Addiuonaiiv. mduced impacts occur when workers mvoived m direc" and mduen 
activuies spend tner wages m the region. Tne ratio -pecween totai economic and direct impac is 
temied. che multipuer Tne framework m Chan i above illustrates these hiL̂ â ê  

^5 Direct Spending 
By the Port 
Industry 

^ Effects of P o r 
Industry 
spending or 
other regional 
Indi'ctrles 

Spending by 
Employees of 
the Port Industry 
and Suppliers 



SECTION n: ECONOiVnC IMPACT OF THE PORT EVDUSTRY 

Tms section will preseni the results of the economic unpact study of the pon mdustn- m a 
numbe: of different way-s Fu-st. the total direct, uiduect and mduced unpacts will be exanuned. This 
Ulll PC followed by a discussion of Lmpacts by handhng mode. Next a breakdown of unpacts by 
duection and u-ade (foreign vs domestic' will be presented .All results are based on 1993 acuvity 
lev-els and are reported m 1994 dollars. Totals may not add aue to roundmg 

Economk Impaci ofthe Porl Industry 

The duect unpacts reported below mclude the activities of firms du-ectlv related to the 
movem.ent of waterborne cargo These mclude the jobs of people who perfonn the work, theu-
wages, sales du-ectly related to semces mvolved m the movement of cargo by water, and related 
govemment activities Du-eci unpacts were detemuned for each of 13 specific mdu.5Cry sectors: 

Ocean Transportauon • UTiolesahns 
Manne Cargo Handhng • Bankmg 
Local Water Transportation • Insurance 
Other Support Semces • Freigh: Foruardmg/Custoras House 
Tmckmg and Warehousmg Brokerage 
Inland Rail Transportation • Federal Government 
Movement of Cargo by Pipehnes • State and Locai Government 

In adduion to the direct unpacts. the Pon .\uthonty s Regional Input'Output model, alons 
•with the methodology descnbed m detail m .AppendLx 1. was used to esumate the mcuect and mduced 
economic unpacts ofthe pon mdustry on the .VY/NJ l~-county metropohtan resion. 

199-
In sum. the pon mcusuy uas responsible for the followmg regional economic unpacts m 

Totai duect. mdu-ect and mduced regional sales of over S19.0 bilhon. 

1DO..->(X) jobs m the region and S6.2 bilhon m wages. 

Regional mcorae and sales taxes' of over SO.5 bilhon. 

Ta.\ revenues for the states of New York and Ne-* Jerie\ and Uie Cir\ cf New York. 



The unpact of the pon mdustn- represents a significant portion of the total regional economy. 
It IS esumated that tlie pon mdustry produced 2.0 percent of Gross Regional Producr̂ and 1.3 percent 
of total regional employment m 199 

Direct Activitv 

Ofthe 166..'̂ (K) jobs generated by ihe pon mdustry. 55 percent, or 92.320 were du-ect )obs. 
These jobs represent actual employment ihat can be counted or du-ectly hnked to carso acuvity. 
Direct jobs were measured for the 13 sectors accordmg to the raethodologv presented ui .Appendix 
1 Ofthe total du-ect employment. 20 percent was due to manne cargo cr^sponation and handhns 
activities and 15 percent to the mland transportation of cargo. .Another 43 percent of the total jobs 
were m the warehousmg and wholesahng sectors. 20 percent m trade related services and 2 percent 
were govemmeni jobs Table 1. on page 6. hsts du-ect employment unpacts bv sector. 

All of the du-ect unpacts of the pon mdustry are dnven by the cargo raovine through the 
regional pon system. Shippers moved over Ilo." milhon meuic tons of cargo through the resional 
port system m 1993 valued at approxunately $9.4 bilhon.'' 

Indirect and Induced Impacts 

The economic activiu.-i of the pon mdustry are hnked to those of other mdustnes m the 
regional economy The Pon Authoruy Input/Output Model is used to idenufv the economic effects 
of direct pon acmiues throughout the regional economy These effects mclude the mduect unpacts 
resulung from the e.xpenduures by mdustnes thai supply materials and services to the pon mdustry 
and the mduced unpacts generated by the expenduures of wage earners mvolved m both direct and 
mdu-ect acuviues. Tabie 2. on page 7. hsts a number of economic sectors with mdirect and mduced 
unpacts All told, the mdirect and mduced effects of the pon mdustrv accoumed for more than S8 
bilhon m regional sales These sales produced 74.180 jobs with over S2 bilhon m wages. These jobs 
represented 45 percent of thc employment generated by the pon mdustry 

dc lia: values are in 19*̂ .; doiiar̂  



Tabic 1 
Direct Employ-mcnt in tht Port ladnstry bv Secio.' 

1 ——. 
1 SFCTOK DIRECT JOBS PERCENT 

M a r m t Caroo J raasportation aod Handlim; 

Ocea.-: Transporta-jcn 1 . ... 

.Mar-^e Cargo Handii.n- - V -

L-Vai \ \ are: Transpor-.aiio:: 

Ouner .Suppo.r Sen.i:tr-

Subtntal 
18.-1^3 :oa3-"c 

Inland 1 raosportation Xctivitiev 

.. .^1'' 11 3~'-c 

Rai! Transponauci: 2 r 
FIpeiiIle.^ 

0 Oi^c 

SubtoUil 
13.66" 

Wholesahns and W arehou-suK; .Actmtit^ -liJ.OO'. 

Tradf KelaU-d Servict-s 

Bank lUC 

Lc.sorance 
: : -

Freiy.-,: Fop.<.arj:nj an: CuJtoms H.;^L-.- Br-Kerir-, - "r -
Subtotal 

• — •—— 1 
-.4 ; ; - ivezv 

Government 

..<••: 
:.og~<-

(.'•jiiT Fecerai Go\erT:n:ec: 1- ^ 0 36~c 

Por: .•XuL'-on?. c: New V or:-:.'Ne\>. Jersf. 
> f - 0 61 

C)'jitfr S-.ace i r . i '.oca: eio\en:iner. . ^ -
0 16^c 

.Subtotal :.o-:? ^ - I t - -

Total 

•:• •-'-' 1 
^ It IS mteiesung to note hou many different mdusuies mduectiv benefit from the sales of fimis 

mvoiveu m moving waterbome cargo. Overall, ffmis m over 4^0 economic sectors car. attnbute at 
least a smaU ponion ot theu total sales to the pon mdustry . Most of these tlmis are mvolved m 



busmess suppon and semce activities, however: over SO.' bilhon m resional rnanufacmnn" sales 
resuked trorn the pon mdustr̂  m 1993. In sum. ahnost 4.700 resionai manufactunn- jobs are 
mduectly Imî ed to the pon mdustrv Not only are longshore jobs affected when the pon prospers 
DU! se are the jobs o: metalworkers, textile workers, commercial cnntms workers, and plastics 
manutactunng workers In fact, the pon mdustrv touches ahnost everv smsie sector m the regions 
economv 

Table 2 
Major Indirect and Induced Impacts of the Port Industrv 

SECTOR EMPLOY \n:N7 SALES 
M i l l K i n S l")**.; 

O'jier "Iran,̂ po^auo:. 

^\ noiesaie ke:ai: Jra.i-. .;.o '̂ 
B'a.smê ^ Service. r. 
Real Estate 

9.5-ie : o?3 
Eaimc & Dnnking Place"; 

6.5:8 ;"5 
.\le'.l;.:u. .V EJucauonal Ser\"i.;e. 

-1"." ; 
Personal Repau Seroce^ i Hc:e: 

Coniraur.icac:on.- • J", ; 
Pni'.tjr ' ^ f . :'L5hinc ::c 
Cr̂ vert:men- , . . . 

L 'uir e.; 

•̂  •̂  •̂  
5-11' 

T' î K i : .Aut :- Repar Ser\-..;e 
-1" 

.•\mu5e:Tier.L- --

Snippuiidang Repar 

Fooc Ac Ka::d:ec' Proda::- ; : , -

.Appare! Ma-TLifacturc . 1 , 

Otner 
. -c- - > 

1 'la. L-.direa ai-j b.ducea IIn^JJ:^ 
i )f s 

Economic Impact by Cargo Handling Mode 

Tne total unpacts calcuktted above are based on aggregate carso handled through the reajon s 
pon lacihties mciudmg bv>th general and bulk cargoes. General carao mclude comainenzed c^co 
breakbulk cargo and aucomobues, Contamenzed cargo are commoduies t.hat amve at the 'emimai 



* " -̂ indiMdual units and are 
i^ir^c- ..Db? B: Handiing Mptie (92.320 Jobs.. chen racked mto concamers. 

^ - ciotmng. plastics, 
j lootwea-. anc eiectncai 
I machuiery B.̂ eakbulk cargo 

arc- commoduies tha: are 
handled m mdividual umts 
no: packed m containers, 
e.g.. heavy machmen. 
lumber, steel and uon Buik 
carg'.- consists ci iree 
f".ow-mg. either dry or hcuid 
commodiues. movms m 
large homogenous loads, 
e.g.. gram. sand, gravel 
cement, and petroleum. 

: Thc regional pon 
complex bandied a total of 

~~ ' — l i r . " .-ruilion metnc tons of 
^ -v., , - '̂•̂ Ŝ ' IT. 1993. of which 14 4 
miJion ons_^or 1..^ pe.vent. cons-^ted of general cargo, ar.d 102.3 milhor. tons • ahnost 8S perc^rC' 
u as bulK Table .> t:^elov^ uses cargo moved through the port m 1993 bv handims :yvt. 

A-Jtemobtle i 7% 

BulK 9 4% 

Barse (A:: Types) 2V09t 

[ Handlins .Mode Cargo \ olume 
'Thi'usjtid Vletru Ions 

Perceni C argo \ alue Percent 

: ..''-^ 

•- -
5o.:?~ 

Brea.-crtiLs : ^ : 

; ::• 
...av-

.A.U'.Ono-u.; 
> . i ^ - - -

S-j-̂ toca: - Gt.-r.era: Cargo 
. - - - ' 6Q .'"A-

L-. v.:.. • -r • • 

.. • -..:-:..: E...;, 
:: 3 3 • '-

Barge T\-?ê ' 
' ^ 

S.r:o:v B- .Car : ; 
" 1 ~ - :̂ ; 

• I • •• : ' .1. 



The movement of general cargo, on av -rage, has a greater unpact on the regional economy 
than does bulk cargo For example, contamenzed cargo, which accounted for only 9.5 percent of the 
total by weight d ctly contnbuted 47.760 jobs to the region, verses 29.870 for all bulk cargoes 
combmed OveraL general cargo accounted for 6".6 percent of the du-ect employment unpact of the 
pon mdustry. with contamenzed cargo comnbutmg thc largest share of this. Breakbulk cargo 
generated just 9.380 jobs. (10.2 perceni i and motor vehicles produced 5.310 lobs or 5." percent. 

Thc largest of the bulk categones wa'; biuge cargo (mostly domestic in nature! which 
generated 19.420 jobs. Table 4 hsts all of the duect unpacts of the pon mdustry by handhng mode. 

Table 4 
Direct Economic Impact by Handling Mode 

Handling 
Mode 

EmployiTient Pet. \ \ ages 
($ MilUon 1 

Pet. Sales 
($ Million i 

Pet. 

Coctainenze.1 5.."=^c 51,69~f 

BreaxhuLk '^.38(' •0 16=". •̂s z 10 ::^<: 1.160 10 61S-

.Automobue 5.310 s 5 ' : ^ r e:: 5 69^c 

Dr\ Bulk '. '}0 "0 'i.iy'-c l lO^c 

Liquic Bulk S-~ 2(' 9 - l5v 36!- 9 -5~c : . l ' ' ^ 10.94^: 

Barge .Al'. 1 \pe^ ,9.420 : i i u ~ "w ^ 20. "99c :.o"3 18.9-Tc 

Ai; Carg •- • KX' 0 0 - - " ' f 100 00~ 1" !(Xi 00'": 

Economic Impact by Direction 

Trade within the Pon of New York-New Jersey was not balanced, panicularlv m the 
miemauonal u-ades In terras of volume, mtemational unports ourweighed expons bv 5 to 1 (the ratio 
for general cargo u-ade LS 1.5 to 1.1 Expons. however, tend to be more valuable than unports with 
the divergence beuveen the two bemg reduced to only 2 to 1 m value terms. Volumes of domestic 
cargo, on the other hand, are more balanced, wuh expons shghtly outweighme unpons These 
differences berween the du-ectional components of foreign and domestic cargo tend to balance each 
other, leadmg to a 60/40 spht between unpons and expons for the harbor as a whole Table 5. on 
page 10. presents cargo handled m the region by impon and expon. 



iabls 5 

j Direction Carjio \ olume 
'Tiva.sand Vl,-!ric 

I "ns 

Percent Cargo \ alue Percent 

LiELI , 

. . . 

L'.ternaLor.a. 3 M l:r 4:-:-

Su'-'-oti - L-..vr- f-. • J * ? 

^ • -Do mei-... 4' • a^' 
~ • V _ ~ :5.30~r 

in'.ema-jor.a.. ' ..:'5' ^ 0 . ^ 

~".o-- -;i.9'.>D 44 i(,<^c 

- - C a r ; •--1 

Char. 3 
Direc: Job-, b; Di-gctiDr (9232D Jobs) 

The economic impact of the 
port mdust.-y lends to reflect boch 
the" vaiuc; or c:-u-go handled as well 
a- volumes. In terms of jobs, the 
economic impac: c: impon cargo is 
abou: 5 .̂300. (63 percent' 
compared wuh 3-i.(30(:) for exports 

percen:o Trii; basically 
n'arrors the 60/40 pei-cent tonnage 
spii:. This does not. however, 
di'ooi.y ;eâ  u the co.nciusion that 
ch- tonnage o: cargo handl-'J LS 
rr., ro unponan: than value m terms 

ior deveiopmen:. bu: rather 
refiecci the high proDonior. cl 
domestic e\p.-r. ca.".-. . mos: r.f 
v̂ .hich LS h.̂ ndied by bar̂ e tsee 
loreign vs, domestic belovv 

N -e ao:::ei-c cargo rave^ng ou-cunc :s ciasKfled a5 ar expon xDcunc carsc as ar .mcor 
-:..e.-oarpor cargo :rav?!;-e ac^^•nbcu.^c: i covs arc uie sea • is ciass:.-.ec -..c e - - ' 
rrcir. -iit sea .i: •• " "" '''" :̂ r.c â~•̂v 
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The differences between the makeup of unpon and e.xport careoes lead to differences m the 
makeup ot theu- relative economic unpacts. Of the total lobs attnbuted to expon carso. \^ perceni 
are due to mland u-ansponauon. 20 percent from water traasponation and car20 handhns. 38 percent 
lor wholesahng and warehousmg. 22 percent for aade related semces and 2 perceni for'-'ovemment 
JoDs for unpen cargo differ m that only 13 percent are related co uiiano cransponation 18 percent 
tor trade related semces. and a full 46 percent are for wholesahng and distnbuuon This LS because 
a higher proponion of unpon cargo goes through the dLstnbution channel than expens Table 6 hsts 
total impacts bv du-ection 

Table 6 
Direct Economic Iinpact by Direction 

Direction Employment Pet. NVages 
(S MilUont 

Pel. Sales 
<S .Million! 

Pet. 

Impor 5S.2^0 63 :3'~ - ; ! 0-~ r J26 03.3"~r 

Expor. 34 (Ul 3f .»'"'•": ; ~ J l 
4.11 .4 

-All Carg., 91.321. 100 ^ 1 10(.' 00"~t 10.930 lOOOO^r 

Economic Impact: Foreign vs. Domestic Cargo 

Even Ihough the Pon of New York-New Jersey LS one ofthe nauons leadms pons for foreign 
u-ade. the maionty ofthe volume handled m the region LS .iomestic carsc Most of'this trade consms 
of the movement ol petroleum and petroleum based products from refinenes to other pomts m the 
harbor, or the movemem 01 constmction matenals and garbage throasnom the region bv bar̂ e 
.Another miponant component of the domestic trade LS cargo movemencs between mLnland Umied 
States, and overseas temtones such as Pueno Rico and the US Vu2m Islands .\ smaller thou-h 
unponant. pan ot the domesuc trade consisLs of che mcercoascal transponation of contamenzed car̂ o 
and petroleum products between New York and other .Atlantic coasc pons 

Table 7. on page 12. show-s the breakdown of cargo handled m che resion bv domescic vs 
mcemacional trade Domestic cargo accounts for aknost 6D percent ofthe ioill because u consLsts 
mostly ot bulk uems such a.̂  petroleum, sand and garbage Intemational carsc on rhe other hand 
contams a higher percemage of high value uems such as automobiles and comamenzed consumer 
products, therefore, u accounts for the raajontv of the carso value. 

11 



Tabic 7 
Foreign vs. Domestic Cargo Randled in the Region (1993ĵ  

Trade Cargo \ olume 
'Thi>usand Vletru Tons' 

1 • ' 

Percent C argo \ alue 
MUli-in 5 i w a 

Pereent 

['or::eo..;. 
CO 9t 'c 39 U^^l 

m;err.at!or.j: - 04 - :^~ ~0> 60.9 

Total Caigv ' h " ^ ' :0'' 'II : ^4 ' 4 - ;!».') i)(ir 

As was stated aKne. m the discussion about unpons and expons. economic unpacts tend to 
be driven by both the labor miensive general cargo u-ades. and bv carso value Because of this 
mtemational cargo accounts for a higher percentage of the direct economic mipact (about 66 
perceni). even though there LS far less of u. In employment tenas. mtemational carso oenerated 
>9.09(J ji)bs. compared to only 33.230 for the domestic trades. Table 8 hsts direct mipacts for both 
trades m employment, wage :md sales terms. 

Table 8 
Direct Economic Impact: Foreign vs. Domestic 

Trade Employment Pet. \ \ ages 
($ .Million) 

Pet. Sales 
iS Millioni 

I»et. 

Oomesu^ 33.230 35 ; 3 CO -'C o.̂ - 33 S3'" 

bitemani-na; >0 1)1)1) C4 01'" :. 4: f̂ ; wx - f-c : 

Carv Kn,! uo'": :0U (K' \ 0 330 liX) 0()'7 

Comparison of Economic Impacts. 1987 and 1992 

. able 9. on page 13. compares the mipacts calculated m this analvsLs w-uh chose of the last 
study ot the econormc unpact ofthe pon mdustry which used data from 1987 The volume of car̂ o 
handled hy the regional pon mdusuy dechned sigmficantly beiween the two studv vears Overall the 
volume ot mtemational cargo handled over 'he region, wharves was 24.3 percen't less m I9Q > than 
m 198,̂  This was due mamly to large decreases m miponed petroleum products. Compames 
unponed over 39 milhon metnc tons of bulk cargo chrough the New York Customs Distnct- m 1987 

Pieaie aote lhat JoTiestjc cargo mcludes Pueno Raco and Overseas US Temtones 

The Neu York ouitoir.:, Distrn;; mciujcs the Pert of .AlbacN. New York 
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IhLs was down to just 25.- milhon memo tons m 1993. This 24 percenc decrease was largelv due to 
major reductions m the miponation of residual fuel oils, which are used as feedstock for electncal 
power plants (down by 49 percenc or almost 7.6 milhon tons). and sasohne toff bv 6̂^ percem or 6 -
miUion ions . WTule hulk peu-oleum mipons were off dramaticallv. both bulk e.xpons and oeneri 
cargo volumes remamed relatively fiat between 198" and 1993. " 

The sizable decrease m bulk cargo mipons. along with productivitv mcreases throu2houc the 
pon. have led co sigmficant reducuons m the economic mipact ofthe pon mdustrv. Overall Economic 
mipact. or sales, were 11.2 perceni smaUer m real lemis ThLs decrease led directiv to the smaller 
number of jobs m 199.v when comp.ared to 198". Ic is miponani to note thac neither economic 
mipact or jobs tell as precipitously as did cargo volmnes dmmg this same penod. This LS due to the 
lact thai hquid bulk cargoes do not creale nearly as much economic mipact per ton as do products 
handled either m coniamers. oreakbulk form or even as dry bulk 

Table 9 shows a bnef comparison of the job mipacts between the 199̂  and 1987 smdv 
l^nods Total jobs m the current penod are shghtly lower than was the case m 198 7 Overall the 
pon mdustry generated 14.3(XJ fewer,obs t7.9 percent,, m the regional economv than u did msi six 
years ago. Duecc jobs were down from 198 - by 14 percent. Some of rhis decrease is due to the faU 
m peixoieum unpons: however, much of u LS due to changes that have occurred m both the mdustry 
and the regional economy 

Jobs m the physical handhng segmeni of the mdustrv have dechned bv -4 4 percem This 
large decrease is due prmianly to losses m ocean transponation headquaner jobs and conunued 
consohdation m the mdustry . commued attm.on among longshoremen, che tueboat strike of 1989 
and the recession of 1989-1992 which led to reductions m local water and other suppon accivres: 

Tabic 9 
R^onal Economic Impact ofthe Pon Industry. 1987 vs 1993 

.Sector 1^.^" Jobs l'-»"3 Job- Change 
PhvsioaJ Handlme 24,:̂ oo 18.510 (24 4. 
Inland 1 ransponation 20.000 I3.~(K) 

Trade Related Semce> 21.(XK( 18.120 • P -' 
VMiolosahng >ic V\ aiehousm'2 40.000 40.000 0.(J 
Govemment : (H)o 2.040 2.0 
Total Direct Kr.500 92.3-0 ( 14.Ol 
Indirect «£ Induced "3.300 •4 !30 ! i 3 
TOTAI 180. SOO 1 CO. 500 
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The decrease m petroleum unpons v.as panly responsible for the 31.5 percent dechne in 
inland cransponacion jobs: however, stmctural changes m both the mdustrv and the economy (e.2 
deregulation ofthe tmckmg sector and Lncreases m mtermodal rail movements) aiso contnbuted lo 
this fail. 

The u-ade-related semces componem dropped by 13.7 percent due Co the drop m the volume 
of cargo handled at che pon durmg this penod. In addiuon. the severe re2ional recession of 1989-
1992, dunng which overall regional employment dechned by 8.b percenc. or 657.000 jobs, also 
unpacted this segment of the mdustrv . 

Fmally. although the du-ect component of the mdustrv was smaller than m 1987. the number 
of mdireci and mduced jobs grew by 11.3 percent. This reflects a total chanse of 17.6 percem which 
reflects both producuvicy mcreases m the pon mdusuy and chanses m the" suiicture ofthe regional 
economy. In other words, m 1993. the pon mdustry produced more semces per worker chan";c did 
m 1987. hi addiuon. both the mdustry and us workers spent more withm the reeional economv than 
thev did m 1987. 
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SECTION Hi: DESCRIPTrvi: COMPONTNTS OF THE PORT INDL STRY 

The firms which make up the pon industry can oe divided mto five major segments: phvsical 
handhng. miand cransponacion. w-arehousmg and discnbuuon semces. trade related semces. and 
governmen: agencies. These major segraencs car., m turn, be broken down LHCO a number of sub
components, or mdusiiT.- sectors as descnbed beiow. 

Char: 4 
Direct Physiza: Handling -Jobs (18.510 Jobs.-

O c M r Transponatton 

Mirtie Carjc Handling 

.ecai Watei Trant 

Otfiar Support 

The Pnysical Handhng 
segment of the mcuscry mcludes 
tnose firms which duectiv move 
cargo over che wacer. and handle 
care .; a: t::o j-ort rac-juies. Included 
m chis sector are firms mvolved m 
ocean cransponacion such as 
sceaniship hnes. shipbrokers and 
chaners. firms mvolved m local 
w-ater transponation such as tug and 
cowboa; operacors and barge hnes; 
scevedores and longshoremen, and 
fums and mdividuais who mvolved 
L-. speciahzed acuviues ac che port 
such as samplers, survevors and 
weigher.- In addition the local 

! harbor pilots are mcluded ir. this 
segment of che port mdustrv. The 
GL-ec; lob unpac: of the phvsical 

nandlmg segment ol tne pon mdustrv LS shown m Char ^ above. Tms seemem generated ,ust over 
So,4 biUion m ducc; sales and SsSl nu'hon m du-ec: wases. 

1 
7 

— — / 
2.oce 4.D00 e.ooo a.aoo io.oco u.ooc 

Dki>c1 JotK 

Tabli ID 
Direct impscLs D" tj iniasji . rsBsjHinirio-. Segznei:: of th* por: Industrv 

Sector F mpioy ment Pet. \ \ a»ies 
iS Millions 1 

Pet. Sales 
'S Mill ions ' 

Pet. 

T rucrui:^; 1 i . 4 : ( j ^o 0 3-1 ' i . 15 3,9 85.S 

Railroads : . :4o 75-1 •. > (i ! S" i i 3 0 

Pipeluie.-- -
(.1.3 i ' i i ; ( : 

Io ; . : lO': ) ' ', • ,^--,1 1 lOli.ij 
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The uuana cransponacion segment of che pon met rtrv LS compnsed of firms mvolved m 
moving cargo by land "oetween the pon and an mland desunation withm .Nonh Americ:̂  Baroe 
compames are not mcluded m this mdustry segment, but are a oar̂ . of tne pnvsical handh "̂-
component ot the pon mdustr̂ -. Iniand transponauon finns are pnmanlv ensased u' the tmckm-" 
rauroac ana pipehne mduscnes. Tabie 10. on page 15. hsts che duect ec >nonic mipac: for theĴ " 
maustrv sectors. 

Tne W noiesahng and W arehousmg Services segment of che mdistrv mcludes those finns 
wmcn are engaged m storage and aU.cauon semces tor goods moving over the aocks and whan-es 
0. the pon. Incluaeo m thLs segment are compames wruch operate senerai warehouses refrioe-a^ed 
warenoiises. Donaed warehouses, tank ranns. gram elevators, etc. In addition finns eno^aed m 
•.nolesahng and tradmg accmues â e mcluded m cms mdustry segment. The warehousmc and 
aistnpucion service.' s.g^ent of the pon mdusc.ry produces apDro.ximateh 40.0(30 duec- fuJume 
eqmvaleni jobs m che r.,ion. generaung over Si.6 biihon m direct wages from sales of S3.S bilhon. 

The crade relaced semces segment of the pon mdustry consists of freight forvvardm<̂  
busmesses. customs house brokers, bamcers mvolved m financms botn trade and mvesunenc m 
vessels, anc manne cargo and huL 
msurance compames. Firms Chart 5 
mvolved ̂  m̂  crade relaced serv-ices Birtc: Job Irap^ns of Trace 5^^, ^ ^ 
generaced S2.3iO milhon ir. resional ' ~ —~ ~ ' 
sales m 1993. generacmg over 
18.11" duecc jobs with almost S"s-i 
milhon m wages. Chan 5 show? 
the relative contribution of tne three 
crade reiated services seccors. 

Tne government segmen: of 
che port mdustry mcludes those 
tederal. stace and local governmen: 
acciviiies w hicn duectly suppon the 
movemen: of waterborne car̂ v 
c.irough the pon. The maio.-
coraponenci of chis segmen: are :he 
U.S Cust,,̂ ms Service, che U,S, 
.-̂ omy Corps of Engmeers. the For 
.Auchoncy of "̂ev̂  ^/ork and Ne-v\ _ 
Je.'-sey. and ch.- Watenron; 

Commission or New York Harro: In sum. che governmen; se.men: provides S2-4 milho-̂  s 
services :.̂  cargo movmg cnrougn me po:- ,nc generace> - o u ; liH.o joDs wun Ŝ x milhon s. w.,es' 

Banking 38 9% 

Insurance 8 4% 

FiBlght Fon«artilnjj,'CHB 
53 7% 

16 



SECTION IV: ECONOMIC LMPACT OF PORT-DEPE?sDEXT ESDI STRIES 

In addition co the mdustnes thac are direccly mvolved m moving cargo through the pon. there 
are other mdustnes thac generate regional economic impaccs. Tnese are mdustnes thac are 
.significantly dependent on duect access co the pon and waterborne shippmg. Raw materials handled 
through che pon are cnticai unputs for these mduscnes. and without cne pon. chese firms couid not 
be locaced m the region. E.xamples of these firms mclude; petroleum refinenes. suga- cane refimng. 
electnc utiluies. and scrap and w-aste matenais processmc Tabie 11 below shows the economic 
unpac: of these mdustnes m the regional economv 

Table 11 
Economic Impac: of Port Depecden: intinstries 

Impact Jobs Pet. \ \ ases 
S VlUljon' 

Pet. Sales 
S Milbon 

Pet. Taxes 
5. MUlion 

Pet. 

Ducc: r . . ^ - i ( i 5,V" 5 t \ 0 -.300 6S.0 5'~.~ 

Induee; ; -I. V ( • D3O 2.-00 5: o' 43.3 

Toca! 32.3 10 100.0 1.-150 100,0 10.1)00 :0U.(̂  120,(,i 100.0 

Scrap & ma>ta Maarnit 

Pagwufr Rafting 

bloctnc SorvtcSB 

Ready MU concTte 

t̂ Man»r. »a«i.-ig Uizsjm 

cncmtca^ 

Port dependenc mduscnes du-ectiy employ 1-.340 workers m che region, generatmg a total 
payToll of S820 milhon. and sales of S7.3 bilhon. Through th? mulupher process, pon dependent 

mdustnes generate 
Chart 6 32.310 totai jobs. S1.4 

Direct Job Iinpact? ic Pon DeoendentlndiiSTries .-32310 Jobs ; "̂"̂ Ĵ" 
—= =̂ • 510.0 bilhon m regional 

economic activitv. 

Chan 6 shows 
the disthbucion of duecc 
jobs u: pon depe.ident 
mdustries. The scrap 
and waste materials 
mdustry LS Che largest m 
the region, followed by 
petroleum refimng ana 
electnc uiihties. wuh che 
chermcal Liduscrv 
generatL"g che least 
re 210 nal lobs. 

4.000 e.ocs 
Dirsc; JODO 



SECTION V: ECO.NOMIC IMPACT OF PORT CSVTSTMENT 

The unpacc of the Pon Industry LS not hmiced to currem operauons: the pon must also gear 
up for fiiture growth and changmg technologies which reqmre heav-v mvestment m facihty 
constmcuon and equipment .As such, there Te two levels at which unpact should be measured One 
IS che economic unpacc of pon operauons: che other LS che economic unpacc of pon mvestmem So 
tar. our analysis has focused on che economic unpact of pore operauons ThLs secuon focuses on the 
unpact 01 pon mvestments by the Pon .Authonty and cenants ac Pon .Auchontv facihties. 

Port Authority Facility Investments (1987-1994) 

•Analysis of Pon Authonty capital mvesuuent showed thai over the 8-vear penod. 198"-1994 
the Pon Authonty- mvested more than S507 milhon m manne facihues co unprove the competuiveness 
ot the Pon of New York-New Jersey These mvestments have unproved access to the pon. enhanced 
basic uifrastmcture. and upgraded termmal facihties. 

As shown m Tabie 12 below, capital mvestments m die Pon of New 'i'ork-New Jersey by die 
Pon .Authonty dunng die 1987-1994 penod generated or supponed a total of 10.180 jobs. '$1.1 
bihion m sales, and S384 milhon m wages Constmction activitv accounted for the majonty ofthe 
mipacts generated, about 63 percenc of jobs Non-conscmccion lobs are mosch supponms jobs 
comprised of engmeermg. finance. Pon Authonty labor and benefits. On an annual basiŝ  Pon 
.Authoncy capual mvescmencs over the 8-year penod generaced 1.272 jobs. S134.5 milhon m sales, 
and S48 milhon m wages m the regional economv. 

Table 12 
Economic Impact of Port Authority Capital Investments in the Port 

Impact Eimployment Pet. VN ages 
(S -Millions t 

Pet. Sales 
(S MilUonsi 

Pet. 

Consc.mccion 0.010 ^4 o » • 
o3^ -OS 65 s 

Non-ConscmccKip.' 3.5-(,i 35,1 14(1 3b, 5 368 34,2 

Tocal 10.180 1 0 ( 1 ' 3.̂ 4 10() () :,o-r- U.K.) 0 

A-oeraL'o i . - 4v 13,-̂" 

Non-Constructicr. includes engineering, tinance. Port .Authontv iaboi, and benefits, 
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Tenant Capital Investments 

Exaa figures for capital mvestmenLs m pon facihties by tenants durmg che 1987-1994 penod 
were noc available Nevenheless. pon tenants made sigmficant mvestments m manne facihties. For 
exampk. dunng the 1991-19̂ *4 Pon .Authonty capital plan wmdow. u is estunated that tenants made 
mvestments of S40 railhon m pon facihties. These mvestments were estunated co have generated a 
total of 700 jobs dunng the five-year penod. S68 milhon m sales, and $23 milhon m w ases. On an 
annual basis, this equates to 140 jobs. $13.0 milhon m sales, and $4.0 milhon m wages.' 

19 



StCTION M. SUTvlMAR^ OF PORT-RELATED LMPACTS " 

Tms section presents the total economic unpacts of the Pon of .New 'i'ork-New Jersey. The 
port dueccly scunulaced 110.552 jobs, over $18 bilhon m sales revenues. $4.6 bilhon m wages, and 
$0.38 bilhon m scate and local taxes m the T-county New York-New Jersey metropohtan re!2ion 
durmg 1993 The totai unpacts across all three caiegones below are noc adduive because of the 
probiem of double-counung among the mdu-ecc unpacts When the double-countmg is ehnunated. che 
Pon of .New York-New Jersey was responsible for a totai of 193.390 jobs, over S28 bilhon m sales 
revenues. S" 5 bilhon m wages, and SO.b biihon m state and local taxes. 

Tabie 13 
Overall Iinpact ofthe Port Industry by Cal^ory 

Category Employment U ages 
(5 Millions 1 

Sales 
iS -Milhons» 

Ta.\es 
($ Millions 1 

Pon Inausm 

Duect *^2.32(.' 3."Si' 10.960 312 

local Ibt?.500 b.22(' 19.024 514 

Pen iJi'pt'ndenr Inausrnt •> 

Duec: r.?4o 820 7.300 68 

Tocal 32.310 : 4>(. 10.000 I2(* 

Port Capita'. Spt'idw:' 

Duec: 
N A 

Tota. : ,4 io 53 :4s X/A 

Tocal Duect 110.550 4.636 3>i ^ 

0 \ eral] Tnao " , > ( H i 2^.350 1 ^ 

Overall acuviues Imked to the pon accounted for 3.3 percem ofthe Gross Reeional Produce, 
and duect jobs generated represented about 1.6 percenc of totai regionai empioyinenc. Table 13 
aoove uses boch che duec: and cotal unpacts bv cacesory. 

Annualued daui. Includes boi Po.-: .Au:acr.n anJ 'xv-ir.'. srend:r.: 

Ad,u5ted tc ê c:uae aT J^uH., s ;x::::ec: x^rac:. Mi^^ y. â e direct imoacti accounted for as a 
par: o: cce per: uiou.;:.-. : -pa.,-!, .f 'xc rc r. depcnjen: u-.dus-.nes, ana vice versa 
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SECTION VU: NON-QL ANTTFIED BENTFTTS AND COSTS OF THE PORT 

Thus far. die analy-sis has focused on die regional economic unpacc of the pon mdustry. The 
regional economic unpact analysis presented m the precedmg sections assesses the mcremental 
changes m cenam economic mdicators - jobs, wages, sales and taxes - ansmg from the busmess 
transactions of the pon mdustry. In addition to chLs. there are a number of"efiect$ diat can be 
annbuted to the pon uself which go far beyond the value of the pon lo the Pon Authontv or to any 
mdividual person or firm, buc accme co che region as a whole. 

Regional Cosc/Benefic Analysis is a methodological tool emploved bv die Pon Audionty to 
decenmne. measure and raonetu^e numerous benefits and costs assocuted with an mdustry such as 
the pon. Regional eftects. for the most pan. cannoc be accnbuted to a smsle mdividual or'fimi but 
are die result of die emu-e pon. For example, die e.xistence of the pon~m che re2ion allows'raw 
matenals. such as ftiel oil. to be shipped mto die region m bulk by water. ThLs mav reduce die need 
for uiick tnps uuhzmg die regional highway system lo deliver diese same products. Reduced resional 
au- poUution and reduced automobile related accidents may be die beneficial result of dus. 

Secuon VU will examme the odier effects (cost-benefic attnbutes' diat accme to the region 
due CO die existence of die pon useil Although an actual cost>^nefic analvsLs wHl noc be presented 
at diis ume. die atmbuies will oe exammed qualitauvely starang with a discussion ofthe social costs 
ot die pon to die region. Next, the benefii actnbuces wiU be exammed. scanrnL' widi the re '̂ional 
economic development benefits ThLs discussion wiU be foUowed by an exammauon of transpoioauon 
benefits, and finally environmental benefics to the reeion 

Social Costs of the Regional Port System 

Aldiough the pon of New York-New Jersey has a numoer of posuive unpacts. such as the 
creauon of jobs, wages and taxes, diese do noc come wuhouc coses co some regional scakeholders 
These effecLs m diemselves may noc be large, and are defimtely noc as larse as die offsecuns benefiis-
however. diey must be taken mco accoum m any discussion of die quahtative effects ofthe pon on 
the region. 

As a whole, the pon LS environmentally bemgn. In fact, manv pons, especiallv those on the 
w-esi coast, are havens for wildhfe. If" the pon were not to exist, most of its negative effects would 
stih e.xist m another context, and some of die posiuve unpaccs would noc e.xisc ac ali. There are 
however, some regional environmental costs which must be considered There LS a seneral perception 
of die pon as bemg a ma.)or conuibutor to regional water polluuon: however, m seneral die pon is 
tauly bemgn to the water environment, Mosc pollutancs. such as fecal chlorofonn. chlonne 
poiassium and mtrogen compounds, result from waste-water syscems or fann operauons. Ochers 
sucn as silc. are nacural. and petrochemicals and heavy metal comammancs come mainly from 
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mdusmal operations Smce che enactment of the Oil Pollution Control .Acc of 1990 fOP.A - 90) the 
pon mdustry has had to contam and ehmmate pollution caused by runoff from the faculties 
diemselves. In addiuon. mtemational regulauons have vmually ehmmaied the discharge of pollutants 
U-om vessels m the harbor While thc existence of the pon can lead co local oil and chermcal spills 
frora cankers, sunilar pollucion wouiii likely occur if diese matenals were to be broushc mco che resion 
by cmck or rail Other specific effects such as mcreased sohd waste, especially waste that is 
generaced from ships and miemauonal cargo (considered by law co be coniammaiedi should be 
mentioned m dus concexc. 

Odier opportumty costs of the pon are economic m nature. The use of waterfront space by 
pon facihties. especially m urban areas such as Manhattan, consumes iand w-hjch may have better 
economic uses or could provide higher tax revenues to die mumcipahcy. The reuse of this space for 
other activiues. such as commercial, residential or recreational development muse be considered if 
these negative efieccs are to be reduced. In addition, die pon may affect v-anous segments of the 
society diflferendy For e.xample. aldiough die pon has a posiuve unpact on diose who are employed 
there (LC. longshoremen! u may be a detriment to re.sidents of nearby neighborhoods. Le.. Red Hook 
Brooklyn, due to mcreased congestion, au poUucion and noise. 

Economic Development Effects 

The mission of die Pon .Audioniy refieccs the agency s desu:e to unprove the economv of the 
New York rneu-opohean region Tius desue LS reflected m ehe regional cost/benefic analysLs by die 
relacive weight placed on economic developmem benefice These benefics may be denved by 
consumers, producers, or government, and can be m one sector of die economy, or may be felt 
chroughouc the region 

The pon LS a major component of the regionai economy and the regional uifrastmcture 
network, and as such, us e.xistence produces a number of posiuve eftects. Tnese mclude mcreased 
busmess opponumiies and unproveraems co che regional busmess envirorunent. unproved access to 
markecs and generah. lower consumer coses chan would exisc u i : were noc for the pon. 

One of die Pen .Audionty-'s mam. goals m constmcung and operatmg facihues LS to attract new 
enterpnses to the region The regional pon network is just such a facihty. As was menuoned m 
Section m above, many busmesses are located m thLs region specifically because of die access to 
w aierbome transponation In adduion. many other busmesses have located m the region smce the 
pon provides convement hnks to suppuers and customers noc only doraescically. bu: throu2houc ehe 
workl ThLs may . m rum. lead additional busmesses to locace m che region, or to mcrease producuon 
at regional facihues Odier fimis have located du-ecdy on pon propeny to take advantage of specific 
benefits such as che Foreign Trade Zones 

7-> 



In adduion lo lowermg duecc coses to regional busmesses. the regional pon svstem low-e's 
costs to consumers as well. It'cargo could not oe unponed chrough che Pon of .New York-New 
Jersey, bue rather had to come via our nearest competuor. Philadelphia, the per contamer cost of 
unponed goods would nse by approximately $250.00. This may not seem hke much; however, a 
recent study by the Pon of Philadelphui which exammed the cose of unponed aicohohc beverases 
found diac moving dus cargo eo Philadelphia via the Pon of New York-New Jersey added one percent 
to the final retail pnce of ehe average bottle of unponed wme and hquor -• Il a suniiar one percent 
• surcharge' were to be pkiced on all unponed contamenzed cargo entenng tbe New York-.N 
Jersey region via the pon. che cose eo consumers would be approxunaeely $160 mihion. ew 

Transportation Effects 

Many of ehe facihues owned and operated by die Pon .Authonty of New York-New Jersey 
create sizable duect benefits to die regional transportation system. In adduion co chese direce 
benefics. many unproveraems co ehe u-ansponation system will also result m mdu-ecc unprovemencs 
m. such oeher areas such as au- and wacer polluuon and regional productivity. 

The pon is a major component of die regional transportation system and a ftill analysis of its 
efiects would undoubtedly highhghi numerous positive unpacts for all users In general quahtative 
tenns. die major iraiisponaeion benefit of ehe pon is a reduction m congestion on the regional 
highway network II die Pon of New York-New Jersey were not to exLSt a"t ah. die citizens of this 
region would still need to be supphed with goods, not only from abroad, but from other regions of 
die co;L',try Undoubtedly, many of these products would be brought m by au du-ouah the regional 
aupon sy-stera: however, many producis. especially bulky raw matenals such as cement, sand.'susar 
and mose unponandy pecroleum produces and cmde oil. would need eo be broughe mco ehe region 
eieher by tmck or raiL ThLs would lead eo a tremendous mcrease m ehe number of tmcks on the 
regional highway network, which would m tum. lead to mcreased congestion. A specific example 
can illustrate dus pome. In 1993. aunosc 5 miUion mecnc eons of sand aiid gravel were handled over 
die docks of die pon. If dus cargo, whicl -epresenes juse four percenc of ehê ocal cargo handled, had 
to be moved mto and through the region by tmck mseead of by barge, an adduional 278.0(X) annual 
tmck uips (one way would need eo be made The additional unck.'rail and air traffic chac would be 
needed ha sigmficant percent of 116." milhon meenc eons of cargo now handled bv the pon had eo 
move duough dus region widiouc wacer cransponacion. would undoubeedly be unmense Congeseed 
highway-5 have many negacive social unpaccs. rangmg from mcreasmg delays lor mdividuais and firms 
usmg ehe syseem. to mcreases m au- polluuon. and higher mamtenance costs. 

The reduced highway congesuon which can be attnbuted to the pon leads to one of its mam 
transportation benefits - tune savings. V̂ Tien congestion on die regional transportation svstem is 
reduced, so are ttavel umes These reducuons m tunes aUow both raoeonscs and tmckmg compames 

Testimon> tc the House Merchant Manne and Fisne.-ie,, Committee Januar. 1993 
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10 bener uuhze bodi work and leisure tune, a du-ect benefii to all users of che regional transportation 
svstem. 

Environmental Effects 

.Almough diere is a general percepuon dut die pon LS a raajor source of poUueion. most du-ect 
water pollution sources have been ehmmated or ae lease reduced m recem vears. Addicionallv 
regional dredgmg operations may acmally lead to a generahzed cieanmg of the harbor, as 
contammated sediments are removed frora the environment 

Even if die port does noc unprove die quahty of die local waterwavs. u mav unprove die 
habuat for local aquanan species Throughout the Umted Stales, port facihues are quicklv bemg 
overrun by wildhfe ThLs is especially tme on die west coast. The pon does noc directiv hami 
tenestnal wildhte. and may acmally provide an enhanced habuat for underwater hfe by providmg 
areas between pihngs for fish spawiung. and for aquauc vegetation and bi-valves to grow. 

Fmally. as a result of the reduction m local tmck traffic which mav be caused bv die pon 
there may be a concunrent reduction m regional air poUution. The pon LS a major mdustnal 
enterpnse. and its cranes, yard equipmem and die ships themselves create some level of air polluuon 
This poDuuon. however, must be compared, to the negative effects on air poUucion chae would occur 
if aU of ehe commodiues currently moved mto and ouc of die region bv water were to be moved bv 
au. rail or cmck. 
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APPENDIX L 
METHODOLOGY AND ASSUMPTIONS 

The Econonuc Irapacc of che Pon Induscn begms wuh ihe dei-miiion of die mdustrv to be 
studied For the purpose ot dus analysLs. the pon mdustrv LS defined as 

1' Those fimLs providmg che major produas and semces mvolved m movm*̂  caroo 
through the Pon of New York-New Jersev and between die Pon and a domesuc 
inland destinatiorvongm 

2 The pon mdustiy onlv mcludes firms providmg semces lo cargo (The passenger 
sector was not mcluded m thLs analvsis.' " ~ 

3) Only firms located m die T-county region were mcluded. 

The methodology that was used to detemune die regional economic unpacc of this 
mdusery LS descnbed beiow. 

PIRECflMPACTS . lORSJ 

The du-ect unpacts mclude all em-ployees m finns mvolved m the movemem of waterborne 
cargo, whose jobs are direcdy related to this acuvity These are the people who can actuallv be 
coumed Du-ect jobs were detemimed for each of 13 specific mdustnes: 

Ocean Transportation « Wholesahng 
-Manne Cargo Handhng 4 Bankmg 
Local Water • Insurance 
Other Suppon ^ Freight Fonvardmg/Customs House 
Tmckmg and Warehousmg Brokerage 
InhmdRail ' • Federal Government 
'̂P''̂ ^^^ • State and Local Govemmem 

^nTranm^nannr: Duect jobs were obtamed from the Umted Seaces Depanmenc of 
Labor Employmem Senes (ES202. repon ThLs repon hsts total msured emplovee.s m che region 
(Sell employed and non-msured mdividuais ire noc mcluded: however, diere are relacivelv few 
people noe emploved by major firms workmg m chis seccor), 

.Manrji (Tarr̂ o Handluv- Duect jobs w-ere obtamed from the ES202 repon There are 
virtually no seh-eraployed mdividuais m thLs sector. Most workers are ILA longshoremen. 

U-,i;a: Water Transp<.manon Duect lob.s were obtamed trom the ES202 report There ar-
virtuahy no seh-employed mdividuais m ihLs sector. Most of these emplovees work for firms m 
the towmg and barge mdustrv. ' ^ i-ims m 



Other 2nppc>n ŝ f rv;\.-c^ Du-ect jobs were obtamed frora the ES202 repon and 
organizational membership rosters 

Tntikjn'j/f^ail/Pipdiney. Du-ecc jobs for each of these three sectors were obtamed m die 
same manner, and arc all denved from the value of cargo moved as per the foUowmg formula; 

(((87BEA"F&D>*IHM>*RPC)/OER 

where 
BEA = Bureau of Economic Analysis 

87BE.A = <7r of acommoduy s total value added m 1987 as developed by die Bur. of Econ. Anal. 
F&D = LS the total value of Foreign and Domestic Cargo 
IFLM ^ the percenc of cargo handled bv each mode (RaiiTmckTipe' 
RPC = Regional Purchasmg Coefficiene from ehe Pon .Auehoncy s 1/0 Model 
OER = Oucpui per Employee Ratio from die Pon Authonty's I/O .VIodel 

Seep by seep, the followmg calculations were performed: 

Foreign cargo staustics for 1993 were obtamed from E&Ps Strategic Information 
Division These figures are from die US Department of Commerce. Bureau ofthe Census, with 
an esumace of mtransu added by die Pon Department (Intransie cargo LS chae cargo which is 
handled m the Port but w-hich clears customs m anoeher Cuseoms Dustnct) Daea mcludes both 
tonnage (metric tonsi and value. 

^ The Pon of .Albany LS mcluded m the cuseoms disuici for New York, dierefore. this cargo 
must be removed frora thc total ThLs was done by estunaimg the percentage of total cargo by 
commodity and by du-ection ; export or unport) handled m .Albany This esumate came from die 
1̂ 92 Waterbome Commerce Siaasrics of the Umted Slates, developed by the US Army. Corps 
of Engmeers. 

^ Domestic cargo statistics were developed by commodity type, by reach (handhng 
location! and by du-ection (mbound or outbound* for all reaches m die Port Distnct. This data 
came from the 19Q2 Waterbome Commerce Statistic ;̂ o' rĥ ^ Tr^ued States, developed by the US 
Army. Corps of E.ngmeers Smce thLs data is given m shon tons, it was convened mto ra'etnc tons 
usmg die ratio (2000 lbs/2204.6 Ibs) 

^ An estunate of 1993 domestic cargo tonnage was developed by reducmg the 1992 data bv 
9.1 percent ThLs factor was based on the average annual percent change (.geornetnc average) m' 
cargo volumes for all reaches beiween 1990 and 1992. 

IS- The value of miemauonal cargo was obtamed from the U.S. Department of Commerce. 
Bureau of the Census, and the Pon Department m die same manner as tonnage. 
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The value of doraestic cargo was estunated by multiplvmg domestic tonnage bv the 
meemauonai value/eon. 

Each commoduy was assigned a Port Authontv Input-Ouepue fP.AIO code frora the 
ongmal 89 .sector pon model. 

^ Commoduy values were compUed by P.-AIO code for both unports/mbound and 
exports/oucbound 

A bndge between P.AIO code and National .Accoums input-Output > N.AIO > code was 
created. Commodity values were evenly dLstnbuied by N.AIO code m each P.AIO seccor. 

^ The cotal value m each N.AIO sector was raultiphed by die mland transportation modal 
sphi. resukmg m Uie total value handled by mode and bv direction ThLs modal percemage comes 
from die mooal distnbuuon associated widi die ongmal pon model. 

«5 The value of cargo by each mode was multiphed by die BEA margm. or die perceni of a 
cornmodiiy s value associated wuh each fomi of mland transportation. This gives total sales by 
mode, by commodity and by duecuon 

r h " ^ ' ^ '^'on'^^'"" C3lci^i,d by raultiplymg "sales by mode" widi the Regional 
Purchase Coefficient (RPC»trom tne Pon .Authonty s 170 model 

^ Employment was calculated for each mode by dividmg sales bv mode with the 
c)utput/Empioyee Ratio. 

Total Duect Employment m each sector was calcukced bv summmg emplovmem for all 
commoduies. ' 

l l M ^ l v o f e Duect ,obs m wholesahng were calculated m ehe same manner as that for the 
imctmg. Kail and Pipehne sectors wuh ehe foUowmg admsemencs: 

1' Ineransu cargo, high value goods (artworks, precious stones. ,ewelrv. and hve amraals 
were removed frora the analysLs " ' 

2 ' The total value of the remammg cargo was reduced to 67.9 percenc ThLs LS che esiunaee 
of eoeal cargo which eieher ongmaees from or is desuned eo che region. The expon value was 
reduced by 40 percenc co accoum for the fact chac noe aU expon cargo goes dirou-h che 
discnbuuon channel. " " ^ 

f ^ d ^ n ^ r ' i ^ y ^ H ' 1 ^ ^ " ^''^'^^ ' ^^ '^ ^ ^^•^> ^̂ e mdusmes which 
was aor e m 198 . Th.s surv-ey tound chat .>.2 percem of regional bankmg ,obs. and 2 8 percent of 
regional msurance lobs were related to che handhng of manne cargo, Duecc ,obs were 

A-3 



caicu.ated by multiplying total jobs frora che ES202 repon by ehe above perceneages. 

r - i i ' im forsvardimX''u.stom.^ Hmnr Rmifr^^or The same 198" survev showed diae 46.6 
percent of jobs m chLs seccor were related to die handhng of manne cargo, Agam. du-ect lobs 
were found by multiplying total jobs frora ehe ES202 repon by 46.6 pê rcenc ' 

Federal Goxemment: The foUowmg govemmeni departments were surveyed celephomcallv eo 
decenmne che number of employees whose jobs w ere dependeni on waterbome cargo: 

• US Customs Service # Environmental Protection .Aev 
• US Coast Guard 4 Food and Dmg Administrauon 
• I S .Anny Corps of Engmeers • Oiher (mc. Fish and Wildhfe. DFA. 
• L S Dept. ot Trans. .Mancune .Adnun ATF' 

(.MARAD' 

State and U^cal Govemment: The \\ aeertrone Commission and several departmems withm 
the Cuy of New York wore surveyed telephomcaUy to deteraime die number of emplovees whose 
lobs were dependent on waterbome cargo, hi addition, u was esumated that 10 jobs m vanous 
Seace and Cuy agencies were also dependeni on waterbome commerce Du-ect Poit Authonty 
lobs were obtamed by addmg an estunate of related staff depanmem lobs (approximately 5 
percent of the total staff jobs i to the headcount of the Pon Department. 

DIRECT CVIPACTS ISAlf.FS) 

For aU sectors, duect sales were estunated as the product of duecc jobs and ehe Ouepue/Emplovee 
ratios from the Port .Authonty I/O Model ' 

DIRECT IMPACTS (U AT.FSt 

For aU sectors, du-ecc wages are estunated as a produce of average regional wages from the 
ES202 report and du-ect jobs. The only exception to thLS is m the ocean transponation sector 
where $49,038 was used ThLs LS the average ofthe nauonal wages for die deep sea foreign deep 
sea domestic, coastwise and mtercoscal seccors. ES202 wages were noc ucihzed because chev did 
noc Swcm co reflece reahey m ehe mduserv 
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rNDIR£( T IMPACTS (.lORSt 

Slip I. 

Duect Outpm Impacts ŵ ere consohdaced mto N.AIO .sectors. In chLs case, chere were 10 discmct 
sectors: 

650 HX) 
6503(X) 
650400 
650600 
650701 

Rad 1 ransportation 
TmckmgAV'arehousmg 
Waterbome Transpor: 
Pipehnes 
Freight Forwardmg/CHB 

690100 - Wholesale Trades 
700100 - Bankmg 
700400 - Insurance 
780100- Federal Govemment 
7903(X) - Locai Government 

.Srn 

Each of the sectors was loaded mto the I-O model and the total unpacts were obtamed 

A cross tabulation of total unpacts rby jobs, was compUed. The lobs on the diagonal (duect lobs 
by sector! were removed for aU but the Federal and Slate Govenmiem .sectors ('these are not 
calculaeed by the model). Crossiabuiation percems were calculated based on cocal jobs. 

.Step 4 • 

The crosseabulaeion mainx was used eo ehmmace double countmg lhe direce unpacc veceor was 
deeemimed outside of the raodel LogicaUy. if aU du-ect mipaces m a seccor are mcluded m chis 
veceor. all mdu-ecc unpaccs which raay show up m che second round mn (unpacts which resuh 
from spendmg by ehe compames and mdividuais dueccly mvolved m waeerbome transportation) 
are ahcadv mcluded Based on funher dLscussion of the mdustnes. manv of these unpaccs were 
removed frora che an;ilysLS In this case: 

Waterborne Transponanon unracti relancg to me use of thts service bv anv of the other sectors This was 
removed because the direc: emplovinent figures come from ES20: and should alreadv retlect ah reeionai 
emplov-ment in this sector - 'ctiuudi 

Banking impacts related to the use of this service by Freight Forwarders and Customs House Brokers was 
removed trom the totals smce banking ,oos a.̂e calculated baseo on sur̂ •ev .research and shouic a:readv mclude 
ail bank impacts related to mternaQonai w atertoi ne trade '"-luuc 

TrucbDg. wholesale, rail and pipeline impacts related to the use of these sersices bv Freight Forwarde-wTHR 
These mnpacLs were removed from the totals smce trucking, rail, p.pehne an. wholesahne impacts are based on 
BE.A margins appaec to totai cargo values and sDouid alreadv be included for simations where the Peish-
horwarder is either the shipper, or is hiring the inland transportauon ' ' " 

ImpacLs on -ie trucboe. rail and pipehne sectors relating to purchases in the wholesale mdustr̂ • were removed 
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APPENDIX n 
THE PORT AUTHORTTY INPUT-OUTPIU MODEL 

hiput-ouepue raodeis. m general, and die Pon .Authonty-s Model m parucular. focuses on 
the meenelauonships or flows of produces becween mdusuies. The Pon .Audionty s Re '̂ional 
Input-Oucpuc Model was firse developed m 1978 and LS conunuaUv updaced eo reflece chanoec m 
the regional economy as weU as to mtegrate die results of regional studies, survevs and curtent 
regional data. 

The mathematics of dus techmques are designed to capmre the "rtpple effecLs" of changes 
m an economy. m dus case the economy of the 17-countv New York-New Jersev region Theie 
npple efiects can be illustrated as foUows: If mdusuy "A" mcreases its producuon bv $100 
miUion. It purchases additional quancieies of goods and services from odier mdustnes. To meet 
As' needs, each of • As" supplymg mdustnes mcrease dieu production, which, m turn reqmres 

additional quanuues of dieir respecuve mputs. The producers of diese mputs mcrease dieir 
output and so on resuitmg m a dommo effect du-oughoue die economy. 

The Pon Audioncy s Regional Inpuc-Outpuc Model calculates the cotal economv-wide 
sales, employmem. personal and busmess meome unpacts resuhms frora die spendmg of mdustries 
or projects m die region In addiuon. personal meome and reeail/sales lax coUection "unpacts are 
also estunated for die states of New York and New Jersey as w-eU as for New York Cuv 

At the heart of the Port .Authonty s Regional Input-Outout .Model LS a matnx of mter-
mdusuy- hows developed from the latest nauonal mput-outpuc daea assembled bv die Bureau of 
Economic AnalysLs of ehe Umted States Department of Commerce ThLs matnx'represents die 
u:ansacuons of ̂ 38 mdusuial. governmental and consumer sectors of die nauonal economv bv 
aisplaymg how each seccor m economy uses ehe oucpue of odier seccors m producmg its ow n' 
product - and to what sectors its product is evencuaUy sold. 

In order eo develop die national matrtx of mter-mdustrv flows mto the Port Authoncv's 
Regio_nal hipui-Outpuc Model coefiicienes are developed which reflect che nurchasmo pacee'ms of 
die 1 . -county- regional economy by mdicaung what share of a product consumed m the reojon is 
aceuaUy produced wiihm che region. These Regional Purchase Coefficients, developed bv'the 
Pon Authonty. are basec on data from the New York and New Jersev State Bureaus of Labor 
scaeiscics. Regional Commoduy Row Surveys. Commerce Depanmem expon staustics and odier 
mformation. 

The databases and meeractive programs required eo mn che regional mpuc-output raodel 
are stored on che Pon .Authoncy s compueers. 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

PORT Al THORITE' OF NEW YORK AND NEV. JERSEY' 

Compiamant. 

v. 

CSX TR.ANSPORTATION, INC.. AND NORFOLK. 
SOUTHERN R.A1LW A^' COMPANY' 

Defendant. 

Dockei No :'i3388 

VERIFIED ST ATEMENT OF 
THOMAS A. SCHMITZ 

I. Introduction, Purpose and Summary 

Mv name is Thomas .A Schmiez. I am a Director of the Fieldston Co.. Inc. (FCI). a 

cransponacion and energy consuhing fimi engaged in providing economic, cose, financial, 

operations and strategic planning studies, management advice and related services to our clients. 

Mv business address is Suite 500. 1800 Massachu.seus .Ave. N.W .. Washington. D.C. 20036. 

M\ resume is attached as Hxhibil T.AS 1 

1 hold a B.S. degr-e in Business .Administration from George Mason I'niversity in 

I-airfax. Va. I also have ov er 23 years experience in a v ariety of areas related to u-ansportation 

analvsis. reculaton- economics, carrier cost-of-service calculafions, and financial analysis. In my 
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present position I am responsible for business development, which includes identifying and 

resolving transportauon. supply/procurement and logistics problems for FCI clients. 

My experience in the transportation industry is quite broad and covers smdies. projects, 

negotialions and other strategic planning efforts on behalf shippers of captive and non-captive 

traffics. This work requires that 1 have a comprehensiv e and up-to-date understanding of 

rtgulaton policy, precedent, and procedures as well as techniques that railroads are employing in 

pncing competiUve and non-competitiv e traffics. .Additionally. 1 muse be involved in. and have 

knowledge of. the leading edge (or "best practices") techniques diac shippers are implemenung in 

order to respond to changing railroad pricing inieiativ es. 

For ehe mose pan. my work necessieates that I have specific know-ledge of prior railroad mergers, 

a general knowledge ofthe pubiic mteresl debate surrounding the consolidauon ofthe railroad 

industry. and an understanding ofthe impact of increasing railroad markec power in order to 

dev clop and implement a stracegic plan for my cliencs to negotiate rate and service contracts for 

thc iransportation of dieir freight. Because of my day-to-day involvement in this business. I am 

keenh avvare of that transportation rale and service elemenes are of cricical importance to 

shippers in executing a successful sales strategy in a competieive markec. 

In this proceeding. I have been retained by the Port .Authority of New York and New jersey (the 

Port .Authority ) to rev iew , and analyze the joint application to acquire Comail (hereinafter 
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refened to as the U-ansactionj. vvhich was filed by CSX. NS. and Conrail in June. 1997. The 

primary focus of my effort was devoted to smdying applicants' respective operating and 

markeiing plans and claimed public interest benefits. That is. I reviewed applicants' operating 

and markeiing evidence and resulting haffic diversion estimates, claimed cost savings associated 

with ehe new proposed service(s ) and scale economies of the acquisition, as well as capital 

invescmenl and cash flow projections for the post-transaction railroads (including the surviving 

ponion of Conrail) In addiiion. I reviewed a number of relev ant workpapers related lo cunent 

Icrminal and line-haul capacity as well as confidential and highly confidential documents and 

deposition transcripts vvhich describe the caniers' past, presene and future business relaeionships 

with the Port .Authority as well as their perspectives on competition among East coast ports. 

7 he objective of my analysis (and the purpose of my testimony) was to d'avv conclusions 

regarding the impact ot the transaction (as proposed) on service at the Port of New "I'ork New-

Jersey and on the ftiture competitiv e .status of the Port generally In light of the disastrous service 

consequences now being experienced by shippers using the Union Pacific/Southem Pacific 

Railroad (UP/SP) in the post-transaction implementation of that merger the importance of this 

objective has become even more apparent. 

^pccitically, 1 have focused on the potential impacts of the transaction on the Port's ability to 

compete for waterbome intermodal craffic. By waterbome iniermodal traffic. 1 mean traffic or 

cargoes that are loaded onto or unloaded from ocean carrier at ports located on the Atlantic 
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Ocean and the Gulf of Mexico widiin die Umted States and Canada, and move duough these 

ports to or from points beyond these ports by ocean carrier and by either tmck or rail, or by both 

tmck and rail I am specifically excluding trom my definition traffic moving lo or firom these 

ports after, or prior lo. ocean carrier movements to or from Pacific Coast ports in the United 

States or Canada. 

II. Summary Conclusions 

I have concluded that the Port .Authority can be reasonably assured that, after the expected 

start-up prohlems associated with implementing a transaction of this size and scope, line-haul 

serv ice betw een the Port and its maior markets will be enhanced in the post-transaction 

en\ ironmenl. Hovvev er. I have also concluded that neither the Port .Authority nor the Surface 

Tran.sportation Board (STB. or Board) can be assured that train operations, management, capital 

investment, and operating budgets related to switching (and other) serv ices nithin the North 

Jersey Shared .Asset .Area (N'JS.A.A) will be an efficient and effecciv e replacement for the loss of 

competitive serv ices currenlly pro\ ided hy Conrail within the Port District. Moreover, the 

post-transaction operations must accommodate the cunent and projected growth of all traffic 

(domestic and intemational I at New York "New Jersey W ich respecc eo this later point, the Port 

may well suffer a significant lessening of cneically important competition; i.e.. of Conrail as a 

geographic competitor for the inland transportation of waterbome intermodal traffic, w-ithout any 

conesponding increase in meramodal rail competition, if capacity expansion and operations ao 

noe accommodate the projected growth in that traffic. 
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On the basis of the evidence presented in the carriers'joint applicaUon. the STB caimot discharge 

ies obligaeion Co consider ehe "effece of ehe proposed Cransaction on the adequacy of 

transportation lo the public" 49 [ S C 11324(b)( I ) Thus, this lransaclion cannot be shown to 

be in the public interest Indeed, there is no operating plan which outlines the manner in vvhich 

ehe ehrec applicant carriers will uperacc vviehin the NJS.AA....an area which a smgle camer 

(Conrail) has continually strived lo "rationalize" since it was created. .Applicants' response to 

N'i'NJ-L^' unfairiy characienzes ehe Port Authority's requesl for such a service plan as 

"minutiae" and as "inappropriate micromanagement". 

It IS hardly "micromanagement" to seek the most basic information with respect to operauons 

within a vitally important and congested metropolitan area. Shippers only wish the STB had 

engaged in such "micromanagement" when approv mg the I'P SP meriier. The service problem^ 

expenenced following that transaction have resulted in substantial "hami" to the public interest 

ol shipper> receivers who have lost sales, experienced increases in car costs, have curtailed 

production, or shut down planes and or experienced an incermption in cncical supply chains amid 

ehe contusion in Houston and throughout the UP SP sy siem. I assume these honendous public 

interesl losses (and the effeci on the adequacy of transportation) will be more fully documented 

betore the Board in ils public hearing on the.se issues scheduled for October 27. 1997. The 

Board s recent decision m die instant proceeding (Decision No. 44. serv ed 10T5 97j. which 

orders the parties to supplement the record with an operating planl s) for the NJS.AA recognizes 

the importance of this data and orders its production. 

N^'NJ• 13 refers to the Port Authority M.^ion to (. ompel .Applicants to Supplemeni the Pnmary 
Application by Filing the North Jer.sey Shared .Asset .Area Operatmg Plans. 
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Hopefully the plan will demonstrale that existing service within the New york'New Jersey area 

will be replaced with strong competitors within the NJS.AA vvith well-coordinated and carefully 

considered (operations...each with the authority to ace independently. nov\ and in ehe future, to 

make appropriate decisions as the volume and natiu-e of traffic at New 'V'ork'New Jersey may 

dictace The Pon Auchoriey is concemed chae N'S and CSX have no real understanding of the 

highly complex and congested operation they will acquire in the New \'ork^'ew Jersey 

metropolitan area. 

In addition to a study ofthe proposed operation within the NJS.AA to ensiu-e adequate 

transponation. the STB should ensure that the proposed formation and govemance of the NJS.AA 

will not act as an impediment, or othervvise lessen the ability of the Port to be compeutive for 

waierbome intermodal traffic now and into the future. The Board must mitigate the loss of 

L omail (With its geographic and eompetiiive market focus, as well as its cunent ability and 

its future incentive to perform efficienc cerminai swieching operaeions at New York'New 

Jersey ) Failure to do so w ill resuit in the diversion of competieive waeerbome imermodal traffic 

and a delenoration of service for the remaining domesuc traffic These disastrous outcomes 

would result in significant hami to the Port of New York and Nevv Jersey and the regional public 

interests. 
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III. Overview of the Port Authority's Position 

The earners' joint application provides no operating plan for the NJS.AA. nor does it provide a 

pro forma income statement, balance sheet or cash flow analysis for the surviving part of 

Conrail. much less specific data for the NJS.A.A. .Although these matenals (normally required 

evidence in a major railroad financial transaction under 49 CFR 1180.9 (a), (b). and (c)) were 

specifically exempted for this filing by the STF̂  (See Decision No. 7. served .May 30. 1997). the 

Board did require lhat applicants make detailed data available to address the concems ofthe Port 

.Authority, i.e. the nature of operations in the New YorL^New Jersey Metro area, the competitive 

and economic effect of those operations, the ii A estment that applicants anticipate making in the 

area, and the level of competition following the proposed transaction 

.Although, applicants have offered a plelhv.ra of information allegedly to address these issues, 

their dala fails to .satisfy the burden of proof the Board required. Applicants have not produced 

an\ real evidence associated with the NJS.AA, to ensure (or even provide a comfort level) that 

three earners can operate efficiently within the congested area without a deterioration in the level 

of service presently provided by Conrail. Thus, it is not possible Co assess the impact of the 

iransaclion on the region generally, and on the Port Authonty's significant investments in the 

Dockside (ExpressRail) facility which handles the bulk ofthe Port's competitive waterbome 

intennodal traffic. 
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I-urthemiore. even if applicanLs' promised operatmg plan for the NJSA.A is filed later, the STB 

must ensure lhat the plan and the specific terms of die associated business'operating 

agreement.,.die Shared .Asset Operaling .Agreement (SAO.A).... enables eidier (or bodi) of die 

acquinng carriers to take appropnaie actions (at New Yore'New Jersey ) as may be necessary io 

compete tor lhe growing \x)lunies o! walerbi>me intermodal (as well as domestic) traffic. 

.Applicants' S.AO.A" appears lo permit one earner or the other to skew. block, or otherwise 

impede efficieni and -cc fiomic allocation of assels. inv estment decisions, operaling bidgets. 

and or >er\ lee design(s) and changes within the NJS.A.A changes or initiatives whxh might 

othervvise be economically consistent vvith thc projected growih of traffic at Nc\v York'New 

Jersey and ehe cunene or fucure capa>. .y conseraints. 

Hecause the proposed aequisition of Com ail clearly results in a resiniccuring of eastern railroad 

operalions and business plans, a post-transaction envronment may be created in which NS's 

economic incentiv e.-s to serv e the NJS.A.A may be much less strong than those of CSX. 

pan;.:ularl\ in the case of waterbome intemiodal traffic. .As capacity is constrained with the 

growlh ot this (and other i traffic at the Pon. NS may be incenied to divert this competitive traffic 

to Norlolk. rather Chan make capacity inv estments to handle it at New > luk New Jersey .At the 

same limc. the cunenc S.AO.A appears to permit NS (if it is .so inclined) to impede rationale 

Sfj \onh }i:rsc\ orfiatiru' arrrcnicni in Volume St, f \liib;: Ci ol the jppli.aiior 

I he hiahlv confidenlial workpapers provided by NS witness Finkbiner (NS-04-HC-00107) 
depict a substantial amount of unused capacity at NS' Hampton Roads. \ A facilities Similariy. Mr. 
Finkbiner'!< workpapers (N'S-('4-H(.'-0()I08) depict a current full capacity utilization al Conrail's North 
.krsev - c pixton ^ ard.; the location lo vvhich NS traffic to'from the Port .Authority's on dock rail facility 
(FvpressRail) is proposed to be transferred (See page I 1 of Exhibit 13. the CS.X operating plan). 
Similarly, in Mohan exhibit 8 (NS -21-HC-06221). Mr McClelian's note- demonslrales slales that NS 
must add capacitv al Croxton Yard, as well as other Neu N ork New Jersey terminals. ,A copy ofthe 
referenced workpapers are provided, for convenience, as T.AS-Exhibit 2. 
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business decisions of ils competitor CSX at New York'Mew JerseySuch a result vvould 

contravene the public interest benefits upon which this transaction is jusfified. 

IV. The Nature of Port Competition and Waterborne Intermodal Traffic and the 
Impact ô  This Transaction on the New York/New Jersey Metropolitan Area 

That porls are eompetiiive is unarguable....as is the notion that intermodal traffic is highly 

competitive and subjecl to diversion. Ocean carriers and shippers select a port based on a 

number of factors which define a port's competitiveness. .Among these are the port's access to 

competitive marine, rai! and highway costs as well as access to ; assets 'navigation charmel 

depth, labor productivity and costs, and lerminal faciiilies); key markets (sailing schedules and 

transit times and rail service); and the institutional environment (access to capital for investment, 

the pon': organizational stmcture. and the overall business environmeni). 

1 l.sioncally. when break-bulk cargo dominated I niced ScaCes import'expoit moves, the size of 

the local New ''l ork and Nev\ Jersey market vvas a significant determinant in port selection. As a 

result, the Port used to handle more than a third ofthe \ '.S. intemational waterbome cargo. 

Howe\er. with thc significant growth of containerized cargoes and the increasing use of supply 

chain logistics techniques, the size of a port's local markei no longer ensures its utilization for the 

For example, the ccmstmclion ofeapital improvements (and the definition of such improvements 
iis "severable" or "non-severable".. see S.AO.A, Volume 8C. Exhibit Ci) must bc approved bv ihe CRC 
board and each CSX and NS are to be responsible for an equal share ofthe initial funding, with final 
accounting to determine the share of each on the basis of usage (see Exhibit G, Section 6| . Upon 
arbitration, it can he detennined thai such investments not be made if they "impair or interfere with the 
use of Shared .Assets" or "conflict with capital improvements included in an approved Capital 
txpendilure Budget". 
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movement of discretionary waterbome "dirough" U-affic (intemiodal traffic). Radier, the most 

cost-effectiv e transportation route has quickly become the most influenual factor in detennimng 

port selection. As a result, the Port s markec share of container traffic has eroded over die past 

two decades, i.e. ie has increased at a rate significantly slower than the ports with vvhich it 

competes. 

Nonetheless, the decline in overall markei share al the Port has stabilized since 1990. In fact, 

the compound annual growth rate (CAGR) in all the Port's container traffic over the 1990 to 

1995 penod was 4°/o; sigmficantly higher dian the l̂ o CAGR over die period 1980-1995. The 

Pon Authonty now projects an overall CAGR of 3%-5°o over the next 10 to 15 years and a 5° o 

CAGR over the following penod to the year 2015. Moreover, the growth in waterbome 

intermodal iraffic has grown significantly faster and represents an important and growing market 

seement tor the reaion." 

The Port .Authoritv has undertaken various initiatives and inv estments in order to stabilize its 

mcuket share and to position ilself lo compete effectively for the expected growth of traffic well 

inio the nexl century In addiiion to significant and costly dredging operauons. the reactivation 

ofthe Staten Island Railroad, the re-opening ofthe Howland Hook Marine Temunal. and the 

Oak Point Link; d'C Port .Authority has worked with thc New '̂ork Shipping .Association, the 

Intemational Longshoremen's .Association, terminal operators and Conrail to increase volumes 

The growth of intermodal traffic at txpressRail was up 20%. 1996 over 1995. 
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and reduce the cost of inland cargo moves to and ft-om die Port Among these later initiatives are 

significanl capital investments in the ExpressRail Temiinal in Eilza>r;th. NJ' as well as ( onrail's 

program for die clearance ofrail routes to die west for double-stack service. 

Conrail's role in growing the di.scretionary (competitive) waterbome intermodal traffic has been 

significant. In fact, a recent study predicts that the rai! share of all Port traffic is expected to 

double (to 2()"o of total) by the year 2040. Such an increase in rail (over tmck) markei share will 

be absolutely essential in order to handle the projected growth in cargo at New York'New Jersey, 

but it vvill further strain rail terminal capacity. Because cunent capacity utilization at New 

^ ork New Jersey rail intermodal terminals is high (averaging 83%)*. die proposed business and 

marketin;: plans of CSX and NS vvill also have a criucal impact on the Port's capacity to handle 

rail shipment>. l he emphasis applicants will place on growing the North-South intennodal 

traffic that Conrail was reluctant lo handle" are expected to result in diversions from tmck to rail; 

thus the applicants' acquisition ofihis new iraffic will put it in direcl competifion for the use of 

alreadv limited ra:l intermodal lerminal capacity al New York New Jersey. 

I.xpressRail is the Port Authority's on dock rail facility which is operated by Maher lerminals. 
The S l'> million dollar expansion ofihis facilily. which is dedicaleu lo rail handling of waierbome 
mtcmiodal Iraffic, \ irtually doubled lhe port's capacity to handle such traffic 

' 1 easibililv Sludv oi'Huh Port Development" perfomied for the New ''l ork City Economic 
Developmenl Corporation, by Booz-.AlIen Hamilton Inc., daled March 20, 199" 

See \'S Mrs Lillian Borrone and, more specifically, page VH-~, ".A Strategic and Economic 
Analvsis of Changes m Rail and MarUime Competition and Implications for Nevv York'New Jersey Port 
( nnpetiliveness". pertormed by Booz-Allen Hamilton Inc.. dated March 24, 199" 

See VS of Thomas Finkbiner, pages 221-231. North-South serv ice, "changed strategy" and 
resultine diversions, the VS of Patrick Rrick. p.ige 100. et al . "Changed Strategy", as well as CSX 
wunesse> G,B Bryan's discussion of diversions due to single line service, and Darius Gaskins similar 
discussion, pages 100-105. and John .Anderson al pages 290-311. 
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Thus, as a direct resuit ofthe proposed u-ansaction. the Port could be harmed in its ability to 

compete for waterborne intermodal traffic. .As capacity is constrained at New 'I'ork'Nevv Jersey, 

either (or holh) of the acquiring camers may find it more economie to handle the competitive 

import export intermodal traffic through another port, rather than make capacity investments or 

scrv ice accomodations at New \'v rk Nevv Jersey. This result could not happen with a stams quo 

Conrail which, as a geographic rail competitor, has had cost-effective access to this waterbome 

craffic or\\y at the Port of New '^'ork 'New Jensey'* . Because the proposed acquisiuon and 

re-structunng of the Easlem rail map results in significant rail industry conceniraUon. it 

consolidates the control ol all U.S. East Coast ports under only two camers; namely CSX and 

N S i hus. the Port will suffer a loss of geographic competicon as a direcc resuh of this 

transacthin. 

Although offsetting this loss of compeiilon are polenlial benefils the Port of New York New 

Jersev eould enjoy from applicants' promised capital invostmencs in line-haul capacity 

expansions, nelwork efficiencie.s which may lower line-haul unit costs, and reduced route 

eircuitv (and hopefully , transit time) in certain iraffic lanes; the STH must nol allow Port's ability 

to compete for waterbome intermodal iraffic to be compromised by applicants' less than 

complete treatment (to date) of operations and investment within the NJS.AA. Moreover, the 

VV rule Conrail can serve Baltimore, highly ccMifidential documenls obtained from during 
discoverv (see Snow txhibu 15. CSX- HC-4;-000106 ) indicate that Baltimore had been losing 
vompciitive waterbome iniermodal traffic to the Port New ^ ork New Jersey at ExpressRail due to the 
•predaton pricing" actions of Conrail and the efficiency of Maher Temunals. Similarly. Baltimore had 
( een losing traffic to Norfolk Clearly, such data indicates that Conrail's intermodal business markeiing 
tocus was on New N orkNew Jersey, as opposed lo BaUimore (access which it uses largely for export 
coal moves) and lhat Conrail provided substantial regional and geographic compeution versus CSX at 
Baltimore or NS at Nortolk 
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STB must ensure applicants' operating plan for the proposed u-ansaction will not restrict or 

othenvise impede efficient growth of all commerce (both domestic and intemational) vvhich is 

piojected for New York'New J. sey. 

As discussed in more detail in the accompanying \'.S. of Mrs. Borrone. the Port .Authority 

supports significant economic activity. The Port serves the largest and most affluent market in 

the U.S." 17 million people and wilhm a 250 mile radius, an additional 20 million people. The 

Port supports 166.500 jobs in the region as well as $6.6 billion in salanes and wages and $19.6 

billion in sales which in lum generates S510 million in income and sales taxes. Its share ofthe 

Gross Regional Product is 3.3% and ils share of regional employment is 1.6%. Clearly these 

public interests deserve the Board's highe.st priority protection in this proceeding. 

Applicants' Proposed Transaction Anticipates Significant Changes in the 
Manner in Which Traffic is Moved to and from New York/Northern New 
Jersey. Insufficient Consideration Has Been Given to the Impact of These 
Changes on Capacity and Investment....and Resulting Service... at New 
York/New Jersey^ 

The Pon Authoricy has invested heavily in the constmction of its on-dock rail intermodal facility 

ai Dockside (ExpressRail) to handle waterbome containers lo from New ^•ork'New Jersey 

trom CO mland destinations. This investment includes the purchase of state-of-die-art loading 

equipment including straddle earners and reach stackers. By the end of 1995 the facility vvas 

operating well beyond its functional capacity. Constmction to expand thai capacity was 

completed in Januarv 1996 and doubled the Port .Authority's rail terminal capacity lo 150.000 

lifts annually . Thus, in 1997 ExpressRail will have about 130.000 container lifts....a 26% 
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increase over the 103.000 lifts in 1996. Comail participated strongly in the terminal's 

development and has been an excellent partner, along with the conlracced terminal operator. 

Maher 1 erminals who serves the facility. .Although the facility has the capability for ftirther 

expansion that could double the v olume again, the Port .Authority must be able to ensure that 

efficient and competitive serv ice vvill be av ailable to justify those investments as traffic grows, 

and that the acquiring carriers will make whatever investments and serv ice accomodations are 

necessary (on their part) in order to handle that traffic and keep the Pon competitive. 

Comail cunentiy mns two inbound and two oulbound Irains to and from ExpressRail daily 

Serv ice is prov ided lo and from the .Midwest, New England and Canada. ExpressRail loads 

direcl lo 3(t destinations daily providing second .A.M availability to Chicago. Cleveland. 

Columbus. Detroit. F. St Louis. Indianapolis. W orcester. M.A and Montreal; third .AM 

av ailability to Toronto and fourth .AM to Kansas City. Comail closely coordinates switching 

ExpressRail with Maher Temiinals. In fact. .Maher has its own switch engine that works in 

conjunction with Conrail to shift loaded and empty cars within ExpressRail and to lock 

shipments to facilieace Conrail's unloading of inbound trains as well as ehe building of outboimd 

loaded trains. Thus. Conrail has a curtent operating agreement to coordinate the operauon with 

Maher. 

When lime pemuls, ehe ewo daily inbound Uaini, may be placed by "road" crews since Che lacest 

investmenes at ExpressRail were designed to alleviate prior rail curvature that precluded direct 
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service fi-om the line-haul train Most ofthe time. Comail road trains drop ExpressRail cars in 

nearby Port Newark yard and they are placed at the facility by a local crew operating out of diat 

yard. Since there is very little room to store and switch empty cars within the facility, Conrail 

has used the imbalance of loaded inbound cars (caxrying domestic intermodal traffic) to the New 

''l ork New Jersey area lo provide additional empty cars tc supplement the opposite imbalance at 

ExpressRail. ' Therefore, additional Comail crews are dispatched dunng the day to collect 

empty cars from its Keamy, E-Rail, Croxton. and other lerminals lo supply ExpressRaifs 

demand for outbound ears. On these occassions. the yard crews may pull loaded and pre-blocked 

cars out of Expressraii and begin u> make up the nexl outbound train on a nearby track outside 

the Expressraii facilily. There is extremely limited room in the area to make up the next train. 

Conrail sometimes combines ExpressRail's train with an outbound train from E-Rail. 

I he div ision of traffic between CSX and NS throughout the NJS.AA is sure to require significant 

coordination. In fact, beyond its specific concems for its own investments and service at its 

ExpressRail facility, the issue of operaling efficiency and cosl (within the entire NJS.AA) creates 

a much broader concem for the Port .Authority in its role as protector of regional public interests. 

Specifically, confidential documenls obtained dunng discovery (numbered as CR 09 CO 000411 

Ihrough 000427 and attached Ibr convenience as TAS_ Exhibit 3) show chat Comail and CSX 

were presenting detailed mformation that prov ided economic juslification for their earlier p'an to 

merge their two rail-oad.'' independent ofthe NS. 

\\ aierbome import traffic to inland destinations far oulba'ances loaded export traffic received at 
t \pre.>sRail for subsequent waierbome movemenl. 
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The railroads' ov\n data 'as shown in those documents reproduced in T.AS_ Exhibit 3) 

demonstrace a generally accepted fact that railroad efficiency increases vvith volume, that an even 

split of volume substamially increases unit costs, and thae even an uneven spIiC will increase 

coses (buc lo a lesser extent) The referenced presentation concludes dial the division of Coru-ail's 

serv ice al Nevv York'New Jersey would be adverse to the Port's competitiveness as cost increases 

w ould eliminate margins and rates wculd increase. Moreover, train starts out of the area (and 

presumablv inbound as well) could not bc as easily staggered; leading to potential service 

deterioration and requinng more temiinal infi-astmcture investment to facilitate simultaneous 

train starts In any event, the end result of all this may be a less efficient operation which has the 

potential to adversely aflect serv ice and increase cosi and thus, impact the Port's 

competitiveness viz a viz Norfolk and other ports. 

.At ExpressRail. the split of traffic will presumably require the loading and building of two 

separale trains and ehe coordinaeed supply of empCy cars (for the loading requirements each -

CS.X and NS - may dictate) Sueh a i.iodified operalion is sure lo be much more difficult (and 

perhaps more cosily) with two camers serving the terminal; and thus, it can be potentially 

harmful to the Port's abilily lo retain (and grow) this competitive traffic The onlv detailed 

infomiation concained in the carriers' application with respect to the mamier in which 

ExpressRail vvill be switched can be found in the CSX operating plan (See Volume 3A. page 

Fieldston FieldstonCompany inc. 16 



23 1...which is also numbered as CSX-Exhibit 13. page 131) and confirmed in NS's operaling 

plan (See \'olume 3B. page 198 . vvhich is also numbered as NS-Exhibil 13. page 130). 

W hile CSX generally states that il will provide serv ice (through Conrail...as its shared asset area 

operator) unchanged from curtcni practices; it notes dial NS traffic will be transfened (again by 

Conrail) to Croxton (a y ard cunentiy operating al full capacity which has been assigned to NS)''. 

Neither CSX's nor NS's operating plans provide any specific insight as to how empties will be 

supplied lo ExpressRail or how either earner's road train: mighl directly serve the facility (a 

specifically reserved righl lhat each has under the S.AOA' " V Moreover. NS's operating plan'* 

compares present and proposed operations within the NJS.A.A and depicts both an increase and a 

change in service at E-Rail. and an increase in train suirts at Portside Yard, Specifically. NS 

propo.ses a S25 million expansion ofthe four track F-Rail facility wich a conesponding increase 

in Crains ac lhat location.'' Similariy. NS's plan indicates four Triple Crown RoadRailer trains 

will operaic daily (to from Hamsburg and .Atlanta) as opposed to the single train operating today 

between Portside and Atlanta. NS also indicates that Portside will be assigned lo the S.AA. 

See again, the highly confidential vu->rkpapers of NS's w itnesses Finkbiner and Mohan (including 
McC ellan's handwritten notes) reproduced in 7 AS-Exhibil 2 

See S.AO.A. Volume 8C . Exhibit (i . page 10...Section 3(a) (ii). 

.At NS E.xhibit 13.4 11 North Jersey, paces ll6through 132. 

E-Rail currently handles tv̂ o outbound and one inbound train dailv lo'from Chicago NS will 
amve and depart six trains daily, nvo from Atlanta and one from Harrisburg. with matching outbound 
schedules The current Chicago bound traffic at E-Rail will presumably be transferred to Croxton. and 
will additionally strain current capacity at lhat location. 
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These projected increased volimies and attendant train starts,/terminations and crew assignments 

at E-Rail and Portside. being virtually contiguous lo ExpressRail. have a tremendous potential to 

radically change already difficult operations at that facility. Outbound trains are often built near 

the Portside tracks by Conrai! today ...an operation that is likely to be compromised by 

increased I nple Crown serv ice .Moreover, independent deliv erv of CSX and NS loaded cars, 

the separate handling of empties and separate make up of outbound trains resulting from a traffic 

split at ExpressRail will likely be affected by increased trains to/from the proposed new NS 

operation at E-Rail 

Absent a more definitive operacing plan for New YorkNew Jersey, the Port .AuchonCy has good 

reason eo fear a deterioration in service and or increase in the cosl of die more inefficient 

handling of its traffic, competitive iraffic at that, which is readily divertable lo Norfolk and 

potentially other Easl and Gulf Coast Ports. The Port .Authonty's request for a detailed 

under.standing (ofthe manner in which cunent service will be replaced) is essential to its ability 

to measure the impaci of this transaction on the recovery ofeapital associated with its cunent 

(and tuture) infraslruelure investments. 

It is as unfair to charactenze die Port .Audionty's request for such an understanding as 

"minutiae", or "inappropriate micromanagement" of day-to-day operations, as it is any shippers' 

request (and necessity) lo know the manner in vvhich its facility will be served in a 

post-transaction environmeni The Port of New "l orkNew Jer.sey is no less entitled to assure 
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itself that it will not be "harmed by a lessening of compeiilon". i.e.. to know that its ciurent 

competitive transportation situahon (geographic incentives and consolidated/efficient 

single-railroad service offered by Comail) will be maintained. The Board cannot determine here 

that any "system" (and specifically line-haul) efficiencies will offset the potential public interest 

harms resulting from the split of cunent and future traffic between rail carriers at large ongin and 

destination markets such as the NJS.A.A. 

The Port .Authoncy also anticipales making nevv capital inv estments in ExpressRail in 1998 

and or beyond as necessary to accommodate the projected growth of waterbome intermodal 

commerce In order to expand the adjacent manne lermiiialls). ExpressRail vvill be forced to 

remove a number of buildings on ils property and many of the tracks aside of these 

buildings tracks lhat are cunentiy used for ehe scorage of empty cars. Replacement oflhese 

iracks and their optimal re-locaiion (as well as potential reconfiguration of lead track lo serve an 

expansion ofthe facilily) will require that the Port .Authority get assiu-ance from both carriers that 

this additional capital inv estmeni in ExpressRail will be served in maimer that will allow for the 

recovery ofeapital and an appropriate retum on that investment. .Additionally, under the current 

stmcture ofthe SAOA. to the exteni that eilher carrier would require capital investments to serve 

an increased traffic base at ExpressRail. such investments will have to pass the scmtiny of the 

CRC Board and be funded through a complex cosi allocation process....if in fact, the 

investments are approved at all. 
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The complexities associated with a determination of w hether or not such investments are 

"severable" or "non-severable" and the manner in which they would be funded, is a new and 

unique hurtle thae New York'New Jersey will face in coordinating expansion plans w ith either 

(or both) CSX and NS in the post-transaction environment Comail was successful when it 

placed a high pnority on growing this competitive intermodal business. Will CSX and NS be 

likewise incented to grow this divertable trafficl* Moreover, can Nevv York'New Jersey be 

assured that, if these carriers are lo be as competitive with one anoiher as they are positing, that 

the unined and untested S.A(3.A will nol be used as a weapon (or at least an impediment) in the 

compeiitive stmggle'̂ "' 

I inally. the Port Authority, acting in its broader role as protector of regional public interests, 

likewise has reason to be concemed regarding the failure of applicants lo produce a more 

detinitive operaling plan for the NJS.AA. One fact is indisputable, that CSX and NS intend to 

pay for their acquisition of Conrail through a growth of traffic and reduction in cost-of-service 

By V Irtual necessitv. the railroad share of iraffic must prow in che NJS.AA lo handle the 

heretofore proiected increases in domestic and intemational iraffic C^unently congested 

highways and terminal areas will , in the fuiiue. demand the volume efficiencies normally 

associated wilh rail serv ice, .Applicants' here state that their post-transaction operaline and 

marketing plans are designed lo further increase rail traffic through the introduction of single-line 

serv ice and a new focus on North-South and other traffic lanes previously shunned by Comail. 

I-urther. lestity ing al his deposition. John Snow stated that both CSX and NS understand that the 
S.AO.-X "creates the potentiality for mischief 
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All these increases in rail iraffic will create additional service and capacity (ir.vesin-.'-.nt) concems 

for all traffics moving to. from, and wiihin the cunemly congested NJSA.A. 1 he virtual absence 

of anv significant profomia inveslrnenis (beyond that ai E-Rail ( widiin the NJSAA is an 

indication that the applicants' proposed implementation ofihis transaction (assuming approval by 

-.he Board) w-as precipitous. The much maligned "aequisition premium" paid for Conrail. and the 

humedly negoUated settlement to split the canier. has created a commercial u-ansaction which 

has been on a fast U-ack ever since.'" Thus, the Port Authonty also has good reason lo fear a 

"Houston at New York" scenario. Nol only do 1 question die availability of local yard crews and 

power lo handle the increased volumes, absent a more detailed plan for die NJS.AA. 1 question 

the efficiencv of cmrent local crews widi new and more complex switching assignments (such as 

building two separate trains and separate retum of empties lo ExpressRail. increases in nearby 

1 riple (. rou-n irains. and neu iraffic al E-Rail) as well as the introduction of new "road" trains 

and crew s for other new traffic eo be mov ed Co. from, or wiehin die NJS.AA. 

W iCh hmiced terminal capacity, and close quarter track operations and limited track capacity (and 

more frequent sen. ice dismptions from increased maincenance due to die projected new craffic 

volumes), ehe careful consideracion of coordinaeed operaeions wichin che NJS.A.A will be 

excremelv onerous. There is lirle reason eo believe diaC applicanCs had. ae die time die 

With a carry ing cosl associated wuh this transaction of $2 million a day (See Journal of 
Commerce article "Ports See Threat in Remarks by NS Official" dated July 9, 199 )̂ one can assume that 
ail the "lees" were no! crossed, nor the "eyes" doned regarding the detailed implementation ofthe 
transaction on dav one. The referenced article is reproduced in Exhibit T.AS 4. 
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application vvas filed, fully assimilated all die facts of the proposed post-u-ansaction traffic levels 

inlo a well thought out operation. ..much less one or more "seamless" logistics networks vvhich 

characterize intermodal service if it is to be competitive. 

VI. Strucure and Governance of the Shared Asset Operatmg Agreement and 
the NJSAA Operating Plan 

There is no doubt in my mind lhat applicanis iniend lo manage and operale and dispatch their 

Shared Asset .Areas impartially. Further. I believe NS and CSX .ully iniend t̂ ât the constmction 

of needed "non-severable" assets lo meel capacity or operating demands should not be 

reasonably withheld, nor should ihe constmction. operation and use of any assels ("severable" or 

"non-sev erable I impair or inlerfere with the use of Shared .Assets by Comail (or each olher). 

Einally. the applicants do nol intend for any changes in operations or capital investments to 

conllicl v̂nh agreed on capital and operjiing budgets. 

Noneeheles.s, experience indicates that intentions and the reality of implementation often part 

companv. especially if applicants' inceneions are concepeual....as opposed lo an actual plan and 

managemeni focus that addresses the realities of operation. Surely, one car believe that L'P did 

not intend that ils newly acquired operations become so mired in confusion and the resultant 

reality of gridlock". Elere there is no operating plan although ils production has nov> been 

v'rdered Moreover, the Shared .Asset Operating .Agreement proposed here is imique and. as 

previously noted, untested While any anangement can work, il Well planned in advance. 
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properly coordinated in implementation, and monitored subsequently, ev en die carriers recognize 

the potemial lor proHlems. In fact. I believe that applicants' oft repeated and unenlighlemng 

re.sponses lo discovery and intenogatones regarding the division and operauon of Shared Assets 

represent strong evidence that they had not lai the time the application was filed) fully focused 

on the specific realities and requirements ol the S.AA and integration of diose significant markets 

inlo their own subsequent sysiem operating plans " I believ e the potencial for problems is 

exacerbated by the creation of a common management stmcture for the SAA's; i.e.. a General 

Manager vvith responsibility for die management, operating and cpaital budgets, supervision, 

ownership, operation, maintenance and used of die Shared .Assets subject to die audiority of die 

CR( Bo.ird • 

Indeed, the S I B has alreadv reci^gni/ed lhat a "unique situation has been shown to exist in the 

North Jersey Shared Assels .Area". (See Decision No 441 The NJS.A.A has specific iraffic. 

capacitv, intrastmceure. land. ;ind labor issue>. Moreover, che Port .AuChonly agrees widi 

applicants that these issues vvill present a mov mg target lor the acquinng carriers to 

accommodate. Overall projections of traffic growth for the NJSA.A. and wiihin specific traffic 

1 or example, see CS.\-v 1 responses io Rail-Bridge Terminals "the determination that 
(sic i would would not he operated as part on the North Jersey Shared .Assets Area was a culmination 

ot an arms lentrih bargaining process over the division of Conrail assets and was only one aspect ofthe 
neeotitation of a complex plan to divide a major rail system consisting of thousands of miles of track and 
Hundred.- ot rail tacilities" See also applicants CS.NNS 61 in which applicant responded lo a question 
reuarding the criteria lhey had used to determine SAA's . " Determining the location and scopt ofthe 
Shared .Assets Areas was the culmination of an amis length harcaininc process over thc division of 
Conrail assets" and further that the delenninalion ofthe location and scope ofthe Shared .Asset .Areas 
vsas onlv vMie aspect oflhc ncgoliaiion ot a complex plan lo du .Ie a major rail sysiem cc.isisling of 
thousands of miles of track and hundreds ofrail facilities". 

See Volume SC. Exhibit G. Section 2 and \ olume I , pages 6 through 9. 31 through 61 and 
numerous descriptions elsewhere. 

Fie idst rn Fieldston Company Inc. 2 3 



segments, will be peculiar to New York^ew Jersey. The NJSAA may be particulariy affected 

by the growth of rail Iraffic moving lo.'froni the area as a result of applicant's proposed single-line 

marketing and operating plans. Finally. NJS.A.A has a significant number of commuler 

operations that may be affected by the operations vviihin the area. .All these peculiarities are 

cause for significant individual sludy. All have the poteniial to creale significant and 

problematic operating and caplial issues. For these reasons, the details ofa specif'c operating 

plan for New York'New Jersey are necessary to ensure the proposed operation is feasible and the 

resulting impact on the adequacy of transportauon is minimal (or is likely to produce some 

enhancement). Similarly , the Shared Asset Operaling .Agreement that implements that plan may 

require a unique managemeni stmcture. budget and capital inv estment plan and approval process 

different than v\hat il proposed now. 

Thus, until such operating details and implementing agreemer.ls are filed, the Port .Authority is 

nol in a posilion lo specify- any potential mitigation it might seek to ensure effective replacement 

ofthe geographic competition and service cmrently provided by Comail. 

Fieldston Fieldston Company, Inc. 24 



VERIFICAIION 

Washington ) 

District of Columbia ) 

1. Thomas .A. Schmitz, verify under penally of perjury that the foregoing is tme 

and conect. Further. I certify that 1 am qualified and authorized lo file this 

Verified Statement. 

Executed on October 1997. 

Thomas .A. Schmitz 

Swofjn to and signed before me this / L iday of October. 1997. 

Notary Public 

;̂ /-p^lC 3c, ̂ fT' My Commission expires: 

Fieldston Fieldston Company, Inc 
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I 
RESUME OF 

THOM.\S A. SCHMITZ 

W Education 

^ George Mason Lniversity - B S , Business .\dministration - I'^Ti 

^ Work F.xperienc t 

• 1995-Present Fieldston Company. Inc. - Director Experienced transportation consultant v îth practical 
understanding of industn issues and hieJily sought after for expert testimonv in lhe areas of 
litigation support, i.e. rate cases, rail mergers and acquisitions, rail constructions and line 
crossings, abandonments, and operating analyses Regularlv advises corporate executives, 
industry associations and the financial investment community m the area of transportation and 
logistics matters Proactively involved m long-term strategic planning issues for major logistics 
operations primarily addressing organizational concems. modal alternatives and capital 
investment initiatives, rail truck barge contract rate sen ce negotiations, evaluation of existing 
contracts, and developmenl of purchasing and marketmg strategies using logistics as an '"edge." 
Applies industrv "Best Practices' to evaluate and benchmark the effectiveness ofrail 
transportation systems and works closelv with management and MIS teams to generate 
problem-solving models and reports 

* 1988-1995 interstate Commerce Commission - Chief. Section of Economic Research and Analysis - Office 
of Economics Managed a staff of 23 economists, ost and financial analysts, and engineers 
Established goals, assigned and reviewed work, developed and prepared budget, designed and 
implemented complex and sophisticated economic and financial research projecLs and reported 
conclusions Recommended ICC regulatorv polic> . and evaluated evidence m rail rate cases, 
motor camer rate undercharge cases, abandonment proceedings, mergers, and other financial 
dockets Managed the development and application ot costs and databases derived from the 
Uniform Rail Costing S_ stem (URCS) and the Rail Carload Waybill Sample 

# 1983-1988 .\. T. Kearney - Project Manager Managed project teams for this large intemational 
management consulting firm Prepared and presented proposals to clients for consultmg 
engagements (in transportation and logistics), handled client relations and billings: developed 
proiect w orkplans. timelines and budgets Supen ised m.ulti-disciplinarv staff in completion of 
work, including the development and presentation of a final repon and presentation, coordmated 
the development of long-term strategic plans for coal procurement and transportation for electric 
utilities, including the development ofa custom computerized procurement model, and proposed 
and coordinated saidies to examine competitive alternatives for rail truckbarge transportation and 
distribution ofa wide range of products 

J H"4-1983 Interstate Commerce Commission - Chief. Cost .Analysis Branch Managed and siipenised a 
stafl'of 25 cost analysts in the development, refinement and application ofthe Comriission's 
costuig formulas: i e rail, truck, barge, tank Tuck, r-.,! switching, rail car per diem, etc Supponed 
the Commission's review of "cost-basec'" rate reasonableness decisions m the pre-Staggers period, 
and developed the Commission's post-Staggers regulatory principles of "Constrained Market 
Pricing." 1 e differential pncing. Stand-alone Costs, revenue adequacy measures, and productivity-
adjusted mflation measures 

• 19-3-19-4 National Mortgage Corporation - Treasurer Comptroller. 

^ Fieldston Fieldston Company. Inc. 



Ny/NJ-16 AppencJix D 

Exiiibit TAS 4 

Fieldston Fieldston Company, Inc 



N C E 1 8 2 7 

kl of (Sominerce 
I) 'i 1 1 ' 1 'I S 1 . 0 A COPV 

•Late money 
Recipients 
l^everal candidates in iighf congressional races received 
^a rge contritJutions frorri fransporlation-relaled PACs 
"during the la'l campaign Often the contributions were 

llTiade at tne request of Democratic and Republican 
^3arty officials fioping to infuse some last-minute money 

into a ciose race 

0 Senate 
^ Senate 

Senate 
^ House 
• house 
9 House 
^ Senate 
^Senate 
^Senate 

House 
• s e n a t e 
© Senate 
9 Senate 
I^House 
^Senat r 
^Senate 

House 
•HOUSC 
^House 
ASenate 

.fliiiiSfl'̂ i'f 
PAC money 

Candidate Party/ Fall 1996 1995-96 
State ht:: i5;c Sc. ; 

Landneu, Mary L D-La i54,500 $73,000 
Brownback. Sam R-Kan. 38,993 07,293 

Strickland, Tooi* D-Colo 37,500 53,000 
Shuster, Bud R-Pa. 35,057 203,207 

Frost. Martin D-Texas 34,750 159,000 

Abercrombie, Neii D-Hawaii 28,000 98,200 
Cleland, Max D-Ga, 27,000 84,000 

Swett, Dick* D-N,H,- 26,250 39,250 

BoschwiL- Rudy* R-Minn. 25,569 44,569 
Bonier, David E. D-Mich. 25,000 138.220 
Brennan, Joseph E * D-Maine 25,000 59.000 
Bruggere, TOT-* D-Ore. 24,6J0 42.150 
HarKir, Torr- D-lowa 24,375 90.000 

Fa:io, Vic D-Calif. 24,050 112,980 

Johnson, Tirn D-S.D. 23.500 84.000 
Lightfoot, Jim Ross* R-lowa .23,500 80.500 
Oberstar, James L. D-Minn. 22,500 171,500 

Taie. Randy* R-Wash, 22,130 119,950 

Menende:, Robert 0-N.J. 22.000 82.750 

Allard, Wayne R-Colo 21,775 50,274 

2:\ \ia illegal contributions 
^iniauc coDvemng of th.e steps that foreign government-; take-
• l a k c lus a.un)U-ictnie;-; 
0 h i i i U.^-Chin:; relati'.)::^ 

to commumcatc their views . oth
er parts of llie plan ciirect actior. 
:h.!' .Ht illegal under U.S. lau " 

'p to now, charge 
N'.i;r.i."\ h;r.' bi-r 

,• ( rsiru 

-.:. i.t .'.s; 
I . , invc-. 

Ports see 
threat in 
remarks by 
NS official 
Co7}nncnts hint at retnlintion for 
seekmg longer Conrail revie'iv 

• .\^orfolk Southern's Thomas R. 
Finkbiner reminded a .Vor//; .Atlantic 
port.s. group tha: :n:c-n:odai traffic can 
hr diveried frorri one port to another. 

HV w i l l l.A.VI ROBI RT.S 

I O u F s \ I (1 i ( II ;̂ f h 1 [ s T * I I 

W.ASHIXGTON — Blunt remarks b\ a Norfolk 
Southern Corp railroad executive are producing 
a stiff backlash from pons and politicians who 
fear the breakup of Conrail won t deliver on 
promises of increased competition 

Speaking to the- North Atlantic Port Associa
tion at Its annual meeting lune 5. Thomas K 
}-u\khiner a i^Jorfolk Southern v-ice president, 
said tlic group's decision not to support a quick 
review bv ledeiaJ regulators would cos; NS and 
CSX Corp. S200 million ir; finajice expenses on 
thc money n borro-vved to complete the deal 

NS and CSX have been telling customers they 
should welconu tiieii plan to split up Conraii 
Pons have been smai'dng for more than 25 years 
under Conrail s practical monopoly of Northeast 
treighl traffic. If the Conrail breeikup plan is ap
proved bv llie Surface Transponation Board N-̂  
and CSX would t̂ - •::• ma]or raiiroad^ i : . 
th« ta- i 

riKOinei 
• d'uw: 

;.ipec! puoli'. (ui . i i iu ' i i i -
.:;:t >M,)r..i! criiici^:;. i,;rth'. 



^ ! . . i e d San ; 
Wivestigator I 

•o.ooo. i 
Mme came ! 
J f i i t t 'wa te r ' 
^ i o n be- i 
• v - i t h peo j 

Sh. includ- j 
ey Wrigh-
' attoriie\ 

• e l l 
•^as been j 
J of hun- I 
^dollars to • 
• c a l allie.-, 
0 House. 

# prior to 1 
(-•a lo tax I 

• in 199-1. I 

S he was ' 
92 cam- ! 
- of thc I 

• relation- I 
0 . en , I 
contacted , 

of De i 
• 3 7 , who ; 
^ r t e r s in 
^ v l i v Mr ; 
" o were i 
• ^ to the 
^ ' d ano 

• v . w i l l 
• consist 
• Huffs 
— Hurling. 
• 150,000 
• i m o K' 

i<ji> IIIC accord concluded that 
i .ternationaJ organized crime is 
posing significant problems for 
thr TIR 

Thc expens said common vi-

Closer consultations berween 
customs authorities, the trans
port industrv and insurance 
groups, will also be a priorirv-
for thc board 

• L li.aii ou uL-vcioping coun
tries that WiU help overcome 
bonlciiecks and reduce prob
lems such as unauthorized 
checking of goods while in 
transit 

Contmued from Page 

Finkbiner 
emphasized to port official, 
that intermodal traffic -— ocean 
containers and truck trailer., 
nat move by rail — can bc di

verted from one port to anoth 
er. 

A transcript of Mr. I-inkbi-
net's remarks was obtained by 
Thc Journal of Commerce and 
verified by the port association 

Complains about letter 

nan al 
V wa-' 

In his comments, .Mr. 
Finkbiner complained angriJv of 
a letter by the port association 
to the transponation board In 
that letter, the port group 
pressed for assurances that 
ejch pon would get service 
from botli N'S and CSX, Tiie 
letter did not suppon NS re
quest for a 250-dav regulatorv 
review timetable Instead, the 
board ultimately agreed to a 
350-day review schedule 

"Let me tell vou what the 
cost of this (thc additional 100 
day^. I.S." he told thf associa
tion .N'S iind CSX lu- <aid, art 
collect!-.el-, payms a:;o..- S"? 
miliior. a vear in interest or rhr 
nionc\' boriowcj to bv.\ • < • 

rail 

"Now we ask for vour sup
pon, and we ask for'expedited 
handling of that suppon — 2.S0 
days instead of 350 days," Mt. 
Finkbiner said "you didn't gi.e 
that suppon, and we didn't get 
it. and that wiJJ cost us 100 
days times $2 million a day." 

Seeking investment 

Despite the added expense. 
Mr. Finkbiner complained, 
pons have asked NS to invest 
more in rail servnce at their fa
cilities 

"Everv' one of you individual 
pons that I have had meetings 
with have come with hat in 
hand and a list of things you 
would like me to spend money 
vvith your pon,' he said. • ' 

"Vou wTite to the STB and 
you say, 'We can't suppon this 
unless all these nitpicking little 
things, which are pohticallv 
correct and practically incoher
ent, are going to happen,' " Mr. 
Finkbiner said, 

"Quite frankly, I've got to tell 
you that we are human beings 
on rhe railroad and we know 
who supported us and we 
know who didn t, and if you 

••• ' ' -.rc go::..; t. 
lor^.t , are cr<izv he 

ly publishes a transcript o' the 
proceedings of its annual ineet-
ings. 

Mr. Finkbiner's statements 
angered several other pon rep
resentatives wh(j were at the 
meeting, according to some 
who were present. 

'A tad aggravated" 

•'He was just a tad 
aggravated and a little conde 
scending in the wav he made 
those remarks," said Jeffrey W. 
Monroe, depur>- port director 
for the Massachusetts Pon Au
thonty in Boston. 

I 
lines-

ha-̂  

commissioner 

•MI Pottle, an executive witi: 
On-Line Software also urged 
tiic pon to build on its recent 
success attraciinp Sunmar 
Container Lines winch 
operates a service to the 
Russian Far East 

He said the coiitaine.- crane^ 
and other infrastructure tiie 
pon has put m operation for 
Sunma.- and its sister companv 
Sunmar Terminals could be 
used to lure othei shippinr 
tnl'^Ines^ 

Ir. a release, he saici t.he 
regional ai.'pon could be buii: 
in'p ar alt-'rT\iii\T v. .Sea-Tac 
International i . i : ,r.-- aw.r, 

1 ) i i P ( ) n t D i r k ' . I I i:-Tii?'r 

Legal review 

; To some. .Mr, Finkbiner s 
remarks came across as an im
plicit threat He so angered 
representatives of the Pon Au
tliontv of New 'iork end New 
lerse\- that the transcript was 
sent to a Washington lav. firm 
for legal review 

I think the comments speak 
for themselves I tliink it was a 
verv UDtortunate choice ot 
words or. his pan.' said Hugh 
Welsh, depurv general counsel 
for tJic pon autho.irv "What he 
is really saying is that there is 
no traffic that is capnve to an\ 
port i; IS subject to diversion ' 

.Mr I'lnkbmcr's comments 
caugr.- the attention of a .Nevv 
lersev congressmar. who ii.:s 
I'--"--- •'•' . - . t . t o r \ev\ \o:. 

Rep Menendez said he i-, 
taking the com.ments ven," se.i-
ously. The issue of competitive 
intermodal access to New Jer
sey's cargo terminals ' will dic
tate whether or not we survive 
into the next centur>'," he said. 

The congressman said he 
thinks Mr Finkbiner's speech 
"certainly raises a lot of legiti
mate quesuons about what is 
the imphcation of the re
marks . . . as w-c continue to 
iook at thc concentration of a 
number of railroads and the 
grov\-th of what I consider to be 
nea: monopolv powe: 

Rep Menendez said hc is 
concerned that Norfolk 
Southerns management had 
become so insulated that they 

can make a statement like that 
and actually carry it out." | 

"We've been looking at the i 
legal aspects of this and won- ' 
denng what's the best wav to 
pursue tius.' Rep Menendez 
said, adding that he is consid
ering whether, in addition to 
seeking official clarification 
from Mr Fmkbiner, to ask die 
Justice Depanmeii! and the 
STR tn review the comments. 

Window of o p p r r t u n i t y ' 
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Pacific Mar 

I ' l a verihec statement 
contained in Norfolk Southern's 
voluminous filings to the board 
Mr Ijnkbiiier assert-; tiia; t.'i. 
breakup of Conraii wouid im 
prove competitive acies^ m-
port' i:-. t.l;.- N(,rtlu\«.si 

As a resu! 
schedules wi 
sels that she 
ished .Mondi 

LAXT is a 
that include-
pant^ u: th. 
Equit-. hold 
o: Lo- .Ang' 
panic- an;J 



9- '"IS (tne additional 100 
^s.' is.' he told the associa-
^ NS and CSX. he said, are 
•"ctivelv paying about $700 
• o n a year in interest on the 
alley borrowed to buv Cori-

^missioner 

• ; Pottle an executive with 
^ i n e Software, also urged 

to build on its recent 
• ss attracting Sunmar 
|[ainer Lines, whicfi 
iates a service to tlie 
?ian Far Last. 

y said the container cranes 
Eitiier infrastructure the 
Iha.̂  put in operation for 
)iar and its sister company, 
ar I erminals could be 
to lure other shipping 

iCSS 

on uie rauroad, and we knou 
who supported us and wc 
know who didn't, and if you 
think any of u.i arc going to 
forget that, you are crazv.' he 
said 

Legal review 

a release he said the 
iial airpon could be built 
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ational, 120 miles awav 

•ont picks partner 
Jts import lofnstics 

^LADELPHIA - E.I. du 
de Nemours &• ( o. cho.-,e 

"nteriiatioiial Inc. a? its 
• ^ seiTices partner for 
0 and projecl semces, 

• ' . cf Pliiladelphia. has 
^ t e d the coordinatior". of 

.logistics operations for 
• : sincp 1973 and this 
• -
A maser i.i. • 
^ • ,,• : liuane: 
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#i.qi'.' source supplier.' 
Stuart Blanton 

• 's manager of 
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To some, Mr. Finkbiner's 
remarks came across as an im.-
plicit threat He so angered 
representatives of tlie Pon Au
thonty of New York and New 
lersey that the transcript was 
sent to a Washington law firm 
for legal review. 

"1 think the comments speak 
for themselves I think it was a 
very unfortunate choice of 
words on his part," said Hugh 
Welsh, deputy general counsel 
for the port authonty "What he 
is really saying is that there is 
no traffic that is captive to anv 
port It is subject to diversion ' 

Mr. Finkbiner's comments 
caught the attention of a Nev 
Jersey congressman who has 
been an advocate for New 'i'ori, 
port interests 

I " I am seriously disturbed bv 
i hi^ comments," Rep Bob .Me-
I nendez D-N.J., said in a tele-
I phone interview. 'A cold read

ing of his comments would 
lead you to believe liiat there 
clearly was a threat, that vou re 
nut going to get thc kind of ac-

; cess to yout port that voi; 
wanted' 

' Contacted bv telepiiune 
; Monday. .Mr. Fmkbiner said he 

did not mean to tlireatei. ; • 
• ' ' • • '^'it \ u r i i ' . . -^ t jd : . ; ! , 

; -; ::. >upponmg .NS merg-
c; application before the boarc 

' It's not a tlirc,:- ' 1;. s.::,: 
"VVe didn't S;H,, : ; . 
not to serve {.e...p;.. u: t 
threaten people 

Upon hearing portions of the 
transcript read back to him .Mr 
Finkbiner said he did not rccai; 
making some of the most con
troversial remarks .Although he 
dovvTiplayed his comments the 
underiv-ing issue of rail compe 
tition in the Northeast goes tr 
thc hean of what the board 
mus: rule upon in the Conrai. 
merger 

me per- a^-uciation regular-

look at the concentrauon of a j W 3 . 1 1 C 
number of railroads and the ' 
growTh of what 1 consider to be 
near-monopoly power ' 

Rep. Menendez said he is 
concerned that .Norfolk 
Southern's management had 
"become so insulated that they 
can make a statement like that 
and actually carr>' it out ' 

"We've been looking at the 
legal aspects of this and won-
dering what's the best way to 
pursue this," Rep. Menendez 
said, adding that he is consid
ering whether, in addition to 
seeking official clarification 
from Mr. Finkbiner, to ask the 
Justice Department and the 
STB to reviev̂ • the com.ments 

als," refused assignmen 
both ports 

/oc Francis, manager t 
cific Container Terminal, 
250 longshore positions 
179 marine clerk position 
not fiU because of the 
shortage. 

"Window of opportunity 

In a verified statement 
contained in Norfolk Soutliem's 
voluminous filings to the board, 
Mr Finkbiner asserts that the 
breakup of Conrail would im
prove competitive access for 
ports in iJie Nonheast. 

"^--r the first time since 
Co.. was formed in 1976, 
raii competition v\ili be intro
duced by this transaction into 
major markets now served only 
by Conraii, including the Nevv 
Vork metropolitan area This 
transaction creates a window of 
opportunity to correct thi'̂  seri
ous anti-competiti-ce deficiency, 
which has existed in the .North
east for two decades ' Mr Fin-• 

'// -d'as veiy costly.' 

Joseph Miniace 

President 

Pacific Maritime Associa 

As a result, intermodal 
schedules were missed and 
sels that should have been 
ished Monday were not. 

LAXT is a unique partner 
that includes dozens of pai 
pants in the coal expon cl 
Equity holders include the 
of Los Angeles, U S, coal c 
panies and railroads, Japai 
bulk carriers and the Japai 
utility companies that will 
port the coal. 

The terminal, which 
have an annual export capi-
of 10 million tons, is virtu 
complete. It recentlv rece: 
its first test shipment of c 
and is scheduled to bi 
building stockpiles in prep; 
tion for thc first vessel caii 
October, 

Anti-union charges 

caii-- I J : introducing two-rau
road serv-ice m .New York and 
replacing current Conraii ser.-
ice v.-ith NS at Philadelphia and 
Baltimore to give pons rail-to 
rail compeunon Nothing r-: 
changed directiy at Bosto:. 
where CSX is taking over Con
rail's intermodal operations ,NS 
can only serve Boston if i : ne
gotiates an agreement v\-ith 
Guilford Transponation Indus 
tries a small carrier that cu: 
rentlv serves Boston 

W'atsor. ir. 1 
t\: :o tiii.s repo-. 

The ILWi; IS upset beca 
L\XJ hired Savage Industr 

j of Salt Lake Cirv to perform. • 
: backland work where coal 
I dumped from trains. The IL\ 
, charges that Savage is an ai 
I union company because it ki 
I ed out the International Bro-

erhood of Teamsters when 
took over a trucking operat; 
in the harbor severa] vears a 

Pacific Carbon Services i 
companv formed bv Sa-.-age 
perform the backland work . 
hire about 50 persons ". 
companv said those work 
can vote to affiliate with t 

'6* 
'3A 

Can 



CERTIFICATE OF SERVICE 

I , Paul M. Donovan, c e r t i f y t h a t on October 21, 1997, I caused 

to be served by hand on Applicants' counsel four copies of each of 

the Public, Confidential and Highly Confidential Versions of NY/NJ-

14, 15, and 16. I also caused to be served by f i r s t class mail on 

a l l other p a r t i e s on the Service l i s t , according t o t h e i r 

respective c o n f i d e n t i a l i t y status, copies of the same docuinents. 

Paul M. Donovan 
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TRANSPORTATION - COMMUNICATIONS 
INTERNATIONAL U.y/ON 

Al-L C/O, LLC 

LEGAL DEPARTMENI^-: 

VIA HAND DELIVERY 

199' 

ROBERTA SCARDfilfrr; 

.MITCHELL M KRAUS 

CHRISTOPHER J. TULLY 

iMr. Vernon A. Williams, Secretary 
Case Control Branch 
ATTN: STB Finance Docket No. 3 33 88 
Surface Transportation Board 
1925 K Street, NW 
Washington, DC 20423-0001 

Re: F..nance Docket No. 33388, CSX Corporation and CSX 
Transportation, Inc., Norfolk Southern Corporation 
and Norfolk Southern Railway Compan/ -- Control and 
Operating Leases/Agreements - - Conrail Inc. and 
Consolidated Rail Corporation 

Dear Kr. Williams 

o r i g i n a l and twenty-five copies 
I n t e r n a t i o n a l Union's Comments 

of 
to 

Enclosed please f i n d an 
Transportation•Communications 
Proposed Railroad Control and Operating Leases/Agreerrents 
A p p l i c a t i o n (TCU-6) , V e r i f i e d Statement of Thomas R. Roth (TCU-7,) , 
V e r i f i e d Statement of Joel M. Parker (TCU-8) , V e r i f i e d Statement of 
Richard A. Johnson (TCU-9) and C e r t i f i c a t e of Service iTCU-lC) i n 
the above-captioned matter. 

Also enclosed are two 3.5-inch IbiM compatible floppy disks 
containing the above documentr. 

Thank you f o r your a t t e n t i o n to r h i s matter. 

Very t r u l y yours, 

M i t c h e l l M. Kraus •̂ '««Uf> 
General Counael 

MMK:fm 
Enclosures 
CC: The Honorable Jacob Leventhal 

n p ' - ^ o - De ^- (rifjr Servir«= I , i s t ' ' 
01 

3 Reseorch Place • Rockv,//e, MD 20850 • (30) j 948-4910 • FAX (30Jj 330-7662 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Frriance Docket No. 33388 

csx CORPORATION AND CSX TPANSPORTATION, INC. V' 
NORFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANx \ 

-- CONTROL AND OPERATING LEASES/AGREEMENTS 

is:.'J' 
J0 

CONRAIL, INC. AND CONSOLIDATED RAIL CORPORATION — it~n^ 
TRANSFER OF RAILROAD LINE BY NORFOLK SOUTHERN ' ^'^ 
RAILWAY COMPANY TO CSX TRANSPORTATION, INC. x 

CERTIFICATE OF SERVICE OF MITCHELL M. KRAI 

I \ \ . ^ - ^ 

I herebv c e r t i f y t h a t cn t h i s 21s-.. day of Oc\ci^er, rffkjt^'^ 

Union's (!?̂ (rô l>en&'̂  ta< 

R a i l r o a d C o n t r o l and Oper a t i n g Leases/Agr^ew«4n^*W^ 

Tr a n s p o r t a t ion•Communicat ions I n t e r n a t i o n ? 

Proposed 

A p p l i c a t i o n (TCU-6), V e r i f i e d Statement of Thomas R. Roth {TCU-7), 

V e r i f i e d Statement of J o e l M. Parker (TCU-8), V e r i f i e d Statement of 

Richard A. Johnson (TCU-9), was served by hand d e l i v e r y on the 

p a r t i e s i d e n t i f i e d below and by f i r s t - c l a s s m a i l , postage p r e p a i d , 

on a i l P a r t i e s of Record :n the above - capt i o r e d matter and upon 

A d m i n i s t r a t i v e Law Judge Jacob Leventhal. 

Dennis G. Lyons 
Arnold & P o r t e r 
555 - 12th S t r e e t , N̂v' 
Washmciton, DC 20004 -1202 

Samuel M. Sipe 
Steptoe & Johnson L.L.P. 
13 30 Connecticut Avenue, NW 
Washington, DC 20036-1795 

Rich: r d A . Al l e n 
Zuckert Scoutt & Rasenberger, L.L.P. 
888 - 17th S t r e e t , NW, S u i t e 600 
Washington, DC 20006-3939 

r r i "•n.f 



Paul A. Cunningham 
Harkino Cunningham 
1300 - 19th S t r e e t , NW, 
Washington, DC 20036 

S u i t e 600 

M i t c h e l l M. Kraus 
General Counsel 
Transportation•Communications 
I n t e r n a t i o n a l Union 

3 Research Place 
R o c k v i l l e , MD 20850 
(301) 948-4910 

Dated: October 21, 1997 
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ATMC-2 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

WASHINGTON, D.C. 

CSX CORPORATION AND CSX 
TRANSPORTATION, INC., NORFOLK 
SOUTHERN CORPORATION ANO 
NORFOLK SOUTHERN RAILWAY 
COMPANY-CONTROL AND OPERATiNG 
LEASES/AGREEMENTS- CONRAIL 
INC. AND CONSOLIDATED RAIL 
CORPORATION 

STh Finance Docket No. 33388 

ARGUMENT OF 
A. T. MASSEY COAL COMPANY, INC., ET AL. 

IN SUPPORT OF REQUEST FOR 
IMPOSITION OF CONDITIONS 

In Q^X Corporation and CSX Transoortation. Inc.. Norfolk Southern Corporation and 
Norfolk Southern Railwav Company-Control and Qperatino Leases/Agreements- Conrail 
Inc. and Consolidated Rail Corp.. ST3 Finance Docket No. 33388, approval is sooght for 
dividing the assets of Conrail, Inc., and its subsidiaries, including Consolidated Rail 
Corporation, referred to collectively as "Conrail." The application proposes that the Conrail 
assets be divided between Norfolk Southern Corporation and its subsidiaries including 
Norfolk Southern Railway Company, which will be collectively referred to as "NS," and CSX 
Corporation and its subsidiaries including CSX Transportation, Inc., which will be 
collectively referred to as "CSX." 

A. T. Massey Coal Company, Inc. ("Massey"), timely filed its Notice of Intent to 
Participate in this proceeding individually as well as cn behalf of certain named subsidiaries. 
The subsidiaries named in the notice of intent were the following: 

Bandytown Coal Company 
Central West Virginia Energy Company 
Eagle Energy, Inc. 
Elk Run Coal Company, Inc. 
GoaL Coal Company 
Green Valley Coal Company 
Hillsboro Coal Company 
Independence Coal Company,Inc. 
Knox Creek Coal Corporation 
Long Fork Coal Company 
Marfork Coal Company, Inc. 



Martin County Coal Corporation 
A.T. Massby Coal Company, Inc. 
Massey Coal Sales Company, Inc. 
New Ridge Mining Company 
Omar Mining Company 
Peerless Eagle Coal Co. 
Performance Coal Company 
Rawl Sales & Processing Co. 
Sidney Coal Company, Inc. 
Stirrat Coal Company 
Stone Mining Company 
Tennessee Consolidated Coal Company 
United Coal Company 
Vantage Mining Company 
Vesta Mining Comp.>ny 
Wellmore Coal Corporation 

Power Mountain Coal Company and Spartan Mining Company were recently formed to 
develop properties acquir'id b-, Massey earlier this month, and also join in the Massey 
presentation to the Sutf ice Transportation Board (STB). In this argument, reference to 
Massey will include all ot its subsidiaries named previously, unless otherwise specified. 

Massey is one of the five largest marketers of coal in the Unite: States. Until earlier 
this year Massey was the largest coal shipper on both CSX and NS, and is now the second 
largest such shipper, following a merger involving Massey competitors. The accompanying 
Verified Statement uf A. T. Massey Coal Company, Inc., ATMC-3, gives specific data to 
support this assertion. 

Massey's concern relates to how its own competitive position will be affected by the 
proposals contained in the application in the above-styled proceeding. The application itself 
(' Application") at pages 4 and 5 shows the reason for that concern: 

CSX and NS have agreed that certain areas will be served bv both of them, 
including the three "Shared Assets Areas" of South Jersey/Philadelphia, 
North Jersey and Detroit, as well as the coal fields served bv the former 
Monongahela Railroad and the Ashtabula, Ohio dock facility. Numerous 
shippers in these areas will have access to dual rail service for the first time 
since the creation of Conrail. CSX and NS will compete aggressively for 
automotive traffic moving from Detroit to Baltimore, Philadelphia and New 
York, for coal moving off the former Monongahela Railroad and for coal 
moving to the Ashtabula Dock facility for subsequent lake movement, 
(emphasis added] 
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As stated in the accompanying verified statement of Massey, ATMC-3, Massey has 
major competitors located on the former Monongahela Railroad ("MGA") who will enjoy rail 
rates set by intramodal rail competition following the reallocation of Conrail assets. 
Presently, neither Massey nor its MGA competitors enjoy intramodal rail competition for 
their traffic. 

Following consummation of the transaction proposed in the Application, Massey is 
quite concerned that its competitive position may be significantly degraded with respect to 
its MGA competitors. Considerable adverse effect could be experienced by Massey. 
Despite this, Massey is in favor of the proposed transaction, since it will produce more 
single-line service than has ever existed for the movement of Massey's coal. 

But service is only one factor in the transportation equation. Another, and one which 
frequently is determinative of Massey's ability to sell its coal, is freight cost. It is the per 
ton delivered price of coal which is ultimately the important number. If the price is too high, 
the coal can't be sold. 

Railroad pricing policy generally has been to charge what the market will bear - and 
that refers nfl i to the coal market, but to the transportation market. That being the case, 
it is clear that the coal producers on the MGA will receive better rates than they presently 
get. Indeed, NS and CSX each state in no uncet'ain terms that they will compete strongly 
for the MGA coal traffic, with the result bjing lower freight rates than at present. The 
verified statement' of James McClellan, Vice President - Strategic Planning of NS, Vol. 
I, p. 514, confirms this: 

Shared Assets Areas. In some major areas - Northern New Jersey, Southern 
New Jersey, most of Philadelphia and the CR lines in Detroit - separation of 
trackage between NS and CSX was not feasible or was not acceptable to NS 
or CSX. Therefore, these markets will be i i Shared Assets Areas, with both 
CSX and NS having access to all customers within each. The Monongahela 
coal region in southwestern Pennsylvania presents a similar situation. 
Because virtuallv all Monongahela traffic is coal movinq in full trainloads. 
under NS operation with full CSX access via trackage righls. both will serve 
all customers directly, in a position of eoualitv. (emphasis addedl 

CSX also acknowledges competition and hence lower rates for the MGA coal shippers, as 
evidenced by the verified statement of John Q. Anderson, its Executive Vice President, 
Sales and Marketing, Vol. 2A, p. 275 et seg. 

' Citation to a verified statement submitted with the Application will be to a volume of the 
Application and page number therein; e.g.. Vol. I, p. 1. 
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While it is clear that the MGA coal shippers wiil very much enjoy their new 
intramodal rail competition post consummation, it is not at all clear that Massey will be so 
favorably affected. Despite the discussions in various verified statements of Applicants 
which attempt to equate the two-carrier competitive structure of eastern railroads to area-
wide competition, it remains to be seen how this will play out for coal shippers not actually 
served by two railroads. If rail competition is indeed enjoyed by fll! coal shippers, then that 
will be well and good. But it is the nagging possibility that this will not happen which has 
caused Massey to bring its concerns to the STB. 

The remedy that Massey suggests is a mild one, tailored as closely as possible to 
cover the situation without unduly imposing on the post-consummation prerogatives of the 
Applicants. Massey assumes that the Application will ultimately be granted, albeit with 
appropriate conditions. Massey wants the STB to hold oversight proceedings during a ten 
year period following consummation of the division of Conrail in order to allow problems 
that crop up to be addressed. 

F c the first several years, the proceedings should be held annually. For example, 
annual proceedings could be conducted beginning on each anniversary of consummation for 
four years and then biennially or at such intervals as the STB, in its discretion, may find 
useful TKo r«^..lt^ in Union Pacific Cnrn.. Union Pacific Railroad Co. f>n<j Missogn P9Cif'C 
Railroad Co.-Cff"trr' and Merger-Southern Pacific Rail Corp.. Southgrn Pagif'C 
Transoortation Co . St. Louis Sr^nthwestem Railwav C c . SPCSl Cofl). fln(j Thg Qgnvgr gnj 
Rin Grande Western Railroad Co.. Finance Docket No. 32760, indicate that it is wise not 
to take dt face value what applicants say in a proceeding that involves unknown and 
unknowable consequences at the time approval is given. In that matter, oversight 
proceedings have been prescribed for a five year period. Based on grave service 
deficiencies and other problems that have arisen, oversight is definitely needed. How much 
more oversight will be needed in connection with the Conrail dismemberment awaits the 
judgment of time. 

Accordingly, in view of the facts currently known to Massey. adoption of conditions 
for approving the application in conformance with the following precepts is requested: 

1. In view of the great uncertainty and significant problems that could develop 
following the division of Conrail assets, oversight proceedings should be 
conducted following consummation. 

2. Oversight proceedings should be conducted over a ten year period, no less 
often than annually for the first several years and then at such intervals as 
experience warrants. 

3. Because of the consequences that will flow from consummation, the Board 
should reserve continuing jurisdiction to impose such conditions as future 
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facts end circumstances may warrant, in order to correct problems as and if 
they occur. 

4. Should it become apparent after consummation that Massey's competitive 
position has suffered with respect to its competitors who will have 
competitive rail service following consummation, then Massey should be 
granted leave to seek rhe imposition of competitive access or other 
conditions in the oversight proceedings to remedy any substantial harm that 
may be done to Massey's relative competitive position as a result of changed 
rail service. 

Imposition of conditions based on the foregoing standards will encourage fair 
treatment of Massey. The mere existence of such conditions will tend to negate the need 
to invoke the help of the STB. But without such conditions and the possible imposition of 
appropriate sanctions, raiiro jd pricing practices may adversely affect Massey's competitive 
position in the post-consummation future. 

Respectfully submitted, 

A. T. "/assey Coal Company, Inc., 
and Named Subsidiaries 

WillianyP. Jacksor 
Their Attorney 
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CERTIFICATE OF SERVICE 

I, William P. Jackson, Jr., hereby certify that on ihis 21st day of October. 1997. I 

have served a copy of the foregoing Argument of A. T. Massey, Inc., in Support of Request 

for Imposition of Conditions upon all parties of record in this proceeding, by first class mail, 

postage prepaid. 

William P^ackson, Jr. » 
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TRANSPORTATION • COMMUNICATIONS 
INTERNATIONAL UNION 

LEGAL DEPARTMENT^-
>c7 > 
' October 2 1 , 199-^ 

,U\L , 

ROBERT A SCARDELLETTI 

MilCHELL M KRAUS 

CHRISTOPHER J TULLY 

VIA HAND DELIVERY 

Mr. Vernon A. Williams, Secretary 
Case Control Branch 
ATTN: STB Finance Docket No. 33388 
Surface Transportation Board 
1925 K St r e e t , NW 
Washington, DC 20423-0001 

Re: Finance Docket No. 33388, CSX Corporation and CSX 
Transportation, Inc., Norfolk Southern Corporation 
and Norfolk Southern Railwa-y- Company - Control and 
Operating Leases,'Agreements -- Conrail Inc. and 
Consolidated Rail Corporation 

Dear Mr. Williams: 

Enclosed please f i n d an o r i g i n a l and twenty-five copies of 
Transportation-Communications I n t e r n a t i o n a l Union's Comments to 
Proposed Railroad Control and Operating Leases/Agreements 
A p p l i c a t i o n (TCU-6) , V e r i f i e d Statement of Thomas R. Roth (TC'J-7) , 
V e r i f i e d Statement of Joel M. Parker (TCU-8), V e r i f i e d Statement of 
Richard A. Johnson (TCU-9) and C e r t i f i c a t e of Service (TCU-10' i n 
the acove - capt ioned miatter. 

Also enclosed are two 3.5-inch IBM compatible floppy disks 
containing the above docy^smstt^ • 

Thank yOvr' tor^Q\ui «t̂ '̂?itio)̂ ^ to t h i s matter. 

^ \ 7 ^ ^^ '̂ \̂ ̂ ^^^ -'Uly yours, 

M i t c h e l l M. Kraus 
General Counsel 

\ 

MMK:fm 
Enclosures 
CC: The Honorable Jacob Leventhal 

.All pj'''- 1̂.= of Reco'̂ 'i '-i<»r .Serv'cr-

3 Research Ploce • Rockvi/le, MD 10850 • (301 j 948-4910 • FAX (30? j 330-7662 
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SURFACE TRANSPORTATION BOAI^J^^^ L r C ^ 

FINANCE DOCKET NO. 333»j 

CSX CORPORATION AND CSX TRANSPORTATION, I 
NORFOLK SOUTHER CORPORATION AND 

NORFOLK SOUTHERN RAILWAY COMPANY-
CONTROL AND OPERATING LEASES/AGREEMENTS-

CONRAIL INC. AND CONSOLIDATEJ RAIL CORPORATI 

VERIFIED STATEMENT OF RICHARD A. JOHNSON 

I am the General President of the Brotherhood of Railway 

Carmen D i v i s i o n (BRC) of the Transportation-Communications 

I n t e r n a t i o n a l Union (TCU). I have h e l d t h i s p o s i t i o n f o r two 

years. P r i o r t o my e l e c t i o n as General P r e s i d e n t . I h e l d 

i n t e r n a t i o n a l o f f i c e of A s s i s t a n t General P r e s i d e n t and General 

Vice P r e s i d e n t , and General Chairman of the Milwaukee Road J o i n t 

P r o t e c t i v e Board. P r i o r t o my e l e c t i o n t o f u l l - t i m e union 

o f f i c e , I had t w e n t y - s i x yeaic e.xperience i n the carman c r a f t . 

My o f f i c e address i s i Research Place, R o c k v i l l e , Maryland 20850. 

The BRC represents employees of CSX T r a n s p o r t a t i o n (CSXT) and 

N o r f o l k Southern, employed i n the carmen c r a f t and c l a s s . BRC 

re p r e s e n t s c e r t a i n carmen employed by C o n r a i l and re p r e s e n t s t h a t 

c r a f t and c l a s s on C o n r a i l , as doea dlU-Jl'L^m^ilfift: Worke:^* Union 

(TWU). 



Labor Protection 

A. Norfolk oouthern 

NS maintains that a l l carmen c u r r e n t l y working under a 

Conrail c o l l e c t i v e bargaining agreement i n the NS al l o c a t e d 

p o r t i o n of Conrail w i l l have that c o l l e c t i v e bargaining agreement 

replaced w i t h the Norfolk & Western Agreement.^ NS' basic 

p o s i t i o n i s that the acquiring c a r r i e r s ' c o l l e c t i v e bargaining 

agreements should override the agreements on the acquired 

c a r r i e r . 

In no r a i l merger involving carmen has such a pra c t i c e been 

implemented so that the acquiring c a r r i e r ' s agreement wcaid be 

the uniform agreement over the merged system. To the contrary, 

i n v i r t u a l l y a l l instances, separate agreements have been 

maintained post-merger. Where work has been t r a n s f e r r e d , 

normally i t i s the agreement at the receiving l o c a t i o n which i s 

applicable. NS' approach i n t h i s regard i s unique and without 

precedent. Indeed, NS coiitinues to apply the N&W and Southern 

c o l l e c t i v e bargaining agreements, and CSXT administers seven 

carmen agreements. NS c i t e s f i v e e f f i c i e n c i e s to j u s t i f y the 

wholesale override of e x i s t i n g Conrail agreements.' As we set 

f o r t h below, such e f f i c i e n c i e s are e i t h e r i l l u s o r y or a v a i l a b l e 

without such d r a s t i c action. 

' Vol. iB at p. 374, CGX/N3-20. 
^ NS' Answer to TCU Interrogatory No. 3, NS-13. 



Payroll Process -- NS maintains that such an override i s 

necessary so that a uniform p a y r o l l process s i m i l a r to that 

applicable on NS can be established. 

Neither Conrail nor NS has conducted a study of the 

differences i n the p a y r o l l processes used i n the two c a r r i e r s . ' 

Nor has any study been done of the savings to be attain e d by 

implementing such a uniform p a y r o l l system.' F i n a l l y , I note that 

such a uniform system was implemented on the N&W and Southern 

while separate c o l l e c t i v e bargaining agreements remain i n e f f e c t . 

Accordingly, I see no reason that changes j-n the Conrail system, 

i f needed, could no^ be accomplished e i t h e r consistent w i t h the 

Conrail c o l l e c t i v e bargaining agreement or through negotiations. 

Uniform Training Procedure - NS wishes to use i t s McDonough 

t r a i n i n g center i n Georgia to t r a i n Conrail employees. This 

f a c i l i t y i s used by NS to t r a i n i t s carmen employees as the 

r e s u l t of agreements with BRC's General Chairmen representing the 

N&W and Southern carmen, respectively. There i s no reason to 

ac-sume that s i m i l a r agreements could not be negotiated w i t h the 

Conrail General Chairman. 

E f f i c i e n t Equipment Repair - NS believes that m u l t i p l e 

c o l l e c t i v e bargaining agieements would i n h i b i t necessary 

^ Applicants' Answer to TCU Interrogatory No. 5, CSX/NS-112 

"* Deposition of R. Spenski, September 2 1997, pp. 83, 104. 



f l e x i b i l i t y by placing r e s t r i c t i o n s on the l o c a t i o n of repairs 

and on who would perform such repairs. 

The work rules and practices i n Conrail shops are generally 

s i m i l a r to the practices i n N&W shops. Work could be t r a n s f e r r e d 

between N&W and Conrail shops under the New York Dock procedures 

r e q u i r i n g implementing agreements. When pressed as t o what 

s p e c i f i c e f f i c i e n c y covild be attain e d by applying the N&W 

Agreement i n Conrail shops, NS could only c i t e the ease of labor 

r e l a t i o n s administration.'' 

As noted above, NS c u r r e n t l y administers two carmen 

c o l l e c t i v e bargaining agreements. Moreover, the Shared Asset 

Area wi],l continue to apply the Conrail c o l l e c t i v e bargaining 

agreement. NS has not done any studies to e s t a b l i s h the cost of 

administering the Conrail ag-eement.' 

S e n i o r i t y D i s t r i c t s - NS maintains that applying the N&W 

agreement with i t s point s e n i o r i t y system w i l l be more e f f i c i e n t 

than the current Conrail s e n i o r i t y system which encompasses 

geographic d i s t r i c t s . NS indicates that the s e n i o r i t y system 

commonly used i n the industry i s that of point s e n i o r i t y and that 

the s e n i o r i t y system on Conrail i s unique. 

The Conrail s e n i o r i t y system r e f l e c t s the complicated 

h i s t o r y of that c a r r i e r . Without describing that system i n 

^ Deposition of R. Spensjki, September 2, 1997, pp. 85-88 
Deposition of R. Spenski, September 2, 1997, pp. 88-89. 



d e t a i l herein, i t should be noted chet Conrail has a point 

s e n i o r i t y system f o r a l l employees hired atuer A p r i l 1, 1976, the 

date Conrail began operating Employees hired by Conrail's 

predecessors also have point s e n i o r i t y , but i n a d d i t i o n they 

enjoy p r i o r r i g h t s to j ^ s on the predecessor c a r r i e r l i n e s on 

which they f i r s t established s e n i o r i t y . The p r i o r r i g h t system 

was established because employees represented by BRC had to 

complete a four year apprenticeship program before e s t a b l i s h i n g 

s e n i o r i t y , while TWU-represented carmen established s e n i o r i t y one 

hundred days a f t e r date of h i r e . Imposing a point system on the 

pr e - A p r i l 1, 1976, mployees w i l l cause great i n e q u i t y w i t h no 

apparent saving.s. 

Administration ilS maintains that impo-5ing the N&W 

agreement on Conrail w i l l s i m p l i f y the grievance procedures. As 

noted above, NS already administers two agreements, has done no 

cost study t o support t h i s claim, and w i l l , i n some fashion, be 

responsible f o r administrating the Conrail agreement i n the 

Shared Asset Area. 

The reasons c i t e d above do not even support the override of 

s p e c i f i c provisions of the Conrail agreements, no less the 

override of the e n t i r e agreement. 

Conrail carm.en are covered by Conrail's Supplemental 

Unemployment Benefit Plan (SUB), which provides f o r p r o t e c t i v e 

Answer to J^U I n t e r r o g a t o r y No. i , NS-13; K. Spenski Deposition, 



b e n e f i t s i n the event of furlough. The SUB plan i s d i f f e r e n t 

than New York Dock protections i n that no connection t o a 

transaction need be established. By imposing N&W agreements and 

ov e r r i d i n g Conrail SUB, NS w i l l create an inequitable hardship on 

Conrail employees, p a r t i c u l a r l y those c o l l e c t i n g SUB payments. 

This issue i s discussed i n greater d e t a i l on page 7 of the 

V e r i f i e d Statement of Joel M. Parker. 

B. CSXT 

CSXT intends to impose CSXT agreements on s i x areas where i t 

w i l l consolidate work between CSXT and Conrail f a c i l i t i e s . " CSXT 

w i l l operate three shops -in i t s allocated p o r t i o n of Conrail at 

Sel k i r k and Buffalo, New York and Indianapolis. I t i s unclear 

which agreement w i l l be applicable i n Sel k i r k and Buffalo. A 

CSXT agreement (B&O) w i l l be applicable i n Indianapolis.' 

Where CSXT intends to im-^ose a CSXT agreement on a Conrail 

l o c a t i o n , the same in e q u i t i e s discussed above regarding the 

Conrail SUB Plan and s e n i o r i t y f o r those with p r e - A p r i l 1, 1976, 

s e n i o r i t y dates w i l l e x i s t . 

C. Summary of Position 

In short, BRC maintains that the wfjle.rale imposition of the 

N&W agreement on Conrail i s unprecedented and unwarranted; that 

September 2, 1997, pp. 90-91. 
' Vol. 3A at p. 504, CSX/NS-20. 
^ Answer to TCU Supplementary Interrogatory No. 2, CSX/NS-112, 
referring to Alli e d Rail Union Interrogatories 195 and 149(a), CSX/NS-
69, 84. 



the agreement c u r r e n t l y i n existence at each ..occition should 

remain i n e f f e c t ; and that, where there i s work t r a n s f e r , the 

agreement at the receiving l o c a t i o n should p r e v a i l except that 

Conrail employees SUB r i g h t s should continue, and the p r i o r 

s e n i o r i t y r i g h t s of Conrail p r e - A p r i l 1, 1976, hires must be 

respected. 

Safety 

Like the U.S Department of Transportation (DOT) and the 

Federal Railroad Administration (FRA), the BRC believes that one 

of the most important issues before the Surface Transportation 

Board as i t considers t h i s transaction i s the maintenance and 

improvement of safety on the applicant c a r r i e r s and t h e i r 

respective portions of Conrail should t h i s a p p l i c a t i o n be 

approved. This goal w i l l require s t r i c t compliance w i t h federal 

r a i l s afety regulations and a greater reliance on mechanical 

inspections performed by q u a l i f i e d mechanical inspectors (QMIs). 

The use of a safety equivalency arrangement - e i t h e r devised or 

approved by the Federal Railroad Adm.inistration (FRA) w i t h an 

opportunity f o r comment and/or p a r t i c i p a t i o n by af f e c t e d labor 

organizations - and continuing oversight over safety programs on 

the applicant r a i l r o a d s and t h e i r respective portions of Conrail, 

w i l l be c r i t i c a l to achieving maximum safety. I f t h i s merger i s 

approved by the STB, i t should be approved contingent upon the 

implementation of a safety equivalency plan to be devised or 



approved by .he FRA, wit h rigorous oversight of compliance w i t h 

that plan by that agency. 

The p o t e n t i a l safety issues that accompany t h i s transaction 

have already a t t r a c t e d the concern of the FRA and the U.S. 

Department of Transportation (DOT), spurred l a r g e l y as a r e s u l t 

of t h e i r experience f o l l o w i n g the Union Pacific-Southern P a c i f i c 

(UP/SP-SP) merger one year ago. In summarizing the findings of 

i t s safety assurance assessment of UP/SP, the FRA " came to the 

conclusion that there i s a fundamental breakdown i n basic 

r a i l r o a d operating procedures and practices essential to a safe 

operation." Federal Railroad Administration, Summarv, Safetv 

Assurance Assessment of Union P a c i f i c Railroad (September 10, 

1997) (Exhibit A). Moreover, i n repo r t i n g the preliminary 

findings of the FRA regarding safety conditions on the UP/SP, the 

UOT noted several categories of operations i n which safety 

problems were prevalent on the UP/SP-SP, inc l u d i n g : a) t r a i n 

c o n t r o l systems and operating practices; b) t r a i n i n g and q u a l i t y 

c o n t r o l i n dispatching; c) hours of service f o r t r a i n crews; d) 

documentation and lab e l i n g of hazardous materials transport; and 

e) t r a m inspections. The l a s t of these categories i s 

p a r t i c u l a r l y relevant f o r purposes of t h i s statement, as the 

FRA's inspections turned up " increased power brake-related 

safety problems at UP/SP, p a r t i c u l a r l y on routes between Chicago 

and the West Coast." U.S. Dept. of Transportation, Comments Re: 



Union P a c i f i c Corp.. Union Pacific R.R. Co. and Missouri P a c i f i c 

R.R. Co.--Control and Merger--Southern P a c i f i c R.R. Corp.. 

Southern P a c i f i c Transp. cp. s t . Louis Southwestern Rwy. Co.. 

SPCSL Corp., and the Denver and Rio Grande Western R.R. Co . 

(Oversight) , Fin. Docket No. 32760 at 4 (Sub-No. 21) (August 1, 

1997). As a r e s u l t of i t s findings, the FRA decided to i n t e n s i f y 

i t s review of safety practices on the merged UP/SP f o r another 

s i x months. 

The FRA released i t s Safety Assurance Compliance Program 

(SACP) report on October 16, 1997, which found " an atmosphere 

on CSXT i n which some CSXT f i e l d managers c o n s i s t e n t l y f a i l e d t o 

demonstrate f u l l commitment to s a f e t y [ , ] " often placing t r a i n 

operations ahead of safety considerations. Federal Railroad 

Administration, CSX Transportation, Inc.: Safety Assurance 

Compliance Program Executive Summary at i x (October 16, 1997) 

(Exhibit B) . Among the safety v i o l a t i o n s committed by C-'̂XT were 

the movement of defective or non-coiuijl lane hazardous material 

tank cars i n v i o l a t i o n of federal regulations. I d . at v i i . 

Moreover, with respect to ensuring that TOFC/COFC securement, the 

FRA found CSXT's program to " lack [ ] d i r e c t i o n , " such that 

q u a l i t y c o n t r o l processes were impaired " to the point where 

r a i l r o a d follow-up inspections are i n e f f e c t u a l [ , ] " and which the 

FRA found, i n t u r n , to lead to the acceptance of t r a i l e r s by CSXT 

" w i t h l i t t l e assurance that proper loading or securement steps 
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have been taken." I d . at i x . Also c i t e d by t i e FPA as a major 

safety problem was the crew management system, i n e f f i c i e n c i e s i n 

which the Administration fo-and " added to extended duty days and 

ove r a l l fatigue f o r operating crews." I d . at v i . The FRA also 

c i t e d the role being played by j o i n t working groups (made up of 

CSXT management, the FRA, and affected labor organizations) i n 

helping t o p r i o r i t i z e and resolve outstanding safety issues. I d . 

at i i i . 

Noting that previous mergers, l i k e the UP/SP, " have given 

r i s e t o concerns about the timely, e f f e c t i v e i n t e g r a t i o n of 

d i f f e r e n t corporate cultures as they r e l a t e to s a f e t y [ , ] " the 

DOT (on behalf of the FRA) has expressed i t commitment to taking 

a more ac t i v e r o l e i n ensuring that such an " i n t e g r a t i o n of 

corporate c u l t u r e s " i n t h i s transaction w i l l not undermine 

safety prog.-ams c u r r e n t l y i n place on the applicant c a r r i e r s and 

Conrail. Notice of Intent to P a i t i c i p a t e of the United States 

Department of Transportation, Fir.. Docket No. 33388 (August 

1997) . I n doing so, the DOT exprec^sed i t s i n t e n t to r e l y upon 

many of the same issues raised by the FRA i n i t s evaluation of 

safety conditions on the UP/SP, including t r a i n safety inspection 

issues. To that end, the FRA i s conducting an assessment of a l l 

three involved r a i l r o a d s , and w i l l be submitting i t s findings t o 

the Board, along w i t h i t s recommendations. 



i : . 

I n the past year alone, the occurr--^nce of several 

derailments has made clear j u s t how important i t i s that railway 

f r e i g h t cars are properly inspected f o r mechanical defects. For 

example, m May of 1997, the derailment of twenty-eight (28) cars 

from a Conrail t r a i n near Schuyler, New York (due t o a mechanical 

f a i l u r e ) resulted i n the leakage of hydrochloric acid from one of 

the t r a i n ' s tank cars and the consequent evacuation of s i x t y (60) 

town residents (CNN In t e r a c t i v e . U.S. News B r i e f s , May 31, 

1997.) L i t t l e more than one week l a t e r , two cars on a CSXT t r a i n 

d e r a i l e d i n Scary Creek, West V i r g i n i a , causing a major f i r e and 

tne evacuation of several hundred l o c a l residents due to the 

p o s s i b i l i t y that the f i r e could spread t o cars carrying s u l f u r i c 

acid, bleach and other chemicals.-'' (CNN I n t e r a c t i v e , U.S. News 

Br i e f s , June 8, 1997.) /md i n August, t h i r t y (30) cars of a 

Conrail f r e i g h t t r a i n jumped the tracks i n South P l a i n f i e l d , New 

Jersey a f t e r the brakes were suddenly and automatically applied; 

although the t r a i n was carrying no hazardous material, the area 

10 This accident was among those c i t e d by the FRA i n i t s SACP 
Executive Summary as one of those that led FRA to escalate i t s 
safety oversight of CSXT. The others occurred i n : Marianna, 
Flo r i d a (derailment of 17 CSXT f r e i g h t cars carrying hazardous 
material re s u l t e d i n a four-)iour evacuation of l o c a l c i t i z e n s 
near the derailment s i t e ) ; Rosslyn, V i r g i n i a ( s h i f t e d t r a i l e r on 
CSXT f l a t car side-swiped a passing Amtrak t r a i n ) ; Baltimore 
(trucK t r a i l e r loaded with waste paper f e l l o f f a CSXT f l a t car) ; 
and Lawrenceville. I l l i n o i s (a CSXT f r e i g h t car w i t h a s h i f t e d 
load side-swiped another CSXT t r a i n passmg i n the opposite 
d i r e c t i o n , r e s u l t i n g i n the puncturing of a hazmat tank car which 
caught f i r e ) . (Exhibit B at 2.) 
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w i t h i n which i t was t r a v e l i n g i s a major corridor f o r the 

transport of chemicals and other hazardous materials. (CNN 

I n t e r a c t i v e , U.S. News Bri e f s , .August 9, 1997.) Thus, while 

these p a r t i c u l a r derailments r - s u l t e d i n no i n j u r i e s , the 

prospect f o r a catastrophe under these circumstances i s very r e a l 

and h i g h l i g h t s the importance of preventive safety measures, one 

of the most important being the inspection of f r e i g h t cars by 

QMIs . 

Currently, FRA regulations require several types of 

inspections on r a i l f r e i g h t cars, including (but not l i m i t e a to) 

i n i t i a l terminal inspections,"' pre-departure inspections,'^ tank 

car inspections-^ and a i r brake inspections that are required t o 

be c a r r i e d out every 1,000 miles.'" During tht course of 

inspections conducted by QMTS represented by the BRC i n the past 

year alone, thousands of n r a n i c a l defects and v i o l a t i o n s of 

inspection regulations were found i n f r e i g h t cars operated by the 

Applicants and by Conrail, several hundred of which were serious 

•• An i n i t i a l departure inspection i s the inspection conducted by 
QMIs at the t r a i n ' s i n i t i a l point of o r i g i n . 

A " pre-departure inspection" i s one conducted whenever a new 
f r e i g h t car i s added to a t r a i n , regardless of whether the car i s 
added at the i n i t i a l point of o r i g i n or i n t r a n s i t ; these 
inspections are mandated by 49 CFR § 215.13. Where a q u a l i f i e d 
mechanical inspector i s not on duty at a p a r t i c u l a r l o c a t i o n 
where a new f r e i g h t car i s attached, Appendix D to Volume 49, 
Part 215 permits a cursory, pre-departure inspection to be 
ca r r i e d out by l e s s - q u a l i f i e d t r a i n crews. 

49 C.F.R. 5 172. 
49 C. F.P.. § 232 . 12 (b) 
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enough t o be referred to the FRA. These v i o l a t i o n s include 

everything from defects i n power and a i r brake system.s and 

componen-s, to cracked or otherwise defective wheels, to 

malfunctioning or broken d r a f t gears and couplings, to poorly 

secured cargo. Although the c a r r i e r s i n many cases contend that 

such defects and v i o l a t i o n s f i r s t occur while a given t r a i n i s en 

route, t h e i r p o s i t i o n only h i g h l i g h t s the need f o r regular 

inspections by QMIs. Any of the above mentioned defects, i f 

undetected or unrepaired, could e a s i l y r e s u l t i n a major 

derailment. For the Board's information, I have included w i t h 

t h i s statement a l i s t i n g of those defects and v i o l a t i o n s found on 

f r e i g h t cars used by the three c a r r i e r s i n questicn which were 

serious enough to warrant reporting to the FRA. (Exhibit C.) 

As part of t h e i r merger operating plans, both applicant 

c a r r i e r s have proposed to eliminate interchange points throughout 

the curren- Conrail system i n the in t e r e s t of allowing smooth 

" through t r a i n " operations, which w i l l also r e s u l t i n an 

increase i n the distance between such interch ..o,-?s. Because QMIs 

are predominantly stationed at such interchanges, i t i s 

a n t i c i p a t e d that the proposed e l i m i n a t i o n of interchanges w i l l 

l i k e l y cause the c a r r i e r s t o increasingly r e l y upon t r a i n crew 

inspections, p a r t i c u l a r l y f o r pre-departure and 1,000 mile a i r 

brake inspections. Tn p r i o r testimony before the FRA, the labor 

organization which represents t r a i n crew employees, the United 
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Transportation Union (UTÛ  , has stated that t r a i n crew employees 

are i l l - t r a i n e d and anqualified to conduct such inspections, a 

p o s i t i o n from which the UTU has not diverged and i n which the BRC 

concurs. Such incree>sed reliance on t r a i n crew inspections w i l l 

increase the r i s k of undetected defects on CSXT, NS and Conrail 

f r e i g h t cars, compounding the r i s k of futur e derailments or other 

serious r a i l accidents. 

This increased r i s k of derailments or other serious 

accidents raises p a r t i c u l a r concerns i n those portions of the 

merged system where chemicals and other hazardous materials 

c o n s t i t u t e a substantial proportion o-J the f r e i g h t transported by 

the c a r r i e r i n question. One area of p a r t i c u l a r concern i s the 

Shared Asset Area ;SAA) located i n New Jersey. I n the 

applicants' submissions to the Board, d e t a i l s on operations 

w i t h i n these SAA's are somewhat sketchy, not the least w i t h 

respect to safety issues. At the same time, Conrail c u r r e n t l y 

transports a substantial amount of chemicals and hazardous 

materials through the New Jersey SAA, which also happens to have 

For example, according to the American Association of 
Railroads, chemical shipments through New Jersey i n 1995 
co n s t i t u t e d approximately twelve percent (864,000 tons) of the 
t o t a l r a i l tonnage o r i g i n a t i n g w i t h i n the sta t e , and seventeen 
percent (over ; m i l l i o n tons) of the t o t a l tonnage terminating 
w i t h i n the state. Moreover, these figures do not include the 
amount of chem.ical r a i l tonnage that does not o r i g i n a t e or 
terminate i n New Jersey, but rather runs through the state 
between Pennsylvania or Delaware (and points south and west) and 
New York (and points north and east). 
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the nation's highest population density. Current Conrail 

operations i n other states with high levels of chemical r a i l 

tonnage - including Massachusetts, New York, Ohio and Michigan -

are also conducted through high population density areas. This 

merger w i l l r e s u l t i n the in t e g r a t i o n of these operations t o NS 

and CSXT hazardous materials r a i l t r a f f i c through high 

populations density areas - including Chicago, D e t r o i t , Atlanta, 

St. Louis, New Orleans and Washington, DC - m u l t i p l y i n g the r i s k s 

presented by the operation of i n s u f f i c i e n t l y inspected and 

maintained f r e i g h t cars. 

The BRC takes the p o s i t i o n that the STB's approval ( i f any) 

of the transaction i n question should be made contingent upon the 

implementation of a safety equivalency plan, devised or approved 

by the FRA, and that BRC and other affected labor organizations 

be provided the opportunity to contribute t o or comment upon such 

a plan. The p a r t i c i p a t i o n of labor organizations i n s i m i l a r 

e f f o r t s on CSXT was c i t e d by the FRA i n i t s October 16 SACP 

report, and the FRA has already implemented a s i m i l a r agreement, 

negotiated bet .veen Conrail and the affected labor organizations 

(i n c l u d i n g the BRC) , as a condition f o r waiving some e x i s t i n g 

regulations w i t h respect t o time-sensitive " block swapping" " 

In essence, block swapping occurs where an e n t i r e block of 
f r e i g h t cars i s moved from one t r a i n t o another, w i t h no 
ad d i t i o n a l cars added. Because the couplers, a i r brake 
connections, etc. for that chain of cars has already been 
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(Exhibit D) . This agreement constitutes a comprehensive safety 

plan that exempted only time-se l i t i v e t r a i n s from the pre-

departure inspection requirements, and requires Conrail to 

provide the FRA and r a i l labor organizations w i t h a l i s t 

i d e n t i f y i n g the s p e c i f i c " time-sensitive" t r a i n s on which such 

block swapping would occur. Those t r a i n s e l i g i b l e f o r the block 

swapping waiver are then subject to conditions of the safety 

equivalency agreement that are intended to en.-.ure the safety of 

that block of cars . 

This safety equivalency agreement was implemented by the FRA 

beginning i n July of 1997, and the FRA w i l l have inspected 

Conrail's compliance w i t h the plan during the week ending October 

18, 1997. The BRC believes that the Conrail plan can set a model 

for how many of the outstanding safety issues attendant to t h i s 

merger can be resolved. Like the Conrail plan, any equivalency 

i n i t i a l l y inspected, the r a i l r o a d took the p o s i t i o n that a f u l l 
pre-departure inspection was not necessary i n t h i s instmce. 
'•̂  Among the conditions included i n the plan are: a) uhe t r a i n s 
carrying cars t o be block swapped must have undergone a f u l l 
i n i t i a l terminal and mechanical inspection; b) at locations where 
the time-sensitive cars are to be added, a r i d i n g inspection must 
be conducted by QMIs; c) a t r a i n involved i n block swapping 
cannot have any defective cars on i t ; d) i f any car on the block 
swapping t r a i n does not have operative dynamic brakes, the t r a i n 
crew must be informed and the brakes repaired at the f i r s t 
a v ailable opportunity; and e) for purposes of determining whether 
the t r a i n subject to block swapping i s subject to intermediate 
inspection ( i . e . , 1,000 mi. a i r brake inspection), the mileage i s 
governed by the car i n the block of cars which has travel e d the 
most miles from i t s point of o r i g i n or l a s t intermediate 
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agreement implemented to answer the safety questions raised by 

t h i s merger should be developed wi t h the input of the a f f e c t e d 

labor organizations, and should deal s p e c i f i c a l l y w i t h t r a i n 

inspection issues. In t h i s way, the STB can help ensure that the 

e f f i c i e n c i e s that t h i s transaction i s intended to produce are not 

achieved at the cost of r a i l r o a d safety. 

inspection, and a l l such intermediate inspections must be 
conducted by QMIs. 
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DECLARATION PURSUANT TO 28 U.S.C. §1746 

I declare under penalty of perjury under the laws of the 

Un.-'ted States of America that the foregoing i s true and correct. 

Executed on October 20, 19 97 

hard A. Johnson 
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Wa«hington, D.C. ?!J59C 
http/'WwNv.dotooy/bhef.ng.htm 

FOR JLMiVff BIAHLKELEA 
Thursday, October 16, 1997 

FRA IDEM IFIES SAFETY 
SHORTFALLS ON CSXT R^vaROAD 

FRA 25-97 
Coniact David A. Bolger 
Telephone: 202-632-3124 
Pager: I-800-800-9724 

J A C K S O N \ T . L L E . Fla. FolIoN̂ -ing an intensive inspecton, the Federal Railroad 

.̂ daiinisuaiion (FR.A) today released a comprthauive repon on CSX TransportatiocUCSXl) 

detailing safetv shortfalls m thc railroad's operation 

The rsport reviews the findings of a comprehensive safety audit FR.A conducted between 
July and Septê rabcr 1997 The audit ,s based on the FR.\'s Safetv Aisuraj^e and Compliance 
Program (SACP) model w-hich focuses on idertifjmg and remedymt; root causes of safctv 
concern across an entire railroad .s> seem 

"Safety is our highest priorit)-." said FR.A. Administrator Jolene M, MoUtoris "The 
inspection and revieu- process i? not onlv a means to improve safet)-, bt:t also scn/es to giiide a 
cooperative safctv- partnership, to ufcch the raiiroad must be couimined Today's report spells 
ou: thc real and lasting sricty uxprovcments throughour the emir? CSXT Raiiroad s>-stcm whirh 
must be made." 

Tne Safety Assurance and Compliince Progiam process identified specific safety 
concerns in each ofthe .Ive functioiia: areas of railroad operation: signal and aain control, 
hiizardoos matenals, opcratuig practices, motive power and equipmcct. and track.. In addition, 
although CSX has demonsiraicd over the years an improving safety record and top-levd 
comnutmemi to safety, inspectors uncovered instances where "safety fir̂ t" is uot ujiiversally 
observed I'he FR/.'s key findings include. 

A need for more comprehensive employee training m railroao operations; 
A revieu- of safely culture to ehminaie hara«smeni a.-id intimid? tion; 
A need ic improve dispatcher comcunicalious; 
Deficient implementauoa cf the raihoad's operauonaJ lesnug program, 
Inaccurate records m accideni/mcident reporting and locomotive enfineercextificatioc; 
Deiicieacies m track program manaeement such us track mspectionf; and. 
A need ibr stricter managemcr.t oversight for cars and locomotives. ' 

F i x h i b i t A 
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FRA 24-97 " .. 
Oct. 16, 1997 

S.nt^J^' j ^ ^ " ^ " " '̂ P'̂ ^"^^ ̂ ^ '^ fi=*i^Ss during the audit period Since 
SeptOTber. CSXT and its labor representatives, m cooperation ^ith the FRAhavc initiated more 
thj i i l iO^jiect ivc^^ FRA concems. In addition, 16 i^b^^^gement-FRA 
teams are tunctiomng in a collabi;iHve proce« to find pemuncnt solutions to saf^- issues 

Jlie FRA used a nulti-disciplme team audit strategy focusing on ideniifving and 
rcmedymg root causes of safety probleins across the entire CSXT railrotd system Despite a 
generally good safety performance nncc the initial SAC? process in 1995 a scries of five 
mctdents dunng ±c summa: of 1997 caused VRA to accelerate its ongomg safety ov ^ght of 
CSXT- These mcidcnts inciuded: • . . 

• St Albvis, W. Va - CSXT rear-end collision resulting m one fatality. 
• Marianna, Fla. - CSXT deraihnett of 34 cars, aad hazardous materia], which Ic^ed 

resulting in a four-hour evacuation of local families around the derailment site 
• RosalyTi, Va. - CSXT btcrmodai fccight tram with a shifted trailer on a flat car derailed. 

— side-swiping a passmg Amtrak passenger train. 
Baltimore, Md. - A truck trailer loaded with waste paper fell off a CSXT flat car after ao 
emergency application ofthe air brakes 
LawrencevUie, 111. - CSXT freight train expenenced a shifted load which struck a 
passing freight train. Six cars derailed mcluding a hazardous materials tank car which 
was punctured in the pile-up and caught fire. 

To stem this trend, the FRA immediately accelerated oversight of CSXT, More than 75 
FRA safety inspctto.-s and state safety specialists undcnook a comprehensive review and 
analysis of all CSXT practices. 

Molitons iaid that the ability-LC eliminate safety hazards aad promote prevention of 
.ajuries, collisions, and derailments, depends upon an atmosphere of mutual trust, respect, and 
openness and a tnic commitment to safety fixsx at everj' level in thc organization.' 

Thc FRA Safety Assurance and Compliance Program report was completed with the full 
cooperation of CSXT management and railroad labor represenutives. 

The CSXT railroad employs more Uian 29,000 people and operates in excess of U 000 
miles of -jra k throughout the eastem portion ofthe Umtcd Stales. 

Mint 
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Safety Assurance and 
Compliance Program Report 

for 

CSX TRANSPORTATTOM, TMr 

T H E E X E C U T I V E S U M M A R Y 

Overview 
PURPOSE FOR REPORT This report highlights the findings of th* Federal 
Railroad Administration' (FRA) subsequent to a major safaty aasursRce team 
inspection initiative conducted between July and September 1997 over the CSX 
Transportation, Incorporated (CSXT) system. It is organized into five chapters 
which specify FRA findings by functional area: Signal and Train Contml-
Hazardous Materials: Oparating Practices; Motive Power and Equipment' and 
Track. 

TEAM REVIEW METHODOLOQ Y-THE S A C P APPRO A CH To review the 
CSXT safety processes, FRA util'zed a multi-discipline team audit strategy based 
ur.on tiie Safety Assurance and Compliance Program (SACP) model^ With 
'iACP, the focus is on identifying and remedying root causes of safety concerns 
acrcss an entire raiiroad system. Emphasis is on a collaborative approach to 
systemic fixes. The underpinnings of a successful SACP effort are full 
participation m the process by railroad labor, management, and FRA, in an 
atmosphere of openness and trust. 

' Throughout thie report r^ferenca to "FRA* includes by Inference all FRA stale 
regulatory safety specialists that participated in the project wrth PRA personnel. 

* For a more complete deecnption of SACP see the Report to Ccngrese entitled 
'ENHANCING RAIL SAFBTY NOW AND INTO THE2lst CENTURV oubhBh^ in 
October 1996. 
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CSX TrinaportatJon, Incorporatvd ~ ~ 
Safaty Aaauranca Compliance Proflram executive Summery 

CSXT RESPONSE The information in this report represents FRA findings durino 
the audit period. CSXT and their raif labor leaders did not wait for FRA to issue a 
final report before they acted on findings, CSXT and their labor representativts 
in cooperation with FRA, have initiated over 250 corrective projects addressing ' 
FRA concems. In addition, 6̂ labor-management-FRA teams are functioning in 
a collaborative process through SACP to find permanent solutions to safety 
issues. FRA applauds the proactive response by CSXT managers and labor 
representatives to all our safety concerns and recommendations. Upon receipt of 
the final report. CSXT wfli suppiemant already ongoing activities to address any 

- issues Of concerns requinng additional focus. - -

It is this cooperative safety partnership, to which all parties have committed, that 
wiil ensure real and lasting satety improvements on CSXT as safety remedies are 
implemented. 

_ The Need to De Mofs 

BACKGROUND .̂ In October 1995. the FRA initiated a SACP review of CSXT. 
Working with CSXT management and their rail labor organizations, we identified 
£ number of safety concerns, including improving the quality of train brake 
inspections, and managing employee safery-especially bridge worker safety. 
CSXT respondeo with corrective actions which helped them maintain a gor̂ d 
overall record of safety performance since lhat time. 

R E C E N T I N C I D E N T S Despite generally good safety perfo.mance since the 
initial SACP process in 1996. a senes of five incidents this summer caused FRA 
to escalate Its ongoing safety oversight of CSXT: 

• One fatality and other employee injuries occurrec' when a CSXT 
freight train collided with the rear of another CSXT freight train in St. 
Albans, V»'est Virginia. 

• A CSXT freight train dera;)ed 34 cars naar Mananna, Flonda, 
including 17 placarded hazardous matenals tank cars (13 cars were 
loaded and 4 contained residue). Five loads leaKed product resulting 
in a four hour evacuation of local citizens around the derailment site. 

u 
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• A CSXt Intermodal freight train with a shifted trailer on a flat car 
derailed near Rosslyn, Virginia and side-swiped a passing Amtrak 
passenger train. Fortunately no senous Injuries were sustained 
although damage was extensive. 

• A tnjck trailer loaded with waste paper fell off a CSXT flat car in 
Baltimore. Maryland, after an unoc .̂red emergency application of the 
air brakes. There were no injuries. 

• An eastbound CSXT freight train witĥ a shifted load afde-swipad a 
passing westbound CSXT freignt train in Lawrenceville, Illinois Six 
cars derailed, including a placarded residue hazardous matenals 
tank car which was punctured in the pile up and caught fire. 

To stem this sudden trend, FRA immediately accelerated the magnitude of " 
ongoing CSXT safety oversight. Large, multl-disclplinary teams were dispatched 
to examine every facet of CSXTs system operations. In all, cver 75 FRA safety 
specialists frcm across the U.S., and state safety specialists from the States of 
Virginia, Florida, West Virginia, Illinois, and Ohio, provided comprehenaive 
analysis of CSXT practices. FRA, railroad management, and labor 
representatives qurckly established joint working groups which met initially In 
eariy July 1997, Those teams continue to meet today as thev work to prioritize 
and resolve safety issues. 

The nole of Safetv Quttur̂ i 

RAILROAD SAFETY CULTURE The ability to eliminate safety hazards and 
promote prevention of injuries, collisions, and derailments, is dependent upon an 
at.mosphars of mutual trust, respect, and openness. Unfortunately, for decades 
the railroad industry has been charactenzed by a culture that engenders an 
adversanal relationship between management and labor rather than one of 
cooperation. Getting the job done without admitting a need fcr help is the 
standard, leading to reluctance to ever take "bad news to the boss' The 
significance of this culture as an impediment to maximizing safety performance is 
readily evident ihroughout the U.S. raii system. FRA has therefore made It a 
pricrity to include the issue of safety culture as part ot all SACP efforts. 
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Based upon FRA observations and employee testimonials. CSXT, like most big 
railroads, is characterized in some quarters by an adversaria! safety culture 
Throughout this report. FRA identifies examples cf this culture, instances in which 
line managers made decisions about train operalions which compromised safetv 
Only through a true commitment to safety first at every level in the organization 
can a viable safety culture be developed and sustained. 

Summaiv of Specific F R ^ Pindlnas bv Functional Ar^y 

The following section summanzes FRA's key findings during the audit period 
(mors detailed discussion of eacn issue is provided in the report nan-ative). 

Signals and Train Control 

FRA findings revealed tharCSXT needs to-more effectively manage their signal 
and train control operations in the following areas: 

• Staffing and Training 
• Pole Line Maintenance 
• Insulated Rail Joint Maintenance 
• Preview and Visibility of Signa -

Circuit Plans 
• Power and Hand-Operated Switches 

FRA found a general lack of consistency in maintaining a comprehensive signal 
oversight program. According tc empioyees and supen/isors that FRA contacted 
part of the problem may be associated with the level of staffinĵ  and training 
provided. For example: 

• FRA Inspectors repeaiedly found Instances in which supervisors had 
Insufficient time to devote to their main objectives (supporting, coaching, 
mentoring and training signal employees) due to administrative duties. 

iv 
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Safetv Aasuranee Compliance Pfopram Exteutiva Summary 

• These concerns were substantiated by the high defect ratios FRA 
encountered during inspections. FRA saw sections of right-of-way with 
poorty maintained pole line (wires with excessive alack, broken pohs and 
cross arms, broken or loose insulators, wires lying on the ground, and 
overgrown vegetation interfering with wires). 

• FRA also found insulated joints defective in a number cf locations due to 
missing end posts and/or detenorated insulation. 

• A number of wayside signals and grade-crossing lights had poor preview 
and viaibillty to approaching trains. 

• FRA documented instances where circuit plans were Incorrect, incomplete, 
illegible or missing. ^ 

• FRA noted that many power and hand-operated switches were defective 
with loose and ineffective braces and fasteners, improper anchoring of the 
rail, and defectivs head block ties. 

ODoratlng Practlcas 

FRA documented inadequacies in administration of operating practices 
requirements in the follow areas: 

• Efficiency Testing 
• Locomotive Engineer Certification 
• Accident Incident Reporting 
• Alcohol and Drug Testing 
• Dispatching Concerns 
• Crew Management Center 

Operational Testing-- CSXTs operational testing program, on paper, appears 
detailed and well conceived. However, it is the implementation of that program 
wher© FRA took exception. Specifically: 

• There is little evidence that quaiity operational tests are conducted as 
required by Federal regulations and CSXT program parameters. 
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CSXT managGment has generally not taken full advantage of this important 
tool as a means to identify additional safety opportunities to reduce the 
potential for human factors incidonts. 

• Employees do not normally get feedback on their test performance unless 
they fail the test. Such feedback is normally in the context of a disciplinary 
heanng. Little value results since the process becomes one promoting 
eoversarial outcomes rather than a positive leaming experience. 

Little training was provided to designated testing officers by CSXT to 
provide tnem a base upon which to build effective testing scenarios. 

• Finally, there has been little quality testing of train dispatchers J»spite their 
critical safety role in the operation. 

Crew Management- problems at CSXTs crew management center vj&m. 
identified eariy in the process. Specific issues inciuded Inefficiencies in crew 
calling which added to extended duty days and overall fatigue for operating 
crews. To Illustrate the degree of the problem, FRA found an instance in which a 
computer glitch resulted in some employees being called every 20 minutes by th© 
automated but malfunctioning system, thoroughly intemupting their rest period. In 
addition. FRA believes that the crew management center staff is regularly 
cvenA/helmed given the demands of the job. Service to em.ployees suffers, The 
. lumber of telephone lines available in the center needs also to be increased to 
provide more ready access to crew dispatchers. 

Records Compliance- FRA's investigation revealed that CSXT is not efficiently 
managing all FRA required records, For example, accidenVincident records for 
reportable employee injuries and illnesses, and rail equipment accidents and 
incidents, were lacking in some areas. FRA discovered in a "'snapshor review of 
records a total of 25 instances where reportable accidents and Incidents had not 
been reported to FRA as required. The failure to report these incidents caused 
CSXT'5 overall safoty numbers to be artificially low in that reporting period. 

vi 
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Likewise, CSXT was unable to provide an accurate list of certified enoineers 
required by the regulations. And. FRA documented instances where C^S^^^ 
not comply with all reco.-d keeping provisions of the F e d S c o h o and JLo -
tesang protocol. Specifically. FRA found that CSXT impropeTused Fê ^̂ ^̂ ^ 
fomis to conduct -for cause" testing under its collective bargaining agreeraent. 

Hazardous Matarialy 

opê ra'tSns' ^̂ ê 'C'encies in the following areas of CSXTs hazardous materials 

^ Train Consist Accuracy 
• TOFC/COFC Documentation 
fc^ Placard Compliance 
• Training of Personnel _ 

Examples: 

- FRA noted three separate instances in which CSXT personnel knowinqly 
ordered defective or non-compliant tank cars to be moved in violation of Federal 
regulations (individual civil prosecutive action is pending for involved individuals). 

- Inaccurate train consists were encountered repeatedly by FRA inspectors In 
addKion FRA noted a trend in which hazardous matenals loads inside trailers-on-
t.at cars (^OFC) and containers-on-flat cars (COFC) were moved with insufficient 
or missing documentation. 

CSXT didn't have a consistent or standard methodology to ensure hazardous 
matenals cars were properiy placarded, or that missing, worn, or faded placards 
were replaced as needed en route. 

-- Finally, not all CSXT emr' yees requiring hazardous materials training have 
been provided sufficient tr .-ing to inspect and monitor hazardous materia's 
shipments. 

vii 



i d 16 97 THI 13:17 FAi 202 632 37oa FKA CHIEF COUNSEL ^Su i l 

CSX Transportation, ineorporetad 
Safaty Aaauranca Compliance ProHram executive Summary 

Track 

A major portion of CSXT track is in good condition and tully compliant with 
Federal track safety standards. However. FRA found that CSXT lacks a fully -
consistent, sound track program across all parts of the system. Exceptions woro 
noted by FRA in the following areas; 

• Track Inspections 
• Control qf Water Saturation on Track Structures 
• Vegetation Control 
• Roadway Worker Protection Compliance 
• Test Car Operation 
• Procedure Manual 
• Defective Rail Detection 

FRA determined that some CSXT track inspections and maintenance goals are 
based solely on the minimum Federal standards rather than more comprehensive 
CSXT standards. 

During inspections FRA found defects on main tracks, including overgrown 
vegetation, saturated subgrade, and defective rails. In 1996 there were 9 
reportable main track derailments caused by defective rails. Th© RIvanna 
subdivision, in particular, has had four rail-caused derailments since the 
beginning of 1996. 

FRA determined that while CSXT utilizes a track geomet.7 testing car, the results 
produced are not always properly verified, interpreted, and corrected in the miost 
effective way, 

Fin.̂ lly, FRA believes CSXT's application of the Federal Roadway Worker 
Protection requirements needs more centralized oversight by engineering 
managers to minimize risks for employees working on or near the railroad rights 
of way. 

V l l l 
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Motive Power ^ gq ĵ|pfŷ i>pt 

CSXT administration of maintenance programs for cars and locomotives is in 
need of more strict management oversight. Issues FRA encountered included: 

• Locomotive Inspections 
• TOFC/COFC Securement 

_ CSXTs practice of inspecting locojTiotives on a 122-day cyr.le does not comply 
with requirements of the Federai regulations which specify that 92-day 
inspections be conducted. The quality of Inspections aiso needs to be a rerurrent 
subject of supervisory focus. 

In tenns of TOFC/COFC securement. FRA found CSXTs program lacking 
dlreetwn. Like many railroads. CSXT has-contracted out most trailer/container — 
loading to outside contractors. As a result, railroad oversight of quality control 
processes has diminished to the point where railroad follow up inspections are 
ineffectual. As a result, trailers are accepted on CSXT lines with little assurance 
that proper loading or securement steps have been taken. 

Summary of General Conelu^iygs 

FRA identified several recumng themes during the audit perioa which CSXT and 
their employees must continue to address If they are to progress their safety 
program to tha next level. Based upon comprehensive individual findings FRA 
has defined several general conclusions about the CSXT safety program: 

• ^^FEJY y / p s r IS ^QT UNIVERSALLY OBSERVED-. FRA found an 
atmosphere on CSXT in which some CSXT field managers consistently 
failed to demonstrate full commitment to safery. Some front-line managers 
emphasize train operations over safety considerations. For example. FRA 

» 



10 16-97 THI 13: If) FAA 202 632 3709 FK.-V CHIEF COUNSEL i42U13 ^ 

c s x Tranaportation, Incorporated 
Safety Aaauranca Compliance Program Executive Summary -

witnessed two occasions in which locomotives were dispatched from repair 
facilities wtth known intemiittent electrical ground faults. In another 
example, a leading tank car was dispatched from a terminal by a 
management official to avoid a delay in car transit". 

Such management actions have led some employees lo doubt senior 
management claims that safety is first, foremost, and iilways. In fact, some 
CSXT employees told FRA inspectors that they beiieve they must involve 
FRA in order to ensure corrective action for identified safety hazards. 

HARASSMENT AND INTIMIDATION ARE ^ibENT^- CSXT has not 
created a -jiiiversal atmosphere where safety performance and risk 
reduction arc rewarded. Many employees in various departments and 
locations reported to FRA inspectors that they feel harasced or intimidated 
when they raise safety concems that mignt interfere with train operations, 
For example, FRA noted an instance where a locomotive was ordered out 
of a tormmal without allowing a mechanic to finish a required daily 
inspection. The mechanic was ordered to ailow the locomotive to depart by 
the operating supervisor or face consequences. 

Open dialogue and common resolv© to address safety hazards is 
jeopardized by this overriding theme. Many employees simply do net feel 
ownership in the safety program since being a safery ^dvoca^e is not 
valued by seme managers. 

LJ^CK QF COMMUNICATIONS FOLLOW THROUGH HURT§ SAFETY-
CSXT's communications infrastructure is not sufficient to eliminate k.nown 
safoty hazards, ^or example, cn October 9,19S7, near Savannah, 
Georgia, an Amtrak train collided with a "lowboy" truck trailer that lodged 
Itself on the street crossing. Based on FRA's preliminary review, which is 
continuing with the National Transportation Safefy Board, we learned that a 
iccal police officer notified (he CSXT dispatching center almost 30 minutes 
prior to the collision that the truck was stuck. Despite the advance call, no 
warning was provided to the crew of tne approaching Amtrak train resulting 
in the collision. The entire Amtrak t.̂ a/n derailed with injuries to passengers 

^ FRA is processing individual liability cases against individuals engaged In willful 
violations. 
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and crew. Less than 12 hours after the incident, FRA Administrator 
. Molitons and CSXT President Pete Carpenter signed a comprehensive 

"Safety Action Ag.-eemenf undertaking measures designed to improve 
communication and eliminate such hazards. 

Cpn^lgflqp 

Over the years, CSXT has demonstrated an Improving safety record and top leva 
commitment to safety. The findings documented by the FRA teams during the 
August period serve as an indication that it is imperative that senior CSXT 
leade.̂ ship build upon past successes while recognizing the need to move 
fon̂ 'ard to address the shortfalls identified in thu report. 

Finally. FRA extends appreciation to all who participated with us throughout this 
safety review, especially the professional craft employees who took time to share 
with us their perspectives, concems. and recommendations. In fact, it is clear 
that the employees who operate and maintain the railroad and equipment are the 
best group of safety consultants any railroad could have. 

Fsderai Railroad Administration 
October 16, 1997 
Washington, D.C. 



Joint IVoposal to FRA for Intmni PravisioiLS for Hme Sensitive Block 
Swapping on Connul 

The following provisions are offered to FRA by Conrail, 
BrotheriiocKl Railway Carmexi Dlvieloa/TranflporLation Comotiiiications 
luteruacional Union (BRC/TCU) , TVanaporto-Liou Worker*; anion 
(TWTT; . United Transportation Dnion (UTU) anfl Brotnerhood of 
Locomotive Engineers (BLE) as aji intero-tn tnea.sure to temporarily 
provide economic relief to Conrail for time BCafiitiv© freight 
toeing blocX Bwapp«(a at certain locations without a f u i l 
tnftrhanicAl inspection under 49 CKK Part 215, Subparts A and B and 
i n i t i a l terminal test under 49 CPR 5232.12. Th^Bc Interim 
proviBions are also int«nd«<3 to address satety concercc for sucH 
operations by providing procedures with a satety equivalency 
wtich muBt be s t r i c t l y ' f o i l owed by Conrail. Furthermore, these 
proviglons lire applicable only to time sensitive trains os aet 
forth herein lox ao longer than 30 days, wji w i l l verify tha 
time sensitivity of tbe blocX swapping of tijcae seasxtive traina 
and blocKB of cais as identified by Conruil In tbe l i s t chat ie 
to be prcTVided immediately. I n i t i a l l y , PRA wi l l focus i t s 
verification activities cn three locations: the Dewitt Yard 'In 
New York and the Conrail f a c i l i t i e s in Cleveland, Ohio and 
Harrisburg, Pennsylvania. 

All other provisions of 49 CFR Parts 215, 231 and 232 are intact. 

Prior to any final approval of thase inf.erim provisions. Conrail 
ahall prov:apt to FRA and r a i l labor rcprcuentatives a specific 
lio t identifying tl»o ccnsitive trains and blocltc of cars with 
train aymboli;, origin, destination ana locations where block 
swapping le to occur, "niis ic also to include the nature of the 
tiflit; senaitive freight involved. Upcn approval of these interisi 
provic:onr:, Conrail shall provide some meang by which th«BC 
trains can be linnediately recognized by FRA, Bupcrvisory 
persorne'; , train crews and carmen. Po-.lowing the 30 daye m 
which FRA i s to verify tbe time sensitivity of the trains, cars 
and freight identified in the l i s t provided by Conrail and 
whether there i s sufficient time to inspect such trains or 
blockji, additional discassions involving the parties and FRA v i l l 
be recruited i f a permanent solution to thet*e block swapping 
issues is dsfiired. 

'Tijne sftnsitive" trains or blocks of euro are those that 
currently, by contract and tram schedule, are not in the yard or 
other fa c i l i t y fcr A surficlenr period of time to allow a 
mechiar.ical inspection of the biocX of cars under 49 CFR Part 215, 
Subparts A and B prior to the block of cars being added to a 
departing tram. For purposes of the provisions aet forth in 
this proposal, those tiaie sensitive hlocKa of care which are at a 
location for less than thxee hours between arrival at the 
location and departure in another train to irtiich they have bean 
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added ahall be subject to these provis-lons only i f they cannoc be 
insp^Tted. Such time sensitive blocks of car must s t i l l be 
inspected i f there i s sufficient tinu> for inspection and the 
tracte where thc blockc of cars are located arc not otherwise 
unavailable tor inspection due to switching operations involving 
tne blootE ol care. 

For purposes of thie document, the use of thc term "cajsnen" and 
the work set forth herein do not reduce or ejqiar.d the rights or 
oblicationu under the cajnnen Agreenient in effect between Conrail 
tind the Transportation Workers Dnion and Lhe BrotJierhood Railway 
Carmeu Division/Transportation Conanun icat ions mtemational Union 
dated Septeabor 1. 1977 as ataended-

1. Trains which w i l l carry or receive blocks of cars to be 
b.lock swapped must receive their i n i t i a l terrainal test imder 
49 CFR S232.12 and mechanical inspection under 49 CFR Part 
2T.F>. Subparts A anfl B by carmen at the originating terminal 
for such trains. The mechanical inspection aust be a 
waijcing ingpecr-.on of both sides of the train. The i n i t i a l 
t»rrr.inal test, must alao mcludn a walking inspection of both 
PidoK of the tram on the application of the brakes with the 
option to perforrr. a r o l l by inspection ot the release of the 
brakes peformca by two cainen, one on each side of the 
train. The mechanical inspection and i n i t i a l temlnal test 
can be performed conc^urently as long as defective equipment 
:s zemoved in acccroance vith this plan. Carmen performing 
these tests muat compleLe and sign an a i r s l i p to travel 
with the tram. An oiigiaa. or copy of the a i r s l i p must 
travel with each block of cars and the train to which i t 
will be added. 

2. At locations where time sensitive blocks are added to 
framG, there must be a riding inspection (at a speed ot 10 
mph or lean) by carmen on both Eldes of the train of the 
application and re^eapp. A roll-by inspection by carmen 
stationed on both sidcb of the tram with thu train xnovlnfi 
no taster than 10 mph may be perforiaed in place of a riding 
inspection of the release. 

a) If a riding inspection ot only one sideu is possible 
due to tbe phyeica} conditions of the facility, then a 
riding inspection of one side is required as set forth 
above. Additionally tJie carmen wili perform an 
obBerved set and release of the brakes on thc last car 
in responeo to the tram controls at the head end and a 
roll-by inspection of both sides of rhe train with tbe 
train moving no faster than 5 taph. 

b) I f a riding inspection of both sides ie in^ossible due 
to the phycacai conditicnB of the f a c i l i t y , then the 
carmen wil l perf onr. an observed set and re.lease of the 
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brakes on the iast car in respoDBe to thc train 
controls at the head end and a roll-by inspection of 
both sides of the train with the tram moving no faster 
tnan 5 aaph. 

C) I t i s the intent of thie proposal that Conrail w i l l us» 
a l l of i t s efforts to have such trains placed where 
they can be inspocted on both sides. Tf thie i s not 
possible, then the crams should be placed where 
Inspection on one side is possible. For example, 
trains should be placed on outside tracks or on other 
tracks that arc adjacent to roadways to allow a riding 
inspection of at least one side, conrail ie not to 
deliberately rircuaivent these provie-ions in order to 
prevent riding inspections when and where such 
placement i s poooible. Any questions regarding the 
abi l i t y of Conrail to perform riding inspections shall 
be handled on a case by case basis. 

3. Any tram engaged in block ewpping shall not have any 
defective cars moving under 49 CFR §215.9. Any caro 
discovered with FRA defects shall be repaired in the train 
or remcrwed from the train for repairs. 

4- Operative 2-way EOT devices shall be required for a l l trains 
engaged in block swapping. 

5. I f any train engaged in block swapping docs not have 
operative dynamic brakeo on any unit, the train crtiw ahall 
be notified and the dynamic braket shall be repaired at tiie 
f i r s t opportxinity. 

6. Mileage for the Intennediate Inspection of any train engaged 
*n block swapping snail be governed by the car or block ot 
care in the train with the most miles travelled frxDir. i t s 
point of origin ox last intermediate inspection. A l l »uch 
intermediate inspections shaii be performed by carmen. 

7. The Interim provisioaa set forth herein shall apply only eo 
long as PRA i s involved in the verification of the tiM^ 
sensitivity of the specific freight, cars and trains eet 
forth in thc l i s t to be provided''by Conrail and whether euch 
blocks are placed in tracks for sufficient periods of tune 
to '.if inspected. FRA i s to verify that; 

a) The 'time scmjitive* freight identifiod in the l i s t 
naist be deliver€KJ by a specific time or Conrail w i l l 
face penalty or lose cf business under the terms of an 
eacioting contract; and 

b) The "tin-.e sensitive" blocks of cars identified in the 
l i s t are not in the yard or other f a c i l i t y for longer 
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than three hours without inspection. Furthermore, such 
blocJcs of cars must s t i l ] be inspected i f there i s 
Bufficient time to allow a mechanical inspection of the 
block of cars under 49 CFR Part 21b, Subparts A and B 
and i n i t i a l tenrinal test under 49 CPR 5232.12 prior tc 
the blocJi of cars being added to a departing tmin and 
the tracks where the blocks of cars are located are not 
otherwise unavailable for inspection due to switching 
operations involving the blocks of cars. 

'8. a) r>efinltion of .« block of carsr A block ot cars i s 
defined as one or more cars continuously coupled 
together in a solid block in a tjraS-n wiiich ndtien removicd 
fraa the train remim intact and coupled together and 
which were previously tested and insporrted by carmen 
under 49 CFR §215.23 and 49 CFR S232 .13 ( c - j ) V i t h l a SOO 
aiJes of origination. 

b) Thc number ot blocks that can be ewsppcd I s ae follows: 
CfaJy three blocks are to bc added Co each existing 
through tra i"n at any one location. Hiis rescrictJon 
for three blocks runs for thc l i f e Of the train. Tbe 
nember of cara Lo be added I s not to exceed 50i of the 
total nuinber of cars in tbe orig-inaJ througch traui. 

c) Block swapping shall occur within 500 miles of original 
terminal ass follows: Care to ise block swapped aruat noc 
travel over 500 mi Ier frora their original cermixraJ and 
che location where they arc to be block cwapped. 

9. Conrail, faxc/TCU, TWtJ, vrrc and BLE agree that thc course of 
action set forth heiein i s without prejudice to the right of 
Conrail. BRC/TCU. TWi;, UTU or BLE to mamtain contrary 
positions on the subjects covered by FRA Technical Bulletins 
MPitB 97-1 and MfSa* 97-2, and present or future FRA 
mterpretations or enforcement guidelines affecting carrier 
compliance with 49 CFR Parts 215, 231 and 232. 

10. This proposal i s subject to the r a i l labor representatives' 
review of the specific l i s t provided by Conraii identifying 
time sensitive trains and blocks of cars with train symbolfi, 
origin, deatinatior., locations where block swapping i s to 
occur and the nature of the time sensitive freight involved 
and approval by FKA. Conrail tAs maintained that 
apprcatimately 28% oi i t s trams contain time sensitive 
freight. Conrail has been reluctant co provide the 
information req^eeted prior to agre«ment to this proposal. 
Accordingly, the labor organisations reserve the right to 
withdraw support tor this proposal should the information 
reqje«ted not ba provided immediately or the infonnation 
provided ie not consistent with Conrail's claims. 
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Consnuni cat ions I n t e m a t i o n a l 
Onion (SRC/TCU) 

* r i n a l 5/9/97 - paife 5 • 



I KI)F:RAL RAILROAD ADMINF.STRATION FILES 

(ieneral Conipluints: 
Propert> / L«>catioii/.II*B 

Conrail 

Rca.son for Investigation 

Air brake in.structioas issued by Conrail to be 
used by Car Inspectors while periorming ITT 
test using yard air supply 
l iled letter with I RA 7,/22/97 

Conrail/Cleveland. OH 
II .T.U. 

Moving 20 to 30 gondolas trom Atlas Iron 
Products to Brookpark l ord 
l-ilec' letter with I RA 5./15/97 

Conrail'Hallimore, Ml) 
T.W.U. 

Viola!ion ot Power Brake. Satety Appliance and 
Mech.inical detects - linola Yard (PA) and 
lialtnnore Yard Irain UB'l" 398 
Ixlter filed wiiii I RA 3/24/97 

Conrail/Buekeye. OII 
T.W.U. 

Violation of Power Brake and Safety Appliance 
Buckeye Yard 
Letier liled with I RA 2/13/97 

Conrail/BuckcNc. OH 
T.W.U 

Violation of Power Brake and Safety Appliance 
Buckey.' Yard 
U'lter'liled with I RA 2/14/97 

Conrail 
T W U 

Carrier' failure to comply with pre-departure 
inspection at Collinwood. Rockport and 
Whiskey l>land facilities 
Ix'tter filed with LRA 6/17/97 

Conraii Newark. NY 
JPB No L>() 

Carrier lailure to perform pre-departure 
inspo-tion & air brake tests-traincrew BA2 
Oak Island Yard 
U-tter filed with FRA 2/18/97 

Conrail/Newark. NJ 
JPB No 

Canier failed lo perfonn pre-depature 
mechanical inspection ij2L5(a)(b) 
Oak Island Vard 
Le.ter tiled with I-R A 3/24/97 

E x h i b i t C 



(ieneral Complaints: 
Prope rt > / Locat ion /.I PB 
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Reason for Investigation 

Conrail/Newark. 
JPB No. 130 

NJ Carrier violation w uh mechanical inspection 
procedure (ij215(a)(b) - Oak Island Yard 
Letter filed wilh I RA 3/24/97 

('oiiiail/Newark. 
JPB No. 150 

NJ Violation of Power Brake and Safety .Appliance 
Oak Island Yard 
Letter filed with I RA 4/1/97 

Coniail/.Newark, 
JPB No. 150 

NJ Violation of Power Brake and Safety Appliance 
Oak Island Yaid 
U-tter filed w ith I RA 4/7/97 

CoiH;iil Newark. 
JPB No 150 

NJ Violation of Power Brake and Salely Appliance 
Oak Island Yard 
Utter tiled w ith I RA 4/9/97 

Conrail Newark. 
JPB No 150 

NJ Vit)latioii of Power Brake and Safety Appliance 
Oak Island Yard 
Utter filed with FRA 4/9/97 

Conrail Newark. 
JPB No 150 

NJ Violation of Power Brake and Safety Appliance 
Oak Island Yard 
U"tter filed with I RA 4/10/97 

Conrail Newark. 
JPB No. 150 

NJ Violation of Power Brake and Safely Appliance 
Oak Island Yard 
Utter filed with FRA 4/1U97 

Conrail'Newark. 
JPB No 150 

NJ Violation of Power Brake. Satety Appliance and 
.Mechanical detects - Oak Island Yard 
Lelter tiled with FRA 6/13/97 

Comail Newark. 
JPB No 150 

NJ Violation of Power Brake. Safety Appliance and 
Mechanical defects - Oak Island Yard 
Letter tiled with I RA 6 16/97 

Conrail Newark. 
JPB No. 150 

NJ Violation of Power Brake. Safely .Appliance and 
Mechanic; 1 defects - Oak Island Yard 
U'tler filed with I RA 7 3 97 



(ieneral C»>iiiplaints: 
Propert\/l -ocat ion/.I PB 

3 

Reason for Investigation 

Norfork Soulliern'Rocky Mount 
JPB No. 340 

NC X'iolalion of defective aii brake equipment 
initial lerminal test on CSX T Tram 471 
Berkley Yard 
U'tler filed with FRA 5/30/97 

Norfolk .Southern/Buffalo Junction.NY 
JPB No. 2(K) 

U'lter to I RA l ine for investigation into NS 
moving defective equipment out of Buffalo 
Letter written 5/15/97 - no response 

Norfolk Southern/Buffalo. N \ ' 
JPB No 200 

Violation of Safeiy Appliance and Mechanical 
defects - I rain 309 and DOT inspectic)n 
Buffalo Junction 
Letter filed with I RA 6/18,'97 

.AINTS LNDKR INVKSTKiATION 

Conrail/Allenuiwn Yard. PA 
JPB NO.L50 

\ iolaiion of Safety .Appliance and l\>wer Brake 
LRA F I L L NO. PB9(.-C R-2(M57 

Conrail/.MIeiUown \ ard, P.'\ 
JPB No. L50 

N'iolaluMi of Safely Appliance and Power Brake 
FRA F I L L NO. PB96-CR-20156 

CtMirail'.Mlentinvn Yard. PA 
JPB No l.so 

Violation of Safelv .Appliance and Pvnver Brake 
FRA F I L L NO. PB96-CR-20I58 

Conrail/Allentown Yard, PA 
JPB No 150 

X'iolalion of Safety .Appliance and Power Brake 
FRA F I L L NO. PB96-( R-20I60 

Connul .MIontown Yard. P.\ 
JPB No 150 

"v iolation ot Satety Appliance and Power Brake 
FRA FILL NO. P i m C R-20163 

Cttmail .'Mlcniowti \ aid. P.'\ 
JPB NO 150 

VioIatiiMi ot S.itetv .Appliance and Power Brake 
FRA F I L L NO. PB96 C R-2in64 

Conrail .Allentown Yard, i'A 
JPB No. 150 

\'iolation o\' Satet\ .Appli.iiicc anad Power Brake 
FRA F I L L NO. PB96-CR-20167 

Conrail .Allentown 'S ani. P.\ 
JPB No 150 

X'iolalion of Safety .Appliance and Power Brake 
FRA FILL NO. .Sy6-C R-20I7I 



Coniplaiiits I nder Investigation: 
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Conrail/Allentown Yard. PA 
JPB No. 150 

Empty hopper car CR 887322 with defective air 
brakes, air brakes cut out-shopped at Pittson Yard 
FRA F I L E NO. PB96-CR-20149 

Conrail/.AlIenlown Yard. P.A 
JPB No. 1.50 

Violation of Safetv .Appliance and Power Brake 
I RA F I L E NO. .S97-CR-20(M4 
ASSESS.MENT OF C I M L PENALTIES 

Coiirail/.Allentown Yard. P.A 
JPB No. 150 

X'iolalion of Safety .Appliance and Power Brake 
FRA F I L E NO. PB97-CR-2(M)02 

Conrail/Baltimore Yard. Ml) 
T.W.U. 

Violation of Safely Appliance on Train BAF.L 4 
FRA F I L E NO. S96-CR-20153 
ASSESS.MENT OF C I M L PENALTIES 

Conrail Baltimoie Yard MI) 
T.W.U. 

Violation of §215.9-defeclive wheels/train TV22 
FRA F I L E NO. K97-CR-20()29 
ASSESSMENT OF CIVIL PENALITES 

Conrail/Bayview Yard, Ml) 
T.W.U. 

Violation of Sateiy Appliance and Power Brake 
FRA F I L E NO. .S97-CR-20052 
three complaints under one file number 
INVESTKiATION COMPLETE 

Conrail/Bayview Yard. MD 
r W . U . 

Violation of SafeU Appliance and Power Br;ike 
FRA F I L E NO. PB97-CR-20()59 

Conrail/Bayview \ M \ \ . MI) 
T.W.U 

Violation of Satety Appliance. Power Brake and 
Mechanical defects 
FRA F I L E NO. S97-( R-20062 
INVESTKiATION COMPLETE 

Conrail Bay view Yard. Ml) 

rwu. 
ViolatitMi of Saiety Appliance. Power Brake and 
Mechanical defects 
FRA F I L E NO. PB97-C R-2(K>63 
INVESTKIATION COMPLETE 

Conrail Bayview Ya'd, Ml) 
T.W.U. 

\'iolalion of Saiety Appliance. Power Brake and 
Mechanical detects 
FRA F I L E NO. S97-CR-2()073 



Complaints Lnder Investigation: 
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Conrail/Bayview Yard, MI) 
T W.U. 

Violati(>n of Safety Appliance. Power Brake and 
.Mechanical delects 
FRA FILE NO. .S97-CR-2()072 
two complaints under une file nuniher 
INVESTKiAI ION ( O M P L E T E 

Conrail/Bayview "i'ard. Ml) 
T W U . 

Violation of Satety Appliance 
FRA F I L E NO. S97-CR-20043 
A.SSESSMENT FOR C I M L PENALTIES 

Coniail/Buckeye Yard. OH 

rwu. 
Violation of Safety Appliance and Power Brake 
FRA F I L E NO. PB96-CR-2(H62 

Comail Buckeye Yard OII 
r VV u 

Violation of Safety Appliance and Power Brake 
FRA F I L E NO. PB96-CR-20I59 

Conrail BuckcNc Yard. OH 
T W U 

Violation of Safely .Apfiliance and Power Brake 
FRA F I L E NO. .S97-( R-20045 
3 complaints under one file number 
INVESTKiATION COMPLETE 

Conrail Buckeye \ aid. OH 
T.W.U. 

Violation of Salely Appliance and Power Brake 
FRA F I L E NO. .S97-C R-20001 

Conrail Buckeye Yard. OH 
T.W.U. 

Violation of Safety Appliance and Power Brake 
FRA FILE NO. S97-CR-20024 
INN ESTKiATION ( O M P L E T E 

Coniail/Collimvood Yard. OH 
T.W.U. 

l ailure lo pe form pre-departure inspection and 
power brake inspeclii>n (block swapping) 
FRA F I L E NO. PB97-CR-200I6 
ASSESSMENT OF CIVIL PENALTIES 

Conrail Collinwood ^aid. Oil 
T W U . 

Violation of Satety Appliance, Power Brake and 
.Mechanical defects 
FRA FILE NO. PB97-CR-2006I 
INVESTKi VI ION COMPLETE 

Conrail Coliimvood " '̂aid. OH 
T.W.U. 

\ iolalit)n of Power Bakes - train TV KX) 
FRA FILE NO. PB97-CR-20038 
INN ES FKiAI ION COMPLETE 
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Complaints I nder Investiuation: 

Conrail/Collinwood Yard. OII 
T.W.U. 

Violation of Power Brakes - Train TV 207 
FRA FILE NO. PB97-CR-20037 
INVESTIGATION COMPLEFE 

Conrail/Llkhart Yard, IN 

rwu. 
Outbound irains dispatched without effectuating 
repairs- violation of Salely Appliance '.nd 
Power Brake 
FRA F I L E NO. K97-CR-400I2 

Conrail/i;ikharl Yard. IN 
T.W.U. 

Improper initial terminal air brake test (ITT) 
FRA F I L E NO. K97-CR-400I0 

Conrail/i:ikharl Yard. IN 

rwu. 
Violation of Power Brake and Mechanical defects 
FRA FILE NO. K97-CR-400I2 
INVESFKiATION CO.MPLETE 

ConraiI/F:ikhart Yard, IN Violation of Safety Appliance and Power Brake 
FRA FILE NO. K97-CR 40009 
9 complaints covered under one file number 

("onrail/F.lkhart Yard. IN 
T.W.U. 

Improper initial lerminal air brake test (ITT) 
FRA FILE NO. K97-CR-400I0 
3 complaints covered under one file number 

Conrai|/F:ikhart Yard. IN 
T.W.U 

Improper initial terminal air brake test (ITT) 
FRA F I L E NO. PB97-CR-40038 

Conrail/Flkhart Yard. IN 
T.W.U. 

Improper initial lermitial air brake test (ITT) 
FRA F I L E NO. PB97-CR-40048 

Conrail/i:ikhari Yard. IN 
T.W.U. 

Violation of Saiety Appliance and Power Brake 
FRA F I L E NO. K97-CR-40049 

Conrail/l ioniier Yard. NY 
T W U 

Violation of Safety .Appliance 
FRA F I L E V K96-CR-I0047 

Conrail Iniermodal Yard. Ml) 
T W U . 

Violation of Power Brakes - train 1 V 22/26 
FRA FILE NO. PBt»7-CR-20053 
INVESTKiATION COMPLETE 



Complaints I nder Investigation: 
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Coniail'Oak Island Yard. NJ 
JPB No. 150 

Violation of Safety .Appliance and Power Brake 
FRA FILE NO. K96-C R-l0046 
3 complaints covered under one file number 

Coniail'Oak Island Yard. NJ 
JPB No 150 

N'iolation of Safet\ .Appliance and Power Brake 
FRA FILE NO. K96-CR-10048 
4 complaints covered under one file number 

Conrail'Walton Hills Yard, OH 
T W U . 

Safety .Appliance violation on train lil.PI 
ERA F I L E NO. S96-CR-20I66 
Requested Freedom of Information 

CSXT 
JPB No 290 

Defective equipment in trains arriving av 
Chattanooga, TN and Pen.sacola. FL 
FRA F I L E : PB97-CSX-3093 (TN) 
FRA F I L E : PB97-CSX-3094 (FL) 
1 complaint-two different locations 

CSXT/Acca Yard, VA 
JPB No. 90 

Violation of Safelv Appliance and Power Brake 
FRA FILE NO. S97-CSX-2005I 
3 complaints covered under one file number 
INVESTKiATION CO.MPLETE 

(\SX'r/C,entilly Yard, LA 
JPB No 90 

Violation of Safely Appliance. Power Brake and 
Mechanical defects 
FRA FILE NO. K97-CSXT-50248 

CSXT/Cientilly Yard. LA 
JPB No 290 

Violation of Sateiy Appliance. Power Brake and 
Mechanical detects 
FRA F I L E NO. K97-CSX1-50249 

CSXT C.entilly Yard. LA 
JPB No 290 

X'iolalion of Safety Appliance and Power Brake 
FRA F I L E NO. k97-CSX-50234 
INVESI KiATION COMPLETE 

CSXT/Russcil Yard, KY 
JPB No 90 

Violalii>n of Safety Appliance. Power Brake and 
Mechanical defects 
FRA F I L E NO. S97-( SX-2002I 
ASSESSEMENT EOR C I M L PENALTIES 



Complaints L'nder hnestigation: 
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CSXT/Queensgale Yard, OH 
JPB No. .30 

rec. FOI 7/28 97 

X'iulaiion of Safely .Appliance and Power Brake 
FRA FILE NO. .S97-CSX-20022 
INX ESTKiATION COMPLETE 
Requested Freedom of Information 

CSX IVyueensgale Yard. OH 
JPB No. 30 

rec. FOI 7/28/97 

X'iolalion of Safety Appliance and Power Brake 
FRA FILE NO. .S97-CSX-20023 
INX ESTKiATION COMPLETE 
Requested Freedom of Information 

CSXT/Queeitsgate Yard, OH 
JPB No. .30 

Violation of Saiety Appliance and Power Brake 
FRA FILE NO. S97-CSX-20067 
IN\ ESTKiATION (OMPLETE 
OFFICE OF CHIEF COUNSEL 

CSX r Queensgate Yard. OH 
JPB No 30 

Violation of Satety Appliance and Power Brake 
FRA FILE NO. .S97-CSX-20068 

Norfolk .Southern/Ashville. NC 
JPB No. 200 

Violation of mechanical inspections 
FRA FILE NO. PB97-NS-3045 
I N \ ESTKiATION CO.MPLETE 

Norfolk Southern/Calumet Yard, IL 
JPB No 200 

Block swapping - tailure to perform mechanical 
inspection and air brake inspection 
FRA FILE NO. K97-NS-4006I 

Nortblk Soutliern/Calumel Yard, IL 
JPB No. 200 

frain LC23 with 143 cars - violated §232.12 
defective air brakes to run in the train 
FRA FILE NO. PB97-NS-4008I 

Norfolk Soulhern/Chatlanooga. TN 
JPB No 200 

Violation of mechanical inspections and air brake 
inspections not being performed into the "Wye" al 
this facility. 
FRA FILE NO. PB97-NS-3070 
INX ESTKiAI ION COMPLE I E 
ASSE.SSMENT OF C I M L PENALTIES 

Norltilk Southern/Detroit Yard. MI 
JPB No. 340 

X'iolalion of Powei Brake 13 fre'ght cars 
FRA FILE NO. PB96-NS-40090 
ASSESSMENT FOR PENAL PIES 



Complaints L'nder Investigation: 
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.Norfolk Southern/Detroil Yard, .MI 
JPB No 200 

Movement of defective air brake equipment 
car MSF 1934 train 411 
FRA FILE NO. PB97-NS-40078 

Nortolk Soulhern'Iilmore Yard. WV 
JPB No. .340 

X'iolalion of Safety Appliance and Power Brake 
FRA FILE NO. PB97-NS-20060 

Norfolk Soulhern/F. 
JPB No. 200 

Wayne Yard. IN X'iolalion of Safely Appliance and Power Brake 
FRA FILE NO. k97-N.S-400.>8 

Norfolk .Souihern/L. 
JPB No 200 

Wayne Yard, LN X'iolalion of Safety Appliance and Power Brake 
FRA FILE NO. k97-NS-40059 

Norlolk Soulhern/F .̂ 
JPB No 200 

Wayne \ aid. IN X'iolalion of Saiety .Appliance and Power Brake 
FRA FILE NO. K97-NS-40()62 

Norlolk Soulliern/Iv. 
JPB Ni) 200 

Wayne Yard. IN Vit)lalion of Safety. Power Brake and Mechanical 
defects 
FRA FILE NO. K97-NS-40086 

Norfolk Southern/Ii. 
JPB No. 200 

Wavne Yard, IN X'iolalion of Satety Power Brake and Mechanical 
detects 
FRA FILE NO. K97-NS-40087 

Norh)lk Southern/lrondale \ ard. AI . 
JPB No. 200 

Violation ot Power Brake and 45 USC 20303 
FRA FILE NO. PB97-NS-3003 
ASSESS.MENT FOR PENALTIES 

Nortolk Southern 
JPB No. 200 

Detective cars run from Jacksonville. I - I . to 
Mact>n. CiA - ^232 violation 
FRA FILE NO. .S97-NS-3039 
ASSESSMENT FOR C IVIL PENALTIES 

Norlolk Southern/Louisville, KY 
JPB No. 200 

Violation of Safety Appliance and Power Brake 
FRA FILE NO. S97-NS--3030 
I N \ ESTKiATION (OMPLETE 

Norfolk Southern/Louisville. KY 
JPB No. 200 
2 complaints-same violations 

Violation of Mechanical defects - blocks of cars 
111 outbound irains wiih pre-departure inspectit)n 
FRA FILE NO. S97-NS-3033 
FRA FILE NO. .S97-NS-3034 
ASSESS.MEN 1 FOR CIV IL PENALTIES 
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Complaints Under Investigation: 

Norfolk Southern/Louisville, KY 
JPB No. 200 

Violation of Safely .Appliance and Power Brake 
FRA FILE NO. S97-NS-30.̂ 0 
Requested Freedom of Information 

Norfolk Southern/Louisville. KY 
JPB No 2(M) 

rec. FOI 8/25/97 

Violation of Safety Appliance and Power Brake 
FRA FILE NO. S97-NS-3049 
INV ESI KiATION COMPLEIE 
Re(|uested Freedom of Information 

Norlolk 
JPB No 

Southern/Oliver Yard, LA 
200 

Violation of Safety Appliance and Power Brake 
FRA FILE NO. k97-NS-50233 
INV ESTKiATION CO.MPLETE 

Norlolk 
JPB No 

Southern/Oliver Yard. LA 
200 

Violation of Safety Appliance and I\)wer Brake 
FRA FILE NO. k97-NS-50243 
INVESI KiATION COMPLETE 

Norlolk 
JPB No 

Southern/Oliver Yard. LA 
2(K) 

Violation of Safety Appliance and Power Brake 
FRA FILE NO, k97-NS-502.38 
INVESTKiATION COMPLETE 

Norfolk 
JPB No 

Southern/Oliver Yard, LA 
200 

Violation of Safely Appliance. Power Brake and 
Mechanical defects 
FRA FILE NO. K97-NS-.';0245 
INV ESI KiATION COMPLETE 

Norfolk 
JPB No 

Souiiiern/01i\er > aid. l.,A 
200 

Violation oi Safety Appliance. Power Brake and 
.Mechanical delects 
FRA FILE NO. K97-NS-50247 
INV ESTKiATION CO.MPLETE 

Norfolk 
JPB No 

Southern/Oliver Yard, LA 
200 

Violation of Safely Appliance. Power Brake and 
Mechanical detects 
FRA FILE NO. K97-NS-50246 

Norlolk 
JPB No 

Southern/Porlsmoulh Yard, OH 
340 

X'iolalion of Safely Appliance. Power Brake and 
Mechanical defects 
FRA FILE NO. .S97-NS-20078 

Norfolk 
JPB No. 

Soulhern/Shetfield Yard. Al 
200 

X'iolalion of l.OOO inspection 
FRA FILE NO. PB97-NS-3I00 
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Complaints I nder Investigation: 

Ni>rtblk Soulhern/Woi)dslock Yard. L.A Alleged movement of defective car T'FW.X 
JPB No. 200 974465 from Woodstock lo New Orleans. LA 

FRA F I L E NO. PB97-NS-3075 

Norlolk & Western/N. Kansas City, MO X'iolalion of Safety Appliance, Power Brake and 
JPB No. 340 .Mechanical detects 

FRA FILE NO. S97-NVN -60660 
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TRANSPORTATION . COMMUNICATIONS 
INTERNATIONAL UNION 

AfL GO. ac 

LEGAL DEPARTMENI . 0(Jtdber 21, 1997 

/ 

ROBERT A SCARDEllFTT/ 

MITCHELL M KRAUS 

CHRISTOPHER J TUUY 

VIA HAND DELIVERY 

Mr. Vernon A. Williams, Secretary 
Case Control Branch 
ATTN: STB Finance Docket No. 3 3.3 8 8 
Surface Transportation Board 
1925 K Street, NW 
Washington, DC 20423-0001 

Re: Finance Docker. No. 3 3388, CSX Corporation and CSX 
Transportation, Inc., Norfolk Southern Corporation 
and Norfolk Southern Railway Company -- Control and 
Oparating Leases/Agreements -- Conrail Inc. and 
Consolidated Rail Corporation 

Deal Mr. Williams: 

Ericlosed please f i n d an o r i g i n a l and twenty-five copies of 
Transportation•Communications I n t e r n a t i o n a l Union'3 Comments to 
Proposed Railrc.ad Control and Operating Leases/Agreements 
App l i c a t i o n 'TCU-6), V e r i f i e d Statement of Thomas R. Roth {TCU-7), 
V e r i f i e d Statement of Joel M. Parker (TCU-8), V e r i f i e d Statement of 
Richard A. Johnson (TCU-9) ana C e r t i f i c a t e of Service (TCU-10) i n 
the above-captioned matter. 

Also enclosed are two 3.5-inch IBM compatible floppy disks 
containing the abcve documents. 

Thank you fo r your a t t e n t i o n to t h i s matter. 

Very t r u l y yours, 

- WIG* CH t^f Stoeiafy 

M i t c h e l l M. Kraus 
General Counsel OCT 7 1 W/ 

MMK:fm 
Enclosures 
CC: The Honorable Jacob Leventhal 

A l l Parties of Record (per Service L i s t ! 

3 Reseorch Place • Rockville, MD 20850 • (301) 948 4910 • FAX (30?) 330-7662 
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BEFORE THE -̂ î  
SUKFACF TRANSPORTAT.Tv^ BO. 

Finance Docket No. 33388 

Dul >̂'»i*'̂ •cofd CORPORATION AND CSX TRANSPORTATION, 
- - . NORFOLK SOUTHERN CORPORATION AND / 

NORFOLK SOUTHERN RAILWAY COMPANY 
--CONTROL AND OPERATING LEASES/AGREEMENTS— 

CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

VERIFIED STATEMENT OF JOEL M. PARKER 

My name iT Joel M. Parker. I have been an I n t e r n a t i o n a l Vice 

P r e s i d e n t of Transporuation•Communications I n t e r n a t i o n a l Union 

(TCU) s i n c e 1991, where I am i n charge of the I n d u s t r y R e l a t i o n s 

Department. That department i s re s p o n s i b l e f o r the c o o r d i n a t i o n 

and support of a l l n e g o t i a t i o n s and a r b i t r a t i o n s on b e h a l f of the 

i n t e r n a t i o n a l union. I am TCU's member t o the j o i n t N a t i o n a l 

S a l a r y Board which a d m i n i s t e r s the N a t i o n a l Salary Plan between TCU 

and the p a r t i c i p a t i n g c a r r i e r s , i n c l u d i n g Nr--folk Southern and 

C o n r a i l . TCU represents the c l e r i c a l c r a f t and c l a s s on NS, CSXT 

and C o n r a i l . 

N o r f o l k Southern's Proposal t o Abrogate 
the C o n r a i l C o l l e c t i v e Bargaining Agreem.ent 

TCU i s compelled t o respond t o those f a c e t s of N o r f o l k 

Southern's Operating Plan'- which would have s i g n i f i c a n t and 

permanent ne g a t i v e e f f e c t on TCU-represented employees y e t f a i l t o 

r i s e t o the l e v e l of business n e c e s s i t y . We take issue 

•Volume 3B of 8, NS Operatina Plan, Labor Impact Exhibit, Density Charts and 
Supporting Statements {CSX-'N?-.\' , .'•.ppendix A. 
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s p e c i f i c a l l y w i t h Applicants' plan to abrogate Conrail c o l l e c t i v e 

bargaining agreenents through the application of "appropriate NS 

practices and applicable NS c o l l e c t i v e bargaining agreements f o r 

each c r a f t , " and the coordination of C l e r i c a l s e n i o r i t y d i s t r i c t s 

on Conrail i n t o "the appropriate NS s e n i o r i t y d i s t r i c t s , depending 

on o v e r - a l l system operating needs." Carrier t h e r e a f t e r l i s t s four 

" e f f i c i e n c i e s and b e n e f i t s " flowing from such arrangements. 

As i t s f i r s t alleged " e f f i c i e n c y and b e n e f i t , " NS avers that 

the e l i m i n a t i o n of the Conrail c o l l e c t i v e bargaining agreement w i l l 

"permit a single, system-wide uniform claims and grievance appeals 

procedure..." This statement i s belied by the fact that there are 

c u r r e n t l y three d i s t i n c t c l e r i c a l c o l l e c t i v e bargaining agreements 

on Norfolk Southern: Norfolk Southern (Corporate), Norfolk and 

Western Railway, and Southern Railway (n^w c a l l e d Norfolk Southern 

Railway). Each has d i f f e r e n t r u l e s ; eacn has d i f f e r e n t procedures. 

For example, the di s c x p l i n e appeal procedure on the Southern 

Railway agreement i s d i f f e r e n t than those i n the other two 

agreements. The r u l e governing d i s c i p l i n e i n v e s t i g a t i o n s i s 

d i f f e r e n t . And there i s an intermediate appeal step that i s not 

present i n the other two agreements. 

More importe.ntxy, s i m p l i f i c a t i o n of labor r e l a t i o n s procedures 

and claims handling has absolutely no r e l a t i o n s h i p to operational 

e f f i c i e n c i e s that may be necessary to teap the benefits of the 

transact i o n . In f a c t , i t barely r i s e s to the l e v e l of convenience, 

which cannot be the standard f o r e l i m i n a t i n g the Conrail c o l l e c t i v e 

bargaining agreement. 
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This "ease of a d m i n i s t r a t i o n " r a t i o n a l e , i f accepted, would 

mean t h a t the mere e x i s t e n c e of m u l t i p l e c o l l e c t i v e b a r g a i n i n g 

agreements a f t e r a t r a n s a c t i o n somehow t h w a r t s the b e n e f i t s of the 

merger. A c c o i d i n g t o NS, i t i s s e l f - e v i d e n t t h a t one c o l l e c t i v e 

b a r g a i n i n g agreement i s more e f f i c i e n t t o a d m i n i s t e r than two, and 

the a c q u i r i n g c a r r i e r ' s agreement should p r e v a i l . ( D e p o s i t i o n R. 

Spenski, September 2, 1997, pp. 87-88, 104-105.) The STB, and 

be f o r e i t the ICC, has never before accepted t h i s argument as 

s u f f i c i e n t t o o v e r r i d e an e x i s t i n g c o l l e c t i v e b a r g a i n i n g agreement. 

I f p e r m i t t e d here, i t would e f f e c t i v e l y mean t h a t an automatic 

consequence of a merger or c o n t r o l t r a n s a c t i o n would be the 

e l i m i n a t i o n of a l l but the a c q u i r i n g c a r r i e r ' s c o l l e c t i v e 

b a r g a i n i n g agreement. 

That t h i s has never before been sanctioned by the STB or ICC 

i s evidenced by the ex i s t e n c e of m u l t i p l e c o l l e c t i v e b a r g a i n i n g 

agreements i n each c r a f t on almost every merged r a i l r o a d . As 

p r e v i o u s l y s t a t e d , t h e r e are three e x i s t i n g c l e r i c a l agreements on 

the N o r f o l k Southern. There are f o u r e x i s t i n g c l e r i c a l agreements 

on CSXT. When the Southern merged w i t h N o r f o l k & Western, the same 

argument r e g a r d i n g the a c q u i r i n g c a r r i e r agreement c o u l d have been 

made. But t h a t argument was not even advanced, and the need t o 

a d m i n i s t e r m.ultiple agreements has not prevented NS from o p e r a t i n g 

e f f i c i e n t l y and p r o f i t a b l y . 

The second b e n e f i t t h a t NS claims w i l l r e s u l t from the 

e l i m i n a t i o n of the C o n r a i l Agreement i s t h a t "One Wage Grade 

s t r u c t u r e . . . w i l l c o ntinue on the expanded NS system. T h i s 
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s i m p l i f i e s the p a y r o l l process."- The " e f f i c i e n c y " of having one 

wage grade s t r u c t u r e i s i n r e a l i t y u n a t t a i n a b l e , as we w i l l e x p l a i n 

below, and i t s importance i n t h i s c o n t e x t i s g r o s s l y exaggerated by 

NS. 

U n l i k e past mergers, where o f t e n more than one thousand 

c l e r i c a l r a t e s of pay e x i s t e d on the i n v o l v e a c a r r i e r s , i n t h i s 

case both C o n r a i l and NS have implemented the N a t i o n a l S a l a r y Plan 

(NSP) . ' We a t t a c h a copy of the Memorandum of Agreement which 

implemented the NSP on C o n r a i l as TCU E x h i b i t "A". We a l s o a t t a c h 

as TCU E x h i b i t "B" a copy of the Wage Grade Rates on both c a r r i e r s , 

as summarized by the N a t i o n a l Railway Labor Conference and made a 

p a r t of the 1996 N a t i o n a l Agreement. 

Under the NSP, every c l e r i c a l p o s i t i o n on both NS and C o n r a i l 

was e v a l u a t e d by a j o i n t labor-management committee a c c o r d i n g t o 

p r e d e f i n e d j o b content c r i t e r i a , and then placed i n one of o n l y 

f i f t e e n (15) Wage Grades. Thus, both C o n r a i l and NS have i n place 

i d e n t i c a l 15 Wage Grade s t r u c t u r e s , a l b e i t w i t h s l i g h t l y d i f f e r e n t 

r a t e s of pay. E v e n t u a l l y , a l l employees on both c a r r i e r s w i l l be 

p a i d Wage Grade Rates, which means t h a t the s i m p l i f i c a t i o n i n 

p a y r o l l s t r u c t u r e t h a t NS t o u t s as a b e n e f i t of e l i m i n a t i n g the 

C o n r a i l CBA amounts t o the r e d u c t i o n of t h i r t y r a t e s of pay t o 

•Vol. 3B at p. 5CC, CSX/NS-20. 

In his September 2, 1997 deposition, NS's Robe:- misstated that 
Conrail had never implemented the Salary i ̂ an . iDeposition oi 
Robert S. Spenski and Kenneth R. F- .: . iinance Docket No. 33388, before the 
Surface Transportation Board on Septt.T.ber ,̂ I99'7, Page 102, 22-25.1 Applicants, 
however, are now in agreement that Conrail has implemented the National Salary 
Plan. Answers to TCU Supplemental Interrogatory No. 6, CSX/NS-1J2. 
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f i f t e e n , hardly an e f f i c i e n c y necessary to reap the benefits of the 

transaction. 

In the near term future, the e l i m i n a t i o n of the Conrail CBA 

would have no di s c e r n i b l e impact on reducing the number of rates of 

pay. Under the NSP, e x i s t i n g employees m.aintained t h e i r i n d i v i d u a l 

rate of pay i f i t was higher than the newly established Wage Grade 

Rates. Approximately f i f t y percent of the empioyees on both 

c a r r i e r s thus receive an i n d i v i d u a l i z e d rate, rather than the Wage 

Grade Rate;. Many hundreds of such rates e x i s t . They would continue 

even i f the Conrail CBA was eliminated. 

I t i s not true that one wage grade s t r u c t u r e i s required i n 

order f o r NS to employ "a single wage and p a y r o l l system." The 

Conrail CBA has no rul e that c o n f l i c t s w i t h p a y r o l l periods or 

payday procedures on NS. S i g n i f i c a n t l y , NS now administers three 

e x i s t i n g c l e r i c a l agreements under one p a y r o l l system. I t i s not 

necessary to eliminate the Conrail c o l l e c t i v e bargaining agreement 

i n crder to include Conrail employees i n the NS p a y r o l l system, 

which now covers employees working under the Norfolk Southern 

(Corporate), Norfolk and Western Railroad and Southern Railroad 

c o l l e c t i v e bargaining agreements. 

Most importantly, the s i m p l i f i c a t i o n of a p a y r o l l system has 

never before been elevated to the status of an e f f i c i e n c y necessary 

to a t t . i n the benefits of a merger. By d e f i n i t i o n , every merger i n 

hi s t o r y involved m u l t i p l e p a y r o l l systems. Under NS' novel theory, 

the mere existence of multiple rates of pay should have led the 

STB, and the ICC before i t , to override a l l but the acquiring 
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c a r r i e r s ' CBAs i n every such transaction. Not only has the STB, and 

the ICC before i t , never before overridden a CBA on t h i s basis, to 

m,y knowledge no c a r r i e r has ever proposed p a y r o l l s i m p l i f i c a t i o n as 

^.ationale f c r overriding CBAs. 

NS also states that the e l i m i n a t i o n of the Conrail c o l l e c t i v e 

bargaining agreement and imposition of an "appropriate" NS 

agreement would provide "expanded" employm.ent op p o r t u n i t i e s f o r 

Conrail C l e r i c a l employees by providing them with "access to 

openings on the e n t i r e NS system." Thi:3 NS claim i s wrong on i t s 

face, as even e x i s t i n g NS employees dc not have system-wide 

s e n i o r i t y r i g h t s , nor even u n r e s t r i c t e d s e n i o r i t y r i g h t s among the 

three separ...te e x i s t i n g agreements. Indeed, NS does not now have 

the r i g h t t o require employees to relocate anywhere on i t s system. 

In any event, as acknowledged by NS,"' the issue of s e n i o r i t y r i g h t s 

i n conjunction with a merger or a p a r t i c u l a r merger-related 

coordination i s t r a d i t i o n a l l y and properly addressed by an 

implementing agreement. 

F i n a l l y , NS claims that Conrail employees brought w i t h i n the 

coverage of e x i s t i n g NS c o l l e c t i v e bargaining agreements " w i l l be 

protected by standard job s t a b i l i z a t i o n provisions." 

TCU i s i n the process of negotiating with Conrail f o r job 

s t a b i l i z a t i o n p r o t e c t i o n , and that matter i s i n mediation. As of 

t h i s w r i t i n g , TCU-represented employees are covered by Conrail's 

Supplemental Benefit Plan, but not by a job s t a b i l i z a t i o n 

•Deposition R. Spenski, pp. 165-166. 

'Volume 3B at p. 315, CSX/NS-20. 
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agreement. To the e>tent t h a t NS' _ f f e r of coverage under i t s j o b 

s t a b i l i z a t i o n p l a n c o n s t i t u t e s an improvement i n b e n e f i t s , i t does 

not p r o v i d e a basis t o o v e r r i d e the e n t i r e C o n r a i l agreement. 

NS proposes t o o v e r r i d e the e x i s t i n g C o n r a i l Supplemental 

B e n e f i t s p l a n (SUB) on i t s a l l o c a t e d p o r t i o n of C o n r a i l assets,* 

a l t h o u g h the SUB w i l l be a p p l i c a b l e on the shared asset area."' 

Such an o v e r r i d e would be t o the d e t r i m e n t of employees because SUB 

b e n e f i t s are a v a i l a b l e i n s i t u a t i o n s t h a t j o b s t a b i l i z a t i o n 

b e n e f i t s are not. This i s p a r t i c u l a r l y t r u e f o r C o n r a i l employees 

c u r r e n t l y r e c e i v i n g SUB b e n e f t s , because such employees would lose 

those b e n e f i t s under the NS pr o p o s a l , and would not be e l i g i b l e f o r 

New York Dock or NS j o b s t a b i l i z a t i o n agreement b e n e f i t s s i n c e they 

would be a l r e a d y f u r l o u g h e d on the date of che t r a n s a c t i o n . 

I n sum, NS' claimed e f f i c i e n c i e s f o r the a b r o g a t i o n o f C o n r a i l 

c l e r i c a l agreements are i l l u s o r y , and c e r t a i n l y do not c o n s t i t u t e 

s u f f i c i e n t reason t o abrogate e x i s t i n g C o n r a i l agreements i n t h e i r 

e n t i r e t y . NS' claim, t h a t the a c q u i r i n g c a r r i e r ' s agreements 

a u t o m a t i c a l l y p r e v a i l i s n e i t h e r supported by STB precedent o r past 

p r a c t i c e . NS and CSXT have maintained separate c l e r i c a l 

agreements, as more r e c e n t l y have BN/Santa Fe and the Union 

Pa c i f i c / S P . 

I r o n i c a l l y , even CSXT does not share NS' viev.' t h a t the 

a c q u i r i n g c a r r i e r agreements a u t o m a t i c a l l y p r e v a i l s i n c e i t s 

'Answer to Allied Rail Unions' Interrogatory 221, CSX,/NS-110. 

Deposition K. Peifer, p. 61. 
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p o s i t i o n i s t h a t the e x i s t i n g C o n r a i l agreements w i l l a p p l y t o work 

performed on the CSXT-allocated p o r t i o n of C o n r a i l . * 

F i e l d S e n i o r i t y : CSXT's Proposal To Ov e r r i d e 
the B&O and C&O Agreements With the C o n r a i l CBA 

According t o CSXT, "The e x i s t i n g f i e l d s e n i o r i t y d i s t r i c t s cn 

the CSX-allocated p o r t i o n of C o n r a i l and the co r r e s p o n d i n g area ot 

CSX w i l l be combined i n t o one d i s t r i c t . The C o n r a i l c o l l e c t i v e 

b a r g a i n i n g agreement w i l l apply t o a l l l o c a t i o n s i n t h i s f i e l d 

d i s t r i c t . " ' 

CSXT proposes the c o n s o l i d a t i o n of p r e v i o u s l y separate r o s t e r s 

on C o n r a i l and e i g h t p r e v i o u s l y separate r o s t e r s under the B&O and 

C&O c o l l e c t i v e b a r g a i n i n g agreement t o form a s i n g l e s e n i o r i t y 

d i s t r i c t encompassing a number of s t a t e s from I l l i n o i s , I n d i a n a , 

Ohio and Michigan t o Marylana, Pennsylvania, New York and 

M a s s a c h u s s e t t s . T h e geographic scope of such a d i s t r i c t i s l i k e l y 

t o impose s i g n i f i c a n t r e l o c a t i o n burdens on employees, and as 

conceded by CSXT must be the s u b j e c t of the implementing agreement 

n e g o t i a t i n g process." I note t h a t TCU has never e n t e r e d an 

implementing agreement c a l l i n g f o r such a massive c o n s o l i d a t i o n of 

s e n i o r i t y d i s t r i c t s on both of the a c q u i r i n g and a c q u i r e d c a r r i e r s . 

T his i s p a r t i c u l a r l y t r u e where, as i s the case h e r e i n , no work i s 

being t r a n s f e r r e d between l o c a t i o n s i n t h i s p u t a t i v e s e n i o r i t y 

-Volume 3A, pp. 497 -500, CSX,/NS-2C. 

' Vol. 3A, Appendix A, p. 500, CSX/NS-20. 

CSXT Answers to In t e r r o g a t o r i e s , CSX-16, Answer 9(b). 

•Deposition of K. Peifer, September 2, 1997, p. 49. 
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d i s t r i c t , except between CSXT's f a c i l i t y at Walbridge, Ohio, and 

current Conrail's Stanley Yard i n Toledo.'^ 

Although v i r t u a l l y no work i s being tr a n s f e r r e d , CSXT intends 

t o apply the Conrail Agreement to a l l locations i n t h i s f i e l d 

d i s t r i c t . ' ' CSXT maintains that the e f f i c i e n c i e s to be derived from 

applying the Conrail agreement to CSXT locations w i t h i n t h i s 

planned s e n i o r i t y d i s t r i c t are that a l l employees i n t h i s d i s t r i c t 

w i l l b etter understand the applicable rules."* 

CSXT proposes to impose the acquired c a r r i e r ' s (Conrail's) 

agreements as opposed to the NS' view that i t i s the acquiring 

c a r r i e r agreement which should p r e v a i l . TCU's p o s i t i o n i n t h i s 

regard i s the same that has been generally followed i n a l l p r i o r 

mergers. In the absence of a transf e r of work, both agreem.ents --

i n t h i s case CSXT and Conrail should continue i n e f f e c t at the 

same geographic locations where they had previously applied. I f 

work i s tra n s f e r r e d , the agreement at the receiving l o c a t i o n i s 

normally appl:'^d. 

CSXT claims f o r e f f i c i e n c i e s derived from a single agreement 

i n the f i e l d are be l i e d by the fact that i t c u r r e n t l y administers 

four c l e r i c a l agreements and CSXT has operated e f f i c i e n t l y and 

p r o f i t a b l y . 

CSXT employees i n the planned f i e l d d i s t r i c t c u r r e n t l y are 

covered by job s t a b i l i z a t i o n agreements which provide p r o t e c t i v e 

CSXT Answers tc l.".-_errc.:.-., Interrogatory 9(d), CSX-16. 

• Voi. SA at c. 50C. 

•'Deposition K. Feif---r, p. 19. 
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benefits to furloughed employees. These job s t a b i l i z a t i o n 

agreements e s s e n t i a l l y provide what i s sometim,es r e f e r r e d to as 

• • a t t r i t i o n protect? on" -- that i s , the employee does not have to 

demonstrate a nexus between a furlough and another event such as a 

merger. I t i s CSXT's view that these job s t a b i l i z a t i o n agreements 

no longer should be applicable to these employees.- While CSXT 

agrees that employees i n the f i e l d d i s t r i c t w i l l have the option of 

el e c t i n g job s t a b i l i z a t i o n protection, such employees, according to 

CSXT, may do so only when adversely affe c t e d by the t r a n s a c t i o n . " 

In short, CSXT's p o s i t i o n places these employees i n a Catch-

22, denying them valuable protective r i g h t s . The current CSXT job 

s t a b i l i z a t i o n agreements provide p r o t e c t i o n regardless of nexus to 

transaction, but, according to CSXT, employees may elect such 

pr o t e c t i o n only i f affected by the merger. A CSXT employee i n the 

f i e l d s e n i o r i t y d i s t r i c t furloughed because of a reduction i n force 

would have previously been e n t i t l e d to p r o t e c t i o n undar the job 

s t a b i l i z a t i o n agreements, but would under CSXT's proposal be denied 

such p r o t e c t i o n . TCU i s unaware of any of i t s employees a f f e c t e i 

by a merger being s i m i l a r l y required to surrender job s t a b i l i z a t i o n 

p r o t e c t i o n , and we f i n d i t p a r t i c u l a r l y egregious i n t h i s instance 

whero v i r t u a l l y no work i s b e i i g t r a n s f e r r e d . CSXT was unable t o 

c i t e any r e s u l t i n g e f f i c i e n c i e s from o v e r r i d i n g the e x i s t i n g job 

s t a b i l i z a t i o n agreements. • 

Deposition of K. Peifer at pp. . -

••Ibid. p. 29. 

•Deposition of K. Peifer, pp. 31-31 
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CSXT'S F u n c t i o n a l S e n i o r i t y D i s t r i c t s 

I t i s my understanding t h a t CSXT proposes t r a n s f e r r i n g 

c l e r i c a l v/ork from C o n r a i l t o J a c k s o n v i l l e and forming s i x 

f u n c t i o n a l s e n i o r i t y d i s t r i c t s . C o n r a i l employees, who are not 

o f f e r e d a p o s i t i o n being t r a n s f e r r e d t o J a c K s o n v i l l e , w i l l have 

t h e i r s e n i o r i t y placed on the J a c k s o n v i l l e CSXT r o s t e r . - " The 

e f f e c t of t h i s t r a n s f e r of s e n i o r i t y , according t o CSXT, w i l l be 

t h a t C o n r a i l employees i n a "dismissed" s t a t u s drawing p r o t e c t i o n 

under New York Dock w i l l be r e s p o n s i b l e f o r a c c e p t i n g work i n t h r ^ ^ -

new s e n i o r i t y d i s t r i c t i n J a c k s o n v i l l e or lose t h e i r p rotection.^'' 

I n s h o r t , the impact of these " f u n c t i o n a l " s e n i o r i t y d i s t r i c t s w i l l 

be t o r e q u i r e employees t o r e l o c a t e t o J a c k s o n v i l l e or sur r e n d e r 

p r o t e c t i o n . 

Once again, CSXT's approach i s unique. While i t i s t r u e t h a t 

"dismissed" employees are r e q u i r e d t o accept p o s i t i o n s m t h e i r 

c r a f t w i t h i n t h e i r e x i s t i n g s e n i o r i t y d i s t r i c t s or lose p r o t e c t i o n , 

TCU i s unaware of any instance where c l e r i c a l s e n i o r i t y d i s t r i c t s 

were expanded a f t e r merger t o increase the scope of t h i s 

r e s p o n s i b i l i t y . Such a change i n s e n i o r i t y d i s t r i c t s would 

markedly change New York Dock p r o t e c t i o n s by expanding employee 

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

Indeed, CSXT acknowledged the uniqueness of t h i s approach and 

was unable t o c i t e a s i n g l e i n s t a n c e where s e n i o r i t y was changed 

Vol. BA, pp. 497-500. 

'Deposition of K. Peifer, p, 50, 
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f o r employees not f o l l o w i n g t r a n s f e r r e d work.- F u r t h e r , t h e r e are 

s i g n i f i c a n t questions of e q u i t y as t o whether the C o n r a i l 

employees' s e n i o r i t y under these unique circumstances should be 

d o v e t a i l e d o r endca i l e d . C e r t a i n l y , any proposal t o modify 

s e n i o r i t y as o u t l i n e d by CSXT must be s u b j e c t t o the New York Dock 

implementing agreement process and may not be accomplished by 

c a r r i e r f i a t . 

For the reasons set f o r t h above. A p p l i c a n t s ' e f f o r t s t o 

abrogate e x i s t i n g c o l l e c t i v e b a r g a i n i n g agreements and expand 

e x i s t i n g s e n i o r i t y d i s t r i c t s should be r e j e c t e d by t h i s Board. 

I have noted some of TCU's l a b o r p r o t e c t i v e concerns w i t h NS 

and CSXT's proposals. There may w e l l be o t h e r s t h a t w i l l become 

apparent as the p a r t i e s engage i n implementing agreement 

n e g o t i a t i o n s . I n s p i t e of the concerns expressed above, I note 

t h a t TCU has s u c c e s s f u l l y n e g o t i a t e d master implementing agreements 

i n the BN/Santa Fe and UP/SP mergers. 

Saf e t v Issues 

I n i t s r e c e n t l y released S a f e t y Assurance and Compliance 

Program Report f o r CSXT-- (Johnsoi V e r i f i e d Statement, E x h i b i t B), 

the FRA h i g h l i g h t e d i n e f f i c i e n c i e s i n crew c a l l i n g which added t o 

extended d u t y days and f a t i g u e f o r o p e r a t i n g crews. The FRA 

concluded t h a t , "The crew management c e n t e r s t a f f i s r e g u l a r l y 

overwhelmed given the demands of the j o b . " 

Deposition of K. Peifer, pp. 42-43. 

•A copy of this report :s attached to the Verified Statement of Carmen 
Division President Johnson submitted contemporaneously herein. 
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CSXT crew management i s cen t r a l i z e d i n Jack s o n v i l l e , F l o r i d a . 

Regular positions remain u n f i l l e d , and the guaranteed extra board 

i s below the s t a f f i n g levels r^jquired by agreement. The r e s u l t i s 

that employees assigned to crew management r e g u l a r l y are required 

to work overtime. For example, during the month of February, 1997, 

approximately 100 employees i n the crew management center were 

required t o work double s h i f t s (16 consecutive hours on du t y ) . 

CSXT proposes to close Conrail's crew management center i n 

Pittsburgh and tra n s f e r that work to i t s Jacksonville center that 

i s the subject of FRA's c r i t i c a l report discussed above. CSX 

ant i c i p a t e s t r a n s f e r i n g a l l crew c a l l i n g work t o Jacksonville 

w i t h i n a seven month t r a n s i t i o n period.-- Further consolidation 

i n Jacksonville are l i k e l y to exacerbate e x i s t i n g safety problems 

Such changes should be permitted only subject to FRA review t 

assure compliance with acceptable safety standards. 

s 

o 

;ee Answer tc TCU Supplemental Interrogatory 1, CSX/NS-112. 
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DECLARATION PURSUANT TO 28 U.S.C. SECTION 1746 

I decla r e under p e n a l t y of p e r j u r y under the laws of the 

Unit e d States of America t h a t the f o r e g o i n g i s t r u e and c o r r e c t . 

Executed on October- 20 , 1997 

1 
JOEL M. PARKER 



U . C I K l . B ? « , f K . „ M r c u . i H HH , D 2 1 5 7 3 2 4 r . V B P A G E a / 3 

VfEMOILVNBi M OF AGRF.EMEN I ENTKRED INTO TUIS 20th DAY OF 
JULY, 1993, BETWEEN CONRAIL AND ITS EMPIOYEES 
REPRESENTED BY THE TRANSPORTATION COMMI NIC ATIONS 
LNION CONCERNING CERTAIN CHANGES TO BE M.\DF IN THE 
NATIONAL SALARY PL.\N AS .VDOPTED BY THE PARTIES 
PURSUANT TO ARTICLE IV OF THE NAUONAL AGREEMENT 
DATED JUNE 1,199L 

IT IS A ( ; R F X D : 

1. Thc Nanonai Salary Plan (NSP) wiil remam as adopted by the 
June 1. 1991 Nanoi;ai .Vgreement except for the specific changes set forth 
hereinafter. Similariy. the intcrprctanons and decisions which have so tar beta 
rendered by the Joint .National Salary Hoard (JNSB). and any ftmne mterpretanons 
and decisions, shall remam in effect, except as they may bc affected by the 
specific changes set forth hereinafter. 

2. EsUblishment of Employee .Maintenance Hates (EMRs) 

For purposes of establishinc F..MR's. Implementation Dav (I-Day) 
he considered July I, 1992, or the dite of actual impiementanon. whichever 

produces a lugher EMR. 

3« Duration of EMW< 

bMRs will not expire. 

^ Initial Wage Grade/Obligations to Exercise Seniority 

.An empioyees inmal wage grade v̂ iil be the wace aade of thc 
posinon on which rhe emplovee esiabhshcd hiS/her t- MR. For EMR purposes, an 
employee wiU only t)c required to exercise semontv (hid/displaccappiv for 
tiaimng; to a position m ms/her imioi wage grade winch docs not reqmre a chanfic 

E x h i b i t A 



in residence. If tfae employee docs not have su£5ciem seniority to hold a position 
m thc initial wage grade, thc employee is obhgaied to obtam a posmon m thc 
highest wage grade available that is lower daan thc initial wage grade. 

Signed at Philadelphia, PA, on July 20, 1993. 

For TRANSPORTATION 
COMML'NICATIONS UNION 

For CONRAIL: 

Vide Presidem-Labcr Rclai jns 

.APPROVED; 

IntciuStit onal Vice President 



Wage Grade Rates with Tentative Agreement increases and 7% Restoration on 1/1/97 
NS 

Current COLA 3 5% 1 75% Restore" 
Rate* S009 12/1/95 7/1/96 1/1/97 

1 S69 34 S70 06 572 51 573 78 579 58 
2 S73 42 S74 14 576 73 578 07 584 21 
3 S77 50 S78 22 580 96 582.38 588 86 
4 381 58 S82 30 585 18 58667 S9349 
5 S87 71 S8843 591 53 593 13 510045 
6 S93 84 S94 56 597 87 399 58 5107 41 
7 S99 96 S10068 3104 20 S106 02 5114 36 
3 SI06 09 S106 81 5110 55 5112 48 5121 33 
9 S112.22 S112.94 5116 89 5118 94 5128 29 
10 S11835 S11907 5123 24 5125 40 S135.26 
11 5122.43 S123.15 5127 46 5129 69 5139 89 
12 S126 51 S127 23 5131 68 513398 5144 52 
'3 SI30 59 S131 31 5135 91 5138 29 5149 17 
14 S134 67 S135 39 5140 13 5142 58 5153 79 
15 S138 75 513947 3144 35 5146 88 S158.43 

3 5% 
7/1/97 

582,37 
587 16 
591 97 
596.76 
5103.97 
S111 17 
S118 36 
S125 58 
5132 78 
313999 
5144 79 
5149 58 
5154 39 
5159,17 
5163.98 

1 75% 
7/1/98 

583.81 
58869 
S93.58 
39845 
S105 79 
S113.12 
S120.43 
S127 78 
S135 10 
5142 44 
S147 32 
5152.20 
5157 09 
S161 96 
S166 85 

3 5% 
7/1/99 

586 74 
591 79 
596 66 

S101 90 
5109 49 
5117 08 
5124 65 
5132 25 
5139 83 
5147 43 
S152 48 
5157 53 
5162.59 
5167 63 
5172,69 

• Cun-ent rate is the 7/1/94 rate, i e . without sutjsequent COLA adiustments 

" Restoration nf 7% is calculated by dividing the 7/1/96 rate by 0 89 ana then multiplying by 0 96 

Note: The rates shown are full rates Bcisting provisions conceming entry rates remain applicable. 

Estimated 
50.51 
7/1/00 

S90 82 
S9587 
5100.94 
5105 98 
5113 57 
S121.16 
S128.73 
5136 33 
S14391 
S151 51 
S156 56 
3161 61 
516667 
5171 71 
S176 77 

G \CLK\flARGAIN\TCU\7%RESTR WB2 
07/2513 48 02 E x h i b i t B 



Wage Grace Rates with Tentative Agreement increases and 7°'c Restoration on 1/1/97 
Conrail 

Current COLA 3.5% 1 75% Restore" 3.5% 1 75% 3.5% 
Rate" 50 09 12/1/95 7/1/96 1/1/97 7/1/97 7/1/98 7/1/99 

4 56825 56897 S71 38 572 63 578 34 581 08 582.5C 385.39 
2 572,25 37298 575 53 376 85 582 89 585 79 587 29 590 35 
3 576 23 577 00 57970 581 09 S87 47 S9053 592.11 595 33 
4 58029 581 01 583 85 585 32 S9203 595 25 39692 5100 31 
5 S86'.)2 587 04 590 09 591 67 598 88 5102.34 5104 13 510/77 
6 592,34 59306 S9€ 32 598 01 $10572 5109.42 5111 33 S11523 
7 598 36 599,08 S102.55 5104 34 S112 55 511649 511853 S122.68 
8 $104 38 5105 10 5108 78 511068 $119 39 $123.57 $12573 $130 13 
9 S11040 5111 12 5115 01 5117 02 3126,22 5130 64 5132 93 $137 58 
10 S11642 5117 14 S!21 24 5123.36 $133 06 $137 72 5140 13 5145 03 
11 5120 44 5121 16 5125 40 5127 59 5137 63 5142 45 5144 94 315001 
2̂ 5124 45 5125,17 5129.55 3131 82 5142 19 5147 17 5149 75 5154 99 
13 S12847 5129 19 5133.71 3136 05 S146 75 5151 89 5154 55 5159 96 
14 S132.48 S13320 5137 86 514027 S151 30 5156 60 5159.34 5164 92 
15 5136,50 5137 22 5142.02 5144 51 S155 88 $161 34 $164 16 $16991 

Estmated 
50.51 
7/1/00 

38947 
394 43 
39941 

3104 39 
$111 85 
5119 31 
3126.76 
5134 21 
5141 66 
5149 11 
3154 09 
3159 07 
3164 04 
3169 00 
5173 99 

* Current rate is the 7/1/94 rate, i e., without subsequent COLA adjustments. 

" Restoration of 7% is calculated by dividing the 7/1/96 rate by 0.39 and then multiplying by 0.96. 

Note. The rates snown are full rates Existing previsions conceming entry rates remain applicable. 

G \CLK\BARGAIN\TCU\7%RESTR WB2 
07/2513 47 23 

E x h i b i t C 


