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1925 "K" Street N.W. 
Washington, D.C. 20423-0001 
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Transportation, Inc. , Norfolk Southern Corporation and Norfolk 
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Dear Secretary Williams: 
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copies and a 3.5 di s k e t t e of The Rail Bridge Terminals (New Jersey) 
Corporation's Comments and Request f o r Conditions on Behalf of The 
Rail-Bridge Terminals (New Jersey) Corporation, Inc., and V e r i f i e d 
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o f f i c e i n the enclosed self-addressed stamped envelope. 
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SMU:lme2 
Enclosures 
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Comes now. The Rail-Bridge Terminals (New Jersey) Corporation 

("RBTC") and submits i t s comments and request for conditions in the 

above-captioned proceeding: 

I . BACKGROUND 

RBTC currently holds a long term lease for 90% of Conrail's E-

Rail f a c i l i t y located in Elizabeth, New Jersey. RBTC, through i t s 

Lease and related contracts with Conrail i s charged with operating 

a l l of the E-Rail f a c i l i t y including that portion which i s retained 

by Conrail. (Schepp Statement, attached, para. 4). 

The North Jersey Shared Assets Area comprises twenty Conrail 

r a i l yards and approximately one hundred and eighty nine miles of 

track (CSX/NS-18, Vol. 1, pp. 46 - 47; CSX/NS-20, Vol. 3A, p. 217). 

The New York/New Jersey area which i s found in the North Jersey 

Shared Assets Area i s the single largest market in this transaction 

and was given top priority during th'.; negotiation of this deal, 

(see McClellan Deposition, p. 297, 11. 15 - p. 298, 1. 2). CSX/NS' 

sel f proclaimed purpose for the North Jersey Shared Assets Area i s 

to allow direct delivery to customers and to allow equal "physical 

access" by CSX and NS to those customers ^see McClellan Deposition, 

p. 232, 11. 1 - 3, and p. 233, 11. 10 - 17; see also Mohan 

Statement CSX/NS-20, Vol. 3A, p. 14). 

The North Jersey Shared Assets Area i s the largest of the 

Shared Assets Areas. I t was intended to provide to customers and 

shippers direct competitive service from two Class I railroads, 

(see Goode Statem - t CSX/NS-18, Vol. 1, pp. 330 - 331), and i s 

especially important to this transaction considering the tremendous 



increase in business that i s anticipated in intermodal business and 

competition that the transaction w i l l bring (see Goode Statement 

CSX/NS-18, Vol. 1, p. 333; McClellan Deposition p. 249, 1. 21 - p. 

250, 1. 12). RBIC, as the lessor of the E-Raii f a c i l i t y , i s in a 

unique position in the scheme of the intermodal market in tne North 

Jersey Shared Assets Area. E-Rail, as a r a i l terminal, i s one of 

the "four essential operating elements" of any intermodal system 

(Finkbinner Statement CSX/NS-19, Vol. 2B, p. 233) and i s currently 

one of the four "current discrete intermodal yards" owned by 

Conrail in the North Jersey Shared Assets Area (see Finkbinner 

Statement CSX/NS-19, Vol. 2B, p 236). Conrail also has direct 

access to the port of New York/New Jersey. 

RBTC i s also in a unique position in that, among the 

intermodal yards found in the North Jersey Shared Assets Area that 

were not allowed equal access, E-Rail i s the only one that i s 

independently leased from Conrail. The intermodal yards which are 

leased or controlled by third parties. South Kearny (APL Portion), 

Dockside (Expressrail), and Port Nev/ark, etc., have a l l been given 

equal access under the contemplated transaction (see Letter 

Agreement, CSX/NS-25, Vol. 8A, p. 370; CSX Operating Plan, CSX/NS-

20, Vol. 3A, p. 227; NS Operating Plan, CSX/NS-20, Vol. 3B, p. 

194) . For unknown reasons, only RBTC (E-Rail) has L«jen disallowed 

th i s preference. Such haphazard allocation of the assets in the 

North Jersey Shared Assets Area w i l l cause irreparable harm to 

RBTC. 

/ ; / 



At the inception of the lease with Conrail, RBTC was charged 

with developing the E-Rail f a c i l i t y (see Schepp Statement, para. 

3) . After investing millions of dollars, RBTC began actual 

operations at the E-Rail f a c i l i t y in late 1988. Now, after RBTC 

has made E-Rail a f i r s t - c l a s s intermodal f a c i l i t y , thit* CSX/NS, 

transaction seeks to destroy what i t has built. 

I I . CONDITIONS REOUESTED 

To preserve the competition among the intermodal r a i l yards 

located in the North Jersey Shared Assets Area, RBTC requests that 

in any approval of this transaction, the Board impose conditions 

which require the following: 

1. That RBTC at E-Rail be granted "equal access" to both NS 

and CSX. 

Or, in the alternative, 

2. That South Kearny (APL portion) , Port Newark and Dockside 

(Expressrail) not be allowed equal access to both CSX and NS, 

but rather Kearny be maintained as a sole CSX f a c i l i t y and 

Dockside and Port Newark to be either given access to CSX or 

NS. 

/// 

/// 

/// 

/// 

/// 

/// 

/// 



I I I . ARGUMENT 

A. The Applicable Board Standards Require the 

Imposition of the Requested Conditions. 

When the Board determines whether or not to approve this 

Application, the Board must decide whether the proposed s p l i t of 

Conrail i s consistent with the public interest, 49 U.S.C. §11344(c) 

Missouri-Kansas-Texas R. Co. v. United States. 632 F.2d 392, 395 

(5th Cir. 1980) , cert, denied 451 U.S. 1017 l<t81, see also. Penn

Central Merger and N & W Inclusions cases. .̂9 U.S. 486, 498-99 

(1968). 

Tc determine the public interest, the Board i s -charged with 

balancing the benefits of the proposed transaction agai.nst any 

competitive harm that cannot be mitigated by conditions. See 49 

U.S.C. §11344(b)(1). 

The effect of a transaction on competition i s a c r i t i c a l 

factor in the Board's consideration in determining the public 

interest of the transaction. Santa Fe Southern Pa c i f i c Corp.-

Control-SPT Co.. 2 I.C.C. 2d 709, 726 (1986). The Board has 

unlimited authority to impose conditions on any approval of this 

Application in order to reduce or ameliorate any competitive harm 

caused by the proposed transaction and to insure that the public 

interest i s protected. 49 C.F.R. §1180.1(d)(1). See also. 

Milwaukee Reorganization-Acquisition by GTC. 2 I.C.C. 2d 161, 263-

264 (1984). 

/// 

/// 



I f a proposed transaction eliminates competitive alternatives 

to the public, conditions may be imposed to eliminate such harm 

provided that the conditions are of greater benefit to the public 

than detrimental to the transaction. Union Pacific Corp.-Control-

Missouri Pacific Corporation. "̂ 66 I.C.C. 462, 562, 484 (1982). 

Imposition of thi s type of conditions addresses the statutory 

requirement in r a i l merger proceedings that the Board consider the 

"adequacy of transportation to the public." Lamoille Valley R. Co. 

V. I . C . C . 71 F.2d 295, 309 (D.C. C i r . 1983). See a l s o . 49 U.S.C. 

11344(b) (1) (A) . 

The public w i l l loose E-Rail as an effective competitor i f the 

Board approves t h i s transaction without the requested conditions. 

Only by imposing the conditions that RBTC seek can the Board insure 

that competition i s maintained to provide the public with the 

benefits of a competitive marketplace in the North Jersey Shared 

Assets Area for intermodal cargo. Indeed, the granting of the RBTC 

conditions w i l l only complete the intent of the Applicants, i.e., 

to give a l l customers in the North Jersey Shared Assets Area a 

direct choice of r a i l services where none now exists. (See Mohan 

Statement, CSX/NS-20, Vol. 3B, p. 20). 

/// 

/// 

/// 

/// 

/// 

/// 



B. The Conditions Seek t o Preserve Competition 

which the Applicants Intended t o Create w i t h i n 

the North Jersey Shared Assets Area. 

At present, v i r t u a l l y a l l intermodal terminals located i n the 

North Jersey Shared Assets Area are so l e l y serviced by Conrail. 

Thus, i n competing f o r interaodal cargo, E-Rail i s on equal f o o t i n g 

w i t h other intermodal yards such as APL's South Kearny, The Port of 

New York/New Jeisey's Dockside (E x p r e s s r a i l ) , and t o a c e r t a i n 

extent Conrail's own Croxton f a c i l i t y . The f a c t E-Rail i s now 

serviced by a single r a i l c a r r i e r does not alone define the 

parameters of providing competitive service. Indeed, other factors 

such as operational a b i l i t y and e f f i c i e n c i e s at the t e r m i n a l , space 

a v a i l a b i l i t y , and s t r a t e g i c agreements w i t h customers a l l are 

facto r s when considering the r e l a t i v e competition between 

intermodal yards i n the North Jersey Shared Assets Area. 

On i t s face, the creation of the North Jersey Shared Assets 

Area should have the e f f e c t of increasing intermodal competition by 

g i v i n g customers the a b i l i t y t o negotiate f o r the best rates among 

two r a i l c a r r i e r s instead of one. However, i t i s acknowledged that 

Conrail c o n t r o l l e d intermodal space i s i n short supply (see 

generally Finkbiner Statement, CSX/NS-19, Vol 2B pp. 217 e t . seq.; 

Schepp Statement, para. 4) and, s t a c k t r a i n operators such as K-Line 

(an RBTC customer), i n p a r t i c u l a r are the intermodal customers that 

provide cargo t o Conrail i n t r a i n l o a d q u a n t i t i e s , (Finkbiner 

Statement, CSX/NS-19, Vol. 2B, p. 232). Admittedly, a s t a c k t r a i n 

operator i s the "most e f f i c i e n t " shipper of intermodal cargo, and 



thus, i s in a better market position to negotiate rates than other 

types of shippers that must move intermodal containers by r a i l . 

(Finkbiner Statement, CSX/NS-19, Vol. 2B, p. 232). The choke 

points, however, are the intermodal yards which must handle this 

Intermodal cargo. 

While many shippers w i l l obtain the benefiv of the Shared 

Assets Area in being able to chose between NS and CSX as their r a i l 

c a r r i e r , E-Rail w i l l not have the a b i l i t y to equally compete with 

the intermodal terminals. Instead, E-Rail w i l l be captive to 

intermodal cargo moving on NS trains and not be able to compete 

with the other terminals for such business, especially those 

serviced by CSX. 

I t i s the creation of the North Jersey Shared Assets Area 

which provides the vehicle for potential increased competition. 

Indeed, a l l of the trackage located in the geographic region 

surrounding and leading up to the intermodal terminals in question, 

including E-Rail, w i l l be shared between NS and CSX pursuant to the 

North Jersey Shared Assets Agreement. (See generally. Conrail 

Systrn map, showing proposed allocation of Conrail Lines and 

rights, Metro New York and New Jersey blow-up, found in CSX/NS-25, 

Vol. SB). However, in their wisdom, NS and CSX decided to exempt 

certain terminals from the North Jersey Shared Assets Agreement, 

those being E-Rail and Croxton which w i l l be allocated to NS and 

North Bergen and portions of Kearny which w i l l be allocated to CSX. 

However, Kearny which i s the home base for one of E-Rail's 

customer's competitors, APL, has been given equal access to both 



CSX and NS. RBTC understands the necessity of having dedicated 

f a c i l i t i e s in the North Jersey Shared Assel.s Area for both CSX and 

NS. However, the problem l i e s in that RBTC has leased the E-Rail 

terminal for a long term from Conrail and other terminals similarly 

situated such as those found in the Port of New York/New Jersey, 

Dockside (Expressrail) and Port Newark as well as the South Kearny 

portion which has been leased by APL have been given equal access. 

RBTC only seeks equal treatment for E-Rail when compared to those 

terminals which are being leased or controlled by third parties. 

CSX and NS has not presented to the Board or RBTC any 

reasonable explanation of this disparity. I t i s clear that 

providing APL and other competitors such as Dockside and Port 

Newark with equal access to both CSX and NS w i l l create a 

competitive disadvantage to E-Rail now and in the future. RBTC has 

a vested interest in the E-Rail f a c i l i t y by way of the development 

costs, equipment purchases and a long term lease but now risks 

losing the a b i l i t y to keep the customers which i t has, and the 

a b i l i t y to s o l i c i t new customers because of the haphazard way in 

which the assets found in the North Jersey Shared Assets Area were 

given or exempted from equal access. 

C. The shipping public, also loses the a b i l i t y to 

have an egual alternative at RBTC's E-Rail. 

The North Jersey Shared Assets Aroa market was determined to 

one of the most important aspects of t h i s transaction (McClellan 

Deposition, p. 297, 11. 15 - p. 298, 11. 2). 

Furthermore, both CSX and NS f e l t that their intermodal 



prospects in t h i s area were one of the most advantageous aspects of 

thi s Application and opportunities for growth (McClellan 

Deposition, p. 249, 11. 21 - p. 250, 1. 12; Goode Statement, 

CSX/NS-18, Vol. 1, p. 326). 

v^hile intermodal business in the North Jersey Shared Assets 

Area was identified as one of the most important aspects o. chis 

transaction, both CSX and NS have apparently chosen certain 

terminals which w i l l obtain rhe competitive benefits therefrom. 

As stated above, of the intermodal terminals whJch are 

controlled or leased by third parties, namely the Ports of New 

York/New Jersey or APL and RBTC, only RBTC was disallowed equal 

access. The customers that w i l l suffer prejudice because of this 

disparaging treatment potentially encompass anyone shipping 

intermodal cargo. While indeed, RBTC's current primary customer i s 

a "stacktrain operator" i t does have the a b i l i t y to obtain other 

business which could be v i r t u a l l y any intermodal movement which NS 

or CSX may handle. For example, RBTC now handles Conrail 

intermodal cargo at E-Rail. Keeping in mind, that one of the 

primary problems with the North Jersey Shared Assets Area i s that 

intermodal space i s at a premium (see generally. Finkbiner 

Statement, CSX/NS-19, Vol. 2B, pp. 217, et seq.; Schepp Statement, 

p. 4), RBTC through E-Rail w i l l be captive to those customers which 

move their cargo with NS. To the extent CSX has intermodal 

shipments which RBTC could conceivably handle at E-Rail, RBTC i s 

precluded from doing so because of a lack of equal access. 

The .-jonditions which RBTC seeks are minor. Simply, i t 

10 



requests the a b i l i t y to have equal access to CSX and NS at the E-

Rail f a c i l i t y . A cursory review of the Shared Assets Area maps 

indicate the .rackage leading to the E-Rail f a c i l i t y i s slated to 

have equal access. RBTC simply requests that CSX be allowed to 

travel those few additional steps and have access to the E-Rail 

f a c i l i t y . 

CSX's use of the E-Rail f a c i l i t y would depend on shippers 

choosing CSX over NS as their railroad to haul their intermodal 

cargo and choosing RBTC as the f a c i l i t y to serve their interests. 

Indeed, CSX and NS individually are also potential RBTC/E-Rail 

customers as Conrai] i s now. Howtver, given the limitations of the 

planned transaction, CSX i s no longer in that equation. I f the 

conditions are granted, however, any individual or company which 

ships goods intermodaly w i l l have the opportunity to have 

meaningful competition in the North Jersey Shared Assets Area. 

D. liie C<?nditigng Reguested Should Not be 

Disallowed on the Basis that RBTC at E-Rail i s 

a "1 to 1" Terminal. 

The current transaction before the Board i s unique. The most 

unique part, i s the institution of bread geographic areas which 

w i l l be known as "Shared Assets Areas" fcr North Jersey, South 

Jersey/Philadelphia and Detroit. 

/// 

/// 
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Prior to this transaction, Conrail essentially had a monopoly 

on shippers in Northern New Jersey. Because, North Jersey, South 

Jersey and Detroit were determined to be important markets for both 

CSX and NS, the Shared Assets Area concept was designed and 

developed to allow both NS and CSX the opportunity to serve a l l 

shippers in these areas. (CSX/NS-18, Vol. 1, p. 45; McClellan 

Deposition, p. 230, 11. 21 - p. 231, 11. 18). Thus, the current 

situation i s not akin to traditional railroad mergers. For 

example, in a traditional railroad merger where there were two 

Class I railroads competing for the same business which combined 

into one railroad, certain shippers would be declared "2 to 1". 

Ameliorating these "2 to 1" shippers i s always an important point 

of review for the Board, and indeed, CSX and NS have indicated to 

the Board their plans for curing any potential "2 to 1" harmful 

effects (Goode Statement, CSX/NS-18, Vol. 1, p. 334). 

The Shared Assets Areas are a prime "se l l i n g point" for both 

CSX and NS in th i s transaction. Both CSX and NS go to great 

lengths explaining the history of the New York/New Jersey areas 

being served only by Conrail as a result of the bankruptcies, 

mergers, etc., of i t s predecessors and how, after decades of being 

locked into one Class I r<illroad, (Conrail) , shippers and customers 

\T\ the Shared Assets Area w i l l now have the benefit of having the 

a b i l i t y to chose between NS and CSX. (See generally. Hoppe 

Statement. CSX/NS-18, Vol. 1, pp. 342 - 361; McClellan Statement, 

CSX/NS-18, Vol. 1, p. 503 - 553). 

/// 
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There are certain geographic areas encompassed by this 

Application where "2 to 1" shippers have been identified and 

addressed in ths traditional sense. (See Goode Statement Id.K 

However, the North Jersey Shared Assets Area which admittedly 

i s the most importai->t geographic region to the success of f-iis 

transaction, (McClellan Deposition, p. 297, 11. 15, pg. 298, 1. 2) 

has created entirely new precedent in railroad transactions. 

Where a l l shippers and r a i l terminals in the Shared Assets 

Areas previously had only access to Conrail, now, v i r t u a l l y a l l 

w i l l have access to NS and CSX (with the exception of the terminals 

identified herein). Thus, RBTC w i l l experience the same 

competitive disadvantages of a "2 to 1" shipper. In effect, by 

making tv/ery other terminal/shipper in i t s geographic region, i.e., 

the North Jerse.y Shared Assets Area, a "1 to 2" entity, RBTC has 

effectively become a "2 to 1" entity. 

IV. £01? LUSION 

The Applicants, in order to white wash the problematic details 

of the Shared Assets Areas, have described them as the great 

panacea for a l l of the businesses located in the Shared Assets 

Areas. However, upon closer review, RBTC for one, i s being l e f t 

out in the cold. The disparity between the tre'itment RBTC i s 

receiving in th i s transaction and v i r t u a l l y every other independent 

intermodal r a i l yard and shipper located in the North Jersey Shared 

Assets Area must be remedied. The minor condition which RBTC seeks 

w i l l preserve competition as i t existed before the anticipated 

divestiture of Conrail with minimal impact to th i s transaction and 

13 



would give the shipping public a great additional benefit of having 

a choice for handling intermodal cargo j.n what was touted to be the 

most important marketplace for this transaction. 

DATED: October 17, 1997 Respectfully submitted, 

By 
^TtPHElTlf. UTHOt 
CONIGLIO & UTHOI 
A Professional Law Corporation 
Attorneys for The Rail-Bridge 
Terminals (New Jersey) Corporation 
110 West Ocean Boulevard, Suite C 
Long Beach, California 90802-4615 
Telephone: (562) 491-4644 
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VERIFIED STATEMENT 
OF 

MARK SCHEPP 

I , MARK SCHEPP declare: 

1. That since the inception of The Rail-Bridge Terminals 

(New Jersey) Corporation ("RBTC"), I have been Terminai Manager of 

E-Rc'il and am c u r r e n t l y Assistant Director of the E-Rail f a c i l i t y 

located :n Eliz;ibeth, New Jersey. I have personal knowledge as t o 

the matters stated herein, and i f c a l l e d upon as a witness, 1 could 

and would competently t e s t i f y thereto. 

2. As an assignee, RBTC became a lessor of the e n t i r e : -Rail 

f a c i l i t y i n 1987. As that time, E-Rail was n^t a vi a b l e intermod\1 

f a c i l i t y . Instead, i t had been leased out by Conrail t o various 

tenants. 

3. At t h a t time, RBTC was charged w i t h the development of E-

Rail as an intermodal f a c i l i t y . RBTC invested m i l l i o n s of d o l l a r s 

i n terminal improvements, construction and ec[uipment t o make E-Rail 

a v i a b l e intermodal f a c i l i t y . 

4. At t h a t time, RBTC leased the e n t i r e E-Rail f a c i l i t y . 

However, because of Conrail's lack of intermodal capacity i n the 

North Jersey area, i n 1994 an agreement was reached w i t h Conrail 

whereby the RBTC leased p o r t i o n of E-Rail was reduced by 

approximately 10%, and the remaining p o r t i o n reverted back t o 

Conrail. However, because RBTC had proved i t s operational a b i l i t y , 

the e n t i r e E - R i i i f a c i l i t y i s completely operated by RBTC as i t s 

subcontx-actors. 



5. E-Rail's primary competitors are the other Intermodal 

yards located in the North Jersey area. These include Croxton, 

North Bergen, Kearny, Dockside (Expressrail) etnd Port Newark. I t 

i s my understanding that portions of the South Kearny yard are 

leased exclusively to APL, and the Dockside (Expressrail) and Port 

Newark terminals are owned and operated by the Port of New York/New 

Jersey. At t h i s time, Croxton and North Bergen are dedicated 

Conrail f a c i l i t i e s . 

6. One of E-Rail's primary customers at this time i s K-Line. 

K-Line i s a stacktrain operator and E-Rail handles i t s 

transcontinental double-stack intermodal trains. One of K-Line's 

chief competitors i s APL which operates i t s own stacktrains through 

the South Kearny yard. 

7. I t i s our understanding from the Application that CSX and 

NS intend to give eqi\al access to the South Kearny (APL portion) 

intermodal yard as well as the intermodal yards control le''. by the 

Port of New York and New Jersey. E-R.iil, thus remains the only 

independe-itly leasad intermodal yard in the entire geographic 

region which w i l l not benefit from equal access under this 

transaction. Clearly, i t places RBTC and E-Rail at a competitive 

disadvantage since i t w i l l not have the a b i l i t y to compete with 

those yards with equal access. 

8. At present, RBTC/E-Rail i s on an equal footing with the 

remaining intermodal yards in the area in the a b i l i t y to negotiate 

for potential customers that can be served at E-Rail. However, i f 

E-Rail i s saddled with only one r a i l line as an option, that being 



NS, i t w i l l be put in a competitive disadvantage with other 

independently leased and managed intermodal yards. Furthermore, i t 

w i l l not be able to seek out any business which CSX handles. 

Instead, RBTC would only be able to service potential customers 

using NS trains. 

9. I f E-Rail had access to both CSX/NS, i t would be able to 

compete with tne other independently leased intermodal yards as 

well as the dedicated NS and CSX f a c i l i t i e s by raintaining i t s 

superior operations a b i l i t i e s and efficiency and f l e x i b i l i t y with 

regards to s^iace among other factors. 
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/// 

/// 

/// 

/// 

/// 

/// 

/// 

/// 

/// 

/// 

/// 

/// 

/// 

/// 

/// 



10/17/1997 13:36 3104351976 PAGE 06 

I declare under penalty of perjury under the laws of the 

united states that the foregcinq i s true and correct. 

Date: Z! 
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(Ii Q Are you awi re o f whether this 
C) interchange can u k e place today at T i fR Yard? 
(II A- I think we go to C N . they don't cotne to 
(41 us. that's my undenund ing 
(.̂ 1 Q Oo you have an understanding as to 
(»i whether it could he done the oppome way t(xiay. 
CTI with CN coming to you al T i f f t Y a r d ' 
(SI A My underaunding o f - my underaunding 
(O of what the CN can or cannot do in Buffalo K 

(101 denved directly f rom converaationi wi th tcnior 
(IU CN management 
( i : i 0 * ' h i t i» yoLr underaund ing ' 
(iM A t h a i they don't comt to T i f f t Yard 
(Ml today, hut thev'd l i ke ' . I 
(151 Q Do you have an undemanding at to 
iisi whether CN hat the nght to come to T i f f t Yard 
(ITI today* 
(i»i A I don't know 
(141 0 I f they dii i have that nght to 
(Xi interchange with NS at no! oniv the Black Rock 
C' l area hul alto at T i f f t Yard, would that t tnke 
IZI) you at uteful f lexibil i ty * 
(Z?i A I have no opinii^n on that at th i t 
(:»i point The fact! I've gotten on that are from 
(̂ .'1 Canadian National I don t have any independent 

Page : : 8 
at&estment from mv own people. Norfolk Southem 
of f ic ia l t 
0 I t It ccrrect that, at part o f the 
propoted transaction. NS wi l i obtain the nght to 
interchange traffic wi th the South Buffalo 
Railway at Seneca Yard ' 
A We interchange w lUi South BuffaU' 
i i x l iv But Uiat t - I think the arrangement It 
not operalionallv as gix>d at we wiv j ld like m we 
got more direct access to the South Buffalo 
Q Do you know whether the precise 
trackage over which NS would operaie in order to 
reach Seneca Yard has been determined ' 
A. Exact 'rackage I thins, is specified 
There is • question about designation of yard 
t r a c t ' wirnm Seneca Yard in terms of where we're 
gome tn pick up and deliver 
Q W'hat It your understanding of the 
traciai ie over which NS wouiJ operate' 
A I would have to look at the map 
Thar t the k c d.Kument We always go hack to 
the map 

1 see a linie blip of i ranpe wnere I 
thinl, Seneca Yard - ii u . s Seneca Yard Lead, 
n t n t h e r e . 1 b e l i e v e t ha t i t t ne p iece w e re 
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III ulkin;. 'about nght here 
iZ: 0 So can you detcnbe for me which track 
." N S w ould operat'.* over to reach the > ard ' 
, j A We would come down the Buftau. une ll 
Cl t a \ s n g n t h e r e Vou t«e the Buffalo line ' And 
(fl reach into Seneca >'ard that wav 
r 0 Are you familiar wi th N S ' j Bi ton Yard 

(• at Buf fa lo ' 
J A At I te t i i f .• J yetterdai,. the latt t ime 

I III I was there il was before reaiis tne new facil ity 

I . wat buii i 
(•:i 0 What IS vour undersunding of the 

future ute NS propoaet to make ot that yard i f 
( -I this trantaction it approved ' 
! • • A Tlie ute of Bi t . in Yard w il l continue at 
( i n I understand it f rom the operating pian to be 
(j--) ettentiails as It IS today 
i;«i 0 Wi l l Bison Yard at any point in the 
(i^p future be used for interchange of traffic with 
(311 other camers * 
C l A I don t think that's in the operating 
(-1 plan And, in tact. B i ion Yard hat been 
i r i esseniialU . except for the port ion that we've 
(:4) rebuilt. It's gone 
(1<, Q Gone, do you mean in the tense that 
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It's not a functional yard as it onginally was ' 
A Cone in thc tenae It doesn't have any 
tracks 
Q I t it possible ihat at any point in the 
tuture NS would uae Bison fur imarvhange wi th 
other c a m e r a ' 
A Ceru in iy It's possible Only I would 

91 add. thi .^.-h. it r«<^ul^»» - we have a yard that 
(«i functions there for delivery o f ai ' tot and 

intertnodal. it has a specific function. I don't 
think there are any plans or I can't conceive o f 
anything where we would change it. we're not set 
up to run interchange, we would have to build 
additional tracks there to do a different 
function 
0 Do the pnncip let of balanced 
competit ion, balanced rail competition at 
eapouaad by NS apply to shared asset areas' 

A 1 don't fol low the question I 'm 

sorry 
0 Let me rephrase it Is it your 

(r> undersu.-iding that shared asset areas at utili2ed 
i r i t under the proposed transaction are intended to 
C41 accomplish balanced raii compet i t ion' 
C' l A The snared asset arei was one of the 
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(11 techniques we used to meet the pnncipies. yas 
C) 0 I ' d t * " in'eni of the p ropou l that 
(Jl CSX and NS wi l l he balanced competitors within a 
(41 shared asset area ' 
(3) A. No That w i l l be determined b\ the 
((0 marketplace What the shared atael area does i t 
(71 give e jch camer an equal shot at the traffic 
(Kl But how ail that is s<irted out, thst's going to 
( * be - the customers are going to decide that 

(101 Q Wel l , of course, the cusuimers always 
(Ml decide But i t it vour intent that each of CSX 
(i:) and NS would have an eduai shot at the traffic 
(I J) moving to and t m m points within the snared asset 
(141 arvJt' ' 

1151 A The way the shared asset areas are sel 
( i n up essentially guarantees a neutral service to 
( I l the ci s tomen inside the atte: area for 
(IKI connectivity to the line haul earners 
(Ul Q Is It vour intent that, w Ithin a shared 
130) asset area, neither NS nor CSX would enioy an 
C i i s^perating advantage over tne other witxi respect 
(—1 to reaching particular customers within a snared 
t r i asset area' 

(Nl A No Under the arrangement It would he 
i l ' i p.nt ibie tor either CSX or NS to gain an 

p a g c ; 3 : 
II I operating advantage Fo'example we nave the 
Cl ngni - each earner nat the right to mate 
I I . d i r r c t d e h v e n e l t . i c u l l o m e r t T h a t I t the 

i4i practice t.>d«\ by Conrail crewt and i t ' t 
isi t i fmething we want to continue in the hjture 
Id So. i f Nor lo lk Southern, for example. 
i-i won a maior contract wi ' j i company A and that 
(•, permined ut to avoid running the cart U.roui;n 
i-ii Oak Itiand l-iut rather delivenng direct to the 

iiui cut iomer. we could do tnat And vice versa 

do obviousis 
i i : i 0 So how would that result in an 
(131 operating advantage tor one over uie other ' 
(141 A The earner tnat was anie to make 
(ISl direct dei iver\ would have a shorter terMce 
(IH schedule than the camer that had lo twi tch the 
(IT) cart through Oas Itland through the priKestmg -
( i n through the thared asset pr\>cetsing 
(ivi 0 But. i f 1 undersund your hypothetical. 
( I l the direct delivery you posit is based on having 
c u won the t r - f f i c But. t rom an operating 
i r i sundpoin . , eacn of CSX and NS v.ould have the 
t m abiiiry to make • direct delivery, tne aame 
i:4i direct delivery . woi ' ld thev no t ' 
(^) A Yes. that would be their choice 
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(I) 0 And isn't it the intent o f the shared 
(7) asset area concept that, f rom an operating 
Ol tundpoin t . CSX and NS would be more or less on 
(41 an equal footing within the shared asset area' 
(Jl A They' re at an equal fcK)tin|^ when tll.e 
in gun goesT5f! But there w i l l be dynamics after 
n tniT A g i m . i ryOu w m the and tlWlvgi iO c a n 
in and the other guy can direct deliver one car. 
(«i that's what competit ion la about 

lie. 0 1 undersund My questions are geared 
( in toward physical access And I 'mjust seeking to 
(C) determine whether i f s your intent that as ti-
, n , rhvsicai access. CSX and NS would be OP an equal 
(I.I tooting in reacning cusiomers IcK-ated within a 
1151 ahared asset area, it that your intent ' 
(idi A That's I think the intent of the 
(iTi parties, yes 

( i f i 0 Turning your attention to Detntit . 
there were some questions yesterday with respect 

(3)1 to how the l imits of the shared asset area were 
c n defined And I believe you made a reference to 
( n access over Conrai l 's L'tica branch I believe vou 
C31 called It on the north was a dnving 
C41 consideration. IS that correct ' 

r j . A That access to -• jo int access to the 
Page 234 

(n Utica line was a pan and parcel ot the map that 
a we put out to CS.X in the vers beginning, yes 
Ol 0 And I believe yesierdav you made a 
(41 reference to commercial and operaung reasons 
tSi that led to the detmition o f t he south boundary 
(»i of the snared asset arca Could you explain 
n those commercial and operating reasons' 
(Sl A I think they were more commercial than 
ini operating In the course of the negotiations. 

(lOi CSX requested access as far south as Trenton, 
i; n and. in the course of those negotiations, thev 
CD were granteu We extended the parameters of tht 
(:?i shared asset arca to include Trenton 
(141 Q So the intent was that CSX and NS would 
i;.5i be balanced competitors as tar south as Trenton, 
l i f t IS that correct ' 
n n A The intent was that both camers would 
iiin have access to the cusiomers along that line 
(Wl yes 
(3): 0 Would you agree that the Detroit 
It I terminal area is ratlier complex m terms ot the 
c; : existing raiiroad operations ' 
( r ' i A The raiiroad nerw-irk in most urpan 
C4I areas is complex and Detroit is complex, it's a 
(^*i large urhan area yes 

• Pagc :35 
(1 Q Are vou liware tnat there are manv 
(:,i crossings and contrm points in D e i n i i i ' 
i j i A Not ot my own knowledge I mean I've 
141 looked and maps and I ve been there, but I 
(51 haven t spent an> l ime observ ing operations in 
If I Detroit 
r, Q I believe you. in answenng a question 
K vesleruas , made a reterence to the mechanism by 
.1 wnich one raiiroad sometimes applies pressure in 

one place and 'die other railroad can appl) 
piessure in a different place and I believe you 
said that s how it works Do you recall that 

IIOl 

( l ' l 

(ISl 

I I6 I 

r.-) 

response 
A I don t recall the response yesterday . 
but I know t^al s - that is how it works 
Q Do yi>u think it's a useful thing for a 
raiiroad operating in a congested tertTunal area 
to have control over at least one line crossing 
within the terminal area ' 
A I think, as a general rule, that every 
railroad operating man would want to control 
every crossing for his owo account That 's what 
nukes negotiations 
Q It vou were in a terminai area wherx: 
other railroads controlled mull ipie crossings 
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111 through which your o w n operations had to pass. 
Cl woul i i you want on behalf o f your company to have 
(51 contni l o f at leaat one reciprsxal crossing 
(41 within the same terminal area ? 
(51 A I think we face those circumsunces 
IM many places And sure, the operating guys would 
O love to have them They rarely get them, but 
a i they would love to have them 
(H Q Do you think that'a a healthy th ing, 

(IOI when control is dispersed, at least to the extent 
(I I I that each major railroad operating through a 
( i :) terminal area has control over at least one 
(131 contml point ' 
(141 A You re asking me to put on my public 
(I5i policy hat And I really - as berween CSX and 
( i n NS. as we went fo rward , we certainly tned to 
(iTi develop a pattern where there was some sort of 
(181 balance in terms of one guy controls A. one guy 
(Nl controls B 
(3)1 I don't know at the end o f the day 
i : whether - I suspect CSX still controls a lot 
(-1 more interlockings than we do at the end ot the 
(31 dav We did try to f ix some things in terms ol 
i:4i the new system We didn ' t go back and trs to fix 

c>i everything in terms o f t h e rest o f the system, 
' Page 137 T 

III that wasn't what we were try ing to do 
0 But. i f you did put on your public 
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policy hat. would you feel some dispersion of 
control would create balance and would be a 
healths thing for the overal l operation of a 
congesteo and complex termiru i area' 
A, Wei l . It would panly depend on who the 
players were and it wou ld partly depend on how 
important the particular junct ion was to the 
individual players I don t think 1 would want 
to make a categoncai statement without know in t 
that 

I mean you could give control to a 
shonline over a crossing point or a guy that had 
one i re inaday And. i f I had 10 trains a das 
that would not be a good deal t rom a public 
policy sundpoint So you better give me some 
specific tacts 
0 Is It your suggestion that tne volume 
of trs ' I. should be an important consideration 
in determining who controls a panicular control 
po in t ' 
A That would be a fact.T 1 mean now 
we re piasing public policy , sou understand. 
we re punmg me back at U S Raiiwas But that 

vould 
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M. would he one of tfie things I would i.Kik at 
C) Q And, if vou were weanng your corporate 
(ll hat. on henaif ot your own company . you would 
i4i argue for the volume of traff ic that you were 
(5i m.oving through a panicular control poii. i 
(f. you no t ' 
r , A If I was weanng my corporate hat, I 
(HI would argue tor control That s what my 
i-̂ i operating people like 

(101 0 Are you familiar wi th the proposal that 
n i l CN has made tor the creation o f the paired track 
( i : i arrangement in Detroit * 
(131 A Mv knowledge of what CN w ants in 
1141 Detroit very directly has come f rom senior 
(15) Csnadian National off icials wi th whom we are 
(161 negotiating They represented their needs A 
(17) month ago I guess I read the CN fi l ing But 
(IS) basically the explanation o f t he issues was made 
(Hi to me by seruor Canadian National people And 
(2)1 then 1 went to Europe So I haven t checked with 

Cl I my own people 
rzii Q Is there any view you 'd like to express 
C3I on that aubject and that proposal at this point? 

A I 'm very rv iucunt to express opinions 
iZii on something where the intormation is com.ng f rom 
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(II the Suten Island Railroad, the freight portions 
Cl thereof, which extend from Cranford Junction 
(3i across a very large bndge into Staten Island 
(41 The bidding had been closed Its 
(5. bidders included Canadian Pacific. Delaware and 
(fl Otsego, and New York and Atlantic which has tiie 
(Tl freight operations of the Long Itland Kailn<ad 
(HI The bidding was closed, bul we were 
(Vi rcduested orally by members ofthe Port Authonry 

(lOi staff to consider making a bid of our own. a 
(III joint bid with CS.X. the theorv being'diat. with 
(ID the creation of a shared asset area in Northem 
(I3i New Jersey . it might be ttiore efficient lUst lo 
(141 extend thst opeiatK n over to Staten Ltiand as 
(I5i opposed to having yet another operator m the 
(i«i fixid chain 
(I'T! So that's where It stands We were 
Ii8i asked to do that We have submineo a proposal. 
(U. It was jointly devcu^pcd ohvioutiv with CSX I 
(3). signed the lener S.' the Port Authonty has 
Cii it And I don't know who 1 sent It tr, nut 1 
(—1 signed the letter 
O l 0 Could you explain a bit more what you 
C.4I just said :t!ating to more efficient to do that 
(2S. than to conti lue on the f ivd chain'' 
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A T!.ai was the Port Autnonty - tne Pon 
Authontv t charmctertzation of their thoughts on 
the maner 
0 Characterization to Norfolk Soutnern ' 
A Norfolk Southem. that, rather tnan 
have operat(>r A at Staten Itland handing off 
traffic lo a shsred asset operator, that it m.ght 
be more eft'uient for tne snared asset operat,ir 
to simply go across the rndge to Staten Island 
Bul obviously we have nin seen the otntr bids and 
t have no clue wnetner our prtpiisai w-uiid be -
our proposal would w ind up being tnore efficient 
or not 
<3 And IS CSX aiso bidding on this 
operation' 
A Because It's in the thared asset area. 
It s a joint pn'p^isal by CS.X and Nortolk 
Souihem 
0 It *a5 the Port Authonty of New York 
and New Jersey that initiated this pn>posaI, this 
arrangement' 
A Yes 
0 Why didn't CSX and Norfolk Southem 
initiate tnis arrangement I T try t(. negotiate 
such an arrank'cmer:' 

Page 24" 
(1) A Because a'the time the bidding on 
c. tnis operation was going (in, we were at war w ith 
(3i CSX. we didn't have an agreement So we 
(41 didn't - Sorfiilk Southem had a lot of .,tner 
(5. stuff going on and so did CSX 
(fl Q As far as the application, though, and 
HI the transaction agreement with CS.X why does that 
(K- not address the Howland HiHjk area ' 
(X, A because it's not Conraii property 

(loi It s Pon Authonty property And tne bidding 
(ill process had been Closed So it was a moivt issue 
(i; i as tar as either CSX or NS were concemed 
(i3i 0 In amving at tne application in t;iis 
(141 transaction, did Norfolk Southem and'orCSX look 
n5i at Howland Hook and try to devise a method of 
(1̂ 1 incorporating that into posiacquisition 
r-, operations'" 

(181 A No Our concem in developing the plari 
(I.*, was the disposition (if Conrail propenies We 
(3)1 couldn t obviously legally reach out for 
Cn disposition of propenies owned by the Port 
CSi Authonty or the Long Island Railroad or 
C,'̂^ whoever 
C41 I mean, for example, the New York and 
C'l Atlantic has the freight franchise of the L*'ng 
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(11 Island, there's a float operation that connects 
Cl them W'e assumed, in our planning for ttie 
rsi Coiuail propenies. tha' we would both reach the 
i4i float operations at Greenville And somehow we 
(5, both reached the junction at Cranford to reach 
it.1 Staten Island 
(71 Bul they weren't Conrail propenies sti 
(Nl there's nothing we could do It would be a 
l«i little presumptuous of us to uke in propenies 

(101 that weren't Conraii propenies, 
(III 0 Was there any discussion or 
(i: i ccisideration by Norfolk Southem or CSX in 
(I3i amving at the transaction or since then to 
114, acquire or to finance the acquisition of Suten 
(151 Island Railway ? 
(ifri A ,No 
(I'T) Q Why was that never considered ? 
(ISl A, It was not considered - 1 mean we -
(Wl our fiKus was Conrail 
(3)1 Q I unuersund 
cn A Okas ,And tnat's the answer, our locus 
C .̂ was Conrail You knt̂ w . tnere are hundreds and 
(Z» hundreds of correcting properties to Conrail W e 
CJl didn't ksok at buying any ot those 
C î Q If the transaction IS approved. It is 
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r i true, is it not. that CSX will operate former 
Cl Conrail lines on the east side ofthe Hudson 
Ol Rjver south of Alnany into the New York City 
14. MetropoliUn Area'' 
(5i A > ea. tney will 
(»i 0 Dsws Norfolk Southem plan to compete 
(Tl for traffic that onginates or termitiaies east cf 
ni the Hudson River south of Albany, for example, in 
r9i New York City and Long Island ' 

OOi A There are - yes. we'll compete and 
(Ml we'll compete in rwo ways. As I discussed the 
(Cl New York and Atlantic serves Long Island treight 
(I3i carload business And there's a float operation 
(14. trom Long Isiand to Greenville, Greenville. New 
(15; Jersev 
(.Al And Greenville w ill be accessed by the 
(iTi snared asset company So both NS and CSX will 
(i«. have a shot at handling carload traft'ic that's 
(Hi floated to and trom Ltmg Isiand. point number 
rsi one 
cn Poini number rwo. New York has a huge 
c:. iniermodai complex And we will reach - we have 
fl». a numner of plans for reaching those markets. 
':4, po'ji trom Northem New Jersey and trom otner 
tv- terminals we mav constmct in thc future 
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(ii intermiMJal terminals wc (nay construct in thc 
Cl future 
(31 0 I f ' could lust go hack to what you 
(4i just said. I didn't catch what you said about the 
(3) huge intermodal facility ' 
I6i A It's a huge intermodal market And we 
Cl will reach that tnim Croxton. wr ' i l reach -
(»i well. E-Rail, we'll reach it from perhaps othe 
(tl lenrunals we may construct years m the futurr 

(10) But we plan tC) compete vigorously for the 
111! intermodal traft'ic and for the carload traTtlc in 
(!:i conldllctioii svitji tItMt OperatTiins 
(I3i Q~"When you uik about Gieeiivnie. you're 
l>4i ulking about the Cross Harbor Railroad 
(Ul operation, is that correct ' 
(I6i A I believe they are the current 
(17) operator, yes 
(1*1 0 And IS that the method that Norfolk 
( H I Southem would use to compete for that traffic on 
(3)1 lhe east side of the Hudson Riv er'' 
CD A f o r carload traff ic, yes. for railcar 
c:i traffic, 
O l Q la there another method or another link 
(Ul that Norfolk Sou'Jiem plans to use other than the 
C5i Cross Harbor 'o link the cast side of the Hudson 
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(71 Q Mr.>inj£5in'ei^festihed I minr mat 
(tl there was rather litruted physical expant.cn spac 
(D atCroiaon. la that consistent with your 

(10) undersunding^ 
(111 A, Sure, 
(i:) Q .And he al:o testified that he believed 
(13) there was room for intenul efficiency 
(141 improvements to etthance capacity, Is that also 
(15) your underaunding' 
(1̂ 1 A, I read his sutement, his deposition. 
(17) yes, 
(18) Q And you agree with that' 
no A, Yes 
(3)1 Q Is there any money budgeted in the plan 
cn for expansion at Croxton? 
cz> A I believe we have S35 nuilion, 25 or 35 
(tr. million in for Not^ Jersey tenruiuls whicr. 
iZ*i includes Croxton and E-Rail 
CJl Q ,Are you aware ot anything in the plan 

Page 297 

in which indicates how much of that 25 nuiiion would 
O be specifically tor Croxton' 
131 A, .No, 

(41 MR. .ALLEN i believe ne said 35 
(51 million 
(»i THE WTTNESS He said specifically for 
n Croxton And the answer IS I don t know. 
(81 MR ALLE.N But I tnoug.ht you said 35 
(.J) and then you said 25, 

(IOI MR, L A L ' R E . N Z A , I believe he said 35 and 
(tn then ci . i^ ted it to 25. wnich I believe is tne 
(i:i figure that's referenced at vanoua places in the 
(131 application, 
(141 BY MR L A U R E N Z A 

(I5i Q .Mr .McClellan. I realize that probably 
11M all of geographic markets or areas discussed-in 
117, the application are very important. But, ifyop 

had to raqj^ ,-r pponlixe geographic rrtarxets or 
areas in terms of their imporunce to this 
^nsacTIoHT'wHrre'Wouid vou rafll: g r greater New 
Yyf t r . iy i^ii^cjj,^rsev area^ 
A, Prooably first 
0 Anu what are vour reasons for sayii-^; 
that ' 

A It s the larrest sincle market other 

UBI 
(!Vl 
(3)1 

i n 
C4I 

Paste Zn 
in than pema'-s t-ne .Mononganeia coai t'leics that 
(;) come as l̂art of this Cottraii acquisition 
(31 Q You testifieo at some length yesteroay 
(4. regarding the situation WILI .NS and NorJi 
15. Can>iina Railroad I have no interest in'diat 
.n panicular issue, hut I do want to refer ycu to 
i " the discussion m your veril'ied sutement in 
iKi wmca you refer to the possibiiirv of rerouting 
•tl the traffic over 'Jie Shenandoan route .And I 
i : believe tnat's discussed st pages 536 and 538 

I n wnicn IS 34 ano 3b of your sutement 
( i : i A . Okay, 

(131 0 At the top of page 538. you ulk about 
1141 the possibihrv of rerouting trams using 'Jic 
(I3i Shenandoan route What would be the volume of 
(l») traftlc that would he potentially divenec to the 
(17) Shenandoah route if the North Carolina situation 
lIBi isn't resolved ' 
11*1 A. I suspect It's, you know, no more than 
(Sl two trains in each direction a day 
cn Q W ould any portion of this rerouted 
(tD traffic be routed over the .NS line between the 
(Z3i Rivenon Junction and Alexandna? 
C4I A, No The traffic flows - the NCRR 
(Zli wouldn't influence that particular - well, let 

Page 293 to Page 298 ALDERSON REPORTING CO.MPANY, INC 
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RUTGERS ENVIRONMENTAL I AW CIJNIC 
' ' W,ishinj;l(>n Street. Ktioiii 31)4 
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October 20. 1W7 

\ciin)ii .\ W illi;iins. Sccivtar\ (Via I oticial l.xpicss) 
Surface I laiispoitali >!i lioaixi 
192> K Slicet. \ \ \ 
Wasliinct.'ii. DC, :04:^ 

KI I'lNANC ! IKH Kl I N()..>.V>8S 

Deal \ l r W illiams; 

I he t'>llt)\Mii_L' etininieiils ate siibmitteii i>ti behallKrilie I ri-State l iaiisportation Campaign 
( I S I (') I S Ic' is a eciisiMtitini ol lliirleeii eii\ iromiiental. transportation anJ planning groups 
working togetl jr to promote an eeonomiealU aiui ein ironmentally SOUIKI transportation system 
in a tiiiit\-tliree count> area in metropolitan Neu ^•ork. I S IC .seeks ti> reduce reliance on cars 
and trucks througlio it the regiiMi in order lo reduce congestion and pollution and support rational 
land use planning. One hundred eiti/ens' gtttuns and local officials have joined I S IC as alliliate 
ineiiihers. 

t ongress has establishct' impoManl prmciples in its Kail I ransportaiiiMi l*olic> including the 
eneouragemeni ol eompcliti\e rail serv ice, efficieni management of existinu railroads and 
improved iiiili/ation i>f ei.|uipment and. infrastructure. .Among the.se policies is "lo ensure the 
devekipme.it and conliiuialitin ot a sinmd rail transportation system with efteeli\e ct>mpetition 
among rail carriers and with other modes, tt) meet the needs ofthe public and national dcfen.se" 
in regulating the railroad induslrv . 4*) I '.S.C 10101(4) (eniphasis added), (.'ongress has alsi> 
established national policv lo operate iranspt^rlalitMi i'aeililies and equipmem without delriment 
to the public health and satels " and " to encourage and promote energv conservation,4^) I'.S.C. 
lOlOUSl aiui (14). TS IC seeks to further these natuMial objectives in the folKivvmg et>mments 
and recommendations. 

Trucks arc respopsibic for nii>st ofthe wear and tear on our highwav s and k>cal roads, I ruck 
deliverv of gtH>ds aeeounls for S(>"ii ol the energy use in the freigni sector, and most ofthe air 
pt>llution I hc New ^ ork metropi>lilan region is a "severe" non-altainment area for OAMIC. One 
t)| lhe Uvi) principal pieeursors ol'o/one is oxides of nitri>gen (Nt )\ i. lo vvliieh irueks make a 
significant contribution, Part i>f the region also currentiv fails to meet federal health-based 
standards lor paniculate matter, and. in view ofthe I'Sl l'.'\'s adv^ption of new. more stringent 
standards, a mueh larger pvMlion ofthe I n-State region is expected to be out of attainment for 
particulate matter in the IK\ r futuie. Irueks are major emitters of particulate niatter in areas ol 
l\\\ll\ uuek activitv. which ineludcs main urban residential areas in Vow 'fork Cilv and northerr 

1 i s . i H c i i J i i . U K i . h , 

,SI,;' ' I , ' , • • • I 
I A i l i i . i i n ( • , : i i ! l , 1 s,| 

.S;,i" \ •!. .iiii \ 

rhcrfst" i .in^t-T, !*h 0 
Stiilt Sl it'nuii 
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New .lersev Inabililv to reduce emissions ot either N( )x i>r particulates to meet federal 
standards may result in the imiX)sHion of sanctions m [-Kjrtujns t)f the region, which would have 
potentiallv senous adverse economic impact .Mi three problems (decaying roads, air poliulion 
and energv inelficiencv) are critical in the N \ N.l meirof>oiitan region covered by the (."onrail 
aci|uisili(»n and need to be addressed m Ihe proceedings, lo the extent that S 11̂  has lurisdiclion 
over the rail operau)rs who can iinpn)ve the situation 

I'resentiv Ihere are onlv two land-based loules for rail freight to reach destinations east ofthe 
Iiudson Ki\er. and both aie time-consuining and awkward ^et destinations east ofthe Hudson 
River compri .e a significant segment ot the market for g»)ods entering the region Keaching 
destmations east ofthe Iiudson bv rail is in thc public mterest because it is the only realistic 
opiion for lhe region lo reduce, or reduce the rate t)f growlh in, trucking Ibr goods movement 
A moie efticieiit wav to piov ide rail freight serv ice to destinations east ofthe I ludson would be 
advantageous and would serve lhe |>olic> goais that C tmgress has clearlv enunciated .A more 
efficient rail freigh! option would also reduce truck movements 

t'onrail's near mono|x>lv on rail freight west ofthe Hudson is duplicated bv similar conditions 
east ofthe I ludson ()ver two-thirds ofthe I ri-Siate Region's metropolitan population would 
remain served bv a single carrier, namelv CS.X, which would be the sole successor to Conrail if 
Ihe current acciiiisition plan is approved by SIM If S I H insi.sts that CSX and NS modif\ their 
acciiiisilion and operating plans however, two-carrier rail com|Tetition in the New Vork L ily, 
suburban I ong Island. V\estchester and ConneOicut sectors ofthe I ri-State Region can be 
achieved i he kev to achieving two-carrier, competitive rail freight service is to extend NS 
t>peration nto the east ot I iudsoii SCCUM 

I he New ^ ork (. ross I larbor Railroad ( NNCI IR) cuirenllv of-x-ralcs a limited car lloat serv ice 
trom .lersev City to Hrooklvn Many once-thriving Hrooklvii waterfront indusiiies contmue to 
depend on this lloat o(x;ration for access to Conrail's mainline rail serv ices across thc I ludson. 
sciv mg points lo the west ;;nd south A small amount of N^'CHR freight connects to the New 
N ork and Atlantic Railwav. the private freight carrier that now operates the I ong Island Railroad 
treight serv tec I his carrier, in turn, connects with Conrail's freight ofKration Irom the north that 
c"' scs thc I Icll (iate Bridge 

In the mterest of reducing truck use and its substantial negative impacts on the I ri-State region, 
and improving the economic com[Klilivcness ofthe metropolitan area, i S I C requests that S I B 
ensure improvements to cross-Harbor rail operations and ensure rail competition east ofthe 
Iiudson River It would be in the public interest and is withm S IBs jurisdiction to impose thc 
five conditions listed below on the on thc approval of the NS CSX application I S IC believes 
that Ihese condilions, if added lo the actiuisition plan, will produce a viable, iruck-compelitive 
rail freight s\stem for thc I ri-State Region, both easi and west ofthe Hudson I'he region has 
suffered from smglc-caiiier lail serv ice foi too long I he public investments made to facilitate 
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rail-freight service east ofthe Iiudson h-ve languished because Ci)nrail chose to optimi/e its 
financial condition al the expense i>lThe public good I SI C believes that the efTective use ol 
these investments (by NS at b>{h St yard in Brooklyn and by CSX at the Harlem River Yard in 
the Bronx) will be sound bus'ness decisions for the two railroads and will bring reductions m 
truck use I S IC urges the SI B to include these conditions in its approval olThe aci|uisition 

I. With lonanl to the car float operation, one of throe options be incorporated into the 
ayreement before the S I B 

a) I he SIB should require NS lo file an application for a certificate of public 
convenience and necessity with the SIB to operate additional, competitive car float 
service across thc New N ork-Ncw .lersev Harbor I his would provide ; ompetitioii 
acioss Ihe 1 larbor as lo rates, nualitv and level of service, locations for pick-up and drop
off of carloads and vvould promote maximum etficiencv of operations While NS could 
construcl a new short iine from several pomts lo the water line it could alsi> operate over 
the existing line owned bv NYCllR. since the line is underutilized for much ofthe dav 

b) I he SIB should require NS to purchase the NYCHR ofx-ration and make improve
ments that would complement long-standing investments made bv citv and state 
agencies Specificallv NS would repair and place in operation the disused (i^th St float 
bridges and would maintain the exisling. operational lloat bridges at Cireenville. in Jersev 
City, NS would lease the b>{U St inlermoda! vard. a public asset unused smce it was 
constructed over a do/en vears ago NS would establish an intemiodal. double stack vard 
at this location I rucks accessing east ot Hudson busmes.ses would avoid congested river 
crossings I urthei. an interchange point between NS and NV and Atlantic Railway 
should be established al this location I his short line cairiei would then have direct 
connedii>ns to both easiern systems 

c) 1 he S IB >hoiild investigate the level and qualilv of service provided bv the NY(."HR 
a id requiie the N VCI IR. :<long with ihe government agencies who have invested m 
equipment (such as float bridges. 6.'̂ th Sl Rail Yard, ete ). lo prepare a plan regarding 
management, ojieralions. capital and physical plant lhal will ensure etieclive and 
efficient service across the Harbor 

As more cross-l larbor freight routing options are added, the economic performance ofthe ear 
float would improve NS mav decide to invest in largei vessels or upgrade more float bridge, if 
It IS economic to do so In its .lanuarv 1997 IntermiHlal (loods Mt>vemenl Sludv. NVC I conomic 
Development Corporation estimated that as mueh as six million lons of truck freight could be 
diverted to a revitali/cd eai lloai operation I he agency found lhal a cross-Harbor rail tunnel, a 
major transpt)rlation investmeni. would divert up to twelve million lons of truck freight annually 
to rail N>CI DC is continuing its detailed studies ofthe tunnel option, but in 'he near term thc 



N'ernon Williams 
Octobei 20, i'W7 
Paue 4 of 

car float serves as .1 surroeale for this link 

2. NS should be ̂ iwn trackayc rii>hts permitting; them to run through trains from 65th St. 
to Bronx Oak I'oint and Munis Point Market. 

fhe Hunts Point market in the Bronx is New York City's primarv produce markei I he lack «)f 
rail com|X'tition has contributed to the market's substantial dependence on truck transp*>rtalion, 
even for distant origins Direct NS trains could offer lime-sensitive freight service through its 
6.sth St link Much ot lhis route is on Conrail tiackage and NS could gam trackage righls as part 
ofthe acquisition package NS would need to acquire additional trackage rights over a short 
segment of NN and Atlantic line 

drant traekaye rights to NS alhmin^; it to establish serviee on NK ( orridor to 
( onneetieut and Massachusetts 

NS would join CSX and share Conrail's trackage rights on the Metro-North New Haven 1 ine as 
far as New I laven as part ofthe acquisition NS could then reach short lines serv mg I larttbrd. 
I'rov idcnce and I^oslon. prov iding more ojitions foi conifxrlilivc rail service to the eastern part of 
thc I ri-State Region I his "l-̂ 's CorrkK)!" route from Washmgton to Boston, via the 
eross-harboi ca: float, vvould »>fler a less circuitous NS rail freight routing lhan through 
Harrisburg and .Mbaiiv - thc onlv NS alternative .'\ rail option is clearlv needed for this 
congested Irutk route 

Such a service should only be permitted, however, on the condition that anv labor disputes strike 
activitv. etc. alfect;:ig freight service vvould not be alh)vved to interrupt passenger service on the 
Nl; corridor 

4. I raiisfor to NS residual ( onrail freiyht rights throu^h Pennsylvania Railroad I unnels 

I xcept during unusual wariimc conditions, neither COnrail ttor its predecessors have loutinelv 
ojK'rated rail freight service through the Pennsylvania Railroad tunnels thr )ugh midtovvn 
Manhattan I he near-total extinction of the sleeping car passenger train from this temiinal 
(Operation has been replaced bv a verv intensive commuler rail service and high-speed corridor 
rail service Amtrak has stronglv opposed the operatuMi ot freight tiains through the tunnel, even 
at late night hours 

Any residual Conrail rights lo t)perate frcighi trains through the tunnels should be transferred to 
NS as part of lhe acquisitii>n NS should then seek permission to use its rights and operate 
roadrailer trams, and perhaps other low profile freight ears. thrt)ugh the tunnels If Amtrak and 
NS are unable lo reach agreemem on thc times and charactcrislics iif this freight operation. NS 
should request that S I B arbitrate this dispute 
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NS would seek to of)crale Us roadrailer equipment along the Nl• ('t)mdor from Washington to 
Boston, to the Hunts Point Markei m the Bronx, and in cooperation with NY and .Atlantic to one 
or more terminals in (,)ueens or I ong Island 1 o augment this serv ice during busy daytime hours, 
o' in the event that it is unable to secure rights through Penn Station, NS should t)perate 
roadrailers on its cross-Harbor ear float 

5. Require CSX to establish an intermodal terminal at Harlem River ^ ard 

Stale and City ofTicials, al considerable public expense, have cleared a route for a c«)nventional 
piggvback operation from Selkirk lo the Harlem River Yard in the Bronx A portion of this yard 
has been set aside foi an intermodal terminal As a condition for ils approval ofthe acquisition, 
SIB shtmld require CSX to o|x.iate a regular piggv back serv ice lo this terminai I his should 
appear m CSX's operatmg plan 

Ihese condilions. if accepted, would lead lo two-carrier competition east ofthe Hudson and lo a 
viable alternative to trucking across the New \'ork-New Jersey Harbor 

Respectfully submitted. 

I dward ! loyd 
Cieneral Counsel 

I n-State I ransportation Campaign 

cc Parlies of Record 
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CSX CORPORTA I ION AND CSX I RANSPORTATION. INC., 
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listed on thc oftlcial serv ice list issued bv thc Board on .Auizust 1̂ ), 1*)')7 in Decision No. 21. 

Ivdward I.loyd 
Rutgers f̂ nv ironmental Law Clinic 
15 Washington Street 
Newark, N.J. 07102 
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Hesponsibie Care' 
A Publtc Commitment 

October 20. 1997 

VIA FEDKRAL KXPRKSS 

l he Honorable Vernon A. Williams 
Secretarv 
Surface Transportation Board 
Case Control Branch 
Attn: S i m inance Dockel No 333X8 
1925 K Street. NW 
Washington. D.C. 20423-000! 

Re: f inance Dockel No. 33388. CSX and Norfolk Southern 
(.ontrol Operating I.eases'Agreements - Conrail 

Dear Secretary Willianis: 

I'jielo.sed for filing please find an original and twentv-five (2f>) copies of Occidental Chemical 
C orporation's Commenis in I inance Docket No. 33388. Also enclosed is a diskeUe (3.5-inch, 
IBM-comf)atible floppy formatted for WordPerfect 7.0) containing this filing 

Respect fullv submitted. 

.Anioniĉ  Ci. Orbegoe 
Vice President - Purchasing, I ransportation and Lnergv 
(972) 404-3720 

ocr ' t 1997 

Occidental Cheinicai Corporation 
^ - Corporate OffIcp 

Ocr drntal Towei ; i-.J Frpoway 
P.O, Box 809050 L .ilLit,. TX 75380-9050 
972/404-3800 



OxyChem R*cponsiW« Caro' 
A Put)(tc Commttme'"t 

October 20, 1997 

VIA FEDERAL KXPRKSS 

The Honorable Vemon .A. \V illiams 
Secretary 
Surface fransportation Board 
Ca.se Control Branch 
Atui: STB Finance Docket No. 33388 
1925 K Street. NW 
Washington, D.C. 20423-0001 

Rc: I inance Docket No. 33388. CSX and Norfolk Southern 
Control Operating Leases/Agreements - Conrail 

Dear Secretarv Williams: 

07 

Enclosed for filing plea.se find an original and twenty-five (25) copies of Occidental Chemical 
Corporation's Coniments in Finance Docket No. 33388. .Also enclosed is a diskette (3.5-inch. 
IB,M-compatiblc floppy formatted for U'ordPerfect 7,0) containing this filing. 

Respectfully submitted. 

a. •Xnlonio CJ. Orbegoe 
Vice President - Purchasing. Transportation and f'!nergy 
(972)404-3720 

Occidental Chemical Corporation 
. Corporate Ottice 

Occidental Tower. 5005 LBJ Freeway 
P O Box 809050, Dallas. TX 75380-9050 
972/404-3800 



ResponsiDM Caw' 
A Pucl*c ComfnitiTvwM 

7̂  ^^^^ •̂̂ 59' 

October 20. 1997 

VIA FEDFRAL EXPRESS 

lhe Honorable Vemon .A. Willianis 
Secretary 
Surface Transportation Board 
Case Control Branch 
Attn: STB Finance Docket No. 33388 
1925 K Street. NW 
Washington. D.C. 20423-0001 

Re: Finance Docket No. 33388. CSX and Norfolk Souihem 
Control Operating Leases/Agreements - Conrail 

Dear Secretarv \V illiams: 

Enclosed for filing please find an original and twenty-five (25) copies of Occidental Chemical 
Corporation's Comments in Finance Docket No. 33388. .Also enclosed is a diskette (3.5-inch. 
IBM-compatible floppv t'ormatted for WordPerfect 7,0) containing this filing. 

Respectfully submitted. 

/ 

.Antonio Ci. Orbegoe 
Vice President - Purchasing. I ransportation and Energy 
(972)404-3720 

Occidental Chemical Corporation 
. Corporate Ottice 

Occidental Tower, 5005 LBJ Freeway 
P O, Box 809050, Dallas, TX 75380-9050 
972'404-3800 



BEFORE THE 

S L R F A C E TRANSPORTAI ION BOARl) 

Finance Docket No. 33388 

CSX CORPORATION AND ( SX TRANSPORT.ATION, INC. 

NORFOI K SOI THERN (ORPOR VI ION AND 

NORFOLK SOI THERN RAILWAY C OMPANY 

- CONTROL AND OPERATION LEASES / AGREEMENTS --

CONRAIL INC. AND CONSOLID.ATED RAIL CORPORATION 

COMMENTS OF 

OC C IDEN I AL C HEMICAL C ORPORATION 
• :-J? 

BY: Antonio i i . Orbegoso 
V ice President - Purchasing, Transportation and Energy 
Occidental Chemical Corporation 
P.O. Box 8t)9()50 
Dallas, TX 7538(N9050 



B t r O R E THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 , ^ ,̂ 

VERIFIED STATEMENT OF ANTONIO G. ORBEGOSO 

On June 23. 1997, CSX Corporation and CSX Transportation, Inc, (CSX), Norfolk 

Southern Corporation, and Norfolk Southern Railway Company (NS), and Conrail Inc And 

Consolidated Rail Corporation (Conrail) filed an application (pnmary application) with the 

Surface Transportation Board (Board) under 29 U S C 11323-25 NS, CSX, and Conrail are 

jointly seeking authonty for NS and CSX to acquire Conrail and *or the subsequent division of 

some of Conrail's assets and for the loint operation of other Conrail assets. 

INTRODUCTION 

I am Antonio G, Orbegoso, Vice President - Purchasing Transportation and Energy, for 

Occidental Chemical Corporation (OxyChem) with business address of P O Box 809050, 

Dallas, Texas 75380 My responsibilities include the safe and successful movement of over 

60 000 carload shipments annually 

OXYCHEM'S INTEREST 

OxyChem, the sixth largest cheni'cal corporation in the United States, manufactures 

petrochemicals, chlor-alkali products, and plastic resin from thirty manufacturing plants located 

on each ofthe major Class I railroads OxyChem operates a fleet of 8,500 rail cars from these 

plants 

Nearly all of OxyChem s shipments are made in bulk and many of the shipmpiits are 

transported for long distances It is imperative that the rail system in the United States be safe, 

financially healthy, and competitive to permit the movement of our products OxyChem and 

other industries in the United States cannot be a continuing force in the world economy without 

having the best rail system possible 



OxyChem has a significant interest in the finai decision in Finance Docket No 33388 

We have tourteen plants located on CSX. NS and CR as shown below: 

PLANT SWITCHING 
CARRIER 

LINE-HAUL 
CARRIER 

Ashtabula. OH CR CR Only 

Augusta, GA NS NS Only 

Burlington NJ 
(Stevens) 

CR CR Only 

Castie Hayne, NC CSX CSX Only 

Chicago, IL BRC CR. CSX, NS, et a 

Cincinnati, OH CSX. NS CR, CSX. NS, CN 

Delaware City DE 
(Reybold) 

CR CR Only 

Jersey City, NJ CR CR Only 

Kenton, OH CR CR Only 

Mobile. AL TASD CSX NS et al 

Muscle Shoals, AL 
(Evans City) 

NS NS Only 

Niagara Falls, NY 
(BCG) 

CR CR, CPRS 

Niagara Falls. NY 
(Duiez) 

CR CR Only 

Pottstown, PA CR CR Only 

in addition to shipments from and to the above plants, OxyChem has numerous shipments from 

our other plants not located on CR CSX or NS, that are destined to locations served by CR 

OXYCHEM'S POSITION 

OxyChem supports the applicants in this docket subject to the proposed implementation 

conditions Tne reasons for our support are 

• The applicatic " provides tor new rail-to rail competition in a number of areas, including 

OxyChem s plants at Burlington and Jersey City, NJ 

• Approval will result in a stronger rail system in the eastern United States, 



• The merger should result in improved transit times due to more single-line service and 

reduce the rail c?. riers' costs 

Our support of this application is made with the understanding that the Board will adopt the 

proposed implementation conditions 

I. Implementation Conditions 

A. Specifically, the Board should not make its decision effective until the following 

actions have been taken 

1) The submissions by the Applicants jointly of a plan for operations within 

the Shared Asset Areas, including equipment allocations and assignment 

of dispatching functions, with a penod of comment by shippers, followed 

by approval of the SAA operations plans by the Board 

2) Labor agreement conditions 

a) The Board should, by specific order issued as soon as possible 

after the voting conference, authorize the Applicants to initiate 

formal negotiations with all labor unions regarding implementing 

labor agreements immediately 

b) The Board should not make its decision effective until certification 

by the NS and CSX that all implementing labor agreements 

necessary to operate both the Shared Asset Areas and the 

acquired Conrail lines are in place 

3) The Board should not make its decision effective until submission by NS 

and CSX jointly of a plan as to how revenues, costs and responsibilities 

for rail transportation contracts for movements to. from or within the 

current Conrail system are to be handled For this purpose, NS and CSX 

shoula be able, by specific order of the Board, to obtain information as to 

CR contracts, and the costs, revenues and operations associated with 



them, as soon as possible and no later than immediately after the Board's 

voting conference. Shippers should be given an opportunity for 

comment followed by approval of the plan by the Board 

4) The Board should not make its decision .effective until certification by the 

CSX and NS that the information systems are functioning properly and 

are merged into their respective systems 

11. Continuing Oversight Conditions 

A. The Board should require continuing oversight of the implementation and effect 

of the transaction for a five year penod. 

B. As part of this continuing oversight, the Board should require quarterly reports 

from the N3 and CSX, and i hould , on a yearly basis, beginning one year after 

the date that the Conrail properties are divided, provide an opportunity for 

comment for shippers. 

C. The Board should require specific quarterly and yearly information from NS and 

CSX, including, but not limited to 

1) Progress reports on key aspects of the transaction such as division and 

integration of Conrail locomotive and freight car fleet, customer billing, 

and capital investment 

2) Statistics on operations such as number of employees in key categories, 

numbers of locomotives available etc 

3) Key service statistics against a baseline (e g . transit times, number of 

turns per month for key equipment groups, train starts, or any other 

statistic normally kept as part of the ordinary business management of 

the carriers) 

4) Status and progress reports on implementation of operations in the 

Shared Asset Areas 



5) Reports on expenence in truck narket penetration 

6) Rate trends, by key commodity groups, against a baseline 

7) Financial performance indicators 

D. The Board should develop objective standards to determine if the transaction is 

resulting in benefits to the shipping public 

III Post Implementation Rate Conditions 

A. The Board should approve the transactions only with a condition that would 

simplify the determination of market dominance for shippers served by the 

parties to the transaction, by stating that, for a penod of five years after the 

transactions, .. an NS or CSX shipper is served by only one railroad, market 

dominance would be presumed for that shipper if the rates to that shipper are 

increased by an amount greater than that set forth in paragraph (B) below. 

B. Rate Condition 

1) The Board should apprcve the transaction only with a condition that 

would place on the earners for a penod of five years after approval of the 

transaction the burden of providing the lawfulness of any rate increase 

tor market dominant shippers that exceeds a set amount. 

2) That amount should not exceed the RCAF-U 

C. Regulatory Condition - - The Board should provide that the acquisition premium 

should not affect the determiration of revenue adequacy for these carriers, or 

the determination of the junsdictional threshold. 

IV. Other Conditions 

A. Transload, new facility and build-out conditions should be ordered as in the 

UP/SP merger. 



B All reciprocal switching points that would provide transportation options for 

shippers after the transaction is approved stiould continue to be kept open for 

reciprocal switching 

C. Reduction of reciprocal switching charges should be ordered to a level of $130 

per car, as the carriers adopted in the UP/SP merger 

n. The Board should require the carriers to propose, by not later than 30 days after 

the decision, a plan for each "single line to joint line" shipper for the protection of 

that shipper's current single line rates and service (including establishment of 

efficient means of interchange), for a penod of at least five years after 

implementation of the transaction Shippers dissatisfied with the proposal should 

be permitted to request ths Board to adjudicate any dispute on an expedited 

basis. 

SUMMARY 

OxyChem supports the application with the added implementation conditions and protective 

rate conditions to successfully accomplish the planned acquisitions and joint operations. 
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VERIFIED STATEMENT 

OF 

MICHAEL E. PETRUCCELLI 

My name is Michael F , Petruccelli I am the Director of Distribution and 

Transportation, Chemicals for PPG Industries. Inc , One PPG Place. Pittsburgh, 

PA 15272 (PPG), 1 have been employed by PPG for 33 years in various 

capacities, including 24 years in rail distnbution of its products My duties 

include responsibility for the rail, highway and water needs of PPG Chemicals 

throughout North America I am authorized to make this statement of behalf of 

PPG, 

PPG is a multi-business, multi-plant corporation with manufacturing plants and 

other interests throughout much ofthe free world In 1996. worldwide sales were 

in excess of $7 billion, of which approximately $4 7 billion was generated in the 

United States In 1996, PPG had approximately 31,000 employees woildwide 

and approximately 20.000 in the United States PPG owns and leases 

approximately 2,500 rail cars to transport approximately 2 2 million tons of 

industrial and specialty chemicals each year to North American Customers, 

including rail dependent commodities such as chlorine, vinyl chlonde and 73% 

caustic soda, 

(1) 



As a major user of rail transportation. PPG has significant concerns on the 

proposed Consolidated Rail Corporation (CR) acquisition by CSX 

Transportation. Inc (CSX) and Norfolk Southern Corporation (NS) This 

acquisition should not be approved by the Surface Transportation Board (Board) 

without certain conditions and restrictions being imposed on both acquiring 

carriers. 

Railroads continue to merge, reducing rail to rail competition and eliminating 

shipper options CR has a basic monopoly in its present territory Approval of 

the acquisition will create few. if any, two to one points. Approval would 

eliminate yet another Class One railroad Simultaneously it would have a 

negative i npact on competitive traffic moving to the current CR markets. 

Geographic competition to CR territory would disappear Origins served by 

competing carriers to a CR destination have en|oyed some competition in that 

the origin carrier would try to maintain the traffic on its line to be interchanged 

with CR to avoid having another competitive line originate the traffic and 

interchange with CR 

(2) 



Depending on the origin and destination points, the proposed split of CR would 

cause )oint line traffic to become single line In theory this is supposed to 

improve service, reduce costs and permit the shipper to remain competitive in 

the market The absence of rail to rail competition makes it exactly that, a 

theory The fact is a monopoly is created, thereby eliminating competition and 

any options for the shipment of rail captive goods In reality the most effective 

impetus for improved service and productivity is competition among railroads. 

The Union Pacific Railroad (UP) merger with the Southern Pacific Railroad (SP) 

was to be a panacea for the shipping industry It has been a debacle. Service 

has been deplorable Cars are idle and not moving for days and weeks at a time. 

There is an extreme shortage of power and crews Shut downs of several 

industries and excessive costs have resulted due to the Union Pacific's inability 

to perform The UP s transit times aie totally unpredictable Transit times have 

increased anywhere from 50 to 300 percent longer than pre-merger Erratic and 

unpredictable service is now the norm rather than the exception 

(3) 



All of these conditions ha /e dramatically hurt the shipper whom the merger was 

intended to help It is citical that the Board not permit these same conditions to 

occur in the acquisition of CR by th'd CSX and NS The Board has to require 

both railroads to have the necessary operating plans, sufficient crews and power, 

in place to guarantee acceptable and consistent transit times on all traffic. 

PPG cannot over emphasize the importance of the Board addressing all cntical 

issues and requiring that all corrective measures be ;n place prior to approving 

the acquisition It is extremely important that interchange and junction points be 

maintained and kept open with other railroads to protect and provide options for 

routing and rating purposes. Maintaining competition, competitive pricing and 

an effective operating plan is a must and should be ordered by the Board where 

It IS not currently included in the plans proposed by the railroads. Competitive 

access, divestitures and reciprocal switching should also be implemented 

wherever possible to maintain rail to rail competition. Reciprocal switching 

charges, as in the Union Pacific merger should be capped at a reasonable 

figure. The Board should establish and require a specific number which PPG 

feels shvUild not exceed one hundred and fifty dollars The practice of single 

served origins remaining served by one carrier should be discarded 

(4) 



Rate increases should be capped They should not exceed a formula 

established by the Board (such as th^- RCAF) on captive traffic created by this 

merger for a specified period Market dominance, as applied today, using stand 

alone costs, should not be an acceptable defense for the railroads Access to 

other carriers, when logical, reasonable switching charges or proportional rates 

to interchange points should be required Rules and regulations leed to be 

included in the final ruling in order to insure the applicability of current contracts 

helJ i)y CR. 

Operating plans of both acquiring carriers, including labor agreements with Union 

approval, stiould be submitted and approved by the Board, pnor to approval of 

the acquisition. Computer systems should be implemented in a timely and 

orderly manner to make sure they are compatible and do not create operational 

problems 

In addition to approving the railroads operations, the Board needs to specify i;ne 

terms and conditions applicable to the Shared Assets Regions, including 

(5) 



operations, equipment, contracts and exactly how the new companies operation 

relates back to CSX and NS It is presumed that the Shared Company will 

operate on behalf of both earners and that traffic originating or terminating in that 

region will be accessible to both CSX and NS. 

PPG does have some specific issues that need to be addressed One of PPG's 

facilities IS located in Beauharnois, GC and is currently served by CR. The plant 

is open to fhe Canadian National R.iilroad and through the Canadian switching 

regulations, is accessible :o the Canadian Pacific Railroad. It is our 

understanding that CSX will be the railroad acquiring this line in the current 

proposal 

We are not aware of CSX's future plans regarding this line, but rail service is 

critical to the operation of this facility PPG wants to insure that the current level 

of service and access to the other railroads, as it presently exults, are both 

maintained, CSX has advised us the line is considered instrumental in their 

f Jture plans, but cannot comment on operations or pricing at this time 

Switching charges must be maintained at or below the current levels. 

(6) 



A long term contract is currently in effect among PPG, Canadian National and 

CR on an inbound product critical to the basic operation of this facility It is 

extremely important that CSX continue to serve the plant and maintain the terms 

and condition 3 of the current CR contract 

PPG also has a facility located in Natrium, WV that is and has been served 

exclusively by CSX, PPG realizes that precedent dictates that the plant will 

remain exclusively served by CSX However due to the loss of CR and the 

limited number of railroads in the east, PPG would prefer to be in a position of 

having an additional railroad serving this facility With the demise of CR 

geographic competition will be virtually eliminated. CSX and NS will be in a 

strong position to dictate our markets and not allow us to pick and choose, based 

on reasonable transportation charges, especially on rail captive commodities. 

We have contacted both CSX and NS about having another railroad serve the 

faculty CSX declined our proposc i and stated that another railroad was not 

needed in Natrium Because of the acquisition agreement. NS would not even 

entertain a proposal to serve the plant. 

(7) 



Another option would be the Wheeling and Lake Erie Railroad (WE), which 

currently interchanges with CSX at Benwood, WV approximately 35 miles north 

of our plant In discussions. WE indicated a willingness to serve the plant. The 

WE is notably concerned about the proposed acquisition and stated that if 

approved without conditions to protect them, their survival is in jeopardy. 

WE's demise should not be jondoned. In order to ensure their survival the 

Board should grant the WE access to additional traffic including but not limited 

to Natnum. If WE service to Natrium is not operationally practical then a 

reasonable haulage or proportional rate should be established from Natrium to 

Benwood . The Board should establish a reasonable charge if the railroads 

cannot reach an agreement themselves. This charge cannot be set at a level 

that would prohibit the WE from competing for traffic 

PPG also has completed and returned, a survey from Senator John D, 

Rockefeller IV, expressing our concerns about the lack of rail to rail competition 

and in particular the existing trend of mergers that are further reducing 

competition PPG s Natrium facility and the lack of rail to rail competition was a 

major topic of concern covered in the response 

(8) 



In addition ID the direct effects of the proposed acquisition there are many 

indirect effects to PPG s suppliers and customer base, too numerous to detail 

and will no doubt be included in their filings with the Board They share our 

same concerns and we feel certain the Board will give them serious 

consideration before reaching a decision in this important acquisition. 

PPG trusts tha* the Board wiil thoroughly review the proposed acquisition and 

consider the adverse consequences to the entire shipping industry 'f the terms 

and conditions of approval are not conducive to a safe reliable and competitive 

rail transportation system in the Eastern United otates Prior to approving the 

acquisition, the Board must be assured that the railroads are in a position to 

implement the terms and conditions 

Once assured, the Board must maintain oversight ofthe conditions for a 

minimum of five years and be in a position to order corrective action if the 

acquisition is not working The oversight conditions should include reports from 

CSX and NS on progress and implementation of the acquisition as ofteri as the 

Board deems them to be necessary At the same time the shipping industry 

should be giv .̂ n the opportunity to comment 

(9) 



V I KM l( A I ION 

Michael I-., I 'drucccll i . heiiii; i,lul\ sworn, deposes and sa\s Ihat he has lead 

the loreuoiiiL: Verified Slalement, knous the contents, and that the same are 

Irne and conect. 

Subscriheii and sworn !o lietore me b\ 

Michael I., IVlrucccll i Ihis 2()lli 

du\ ol Ocloher. |W7 

Witi'.ess ni \ r m d ,iml ol'llcial scj 

M> coiinnission cspiics 

\ 

NOI AK^ I'l IU k 

'V 

2nno 



C l .KII I IC A l l Ol SI k\ H I 

I herein cei1il\ tli.il 1 li,i\e ser\ed ,i copv i.T llie rorei!i>im; I'I'I Ts Induslrv. Inc . 

\ i K l l II I) SI A l i Ml N l Ol MK I IAI I I l'l IK IX Cl I I i. on all parties ot 

lecoril on the service list in this pioceedini;. I inance Docket No i < ^SS. ,ind ,in oiii;in.il plus twentv 

live copies on the Secreiarv ot the Surlacc I r.insportalion Uo.iid hv llrst elass ni,iil. postaue 

prepaid this 2flth dav ot ()clo!iei I'^'H A eopv Iur- heen 'cnl lo ,\dministr.itivc I .iw luilye. 

.lacoh I evei'.ih.il and to cich ot thc tollowmt: .ipplicanis repreNcnl.itiv ^ 

Dennis ( i , I \oi is. I sci 
Kkhard A Allen. I sq, 
Paul .\ C'linniniih.im. I.sci. 

I 

Mich.iel I I'etruccelli 
Direclor Distrihution .md 1 i.inspoit.ition 
C'lieinic.ils 



STB FD 33388 10-21-97 D 182758 



CHARt ES L LITTLE 
•it."n iTional PresfOt'O' 

N A BOVO J P 
A,,j slani Prosiaeni 

ROGER 0 GRirr-FTM 
Geneial Secretary 

united 
tpaaspsFtatlan 

union 
CLir4TON J MU Ll \\ 
Gener-il Couns*' 

LEGAL DEPARTMENT 
M V I N C BHOUAt) 
A^,soclale Genera' Cout' Associate General i . 

OANIf ! M '"i 

UP.S NEXT D.4Y .\1R 

ml 
4600 DETHOIT AVENUE 

Ct ' ^VElAND OHIO 44107-4250 
PHO^'t; 216-228 9400 
CAX 210 228-0S37 

October 20, 1997 

Vemon A. Williams, Secretary 
Surface Transportation Board 
1925 K Street. N.W. 
Washmgton, DC 20423-0001 
(202) 525-1650 

Re: Finance Docket No. 33.388 
CSX Corporation and CSX Transportation, Inc. 
Norfolk Southem Corporatio.-i and Norfolk Southem 
Railway Company - Control and Operating 
Leases Agreements - Conraii, Inc. and Cc.isolidated Rail 
Corporation - Transfer of Railroad Line By Norfolk 
Southem Railway Company to CSX Transportation. Inc. 
Comments of United Transportation Union 

Dear Mr. Wil'iams. 

Please I'lnd enclosed the onginal and 25 copies of the Comments of United Transporution 
Union in subject matter. Also we have enclosed a disk in WordPerfect 5.1 format. 

\'cry truly yours, 

Daniel R. Elliott, III 
Assistant General Counsel 

Enclosures 
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Finance Docket No. 33388 

CSX C ORPORATION AND C SX TRANSPORTATION, INC. 
NORFOLK S O I n i K R N ( ORPORATION AND 
NORFOLK SOI THKRN RAILWAY C O.MPANY 

- (ONTROL AND OPKRA I IN(; L E A S E S / A C R E E M E N T S -
(ONRAIL, IN( . AND (ONSOLIDATED R \ I L ( ORPOR.VTION -

TRANSFER OF RAILROAL LINE BV NORFOLK SOLTHERN 
RAILWAY ( OMPANY TO ( SX TRANSPORTATION, INC. 

(OM.MENTS OF THE LNITED TRANSPORFATION UNION 

Pursuant to 49 C.F.R. § 1180.4 and the Board's Decision No. 12 ser\ed July 23, 1997, 

the United Transportation Û nion ("UTU") respectfully submits the following comments in the 

above-captioned proceeding. UTU has some obvious employee protection and general safety 

concems regarding this transaction it is presently discussing with the Applicants in hopes of 

achieving satisfactory commitments from them, but until they are achieved UTU cone itionally 

opposes the Railroad Control .Application It will advise the Boa'-d of its support of the 

application if the outcome of its on-going discussions with the Applicants is fa\ orable. 

BACKCROlND 

CSX Corporation ("CSXC"), CSX Transportation. Inc. ("CSXT"), Noriblk Southem 

Corporation ("NSC"). Norfolk Southem Railway Company ("NSR"). Conrail Inc. ("CRR") and 

Consolidated Rail Corporation ("CRC"). collectively "Applicants." filed a joint Railroad Control 

Application (the Application") pursuant to 49 U.S.C. <j§ 11321-25 and the Surface 



Transportation Board's (the 'Board's") Railroad Consolidation Procedures. 49 C.F.R. Part 1180, 

for authorization ofthe acquisition of conu-ol by CSX and NSC of Conrail, and for the division 

of the use and operation of Conrail's assets between them.' Applicants are also seeking 

authorization for operating agreements, the construction of new connections, limited 

abandonments, trackage rights and other related matters. 

This Application presents a complex proposal to reconfigure the railroad industry in the 

eastem United States and causes some obvious concem to UTU due to potential job loss, certain 

job dislocation and safety impacts. If approved, the integration of Conrail's rail lines into the 

existing CSX and NS networks, and the operation of those lines by CSX and NS, will yield 

tremendous changes in the railroad indusuy . CSX and NS currently operate rail networks 

that serve important commercial areas throughout the Southeast and Midwest. To a large extent, 

both CSX and NS depend on Conrail to reach commercially important mid-Atlantic and 

northeastem communities. This transaction will eliminate that dependence. It will create two 

rail networks of broad geographic scope that will reach virtually all major ports, gateways and 

commercial areas in the eastem United States. 

The trend toward the creation of rail networks with broad geographic coveiage and 

substantial tratTic densities has become apparent over the last four years. These new larger rail 

networks have raised substantial job loss dislocation and monumental safety concems to rail labor 

in general. UTU has had certain difficulties when railroads spread their operations over a broader 

tratYic base since the substantial change causes tratfic and safety problems for all mvolved. 

'CSXC and CSXT are referred to collectively as "CSX," NSC and NSR as "NS" and CRR 
and CRC as "Conrail." 



As part of the Application, both carriers have submitted operating plans that demonstrate 

how their respective rail service will be changed through the operation of specified Conrail lines 

and the service of the Shared Assets Areas ("SAA") of South New Jersey Philadelphia. North 

New Jersey and Deu-oit. Numerous new single-line routes will be created between the Northeast 

and the Southeast and the Northeast and the Midwest. As a result, many changes will take place. 

CSX and NS have agreed that certain areas will be served by both of them, including the 

three "Shared Assets Areas" of South New Jersey Philadelphia, North New Jersey and Detroit, 

as well as the coal fields served by the former Monongahela Railroad and the Ashtabula, Ohio 

dock facility. CSX and NS will compete for automotive traffic moving from Detroit to 

Baltimore, Philadelphia and New Vork, for coal moving off the former Monongahela Railroad 

and for coal moving to the Ashtabula Dock facility for subsequent lake movement. 

The potency of CSX and NS as forces in eastem freight movement:, is evident. However, 

the difficulty of making these changes to the eastem rail sector seems equally evident. 

POSITION OF LTU 

L UTU CONDITIONALI V OPPOSES THE APPLICATION GENERALLY. 

The applicable statutory provisions for this major transaction are codifieo at 49 U.S.C. §§ 

11321-27. "The Act's single and essential standard of approval is that the [Board] find the 

[transaction] to be consistent with the public interest.'" MLssouri-Kansas-Texas R. Co. v. United 

Stales. 632 F.2d 392, 395 (5th Cir. 1980), cert, denied, 451 U.S. 1017 (1981). Accord Penn

Central Merger and N&W Inclusion Cases, 389 U.S. 486, 498-99 (1968) {Penn-Central Merger 

Cases). To determine the public interest, the Board balances the benefits of the merger against 

any competitive hann that cannot be mitigated by conditions. 



Section 11324(b) provides that, in a proceeding involving the merger or control of at least 

two Class I railroads, five factors must be considered: (I) the effect of the proposed transaction 

on the adequacy of transportation to the public, (2) the effect on the public interest of including, 

or failing to include, other rail carriers in the .irea involved in the proposed transaction, (3) the 

total fixed charges that result from the proposed transaction; (4) the interest of carrier employees 

affected by the proposed transaction; and (5) whether the proposed transaction would have an 

adverse efTect on competition among rail carriers in the affected region 

At this time, UTU has some concems regarding thc Applicants' ability to satisfy the 

fourth factor set forth in this statutory provision. Specifically, UTU is concemed about whether 

the typical labor protective conditions normally imposed in control transactions, Nen Yoik Dock 

Rv. - Conirol - Brooklyn Pastern Dust.. 360 I.C C. 60 (1979), will adequately protect the 

interests of UTU-representcd employees adversely atYected by the proposed transaction. The 

adequacy of the labor protective conditions are an important consideration when examining the 

interest of carrier employees factor. UTU and the Applicants recently have been engaged in 

serious discussions over this matter. UTU's concems .an be satisfied if the Applicants make an 

adequate commitment to a form of heightened labor protection with respect to the manner in 

which the New York Dock conditions will be applied. While this type of commitment appears 

possible, and perhaps imminent, unfortunately it is not at a stage before the filing of these 

Comments to fully satisfy UTU's concems. Therefore. UTU for the present conditionally 

opposes the application as a general matter. 

Moreover. UTU is somewhat troubled by the potential safety ramifications of this 

transaction for the employees it represents in light of the recent safety r.oblems arising out of 



implementation of the Union Pacific ("UP")/Southem Pacific ("SP") merger transaction. 

Significant evidence of ineffective crew utilization, which leads directly to crew fatigue, stress, 

a lowering of morale, violations of the Hours of Ser\'ice Act, and a reduced ability to comply 

with operating rules, was found by the Federal Railroad AdniinisU-ation ("FRA") to exist on UP 

post-merger. Further, af\er the merger, the FRA found that at nearly all management levels on 

UP, supervisors pertormed a multitude of tasks that are not directly related to their supervisory 

responsibilities, thereby contributing to a breakdown in the safety process. Also, UP supervisors 

were found by the IRA to be unfamiliar with the territories ofthe dispatchers that they supervise, 

causing problems with mle compliance. These problems afkr the merger, in addition to a heavy 

dispatchers' workload, an inadequate operational compliance process, harassment and intimidation 

of employees, and improper mechanical inspections caused questions with regard to safety from 

the FRA and the UTU. UTU has been coĉ perating in joint efforts with UP to solve these safety 

problems, and is hopeful that the traffic and safety problems involved in the implementation of 

that merger can be resolved in this manner. 

CSX has alleviated some of these co.icems in this transaction by creating a safety 

compliance task force as a result o. a recent safety audit by the FRA. Steps of this natiire lead 

UTU to believe that the Applicants intend to address these serious safety issues before 

implementation of the transaction, if approved. This too will be a significant factor in any 

evenf .ial support by UTU of the application, but for the present, as noted ab ne, UTU is in 

conditional opposition. 



I I . DfXAWARE & HUDSON RAILWAY OPERATING EMPLOYEES SHOULD 
BE PROTECTED. 

In additioi' to its general conditional opposition to the Application. UTU has a specific 

concem regarding Delaware & Hudson Railway ("D&H") operating employees it represents, who 

should be entitled to labor protection as a result of this transaction These employees work in 

the Southem Tier portion of New York (Buffalo to Binghamton) and from Binghamton to 

Montreal. Canada and Binghamton to Allentown. Pennsylvania and to Philadelphia, Pennsylvania. 

The tratfic that currently operates within these corndors is all cn erhead traffic recei\ td from the 

NS and the CSX These trains are identified as follows. 

EASTBOUND 

1) Irain 170 received from lhe NS at Buffalo; 

2) Train 268 recei\ed from the NS at Buffalo; 
3) Train 252 (solid .steel) received from the NS at ButTalo; 
4) Irain 258 (piggyback) received from the NS al ButTalo; 
5) Train 269 recened from NS (piggyback) operates Allentown -

Binghamton - ButTalo; 

6) Train 257 (solid intermodal) received from NYS&W at Binghamton (CSXT train). 

The D&H employees on these trains represented by UTU will be adversely affected 

because the NS is to acquire the Southem Tier in the tiansaction. where all of these trains now 

operate. It is obvious that the NS will operate these trains themselves, with NS crews, which will 

in all likelihood place all of thc D&H operating employees .hat are working in this comdor in 

an adversely atTected status 

While employees of third-party camers generallv ha\ e not receiv ed labor protection as 

a result of merger or control transactions in the recent past, this situation presents a unique 

factual circumstance where such protection is wananted Here. NS is acquinng terntory over 

which D&H has trackage nghts. This is classically difTerent froni the normal scenario where a 



third-party carrier loses work due to a div ersion of traffic upon implementation of the transaction. 

Therefore. UTU urges the Board to impose labor protective conditions, whether they are New 

York Dock or Mendocino Coast protection, since the adverse impact is a result of either the 

trackage rights or the transaction(s) descnbed in the Application. UTU is currently engaged in 

discussions with the Applicants regarding this matter also. 

CONCLISION 

Based on foregoing discussion. UTU conditionally opposes the Application at this time. 

However. UTU intends to support the Application if the ongoing discussions with the Applicants 

regarding LT'J's concems yield a commitment from them sufficient to permit such support. 

Respectfully submitted. 

Clinton J. Millar, fll 
Geneial Counsel̂  
Daniel R. Elliott, III 
Assistant General Counsel 
United Transportation Union 
14600 Detroit Avenue 
Cleveland. Ohio 44107-4 .50 
(216) 228-9400 
FAX (216) 228-0937 



VERIFICATION 

I , Charies L. Little, United Transportation Union 1 itemational Preside.u. pursuant to 28 

U.S.C. § 1746. declare under penalty of perjury that the foregoing Comments of the United 

Transportation Union are true and -orrect. Further, 1 certify that I am qualified and authonzed 

to file these Comments. 

Executed on October 17. 1997. / -
Charles L. Little 
International President 
United Transportation Union 
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VERinCATION 

I, Samuel J. Nasca, Uniied Tranaponation Union ("UnT) LejisUtî e Dkecwr-Now 

York, punuant to 28 U.S.C. § 1746, doolair that I have pewooal knowledge of the fectual 

aUegatwos contained in thc Section n of thc for̂ oinc Comments, and the same ans Hue and 

coirect to the best of my knowledgr and belief . 

I declaie unda penalty of perjuiy that mc foicgpmg is Uvc aad correct Executed on 

October 17, 19V7. 

SAMUEL J. 



C E R T I F I C A T E OF SERVICE 

I hereby certify that I have this 20th day of October, 1997. caused the foregoing document 
to be served by first-class mail on counsel for the Applicants and on the FERC Administrative 
Law Judge assigned to handle discovery matters, as indicated below. Copies have also been 
serv ed by first-class mail on all parties of record on the official sen ice list. 

Richard A. Allen 
James A. CalderwcKxi 
Zuckert. Scoutt & 

Rasenberger. LLP 
888 17th Street. N.W.. #600 
Washington. D.C. 20006 

Dennis G. Lyons 
Richard L. Rosen 
Amold & Porter 
555 12th Street. N.W. 
Washington, D.C. 20004 

Paul A. Cunningham 
Robert M. Jenkins. Ill 
Harkins Cunningham 
1300 19th Street, N.W., #600 
Washington, D.C. 20036 

John M. Nannes 
Scot B. Hutchins 
Skadden. Arps. Slate 

Meagher & Flom. LLP 
1440 New York Avenue, N.W. 
Washington. D C. 20005 

Mark G. Aron 
Peter J. Shudtz 
CSX Corporation 
One James Center 
902 East Can,' Street 
Richmond, VA 23i29 

James L. Howe, III 
George A. Aspatore 
Norfolk Souihem Corporation 
Three Commercial Place 
Norfolk, VA 23510 

P. Michael Giftos 
Paul R. Hitchcock 
CSX Transportation, Inc. 
500 Water Street 
Jacksonville, FL 32202 

Constance L. Abrams 
Consolidated Rail Corporation 
Two Commerce Square 
2001 Market So-eet 
Philadelphia, PA 19103 

Samuel M. Sipe, Jr. 
Timothy M. Walsh 
Steptoe & Johnson, LLP 
1330 Connecticut Ave.. N.W. 
Washington, D.C. 20036 

The Honorable Jacob Leventhal 
Administratis e Law Judge 
Federal Energy Regulatorv Comm'n 
Suite IIF ' 
888 First Street, N.W. 
Washington, DC. 20426 

Daniel R. Elliott, 111 


