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1930 68th 1998 

4743 County Road 28 
PO Box 127 
Waterloo Indiana 46793-0127 

219-837-8611 
Toll Free 1-800-366-0829 

FAX 219-837-7220 

October 29, .1997 

Via C e r t i f i e d Delivery 

Vernon A. Williams 
Secretary 
Suriace Transportation Board 
1925 K Street, N.W. 
Washington, D.C. 20423-0001 

Re: Finance Docket No. 33388 

Dear Secretary Williams: 

On behalf of DeKalb Agra, Inc., I enclose fo f i l i n g an o r i g i n a l 
and twenty-five <25) copies of Verified Statement of the impact of t h i s 
proceeding on DeKalb Agra and i t s operations at Waterloo, Indiana. 

Respectively Submitted, 

Carl E. F e l l e r 
General Manager 
DeKalb Agra, Inc. 

10/29/97 
Onn-.' "hnKiy. 

y 

cc: registered p a r t i e s of records 

The Only Place You Get Top Quality 



VERIFICATION 

I, C.MIL E. FELLER, hereby affinn an<? state that I have read the foregoing 
statement, that I am personally familiar wth its contents, that I have executed it with 
full authority to do so, and that the facts set forth therein are true and correct to the 
best of my knowledge, infoimatioa and beUef 

Executed by the undersigned on thisĉ 9<<̂  dav o " October, 1997. 

Carl E. Feller 



SURFACE TRANSPORTATION BOAR1> | ^ 

STB Fkiancc Docket No. 3Sm \ 3 v ^ .'i O 

CSX CORPORATION AND CSX TRANSPORTATION, 1 
NORFOLK SOUTHERN CORPORATION AND X 'r^^m-rrX'^ ' ' V 
NORFOLK SOUTHERN RAILWAV COMPANV 

-CONTROL AND OPERATING LEASES/AGRESMtNT-
CON-RAIL BSC. AND CONSOLIDATED RAIL CORPORATION 

VERIFIED STATEMENT OF CARL E. FELLER 

on behalf of 

DEKALB AGRA, INC. 

My name is Carl E Feller Since May of 1969, I have held the responsibilitv of General 

Manager of DeKalb .-̂ gra, Inc. whose principal address is P 0. Box 127, Waterloo, Indiana 

46793 

DeKalb Agra, Inc. is a 1150 member famitr owned cooperative with annua] sales of 

approximately thirty-five (35) million dollars. The cooperative relies heavily on rail shipments to 

market whole grains (com, soybeans and wheal) lo the eastem domestic and export markets anj 

poultr>' and feed mills in the southeastern United States. The cooperative also receives inboiind 

rail shipments of fertilizer and potash. 

Since Conrail management, within the past five (5) years, has embarked on a corporate 

mission to enhance shareholder value while reducing costs, service has deteriorated while shipper 

costs have increased i e , lack of equipment and service disruptions due to traffic prioritization for 

higher rate commodities. 

P»«« I of 2 



The proposed dismemberment of Consolidated Rail Corporauon severely limits our 

market opportumties smce we will be seived solely by Norfolk Southem Corporation With 

Consolidated Rail Corporatim we had the opportunrty to scU grain to the river markets and/or to 

the southeastern poultry producers via Norfolk-Southern Corporation or CSX Transportation 

with joint line rates. 

We envision that single line service will shrink our opportuniues to market grain to 

destinations solely sensed by Norfolk Southern Corporation and will result in defaao market 

dominance 

Although both Norfolk Southem Corporation and CSX T.ansportation both claim to be in 

support of a two (2) system competitive balance, we find this somewhat difficult to believe since 

we have yet to see reasonable switch charges at origins or destinations or competitive joint line 

rates between NoriFolk Southem Corporation and CSX Transportation 

We respectfully request that the Surface Transportation Board (STB), if granting control 

of Consolidated Rail Corporation to Norfolk Southem and CSX Transportatioa take a pro-active 

stance in reviewing the impact of tbe control with special emphasis on switch rates between the 

carrier and the origin and destinations to insure competitive access, service levels and finally joint 

line competitive rates be proscribed where necessary to insure access to river mai kets 

Page 2 of 2 
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ENRS-8 

OFFICE (202) 371-9500 TELECOPIER (202) 371 0900 

DONELAN, CLEARY, WOOD & MASER, P.C. 

ATTORNEYS AND COUNSELORS AT LAW 
SUIIE 750 

1100 NEW YORK AVENUE N W 

WASHINGTON, D C 20005-3934 

November 3, 1997 

Via Hand Delivery 
Honorable Vernon A. Williams 
Office of the Secretary 
Surface Transportation Board 
1915 K Street, N.W. 
Washington, D.C. 20423-0001 

Re: STB Finance Docket No. 33388, CSX Corporation, et al.. Norfolk 
Southern Corporation, et al.—Control and Op>?rating 
Leases/Agreements—Conrail. Inc., et al. 

Paar Secretary Williams: 

Enclosed please find an original and twenty-five (25) copies of an Errata to the 
Comments, Evidence and Request for Conditions tiled by Erie-Niagara Rail Steering 
Committee on October 21, 1997, in the above referenced proceeding. A copy of this 
Errata is also enclosed on a 3.5-inch diskette in WordPerfect 6.0 format. 

Comments and Request for Conditions 

At page 12: In the last line of the first full paragraph, "$156 per cae" should 
read "$156 per car." 

At page 17: In hne 12 of the first full paragraph, "unusually" should read 
"usually." 

At page 19: In line 10 of the first full paragraph, "proposal be subject to . . ." 
should read "proposal would be subject to . . ." 

At page 29: In line 5 of the first ful l paragraph, "would have be 
determined . . ." should read "would have to be determined . . ." 

LNTfcHcD 
OHiCft ot the Secretary 

NOV - 4 1997 

Part of 
Public, Rocorri 



Letter to Secretary Williams 
October 31,1997 
Page 2 

At page 41: In lines 13 and 14 of the first full paragraph, "North 
Jersey/Philadelohia, and South Jersey . . ." should read "South Jersey/Philadelphia, 
and North Jersey . . ." 

Respectfully submitted, 

^ ]o\iL K. Maser IH 
Frederic L. Wood 
Karyn A. Booth 

Attnrreys for 
Erie-Niagara Rail Steering Committee 

cc: Ail Parties of Record 

4898-020 
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AKSC-8 

BEFORE THE 
I'RFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 
\ ' ' " * * ^ ' 

CSX CORPORATION AND CSX TRANSPORTATION. I l^ l ' ^ -^ jTSj^ 
NORFOLK SOITHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

— CONTROL AND OPERATING LEASES/AGREEMENTS — / | 

CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION J 

ERRATA TO 

COMMENTS, EV IDENCE, AND 
REQUEST EOR CONDITIONS AND OTHER R E L I E F 

submitted on behalf of 

AK STEEL CORPORATION 

AK Steel Corporaiion ('"AK Steel'") hereby submits this Errata to the 

Comments. Evidence, and Request for Conditions and Other Relief submitted on 

behalf of AK Steel.' filed on October 21. 1997 in the above-captioned proceeding. 

AK Steel submits the following errata: 

(I) On page 5 of the Comnients. in the only paragraph on the page, and in 

the last sentence of footnote 7. all of the references to "Hart Dep. Ex. 14" should be 

changed to "Hart Dep. Ex. 13." 

' The Comments were siibniitted in two \ersions: one (AKSC-6) filed under seal with 
ci^nfidential and highly eontidential material included, and the other (AKSC-7) tiled with the 
confidential and highly confidential material redacted tor filing in the pul)lic record. The errata 
all relate to public material, so only one version ot this pleading is being submitted. 



2-

(2) On page 9 of the Comments, in the third paragraph. Lines 3-4, .strike 

the phrase "to be transferred". 

(3) On page 12 of the Comments, first paragraph, line 2 change " i f to 

"of. 

(4) On page 13, the name under the signature line in the certificate of 

service should be changed from "Aimee L. DePew" to "Frederic L. Wood." 

Respectfully submitted. 

Tederic L. Wood 
DONELAN. CLEARY. WOOD & MASER, P.C. 
1100 New \ \ :k Avenue, N.W. 
Suite 750 
Washington. D.C. 20005-3934 
( 202) 371-9500 

Attorney.^ for AK Steel Corporation 

Novembet 3, 1997 

CERTIFICATE OF SERVICE 

i hereby certify that a copy of the foregoing ERRATA TO COMMENTS. 

EVIDENCE, AND REQUEST FOR CONDITIONS AND OTHER RELIEF OF .A.K Steel 

Corporation has been served by first class mail, postage prepaid, on all parties of 

record in this proceeding this 3d day of November, 1997. /I I 

Aimee L. DePew 
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NIMO-8 

OFFICE (202) 371 9500 

DONELAN, CLEARY, WOOD & MASER, P.C. 

ATTORNEYS AND COUNSELORS AT LAW 
SUITE 750 

1100 NEW YORK AVENUE. N W 

WASHINGTON, D C 20005 3934 TELECOPI 

Via Hand Deii veiy 
Honorable Vernon A. Williams 
Office of the Secretary 
Surface Transportation Board 
1925 K Street, N.W. 
vV..shington, D.C. 20423-0001 

November 3, 1997 

Otiictt of tha Secretary 

NOV - 4 1997 

Pan of [ 

Re: STB Finance Dockei No. 33388, CSX Corporation, et al.. Norfolk 
Southern Corporation, et al.—Control and Operating 
Leases/Agreements—Conrail, Inc.. et al. 

Dear Secretary Williams: 

Enclosed please find an original and twenty-five (25) copies of an Errata to the 
Comments, Evidence and Request for Conditions filed by Niagara Mohawk Power 
Corporation on October 21, 1997, in the above referenced proceeding. A copy of this 
Errata is also enciosed on a 3.5-inch diskette in WordPerfect 6.0 format. 

Comments and Request for Conditions 

At page 21: In the last line on the page, "financial projects" should read 
"financial projections." 

At page 23: In lino 6, "percent" should be inserted after "42." 

Verified Statement of Gerald W. Fauth III. 

At page 14: The second sentence of the first full paragraph should read, 
"Assummg a sufficient fleet of lake vessels is available, such movements would 
involve approximately 140 lake vessel deliveries in an eight-month period and the 
stockpiling of approximately 720,000 tons of coal for the four-month winter period 
(Huntley normally maintains a 20-day supply)." 

At page 26, Table 3: "To Harriet From:" should read 'To Huntley From:" 



Letter to Secretary Williams . • -
October 31,1997 
Page 2 

At page 31, in Paragraph F: In the second sentence, "NIMO's Harriet 
station. . ." sî ould read "NIMO's Huntley station. . ." 

Ioint Verified Statement of Scott D. Leuthauser and Michael T. Mathis: 

At page 8: In the second full paragraph, the reference to "4.3 terrawatt-hours" 
should re«w "5.4 terrawatt-hours." 

Ai page 11: In the first full paragraph, the reference to "May 16, 19%" should 
read "May 20,19%." 

Respectfully submitted, 

JohnS:. Maser III 
Frederic L. Wood 
Karyn A. Booth 

Attorneys for 
Niagara Mohawk Power Corporation 

cc: All Parties of Record 

3315-020 
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W \ l . l . l A M l . S l . O V E H 

C. M U I I A K I . I .OFTI S 

n o N A l . n O. AVKHY 

. l O H N H . l.R S K I R 

K E L V I N . 1 . n O W D 

ROBERT n . HO.SENBEHO 

C H H I S T JPHER A. M I L L S 

FRANK .1 . P E H O O L l ' / Z l 

ANDRKW H. KOLESAH H I 

S L O V E R 8C L O F T U S 
ATTORNEYS AT LAW 

18134 S E V E N T E E N T H STREET. N . W. 

WASHINGTON. D. C. 8 0 0 3 0 

NYS-13 

see 347-nro 

October 28, 1997 

VIA HAND DELIVERY 

The Honorable Vernon A. Williams 
Secretary 
Surface T r a n s p o r t a t i o n E 3rd 
Case C o n t r o l Branch 
ATTN: STB Finance Docket 33388 
1925 K S t r e e t , N.W. 
Washington, D.C. 20423-0001 

Otftcft ot tho Secretary 

OCT 3 li 1997 

f-^-] Fan of 
I I Public Record 

Re: Finance Docket No. 33388, CSX Corporation 
and CSX TranspOi. t a t i o n I n c . , Nor f o l k Southern 
Corporation and Norfolk Southern Railway Company 
-- Control and Operating Leases/Agreements --
C o n r o i l Inc. and Consolidated R a i l Corporation 
( E r r a t a t o Ccnv^ents of the State of New York) 

Dear Secretary W i l l i a m s : 

Please accept t h i s l e t t e r as the State of New York's 
F.rrata t o i t s Comments i n the referenced proceeding, which were 
f i l e d on Octobe.'' 21 , 1997. 

1. Page 21 of the V e r i f i e d Statement of James A. 
Utermark, as f i l e d was i n a d v e r t e n t l y t r u n c a t e d . The f u l l 
paragraph on t h a t page should read as f o l l o w s : 

"The requirements cf the p u b l i c i n t e r e s t 
t o g e t h e r w i t h New York's past and c o n t i n u i n g 
commitments t o C o n r a i l , are such t h a t the 
d i r e c t i o n of the f u t u r e of New York's f r e i g h t 
and r a i l passenger system cannot be s o l e l y 
the p r e r o g a t i v e of A p p l i c a n t s . New York's 
r o l e must be recognized by the Board through 
a f f i r m a t i v e a c t i o n on the c o n c i t i o n s which 
New York seeks and whicn we set f o r t h i n 
Sections IV and V of our Comments." 

A c o r r e c t e d page I s enclosed. 



V. 

The Honorable Vernon A. Wi l i i a m s 
October 28, 1997 
Page 2 

2. E x h i b i t (JAU-i) t o Mr. Utermark's V e r i f i e d 
Statement was missing pages 57-'̂ "̂  of . . Copies of those pages 
are enc1osed. 

3. E x h i b i t (JAU-7) t o Mr. Utermark's V e r i f i e d 
Statement was missing pages 1-10 of 18. Copies of those pages 
are enclosed. 

Please enter the foregoi n g i n the formal record of t h i s 
proceeding. Thank you f o r your a t t e n t i o n t o t h i s matter. 

Respectfully submitted, 

t 

Kelvi n J. Dowd 
An At t o r n e y f o r 

The State of New York 

n 
KJD:cef 
Enclosures 
cc: A l l p a r t i e s of record 



(ERRATA to NYS-10) V e r i f i e d Statement of James A. Utermark 

-21-

Conrail. Each partner did what was necessary, including the 

com.niitment of p o l i t i c a l and f i n a n c i a l resources, to assure that 

success. In t h i s sense, New York's stake i s r e a l . Even i f i t 

has no stocks, bonds, or other formal property i n the corpora­

t i o n . New York surely has moral equity i n Conrail. 

The requirements of the public i n t e r e s t together with 

New York's past and continuing commitments to Conrail, are such 

that the d i r e c t i o n of the future of New York's f r e i g h t and r a i l 

passenger system cannot be solely the prerogative of Applicants. 

New York's role must be recognized by the Board through affirma­

t i v e action on the conditions which New York seeks and which we 

set f o r t h i n Sections IV and V of our Comments. 



C O N m IBOb (O/TT) 

' .\ 11 i h I f 

" f (i5 
( J A l - t , ) 

STATE OF NEW YORK 
DEPARTMENT OF TRANSPORTATIO^T 
W I L L I A M C . H E N N E S S Y . C O M M I S S I O N E R 

V..* 

SUPPLEMENTAL ^1 P / 3 9 f H 3 

AGREEMENT 
111 

PIN 3935.16 
CONKAIL*S RADISSON TOID 

LYSANDER, ONONDAGA TTY. 



!• \ H 1 I) I t . _ ( J . M i - d ) 

l a k j f ."̂ S o f (. 

3139qii7 Radissor. "ard 
SUFPL^Err.iL'AGHEEI-Err --̂ l Lysar.der, N"i 

3935.16 

This SupFle-Tisntal .î greerr.enc dated as of March 17, 

1983. by and betveen the °eo?le of the State of New York 

" (hereinafter referred tc as State) acting by and .through the 

Cox-nissioner of Transrortation ana the De?artr.ent of Trans­

portation (hereinafter referred to as Cor^rr^issioner and 

Depa^truent, respectively) wi-h offices i n the Adi^inistration 

and Engineering Building, State Car.pus, Albany, New York 1223-.. 

and consolidated Rail Corporation (hereinafter referred to as 

Railroad), authorized to dc business i n New Yor:< Sta.e, with^ 

i t s nam offices at Six Penn Center rlaza, ? hilacelphia. ~ _ 

Per-nsylvania 19104. -

W I T N E S S E T H : " -

WHZ?.Z-\S, State and Railroad entered into an arree.-en^ 

dated .-.pril 10, i9/3, Uw..../'—•^.^^^ ^ 

(herair.after r e f t r r e d to as the 15~5 .Agre-.-i-=."t) i.n c r i e r to 

i-r.rcve r a i l trir.sportaticn ser/ices to the c i t i r s n s c: tne 

WHEREAS, State and Railroad desire lo arend 



I- .\ n 11> 1 t (.1 Al - (>) 

\'il^^v of I)."; 

NCW T-ZREFCRE, the parties hereto, in consideration oz 

the mutual pror^ises, conditions, terois and ob .ligations herein 

contained, agree and covenant as follows: 

1. section 2.4, Reirnburserrent, of the 1973 .̂ gree.-nent 

befveen the State and Railroad is hereby deleted and replaced 

by the following: -

< f̂cî ian ?.4. Rei.-nhurser.ent. 

State w i l l reirhurse Railroad f o r Project Costs up 

to a xaxLT/am of T-̂ c >! i l l ion Three Hundred Eigh.tv Se7eri.jvgiaar.d 

Dollars (S2,3S7,0C0j which Railroad inc^urs for work 

oerforr.ed, as described i n the attached Work Scheauls, 

inc luding the cost of preii.-cinary and ccnstr-ct ion 

engineering, as well as fo r f a c i l i t i e s provided by 

Railroad under th is Agree-ent m connection with said 

work, pursuant to 23 CER Part 140 Sub-I, and =r.end.T.ent3 

thereto, i t being intended by the parties bereto tb.at by 

reference to said 23 CER Part 140 3 -b - I , and ar.enir.ants 

thereto i t is agiaed that the provisions therecf are 

.-s ^-»rain and are acoeptad is o m t i n g 

lhe 3i-T.e e.xta.nc and w i m me sane 

i f said 23 CER Part 140 S-b-I, and 

deer.eG to -e inc -u i ; 

upon the part ies to 

force md e f f e c t as 

• ^ ~ s e -'orth m ani .nice a 

cart 0 1 _ni3 

shall not 

' J3 t i . — ' 



I A i , I I . 1 I ' \ ( :- (, ) 

I'.i L'f tiO o I 65 

reiinburse.T.ent for the use of f a c i l i t i e s or equi?:i.e.;t 

acc--ired by Railroad i n whole or in part with rmcs 

provided by State under this or any other agree.-nent. 

Rental charges for Railroad-cwned eq'aipment or f a c i l i t i e s 

shall not be e l i g i b l e for reirhurseir.ent hereunder when 

State-financed equipment or f a c i l i t i e s acceptable to the 

Railroad are rr.ade available without cost to Railroad for 

the work to be accomplished at the time and place 

required. Railroad shall submit to State f a i r and 

reasonable charges for the cost of the work performed, 

or f a c i l i t i e s and eq-wipment provided, by Railroad, less 

the value of any Railroad-owned materials recovered, as 

evidenced by detailed invoices acceptable to Coirutiissioner. 

Sta-.e shall r jinburse Railroad i n the a.-nount of tne 

aooroved Project Costs so s'ubmitted. A l l costs so 

s-ub-.itted by Railroad shall be subject to approval by 

Ccrr-T.issionet and to audit by the Corrjtiissicner or tne 

^ • <-v,/»—o-r" bv State to 
State Cor .o t ro l l e r . Reirrjrursen.enc w-.e.e.c-. -v 
Rai l road - i l l be .-ade m -cnth.ly progress pa:-.ents 

_^ - - = -.3 m - u r r a d by Rai l road during 

s: r=r: ; r r . '3d cr f a c i l i t i e s 

. . . • -^-olen-on. cr a_- -w-.^ 

^ h a l l be s'lotr.ittec to 

- - - - •3 

:he COS' 

• , J3 c i • 

H f m ? - siaiar.enn c 
, w - . 3 

C — ^ , '_-Z) l ays . r -e : 



(•Ah I h i I (.).\L̂ -„) 

t h i r t y (3C) days from the submission o f t h e f i n a l 

statement, subject to f i n a l audit. 

2. section 3.4, Pyf^cutcr-/ Clause, of the 1973 Agree­

ment i s hereby deleted. ^ 

3. Appendix-1, work Schedule, of the 1978 Agreer^ent is 

hereby deleied and replaced wiih the revised Appendix 1 

attached hereto. 

4. Paragraph 9 of Appendix 3 of the 197S Agreement is 

hereby delened. 

5. A l l ether provisions of the 1973 AgreeT.=nt and any 

supplemental agreenent thereto shall re.ain m f u l l force and 

effect and shall continue to bind the parties to the extent 

not inconsistent herewith. 
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IN WITNESS WHERE3E, the State .nd Railroad, through 

their duly authorized representatives, have executed this 

Agree.T.ent the day and year f i r s t above written. 

CCNSOLIDATED RAIL CCR?CR.̂ TION 

T i t l e 
• " COiTJT.issioner o i 

Transoor ta t ion 

pproved Date: 

.ivttorney Genera.. 

JUL 0 0 mi 
rec .^ats: 

• i r tne C c - o t r c e r , 
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I 'a^-'C' 6 . f Cl l ( ,5 

czyy.zirwzALTd OF ?ENNSYLV.\NIA 

COUNTY OF PHILADELPHIA 

On this 21st cay of Apr i l 1963 , before 

to me known •ne oe-sonally câ -ne James A. Hagen — 
me person ^ sr . Vice President, 
and !<nown to me to be the Marketiiia & Sales of Conso.icau-a 

Rai l corporation described m and which executed the foregoing 

instrument, and he acknowledged to me that he executed the 

same. 

M^9t ^! McCOURT 

My Commisiior.•pii'!'^ fAiicU t l . IS27 , 

« \ 



I-, \ ll I n I t ( J / M - 6 ) 

StTPC.RT YARD TC SER'/F RADISSON INDUSTRI. 
LYSA^DER., NEW YORK 

MODIFIED WORK SCHEDULE 

SEFTLMEER 5, 1981 

APPENDIX .1 
pace 1 cf 2 
?.\RK 

Grading (by contractor) 

Clear and gr'-xi 
U n c l a s s i f i e d Excavation 
Subcallast 
Seeding 
Stone Slope Protection 
F i l t e r Fabric 

Drainage (by contractor) 

$ 1 ,192 ,978 .91 

22.64 acres 
144,347 C.Y 

24,896 C.Y 
3,541 S .Y 
6, 463 C.Y 

6S,665 S.Y 

30" Diarr.eter A.C.C..M. Pipe 
43" Diameter A . C . C . M . Pipe 
24" Diar .e t s r . i . C . C . M . Pipe End Sec* 
30" Diar-.eter A .C .C .M. Pipe End Sec* 
20" Dia . -e ter .Metal End 
18" Dia.-neter A .C .C .M. Pipe .Risers 
30" - 24" A.C.C.M, P ice Reducer 
48" - 30" A.C.C.M. Pipe .Reducer 
Concre te Heac ' -a l l 
Drain ac.-. Str-jct ure 
Trench i Culvert Excavation 

- 192 L . F . 
— 237 L . F . 
- 1 ea. 
- 6 ea. 
— 1 ea. 
— ea. 
— 5 L . F . 
- 6 L . F . 
- 1 ea. 
_ 1 ea. 
- 355 C.Y-

50, 703.9: 

R c a c ' i d ' - ' (bv c o n t r a c t o r ) 18, 542. 46 

Stone ? = ve.'nen' 
We l.-f«avs 

5,875 S.Y. 
637 S.Y. 

Re-eve r r=c> 
P r e - 2 a l l a s t (• 
Lay Track - 1. 
Lay Cracx -
Lay Tracr. - 1 

• a i _ , 
• a i l , 6 

- 3,9:0 L 

.e= - 11, 96 2 .D L 

. = 5 - 1=0.0 L 
- = - ^ "• - -. C ' 

_ 0 ea. 

•43, 135 . 30 

— - o ZiZT.Z. V. 

( - - . 3 — < 



r 
I x l i 11> 1 I ' " ' 

[ ' H f i i i o l 

'.cc_350n Industrial Park 
•ags T'^o 

APPENDIX I 
page 2 of 2 

Trac>-,vork (by C o n r a i l l o r c e s ) 

Re.Tiove Track - '--^^ ^ - i . ' 
Lay Track 127 l b , f i t r a i l 7", j i e s - ooO L . F , 
I n s t a l l Turnou t , No. 10, 119 i b . new - 1 ea . 

45.040.00 

-0-
Communications and Signals 

Flashers tc be i n s t a l l e d -.jinder separate highway progran 

$ 112,300.69 
E n c m e e r i n c 

n=n. $ 2 ,386 ,047 . 22 
TOTAL PROJE.-- ^051 
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NSW V O U I T N NEW YORK CENTRAL SYSTEM 
T h e W a t e r L e v e l R o u t e — Y o u C a n S l e e p 

T * b l « I . 

N E W VORK A N O B O S T O N . A l B A N V . B U F F A L O . C L E V E L A N D - T O L t D O • C H I C A O O . 

f o r • d d i t i o n a l f r e i g h t o n l y p o i n t s b « t A « e r t H e w V o r k a n d Bu lTa lo , t ^ e T i b l * ) 9 ; B u f f a l o a n d C h i c a g o <via T o ) « d o i flt« T a b I * f t ; 
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J O H N M . ROBINSON 
A T T O R N E Y A T LAW 

9 6 1 6 O L D S P R I N G R O A D 

K E N S I N G T O N , M A R Y L A N D 2 0 8 9 5 

( 3 0 1 ) 9 4 » - 5 4 5 2 

October 27, 1997 

Re: Fi.iance Docket No. 33388 

CS.X Corp. And CSX Transportation, 
Inc., Norfolk Southern Corp., and 
Norfolk Southern Railway Co.-
Control and Operating Lease 
Agreements-Conrail Inc. and 
Consolidated Rail Corp. 

Request f-,r Permission for Late 
Service and C e r t i f i c a t e of Service 

The Honorable Vernon A. Williams 
Secretary 
Surface Transportation Board 
Case Control Branch 
ATTN: STB Finance Docket No. 33388 
1925 K Street, N.W. 
Washington, D.C. 20423-0001 

Dear Secretary Williams: 

Enclosed oer Decision No. 43, issued October 7, 1997, i n the 
captioned proceedings i s an o r i g i n a l and 10 copies of a 
c e r t i f i c a t e of ser v i c t s t a t i n g that copies of a l l documents 
previously f i l e d by che Effingham Railroad Company and the 
I l l i n o i s Western Railroad Company (the Joint Parties) have be-n 
served on the ad d i t i o n a l p a r t i e s l i s t e d i n Decision No. 43. The 
late service i s due to a two week d i s a b i l i t y of the undersigned 
caused by a serious back i n j u r y . Since the only document i s the 
the Joint Parties' notice of i n t e n t to intervene and no party 
w i l l have been injured by not receiving to document e a r l i e r , I 
request that the Joint Parties be permitted to serve the 
a d d i t i o n a l p a r t i e s out of time. 

Smc^erely yours, 

^ohn M. Robinson 



CMB-^ 

Before the 

SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

CSX Ccrp. And CSX Transportation, 
Inc., Norfolk Southern Corp., and Norfolk 

Southern Railway Co.-Control and Operating Lease 
Agreements-Conrail Inc. and Consolidattd Rail Corp. 

Pursuant to the Surface Transportacion Board's Decision No. 
43, issued October 7, 1997, I hereby c e r t i f y that a copy of a l l 
documents f i l e d with the Board to date by the Effingham Railroad 
Company and the I l l i n o i s Western Railroad Company have been 
served on each party of record l i s t e d i n that order, f i r s t class 
postage prepaid. 

>xTohn M. Robinson 
9616 Old Spring Road 
Kensington", Md. 20895 

October 27, 199' 



/?3 S-̂  

EDWARD J. RODRIGUEZ 
A T T O R N E Y AT LAW 

6 7 M A I N S T H E E T 

P O S T O F F I C E BOX 298 

C E N T E R B R O O K . C O N N E C T I C U T 0 6 4 0 9 

October 15, 1997 

TEL; (B6a> 767-9629 

(860) 3BB-9629 

FAX; (B60) 767-7419 

O f f i c e of the Secretar-^ 
Surface Transportation Board 
1925 K Street, N.W. 
Washington, DC 2 0423 

Re: Finance Docket No: 33388 \fStttk HU lUf 
Acqij.isition of Consolidated Rail Corporation by CSX 
and Norfolk Southern Corporation 

Housatonic Railroai's C e r t i f i c a t e of Service HRRC-9 

Dear Secretary Williams: 

Enclosed i s an o r i g i n a l and 10 copies of Housatonic Railroad's 
C e r t i f i c a t e of Service of additional parties as required by 
decision No. 4 3 . 

Please stamp a copy of t h i s l e t t e r to indicate receipt and 
re t u r n i t to me i n the enclosed envelope. 

Thank you. 

Very t r u l y yours, 

Edward J. Rodriguez 

EJR/swf 

tNTERfcD 
Offic« of the Secretary 

Pan of 
Public RtKord 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 33388 

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

CONTROL AND OPERATINv̂  LEASES/AGREEMENTS — 
CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

HOUSATONIC RAILROAD'S CERTIFICATE OF SERVICE 
HRRC-9 

October 14, 1997 

I hereby c e r t i f y that on the 13th day of October, 1997, a copy 
of a l l f i l i n g s submitted t o date i n t h i s proceeding by Housatonic 
Railroad Company, Inc. was served by U.S. mail upon those parties 
added t o the service l i s t by STB Decision No. 43. 

This c e r t i f i c a t e of service i s f i l e d i n accordance wit h the 
provisions of Decision No. 43 released by the Surface 
Transportation Board on October 7, 1997. 

Edward J. *iS!odriguez ^ 
Attorney for housatonic Railroad 
Company, Inc. 

Office of the Secretary 

OCT 3 0 1997; 
Pan cf 
Public Rocord 
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BEFORE THE 
SURF.ACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

CSX CORPORATION AND CSX TRANSPORTATION 
NORFOLK SOUTHERN CORPOKATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

— CONTROL AND OPERATING LEASES/AGREEMENTS — 

CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

ERRATA TO 

COMMENTS AND 
REQUEST FOR CONDITIONS 

submitted on behalf of 

INSTITUTE OF SCRAP RECYCLING INDUSTRIES, INC. 

John K. Maser III 
Jeffrey O. Moreno 
DONELAN, CLEARY. WOOD & MASER, P.C. 
1100 New York Avenue, N.W. 
Suite 750 
Washington. D.C. 2000.S-3934 
(202)371-9500 

Attorneys for Institute of Scrap Recyclinf> 
Industries, Inc. 

November 3, 1997 



BEFORE THE ' ^ T ^ r T ^ 
SURFACE TRAN r. PORT ATION BOARD 

f 
Finance Docket No. 33388 ! '^'^^ 

_ f̂>1̂ ,̂  
Sin 

CSX CORPORATION AND CSX TRANSPORTATION, INC. 
NORFOLK SOUTHERN CORPORATION AND 
NOR-HOLK SOUTHERN RAILWAY COMPANY 

— CONTROL AND OPERATING LEASES/AGREEMENTS — 

CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

ERRATA TO 

COMMENTS AND 
REQUEST FOR CONDITIONS 

submitted on behalf of 

INSTITUTE OF SCRAP RECYCLING INDUSTRIES, INC. 

The Institute of Scrap Recycling Industries, Inc. ("ISRI") hereby submits 

this Errata to the "Comments and Request for Conditions submitted on behalf of 

Institute of Scrap Recycling Industries. Inc." (lSRI-6), filed on October 21, 1997 in 

the above-captioned proceeding. ISRI submits the following errata: 

(1) On page 17 of the Comments, Lines 25-26, .strike "Two of Royal 

Green's largest customer destinations are tbe NorthStar steel mills located in 

Youngstown and Canton. Ohio." and replace with "Two of Royal Green's 

customer destinations are in Youngstown and Canton. Ohio." 



(2) On page 3 of the Verified Statement of Jonathan Simon, Lines 5-7, 

strike "Compounding this injury is the fact that Royal Green's competitors in these 

shared asset areas Vv'ill have single-line hauls to Royal Green's two larcest rail 

customers: NorthStar's Youngstown and Canton, Ohio nulls." and replace with 

"Compounding this injury is the fact tliat Royal Green's competitors in these 

shared asset areas will have single-line hauls to two of Royal Green'i; ci'stomers in 

Youngstown and Canton. Ohio." 

(3) On page 4 of the Verified Statement of Jonathan Simon. Lines 6-7. 

Strike "We own our own.' and replace with "In addition, we operate a." The 

sentence should read as follows: "In addition, we operate a fleet of 72 rail cars, 

which we use in conjunction w ith Conrail cars, to transport scrap." 

Respectfully submitted. 

John K. Masir III 
Jeffrey O. Moreno 
DONELAN, CLEARY, WOOD & MASER, P.C. 
1100 New York Avenue, N.W. 
Suite 750 
Washington. D.C. 20005-3934 
(202) 371-9500 

Attorneys for Institute of Scrap Recydinp 
Industries, Inc. 

November 3, 1997 



CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing ERRATA TO COMMENTS AND 

REQUEST FOR CONDITIONS OF IN.STITUTE OF SC RAP RECYCLING INDUSTRIES, 

INC. has been served by first class mail, postage prepaid, on all parties of record in 

this proceeding this 3rd day of November. 19'^'' 

Aimee L. DePew 
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347 Madison Avenue 
New Yotk, NY 10017-3739 
212 340 3(X)0 

Donald N Nelson 
President . 

3 iVIetro-North Railroad 

October 22, 1997 

ENTERED 
Otfic« of fhe Secretary 

OCT29t997 

m P a n of 
Publ ic Record 

Honorable Vernon A. Williams 
Secretary-
Case Control Branch 
ATTN: STB Finance Docket No, 
Surface T r a n s p o r t a t i o n Board 
1925 K S t r e e t , N.W. 
Washington, DC 20423-0001 

33388 

Re F i nance Docket No. 33338 CSX Corporation and CSX 
T r a n s p o r t a t i o n , Inc., N o r f o l k Southern Corporation and 
N o r f o l k Southern Railway Company -- Control and Operating 
Leases/Agreements -- C o n r a i l , Inc. and Consolidated R a i l 
Corporation 

Dear Secretary W i l l i a m s : 

Pursuant t o Decision No. 43 i n the above - referenced 
proceeding, enclosed please f i n d the o r i g i n a l and t e n copies 
of the C e r t i f i c a t e of Service of Metro-North Commuter R a i l r o a d 
Company f o r f i l i n g i n t h i s matter. 

The o n l y document we had f i l e d w i t h your Board p r i o r t o 
Decision No. 43 which p o s s i b l y could be c h a r a c t e r i z e a as a 
"pleading" was our Notice of I n t e n t t o P a r t i c i p a t e dated 
J u l y 30, 1997. To the extent t h i s docum.ent should have been 
served on the a d d i t i o n a l p a r t i e s w i t h i n 5 days of October 7, 
1997, we apologize. Copies of t h a t Notice now have been sent 
t o the a d d i t i o n a l p a r t i e s . 

F i n a l l y , please note t h a t we d i d not apply a d e s i g n a t i o n t o 
our J u l y 30, 1997 Notice of I n t e n t t o P a r t i c i p a t e . W-̂  assume 
t h a t d u r i n g the course of events the Board designated i t as 
"MNCR-1" since we had selected "MNCR" as our acronym. Our 
subsequent f i l i n g has been designated "MNCR-2" and has been 
served on a l l p a r t i e s of record, i n c l u d i n g those newly added 
by Decision No. 43. 



Honorable Vernon A. W i l l i a m s 
Page 2 
October 22, 1997 

Thank your f o r your courtesy i n t h i s matter. Please c a l l me 
i f t h ere i s any question whatsoever. 

R e s p e c t f u l l y submitted, e s p e c t r u i i y suomittea, 

Walter E. Z u l l i g , J r . 
Special Counsel 
(212) 340-2027 

t62698/WEZI /67 



34/' M.iilisoii Aveiiuo 
New York, NY 10017-3739 
?1? 340 3000 

(Jor.iild N N(.'!son 
President 

Metro-North Railroad 

October 22, 1997 

TO: ALL PAP.TIES OF RECORD ADDED BY STB DECISION NO. 4 3 

Re: Surface T r a n s p o r t a t i o n Board Finance Docket No. 33388 

Dear Party of Record: 

Your name was added t o the o f f i c i a l s e r v i c e l i s t by Decision 
No. 43, served on October 7, 1997. That Decision a l s o 
r e q u i r e d a l l P a r t i e s of Record who had f i l e d pleadings i n the 
proceeding t o serve a copy c f th- se pleadings on the new 
P a r t i e s of Record. 

The o n l y document we p r e v i o u s l y had f i l e d which c o u l d be 
c h a r a c t e r i z e d as a "pleading" was our J u l y 30, 1997 n o t i c e of 
i n t e n t t o p a r t i c i p a t e i n the proceeding. A copy of t h a t 
document i s enclosed. 

Our Comments and Request f o r Conditions [MNCR-2] were served 
upon you and a l l other p a r t i e s of record on October 20, 1997. 

Si n c e r e l y yours, 

Walter E. Z u l l i g , J r . 
Special Counsel 
(212) 340-2027 

I62S9e/WEZl/6S 

CC: Honorable Vernon A. Williams 
Secretary, Surface T r a n s p o r t a t i o n Board 

MI'' .Vli.'tr" fj.'.v y.iih 



fJow York, NY tC>)I, 
21.'' 340 3000 

, i / : ! ' 

Metro-North Railroad 

J u l y 30, 1997 

Surface T r a n s p o r t a t i o n Board 
O f f i c e of the Secretary 
1925 K Street N.W. 
Washington, D.C. 20423-0001 

RE: Finance Docket No. 33388--CSX Corporation and 
CSX T r a n s p o r t a t i o n Inc., No r f o l k Southern 
Corporation and N o r f o l k Southern Railway Company 
--Control and Operating Leases/Agreements--Conrail, 
Inc. and Consolidated R a i l Corporation 

Dear Secretary W i l l i a m s : 

By t h i s l e t t e r , Metro-North Commuter R a i l r o a d Company ("MNCR") 
submits n o t i c e t o the Surface T r a n s p o r t a t i o n Board of i t s 
i n t e n t to p a r t i c i p a t e i n the above-captioned proceeding. 

MNCR i s a p u b l i c b e n e f i t c o r p o r a t i o n of the .State of New York 
which provides commuter r a i l r o a d passenger t r a n s p o r t a t i o n over 
several r a i l r o a d l i n e s which r a d i a t e out of Gr,.nd Central 
Terminal i n New York C i t y . Under the proposal submitted by 
CSX and N o r f o l k Southern ("NS") i n the i n s t a n t case, CSX w i l l 
operate f r e i g n t t r a i n s e r v i c e over p o r t i o n s of th r e e of MNCR's 
l i n e s . Likewise, NS w i l l operate f r e i g h t t r a i n s e r v i c e over 
a f o u r t h l i n e over which commuter r a i l r o a d passenger s e r v i c e 
i s operated by NJ T r a n s i t R a i l Operation.'^. i n c . , under a 
ser v i c e c o n t r a c t w i t h MNCR. 

MNCR hereby request:- t h a t i t be made a p a r t y t o t h i s 
proceeding, t h a t i t be added to the a p p r o p r i a t e s e r v i c e l i s t s , 
and t h a t the Board f u r n i s h i t w i t h a l l r e l e v a n t n o t i c e s 
h e r e a f t e r . Ccrrespondence should be sent as f o l l o w s : 

Walter E. Z u l l i g J r . , Esq., Special Counsel 
Metro-North Commuter R a i l r o a d Company 
347 Madison Avenue (19th Floor) 
New York, NY 100-7 

Thank you Cor your courtesy i n t h i s matter. 

R e s p e c t t u l l y submitted, 

Walter E. Z u l l i g J r . 
Special Counsel 

M I A M o l ' i i U . l i M , ' t l i ' o . l i l r. , l n , l i | 0 . n : v () l H i . ' Mt, ' l i ( ) |Kl l .1.111 t ' . 4 - S l K M l i l l i O ' l A . j i r n V i l y S t - I ' i " . ' I N i ' A Vi i ik 

( V iU) I r m i . s . l , 1, • I r i i i . i i ' 



CERTIFICATE OF SERVICE 

I hereby c e r u i f y t h a t on t h i s 22nd day of October, 1997, a 

copy of a l l f i l i n g s i n Finance Docket No. 33388 submitted by Metro-

North Commuter Railr o a d Company p r i o r t o the s e r v i c e date of Board 

Decision No. 43 was served, by F i r s t Class U.S. m a i l , postage 

p r e p a i d , upon the persons added t o the s e r v i c e l i s t pur'uant t o 

Decision No. 43 

WALTER E. ZULLIG, JR 
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WASHINGTON 
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(202) 986 80S0 
E-Mail Address: rrifmcbnd@llgm.com 

X 
LO'S A N G E L E S 

N E W A R K 

P I T T S B U R G H 

P O R T L A N D OR 

SALT LAKE CITV 

S A N F R A N C I S C O 

B R U S S E L S 

M O S C O W 

ALMATV 

L O N D O N 
I A L O N D O N B A S r o 

• N A I i C N A t P A « T N € B S M O 

October 23, 1997 

VIA HAND DELIVERY 

Mr. Vernon A. Williams. Secretary 
Surface Transportation Board 
1925 K Street. .N.W.. Seventh Floor 
Washingion. DC 20423-0001 

Re: CSX Corporation/Noifolk Southern Coip. -- Control and 
Leases/Agreement - Conrail: Finance Docket No. 333bi 

Dear Secretary Williams; 

It has been brought to my atf^ntion that there is a minor transcription error in 
Appendix A to Exhibit 1 (the Verified Statement of Drs. Kahn and Durbar) to the "Joint 
Comments. Evidence, and Request for Conditions of Atlantic City Electric Company and 
Indianapolis Power & Light Company"(ACE-.et al.-18) In the third line of (unnumbered) page 
1 of Appendix A, the words "Carrier 2 owns the BC route" should have read "Carrier 2 owns 
the other AB ro.ite." 

^MuAy!.\\\i^Ljtj\ iiiiji I'lnf^usion. 

OCT 2 1W 
Part ot 
Public Piacoio 

Very truly yours, 

Michael F. McBride 

Attorney for Atlantic City Electric Company and 
lndi.inapolis Power & Light Companv 

cc: All Parvus on Service List 
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T H U M A H M A 1 ' < B I N C I 

I J O r F K A N I Y 

JOH.N D H j c r r N E R 

K E I T H U O ' B K I S N 

BRYCS K X A . J K 

B K I A N L . TUOLANO 

ROBEKT A WncBIaH 

L.AW O m c E s 

R L A . C R O S S & A U C H I N C L O S S 
S U I T E 4 2 0 

1 9 2 0 N S T R E K T N W . 

W A S H I T OTON. D . C. 2 0 0 3 6 

(202) 785-3700 

FACSIMU.E: (S02> 659-4934 

ORIGINAL 

October ?. 1997 

Mr. Vernon A. Williams 
Secretary j 
Surface Transportation loarc 
1925 K Street, N. W. 
Washington, DC 204.̂ .3 

T N I fcF^tlP l l 
Otitoo o: tfie Secretary 1 

OCT 2 ft m? 

I I 1 Pan of 
L 5 j Public Recotd { 

Re: Opposition, Comments and Request for 
Protective Conditions of the Ohio 
Attorney r neral, Ohio Rail Development 
Commissioi. ind Public U t i l i t i e s 
Commission r f Ohio 

Finance Docket No. 33388 

Dear Mr. Williams: 

I t has been discovered that the f u l l text of the 
Verified Statement of Wesley W. Wilson attached as Lxhibit 2 to 
the Opposition, Comments and Request for Protective Conditions 
f i l e d on behalf of the State of Ohio was not f u l l y reproduced 
during the printing process. We are enclosing an original and 25 
copies of Dr. Wilson's f u l l statement together with exhibits as 
i t was intended to be f i l e d . 

Please also note that the cover page has been corrected 
to properly delineate participating parties and counsel. 
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I INTRODUCTION 

l.A. Witness Backj^round and Qualification 

My name is Wesley W. Wilson. 1 am an Associate Professor of Economics at the 

University of Oregon. Prior to coming to Oregon in the fall of 1989. I was an .Assistant 

Professor of Agricultural Economics at Washington State University (1986-1989). In 

addition to these positions, 1 also held a research assistant/associate position with the Upper 

(ireai Plains Transportation Institute (1980-1981) wi.h which 1 continue to maintain an 

mtoniial at filiation and for which 1 have been a consultant on railroad-related matters on 

several different occasions. In total, I have 17 years of professional research experience. 

The primary focus of iny research throughout those 17 years has been on the analysis of 

regulatory and pricing issues in transportation economics. 

I received my Ph.D. (1986) and my Master s (1984) degrees in economics from 

Washington State University, and my Bachelor's (1980) degree in economics and accounting 

trom the I'niversity of North Dakota. In my Ph.D. course-work. I specialized in 



econometrics and industrial economics. My re.search then and now applies theory and 

econometrics, primarily to transportation issues. My dissertation, "Transport Market anu 

l irm Behavior: The Backhaul Problem", focused on network pricing, regulation and 

unbalanced traffic flows. I have over 60 papers that have been published with 25 of these in 

referenced journals. This research has been presented on approximately 50 diffe.ent 

<Kcasions. fhe bulk of the research conducted and presented has been in the area of 

transportation economics. (My vita is provided herein as Exhibit A.) 

While working on my Bachelor's degree at the University of North Dakota. I 

developed an interest in transportation economics. After receiving my degree, I accepted an 

offer trom the Upper Great Plains Transportation Institute at North Dakota State University. 

.\t the UGPTI. I developed my own research program to study the efficiency and partial 

deregulation of transportation markets with a focus on the movement of North Dakota's 

agricultural products to market. My interest and commitment to research ir transportation 

continued while a graduate student at Washington State University and as a faculty member 

at both Washington State University and at the University of Oregon. 

In addition to the positions above, I also have served in a variety of other posuions. 

1 or the Transportation Research Forum, I have served as President. Executive Vice-

President, Vice-President for Membership and Council member for the Agricultural Chapter. 

I currently serve as a board member for the Pacific Northwest Regional Economic 

Conference. I have served as a council member for the Citizen s Advisory Transit 

Commission. 

At the University of Oregon, I teach or have taught graduate and undergraduate 

courses in industrial economics, Ph.D. core theory, and graduate and undergraduate courses 

m econometrics. At Washington State. I have taught or been involved in teaching Principles 

of Microeconomics, Microeconomic Theory for MBA students. Introductory Agricultural 

.Marketing, and short courses in energy and transportation economics. And. I have won both 

departmental and uni\ersity teaching awards for my success in teaching. 

In addition to my research, teaching and professional background I also have 

consulting experience on pricing, mergers, productivity, and the effects of deregulation in 

railroad markets. While I did not submit testimony in recent merger cases, I icnducted 



analyses for the BN-SF and UP-SP merger as a consultant for the U.S. Department of Justice 

and the California Attorney General's office. In addition, I am currently involved in 

assessing reregulation in Canadian rail markets 

In this proceeding. I have been asked by the Ohio Attorney General's Office to assess 

the competitive impact on rail transportation of the proposed acquisition of Conrail (CR) by 

CSXl and Norfolk Southern (NS). In preparing my testimony, I have used information 

taken from the Application, prepared testimonials, the confidential waybill sample, direct 

contact with shippers and railroads, and a wide variety of public and private sources. All 

conclusions and opinions expressed in this statement are my own. They have not been 

produced by or tor tne University of Oregon and I am not representing the University of 

Oregon ii. my capacity as an expert :n this matter. 

I.B. Organization and Summar\ of Findings 

There are several competitive issues of paramount importance to Ohio. First, there is 

a perceived overall threat to competition, owing to the reduction of Class I carriers that will 

operate w ithii the state if the transaction is approved. This general concern is bolstered by 

a number of specific instances in which individual shippers will see the number of available 

Class I railroads fall from two to one. There are also situations in which shippers and 

receivers will lose access to the currently available single-line service and will, instead, face 

routi igs that necessitate interchange. Finally, the long-run viability ot competing railroads, 

particularly the Wheeling and Lake Erie (W&LE). that are non-parties to the transaction is 

questionable. In some cases, CSXT, CR. and NS have, themselves, proposed remedies 

designed to maigate potential anti-competitive effects. In other instances, such remedies, 

while not vet proposed, are nonetheless available. Finally, in a few specific situations, the 

proposed transaction will iikely result in either reduced competition or lost efficiencies for 

v\hich no immediate cure is evident. 

In the remainder of this statement, I will discuss both the general and specific 

competitive concerns that I have identified in relation to the proposed transaction and offer 

policy recommendations where appropriate. The balance of my remarks are organized as 

follows: In Section 11,1 briefly discuss transportation markets, the pricing of transportation 



serv ices, and the potential competitive impacts of any proposed transaction that reduces t.he 

number of rail service providers within a region. In Section III. I offer the necessary 

description of Ohio's railroad networks, both pre- and post- transaction, as well as a 

description of the rail traffic flows currently observed over the.se networks. In Section IV. I 

discuss a number of specific transaction-related competitive concerns and suggested remedies 

that h;!ve arisen in response to the proposed transaction. Finally, in Sef̂ finn V, I provide 

con luding remarks. 

II. RAIL COMPETITION, PRICING, AND 

THE PROPOSED TRANSACTION 

The testimony of CSXT ana .NJS witnesses validates the typical treatment of rail 

transportation providers as profit-maximizing sellers.' However, so long as existing 

economic conditions provide effective competition in rail-served markets, profit-maximizing 

tirm behavior is perfectly consisteni with desirabic and efficient economic outcomes. If, 

however, market conditions seriously inhibit the functioning of competitive forces, these 

limitations, combined with carrier desires for econoTiic profits, can significantly elevate 

prices to supra-competitive levels, reduce the volume of transacted services, and distort the 

usage of valuable resources. Consequently, the desirability of any merger or like transaction 

depends on whether it enhances competition by increasing the number of alternatives 

available to shippers or v hether it, instead, dampens rivalries, reduces available options, and 

expands the degree of market power available to transportation providers. 

The standard Williamson model" examines the welfare effects of a merger by 

considering the benefits of a merger (e.g., improved efficiency) against the costs of a merger 

(e.g.. deadweight loss from iiicrea.sed market power) in a specific market. In this specific 

Ih then respective ii.-pi)sitioiis, Raymond Sharp (CSXT) and John Fox (NS) refer to "ehargiiii! the liiyhest 
rate possible witiiout losiiii.' the busiiies.s." See Deposition of Raymond L . Sharp, p. 44, STB Finaiiee Ducket 
.13888. .AuL-us; 21. 1097 and Deposition ot John W. Fox. p. 11)0, STB Finance Docket 33888. .August 25. 1997 

Williarn.son. O.E.. "Economies as an .Antitrust Defen.se: Tlie Welfare Tradeot't's," .American Eamoniu s 
Rciu'w. Vol. .S8 (March, 1968), pp. 18-36. 



instance, because of the network characteristics of the State and because of the number of 

separate markets in the State, there are a nurnber of instances wherein market power may 

increase from the merger (two to one issues) as well as instances in which costs increase 

from the merger (single-line to multip!" line issues). 

Making this determination is sometimes tedious, even when the number of affected 

markets is small. However, evaluating the consequences of the current proposal is made 

even more difficult by the fact that railroads, like other producers of transportation, operate 

over complex networks. The parties to the proposed transaction therefore, sei! their services 

m thousands of individual markets that are defined by both the geography of the 

transportation networks and the characteristics of the shipped commodities. Thus, evaluating 

the impacts of the proposed transaction often requires that network operations be considered 

separately and that individual markets be made the analytical focus whenever competitive 

concerns are voiced. At the same time, however, it is necessary to be ever-mindful that the 

network nature of production links these individual markets and that impacts in one market 

can easily spill over into markets that are related either by geography or commodity 

characteristics. 

Where a transaction-related anti-competitive concern is identified, the lirs: step toward 

verifying its merit is the proper definition of the full range of substitutes available within the 

market in question. Railroads compete with other modes of transportation as well as with 

each other in most settings. Thus, the appropriate set of available alternatives that defines a 

particular market may include railroads, moto'- carriers, barge or pipeline operators, or any 

of these modes in combination. It is also possible that origin shippers may have access to 

alternative destination markets or that destination receivers can obtain substitute inputs from 

i>thcr supply sources, so that both product and geographic substitutions may add to the range 

of available transport c'.ernatives. In the final analysis, a post-transaction paucity of rail 

competitors may reflect a signiflcant lack of transportation competition. Alternatively, it 

may have less competitive relevance if there are feasible non-rail alternatives.' 

One caveat is necessary here. Pricing of a traaspon option may make two alternatives appear to tie 
substitutes when tliev would not be if hotli were competitively priced. For example, trucking may appear '.o be a 
L'ood substitute tor rail service in a panicular market oniy when the rail carrier in question is charging a monopoly 



It is also important to gauge the possibility of firm entry in response to any attempt to 

extract noncompetitive profits. In the case of rail, pipeline, or barge, the probability of 

extensive new facilities construction is markedly diminished by the large and largely sunk 

nature of such investments However, to the extent that motor carriage is an appropriate 

alternative, entry by trucking firms in response to perceived profit opportunities is a virtual 

certainty. 

Finally, the level of effective competition in a transportation (or any other) market is 

also a function of the demand conditions evident in that market. In cases wh re existing 

customers possess both the willingness and ability to switch providers and/or when new 

customers are being regularly added to the market, available market alternatives can be an 

extremely effective means of curbing noncompetitive pricing behavior. Conversely, 

customer loyalty, switching costs, or sluggish market growth can diminish the impacts (and. 

ultimately, the sustainability) of a large number of supply alternatives. 

While the proposed transaction promises to increase the number of transportation 

alternatives in some regions of the country, this is not generally the case in Ohio. As will be 

discussed below, the proposed transaction generally points to the status quo or to a reduction 

m the number of railroads serving specific markets. Moreover, at least one regional carrier, 

the W&LE has indicated that the proposed transaction will threaten its financial viability, so 

that competitive concerns, evident today, could be further exacerbated by the subsequent 

elimination of currently available railroad service. Finally, in certain instances, the division 

of Conrail trackage will generate inefficiencies by imposing the need for interchange vvhere 

that need does not currently exist. Given the possibility of these undesirable outcomes, it is 

incumbent on Ohio's policy-makers to ensure: (I) that there are sufficient competitive 

alternatives available to Ohio's shippers where the immediate effects of the proposed 

iransaction would be to reduce the number of available rail carriers; (2) that non-participating 

rail carriers, such as the W&LE are not unnecessarily or unfairly disadvantaged by the 

transaction: and (3) tliat the effects of anv inefficiencies attributable to the need for additional 

price. Whereas, uompetitiv ely priced railroad service would render that mode entirely dominant. See. Wesley W. 
Wilson, "Legislated Market Domiiuiite", Research in Tran îporution Economics. Vol. 4. (1996) pp. 49-67. 



interchange are effectively mitigated so that no Ohio shipper is harmed by the transaction's 

division of Conrail routes. 

III. OHIO'S RAIL NETWORK, THE TRANSACTION AND CURRENT 

NETWORK FLOWS 

Ohio rail markets are clearly dominated by Conrail, Norfolk Southern, and CSXT -

the three parties to the proposed transaction. Together, these carriers control approximately 

85% of the roughly 150 million tons of annual inbound and outbound railroad traffic, while 

the remaining traffic is divided between two regional Class II railroads (W&LE and BLE) 

and a Canadian-owned Class I (the GTW). In Ohio. Conraii's dominant share will be 

divided between its two lesser rivals. As noted above, however, competitive concerns arise 

from specific market circumstances that may be partially or entirely obscured by aggregate 

state-wide or even county-level representations. 

The remainder of this section provides a variety of statistics that, together, 

characterize overall railroad operations in Ohio. This general portrayal provides a necessary 

backdrop for further discussions. It is. however, the details of specific market interactions 

ihai provide the sources for the competitive issues described in Section IV. 

III. A. The Current Nenvork. Nenvork Flows, and Iransaction hnpacts 

Figure 1 provides a graphical representation of CR, CSXT. and NS trackage in Ohio. 

Ciinrail, Ohio's largest rail carrier, operates trackage that forms an "X" centered roughly 

m the Columbus area. Within this X. operations are heavily concentrated in the north and 

northeastern portions of the state. CSXT's network also runs through much of Ohio and 

lends to be concentrated in roughly the same areas as that of Conrail (although less densely), 

as well as around the Cincinnaii area. NS's netwcrk in Ohio is smaller and less dense than 

that of either Conrail or CSXT. It runs across ths north and also operates corridors running 

though Columbus and Cincinnati. The proposed post-transaction network is portrayed in 
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Figure 2. CSX and NS vvould provide service over roughly the same network as CS.X, NS, 

and CR currently serve. CSX would maintain its areas of concentration in the north and 

northeast, but also increase the size and breadth of its network in the west, while NS is 

slated to acquire much of the Conrail operations in the northeast portion of the state. 

Aggregate 1995 originating and terminating Ohio rail trafTic is summarized in Tables 

1 and 2. Roughly 7.5% < 145 million tons) of all U.S. rail tonnage either originated and/or 

terminated within Ohio's borders during that year. This traffic was dominated by coal and 

iron ore movements to and from Lake Erie harbors, utility coal deliveries, a wide variety of 

primary metal product shipments and a significant volume of outbound transportation 

e(|uipmeiit. These general patterns are reinforced by the county-level data providec in Table 

3. Clearly, there is a concentration of traffic to and from the Lake Erie region, with the 

largest overall flows to and from Lucas. Cuyahoga, and Ashtabula counties. Together, these 

three counties account for nearly one-third of all Ohio trafflc. More broadly, twelve of the 

25 busiest counties (in terms of rail activity) â e on Lake Erie or are contiguous to a county 

that IS on the Lake and only one county with Lake frontage (Ottawa) is not among this top 

25. 

In 1995. Toledo and the surrounding area in Lucas County received nearly eight 

million tons of inbound coal. It also received nearly one-half million tons of primary metal 

products and over 370,000 tons of automobiles (roughly 17,000 rail car loads). Outbound 

traffic included over four million tons of iron ore, neariy two million tons of coal, nearly 

half a million tons (nearly 25.0(X) carloads) of automobiles, as well as like volumes of wheat, 

metal scrap, and flour and other milling products. Ashtabula and Cuyahoga Counties though 

only a few dozen miles apart, provide considerable contrast tu one another in terms of rail 

traffic composition. Ports at .Ashtabula and Conneaut are dominated by movements of iron 

ore (pellets) from and coal movements to Great Lakes vessels. On the other hand. 

Cuyahoga County displayed tremendous diversity in the range of both inbound and 

originating rail-shipped commodities. In total. 74 different (4-Digit STCC) rail-shipped 

commodities either originated or terminated in the Cleveland area during 1995. 

Apart from the Lake Erie region, the most active area in terms of originating and 

terminating rail traffic was the area around and to the north of Cincinnati. Hamilton and 



Butler Counties together originated or terminated nearly 19 million tons of rail traffic in 

!995. Montgomery County added another 1.7 million tons to the area's traffic total. As in 

Cleveland, the diversity and relatively low volumes of individual commodities points to a 

pattern of general commerce and manufacturing rather than the transloading of raw materials 

that IS ev ident at other Ohio locations.̂  

III. B. Railroads Providing Serxice and Market Shares 

Tables 4 and 5 report 1995 originating and terminating Ohio tonnages and car 

loadings by railroad. From these data it is clear the CR. CSXT. and NS dominate state-wide 

railroad activity, together accounting for between 84% and 85% of all inbound and outboutid 

traffic. The remaining traft'ic was largely originated and/or terminated by the Wheeling & 

Lake Erie (W&LE), Bessemer & Lake Erie (BLE), and the Grand Trunk Western (GTW). 

lUiwcvcr. as with traffic flows, individual railroad operations and dominance are extremely 

localized, so that state-w ide aggregations can obscure the true magnitude of concentration in 

some markets. 

In the Toledo area. CSXT carried the largest volume of 1995 traffic, hauling more 

than 10 million tons of coal and iron ore. Norfolk Southern s traffic totaled more than five 

million tons and included more than twice as much terminating traffic as originating traffic. 

Conrail was third in the area with roughly two million tons of inbound and outbound traffic 

and finally, the Canadian Nation's Grand Trunk Western originated and terminated a little 

over one million tons of Toledo area traffic. It should be noted that while all three 

transaction participants currently have a significant presence in Toledo and Lucas County, 

traffic into and from the area is highly segregated. CS.XT handles coal and ore, Conrail 

' Belmitiit. Harrison, and Jefferson Counties in east-central Ohio also originated and teniiiiiatcd a sigiiititant 
volume of rail traffic in I99.S. In Belmont county, both inbound and outbound coal dominated rail traft'ic. Traffic 
to and tr.Mii Jefferson County was reflective of steel-making activity in the area. Other areas within Ohio that had 
significant volumes of rail traft'ic in 1995 include FrankJin County (both inbound and outbound intermodal and 
iiiaimtactured commodities). Scioto County nmtbound coal). Wyandot County (outbound stone). Allen County 
(outbound grain and chemicals both inbound and outtxmnd). and Washington County (inbound coal and outbound 
chemicals). 
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serves many chemical shippers and NS serves the balance of the chemical shippers and 

provides the bulk of all grain transport. 

In the Cleveland area and in Ashtabula County, Conrail is clearly the dominant 

carrier based on 1995 trafflc flows. It handled 6.8 million tons of traftic to and from 

Cuyahoga County, while the carrier with the second largest presence, CSXT originated and 

terminated 3.3 million tons. NS moved roughly one and one-half million tons of trafflc tc or 

from the County and regional carrier Wheeling & Lake Erie supplied transport for something 

less than one million tons. At Ashtabula, Conrail delivered or received 8.8 million tons of 

rail trafflc, primarily to and from the Lake Erie docks at that location.- During the same 

time period, regional carrier Bessemer & Lake Erie moved originated or terminated 5.3 

million tons of rail trafflc to or from Conneaut. 

In the pre-transaction Cincinnati area, CSXT is the dominant carrier, handling nearly 

70% of the more tlian 18 million tons of railroad traffic originated and terminated in 

Hamilton a;iu B' 'r Counties in 1995. This is particularly true in Butler County where 

CSXT s 1995 market share was nearly 90 percent. In Hamilton County, market shares are 

somewhat less severe with CSXT originating or terminating 50 percent of all rail traffic. 

NS maintained a 2>., percent market share, while the remaining 22 percent or rail traffic was 

divided more or less evenly between Conrail and the Central Railroad Company of Indiana 

(CIND). 

Table 6 provides traffic share data for the 41 Ohio counties that originated and/or 

terminated more than 500.000 tons of railroad trafflc in 1995. In addition to 'he areas 

already discussed, these data provide some rough measure of the amount of pr.vtransaction 

rail-on-raii competition. In more than 80 percent of these counties, the most prevalent rail 

carrier originates and/or terminates more than 50 percent of the county's total tra.'fic. In 21 

percent of these counties the more prevalent railroad controls 95 percent or more of all 

trafflc. When this information is combined with the very real fact that an operational 

presence w nhin a county by no means guarantees that the railroad in question can serve a 

' A relatively small portion of this tonnage also reflects coal movements tu the Centerior generating tacility 
at Asluabula. 
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particular shipper, the fragile nature of prc-transaction rail-to-rail competition in Ohio 

becomes verv evident. 

IV. SPECIFIC COMPETITIVE CONCERNS 

The previous section provided a summary of trafflc flows, pre- and post- transaction 

over the rail networks of NS, CSXT, and Conrail. The market is heavily concentrated 

among these railroads and the Application points to further concentration in Ohio at both a 

state and a county level. Again, 'lowever, these aggregations can partially obscure the 

seventy of potentially anti-competitive outcomes. In this section. I focus on some of the 

specific competitive issues associated with the Application. These fall into three general 

categories - the effects of the transaction on captive shippers, the plight of short-line and 

regional railroads, and the transition of some current single line movements to multiple line 

movements." 

IV. A. Captive Shippers 

Captive shippers are shippers without any economically feasible transportaiion 

alternatives to the railroad services provided by a monopoly rail carrier. Even when there 

are as few as two options available, shippers are assumed to have some opportunity to 

promote and play upon the rivalry that exists between providers. The shipper with only one 

alternative, however, is viewed as particularly vulnerable. Thus, while locations where the 

number of available carriers will fall from three to two will face less competition, economists 

and policy-makers have 'jeen quick to focus on those instances in which the transaction 

The enumeration of these concerns is. by no means comprehensive. Some parties that anticipated negative 
ir.iiisaction-related impacts elected to negotiate mitigating or compeasatory a. rangements directly witJi NS or CSXT 
Other aggrieved parties are panicipaiing directly in this priKeeding. without seeking to coordinate their efforts widi 

those of the Ohio .Attorney General. The specific iiLstances cited here, dierefore, reflect only a subset of the 
negative competitive outcomes which may hc a.ssociated with tlie proposed transaction. 
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would reduce the number of available rail carriers from two to one (2 to 1).'' There are also 

potential 3 to 1 locations. Speciflcally, the transaction threatens tiie solvency of the short-

line railroads (W&LE and BLE). Should the Application result in the loss of service from 

the short-lmes, these locations (or locations with these characteristics) would see a reduction 

of service. 

In Ohio, there are some specific veriflable 2 to 1 markets that have generated 

considerable interest." The greatest concerns include Ford and Ford/Nissan production 

lacilities at Avon Lake and Fairlane, the dock facilities at Ashtabula, and the coal and ore 

facilities in Toledo. The participants propose to mitigate competitive damage only in Avon 

Lake. Fairlane and Ashtabula through the extension of trackage rights and shared facilities. 

The NS will have rights over CSXT in order to reach the two Ford facilities and 

CSXT w ill have irackage rights into the dock facilities at Ashtabula. Moreover, CSXT will 

also have the use of 42% of the ground storage and other facilities at Ashtabula under 

conditions of a shared facility agreement between the two surviving carriers. 

The coal and ore facilities at Toledo are currently leased by CSXT. Additionally. 

Conrai! has trackage rights into these facilities. Post-transaction, CSXT will be the only 

Class 1 railroad to serve these facilities. As noted above, the vast majority of coal and iron 

ore moving over Toledo is transported by CSXT.** Nonetheless, Lucas County Port 

The efficacy of two rail carriers and the detrimental impacts of a single serving railroad both depend on 
the availability of alurnative rail carriage to or from geographically distinct markeus, the availability of non-rail 
transportation substitutes, and the ability of producers to substitute products tor which there are competitive 
traiLsportation alternatives available. Nonetheless. 2 to 1 markets do provide easily of identifiable evidence of 
iiutcomes that cannot possibly benefit the competitive prcKess. 

" The 2 to I representations ha.sed on the analysis of waybill statistics are subject to modest qualifications. 
1 irsi. Class Ul railroads do not face reponing requirements, sit tiiat the competitive influence of short-line operations 
is absent in these measures of increa.sed concentration. Second, because waybill records only represent a sample 
trom a much greater population of movements, it is also possible that a Class I carrier that actually origiiuied or 
teniiiiuied a small amount of traffic at a panicular location would not be reflected as having done so. Finally, a 
carrier with access to a location tliat did not exercise those rights would not be reflected wiihin the waybill data. 
It is possible, however. Iv̂ r that railroad to have exercised a competitive influence over rates. While these caveats 
uggest some amount of cautiitn is advisable, they do not seriously inhibit the use of the waybill statistics for 

analytical purposes. 

' Anecdotal infonnation. indicates tliat there were Conrail coal movements in July of 1977. See Coal 
Trdiisporuition Report. Fieldston Puhlicatioas, September 8, 1997, p. 5. 
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Authority officials indicated during an informal interview that Conraii's mere abilin to move 

coal from the docks at Toledo has worked to discipline CSXT pricing practices. These 

offlcials further indicated that unless Conraii's competitive influence is replaced, the port will 

be hurt. 

While I am generally supportive of trackage rights as a mitigating strategy, there are 

three speciflc conditions that are necessary if alternative carrier access through trackage 

rights is to provide additional competitive discipline to a speciflc transportation market. 

Ihese are: (1) full access to customers, not simply terminal access; (2) service parity 

between the incumbent and the alternative carrier; and (3) trackage rights prices that reflect 

competitively incurred costs. 

In the cases of Ford at Avon Lake and Fairlane, NS is to receive direct access to the 

customers, so that the flrst of the conditions enumerated above will be met. The large 

volume of automobiles shipped by Ford each year and the magnitude of the revenues suggest 

that these shippers may be able to use their bargaining power to mitigate market power 

concerns.'" There are. however, other locations, where the effectiveness of trackage rights in 

mitigating market power is far less certain. 

in establishing trackage rights prices, switching and line-haul rates must be based on 

competitively incurred costs if these rights are to facilitate meaningful rail-to-rail 

competition. Alternatively. NS must be given direct access to CSXT customers. The flied 

materials provide no indication of the levels at which switching charges will be set. 

However, historical industry practices in this area have typically resulted in switching costs 

that bear little if any relationship to efficiently incurred costs. The same issue arises with 

respect to the line-haul rate that alternative carriers will pay to incumbents for trackage 

rights. The standard transaction trackage rights agreement proposed by the applicants, has 

the alternative carrier compensating the incumbent at a rate of SO.29 per car-mile. This rate 

IS tied to an index of railroad costs (excluding fuel costs), so that it may escalate 

automatically as railroad costs increase. Once again, if trackage rights are to enable effective 

" Ford IS, in fact, Nortolk Southern s largest single customer. See "Hot Times on Norfolk Southern s 
Nickel Plate Line", Train.s. August 1997, pp. 39-4° 
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competition, ihey must be extended at prices that mirror competitively incurred costs. 

Trafflc rights are indeed an effective constraint on market power, but only if competitive 

parin is established. The parties • •< the proposed transaction have not demonstrated that this 

is the case. Before policy-makers are to rely on trackage rights as a competitive remedy, 

they must be provided with the information necessary to independently verify the validity of 

the agreement in establishing competitive prices." Both with regard to switching charges and 

the line-haul trackage rights rate, charges that exceed efficiently incurred competitive costs 

w ill insulate the incumbent from the forces of competition and serve to perpetuate the 

inefficient operating practices and/or the accumulation of supra-competitive proflts. 

I \ . B. Short-Lines and Competition 

A number of Ohio short-line and regional carriers may be affected by the proposed 

transaction. From a competitive standpoint, however, the most important of these is the 

Wheeling & Lake Erie. The W&LE is a NS spin off and is largely an east-west carrier, 

linking Pittsburgh. Wheeling, Canton, Akron and Cleveland. It operates as far west as 

Carey, Ohio and in so doing provides nearly 80 percent of Wyandot Dolomite's railroad 

service between quarries in western Ohio and markets in the eastern portion of the state. 

The W&LE also reaches the Lake Erie harbor at Huron. In 1995, the W&LE handled 

roughly nine million tons of revenue traffic. Of this total, roughly 70 percent both originated 

and terminated on the carrier's own system. The remaining 30 percent consisted of bridge 

trafflc (5 percent) and forwarded or received interchange trafflc (25 percent). Table 7 

summarizes the interchange traffic. 

The W&LE's 1995 bridge trafflc accounted for a little more than 470,000 tons or 

rouglily five pciccnt of the carrier's total tonnage. Very nearly all of this bridge trafflc 

The parties have indicated through infomial comniunicatioas witli the Ohio Attoniey General's Office 
that individual line-specific, cost-ba.sed rates will be determined post-transaction. Tliey have also, however, 
indicated that no tomial mechanism for verifying these line-specific costs will be forthcoming and there is no 
indication ilia! any regulatory body wiil have an oversight role in this process. 



reflected shipments that both originated and terminated on CSXT.'- An interview with 

W&LE offlcials indi:;"ted that most of this bridge traffic has already disappeared. Any 

remaining bridge traffic is likely to be fully eliminated by the proposed transaction. 

There are, at least, two situations in which current W&LE forwarded or received 

interchange trafflc is placed at risk of a post-transaction diversion. The flrst tx:curs at tliose 

locations where Conrail and the W&LE share access to a particular shipper. It is highly 

unlikely (though not impossible) that Conrail interchanges trafflc to the W&LE that it could 

deliver itself, so that any interchange traffic that the W&LE moves to or from that shipper is 

almost certainly interchanged wi n either CSXT or NS. Depending on which of these latter 

two carriers acquires Conraii's irackage and access to the shipper in question, the W&LE's 

service could become entirely redundant, particularly in cases where the surviving transaction 

carrier (either CSXT or NS) terminates the traffic.'^ 

Secondly, the W&LE could, in fact, lose traffic even when it is the only carrier 

serv ing a particular shippe-. If a producer of a particular input is located on the W&LE and 

there is a consumer o'. this input located on CSXT, and if there is also a second producer of 

the input located on trackage currently owned and exclusively served by Conrail. then pre-

transaction. the two producers would compete head-to-head. Both have rail service; both can 

mterchange trafflc with CSXT to reach the consumer of their product: and neither has a 

particular advantage in doing so. If CSXT is the post-transaction railroad who gains control 

of the former Conrail trackage and access to its customers, then the competitive parity is 

destroyed. Under the new scenario, CSXT could offer single-line service between the 

commodity's consumer and the producer located on the former Conrail trackage, while 

access by the W&LE-served producer would still involve the expense of interchange. This 

riiis traffic largely origiiuted in Ohio and Indiana and temiinated in West Virginia. Tlie W&LE routing 
verv probably scr\ed the dual purpose of providing a shorter route while relieving congestion at CSXT's Quecns>;atc 
V.iid. 

From a .̂nst siaiidpi>int, any post-transaction routing that includes the W&LE will conuin one more 
interchange than a rouiir.g over tbe surviving traasacuon carrier increa.sing costs of traffic moved by W&LE. Given 
e\ erv thing else being the same, the surv iving traasaction carrier would tiave theability and the incentive to foreclo.se 
W&LE participation purely for strategic reasons. 
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scenario unequivocally harms the W&LE and the shippers it serves. 

Identification of each instance in which the W&LE could lose traffic because of the 

proposed transaction would be quite difficult. It is. however, possible to point to a few 

conditions which make the diversion of current W&LE traffic more likely. First, the 

likelihood of any foreclosure by a surviving carrier is reduced when that carrier is a bridge 

carrier that neither originates nor terminates the traffic in question. Second, the case in 

which trafflc is lost at a legation served exclusively by the W&LE holds only when that 

location is at an upstream stage of production and. therefore, orî 'inates the trafflc. Finally, 

even an originating shipper that is served exclusively by the W&LE could be in danger if 

the input it produces does not have reasonably unique characteristics that preclude the 

production of close substitutes at other locations. The waybill records indicate that a 

significant portion of the W&LE s interchange traffic is coal and scrap steel, two products 

that are readily obtainable at a variety of locations to be served by post-transaction CSXT 

and NS. 

Again, while the above concerns are not quantified, these concerns, combined with 

the potentially important competitive role of the W&LE in the post-transaction railroad 

environment, are sufficient to justify the alternatives discussed belovK. 

The W&LE also is seeking relief from the Surface Transportation Board for the 

anticipated effects of the transaction. As discussed above, the W&LE may lose a significant 

portion of its current traffic. NS and CSXT, in their transaction filings, have estimated the 

W&LE's annual revenue losses from traffic diversions at $1 million. W&LE, on the other 

hand, estimates that it will lose between 25 percent and 30 percent of its total trafflc, 

representing annual revenues that exceed SlO million a year. The potential traasaction-

induced losses do seem sufficient to threaten the long-run viability of the Wheeling & Lake 

Erie and this possibility raises a number of additional concerns for residents and shippers 

within the study region. 

There are actually two important and interrelated questions that the current analysis 

seeks to address: Are there measures available that can help to make possible the continued 

viability of the W&LE? Further, are these opportunity-enhancing actions simultaneously 

capable of resolving other competitive concerns withm the region? The answer to both 
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questions seems to be yes. It appears that by facilitating the W&LE's entry into various 

regional markets, policy makers can provide the railroad with ample opportunities to compete 

for its sur\ ival and. at the same time, allay many of the fears of shippers who are wary of 

the transaction's outcome. 

In a recent news report. W&LE Chairman Larry Parsons enumerated a variety of 

transaction-related concessions that the railroad deems necessary to its future ability to 

compete.'̂  Among these concessions, the W&LE is asking for access to Toledo. It is my 

judgment that this would provide numerous benefits to both the W&LE and the shipping 

public. Currently, the W&LE has only limited Lake Erie access through short-term 

contractural rights at Huron. W&LE access to the coal and ore facilities at Toledo would 

provide the carrier with a valuable new source of iron ore for east-bound movement and an 

important outlet for west-bound coal. At the same time, it would largely resolve the 

concerns currently expressed by area bulk material shippers by providing a competitive 

alternative to CSXT at the Toledo docks. For Toledo access to be truly effective, however, 

two corollary actions should also be considered. First, the W&LE should also be afforded 

the means to compete for the patronage of additional integrated steel producers in eastern 

Ohio and western Pennsylvania. Second, the W&LE needs on-line access to coal producing 

locations. Both of these corollary measures could be accomplished through trackage rights 

over NS and CSXT. 

In addition to coal and ore traffic, Toledo would provide the W&LE with at least two 

inher important opportunities. First, this access would facilitate interchange with the 

Canadian National (through its GTW subsidiary). Second, if W&LE access is extended 

beyond Toledo to other Lucas County locations, it could provide some amount of additional 

competition to NS for the inbound movement of grain. 

In addition to Toledo, initiatives that provide the W&LE with better access to the 

Cleveland area and permanent access to harbor facilities at Huron would al.so strengthen the 

regional s ability to compete. The W&LE already reaches both locations. It does not. 

""W&LE Seek;> Merger," Traffic Worid, September 8. 1997, pp. 19-20. 
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however, have waterfront access at Cleveland and access at Huron is through a short-term 

agreement. The ability to serve the coal and ore loading facilities at Cleveland and assured 

access at Huron would provide the W&LE with the same competitive opportunities derived 

from access at Toledo, with one important distinction. For movements to or from eastern 

Ohio and western Pennsylvania, the rail leg of a vessel-rail combination is shorter than it is 

for similar movements routed over Toledo. While on a per-ton basis, this may mean less 

revenue for the participating railroad, it also means that the overall movement is more 

competitive with coal and ore produced in other regions." 

Further potential policy initiatives involving the W&LE relate to intermodal rather 

than dry bulk commodities. In particular, there are alternatives that would provide the 

VV&LE with additional competitive opportunities while simultaneously addressing the 

concerns of the Neomodal facility in Stark County. It is unlikely that Neomodal, with its 

W&LE connection, will receive better post-transaction service from CSXT and NS. 

Consequently, any initiative that seeks to strengthen service to Neomodal involves rather 

extensive eastbound and westbound W&LE trackage rights over NS and/or CSXT. Unlike 

the trackage rights that would connect the W&LE with coal and ore facilities at Toledo or 

Cleveland, the overhead trackage rights necessary to provide the W&LE with direct access to 

Class I gateways in the west and port facilities in the east would require the W&LE to 

operate its trains over hundreds of miles of NS and / or CSXT mainline trackage. 

Toward the west, access to Toledo and the potential connection with the Canadian 

National (CN) is important for dry-bulk commodities and perhaps lumber, but it is of little 

value for intermdoal traffic, at least given Neomodal's current traffic base. Most Neomodal 

tratflc is interchanged with western U.S. Class I railroads at Chicago, so that W&LF needs 

trafflc rights (most likely over CSX) to these Chicago interchanges in order to provide Stark 

County with d̂ n'̂ ndable western intermodal service. 

Eastbound. there are a variety of options. Neomixlal personn.l report having had 

While Cleveland is already an imptirtant transload ItKation, its role may be measurably increa.sed if 
environmental conceras over dredging at Ashtabula and Conneaut eventually cause one or the other of these facilities 
to tie closed. 
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discussions with the Port of Baltimore that suggest traffic could be routed to that location or 

to ports in northern Virginia via an extension of the trackage rights that already connect the 

W&LE to current interchanges at Hagerstown. Maryland. Alternatively, an NS routing 

could provide the W&LE with access to the extremely busy intermodai facilities at 

Philadelphia. Any of these three mid-Atlantic routings could provide Neomodal with a 

viable eastern outlet assuming that W&LE trains receive equitable and expedient handling by 

the host railroad. 

It is also possible to connect Neomodal to the busy and growing Canadian intermodal 

facilities at Halifax and Montreal.'̂  This connection would require trackage rights on either 

CSXT or NS from Cleveland to Buffalo and interchange with the Canadian National or 

Canadian Paciflc at that point.'" Given the ability to connect with the CN or CP at Buffalo 

and depending on the quality of west-end interchanges, it is possible that a W&LE routing 

could prov ide an important southern bridge alternative for wintertime traffic in addition to 

helping Neomodal. 

To summarize, the Wheeling & Lake Erie currently provides an important 

competitive alternative to a variety of Ohio's shippers. If this current role is to continue, this 

regional s access to competitive opportunities must be expanded. There are a number of 

policy initiatives through which the provision of these opportunities could be accomplished. 

These mclude: (1) overhead trackage rights that would allow the W&LE to serve harbor and 

industrial customers in Toledo; (2) overhead trackage rights that improve access to integrated 

steel producers and coal producing locations in eastern Ohio and western Pennsylvania; (3) 

access to harbor facilities in Cleveland and permanent access to harbor facilities at Huron; 

and (4) overhead trackage rights for the movem.ent of intermodal trafflc for interchange at 

' The draft at Halifax (55 feet) is five feet deeper than the deepest U.S. east-coast port. Consequently, 
arriving vessels from Europe routinely call on Halifax before proceeding to American ports. This gives Halifax 
A several-day advantage in the movement of westbound intemiodal shipments and diis advantage has spurred 
tremendous growth in the Canadian facility. 

' The advantage of using CSXT is that this carrier will possess multiple line trackage, capable of handling 
considerably greater traffic volumes than Norfolk Southem's mostly single track, former Nickel Plate routing. On 
the other hand, NS already interchanges a coasiderable amount intermodal traffic with the CP at Buffalo, so tfiat 
die facilities and operating practices necessary to affect an efficient interchange are already in place. 
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Chicago and/or Buffalo and/or Philadelphia and/or Baltimore. 

IV. Single-Line and Multiple Line Rail Movements, Going From I to 2 

The Application contains a number of instances in which shippers that currently have 

single line service will be faced with a multiple line movement in the wake of the proposed 

transaction. Multiple line movements, in turn, point to higher costs and higher rates which, 

along with added transit times, can result in the loss of some or all traffic within particular 

markets. Indeed, an examination of the 1995 waybill data reveals that 77 percent of the 

17.141 Ohio waybills were for single-line movements. Moreover, this represented 83 and 86 

percent of state-wide carloads and tonnages. Clearly, as the number of rail carriers declines 

and the economies of single-line service become more pronounced, those shippers who are 

forced into multiple-line service face an increasing disadvantage. 

There are two cases in Ohio of 1 to 2 situations that have drawn considerable 

attention. The flrst case involves two (2) producers of aggregates in west-central Ohio 

(Wyandot County) that ship large quantities of crushed stone to eastern Ohio. The second 1 

to 2 .outing to gain attention involves the movement of Ohio Valley coal to Centerior 

Electric s generating facilities at Eastlake and Ashtabula.'* Wyandot Dolomite and National 

Lime and Stone Company move aggregates east from Carey and Bucyrus. Post-transaction, 

both locations will be served by CSXT and Carey will continue to be served by the Wheeling 

& Lake Erie. The problem that both producers face is that former Conrail destinations will 

be served by Norfolk Southern, so that a signiflcant volume of eastbound aggregates will 

have to be interchanged between CSXT and NS at Crestline, Ohio. Again, interchange 

imposes costs and these aggregate shippers are. therefore, appropriately fearful that the post-

transaction rail rates they face to reach customers and distribution facilities on former Conrail 

trackage will be higher than the rates they currently pay. Given the large share of delivered 

price that is attributable to transportation costs, these stone producers contend that any 

Until recently. OVCC had been panicularly vwal in its conceras and had sought assistance from a variety 
of quarters. Apparently, it has been successful in negotiating a satisfactory arrangement with the transacting 
earners, so that it is no longer seeking relief within this proceeding. 
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measurable increase in rail rates would prohibit them from competing effectively in 

destination markets." 

Wyandot Dolomite and National Lime and Stone will both be requesting that the 

Surface Transportation Board impose trackage rights as a means of mitigating the 

competitive harms that will arise out of the proposed transaction, in absence of such relief, 

the viability of their commercial stone operations will be in jeopardy. (See verified 

statements of Wyandot Dolomite and National Lime and Stone). This mitigating measure 

would involve NS trackage rights over CSXT from Crestiine to the quarries at Carey and 

Bucyrus.-" 

The position of these shippers, in fact, demands more than the simple extension of 

trackage rights to quarry locations. It requires that NS. CSXT and the shippers work 

together to ensure that the substitute service can be offered at rates that are. at least, as low 

as those currently in evidence for the single-line Conrail movement. The exercise of 

trackage rights imposes administrative and operational costs that would not be incurred in 

traditional single-line service. Therefore, maintaining or improving rate levels will require 

CSXT and NS apply a portion of the claimed transaction-related savings to offset any 

additional expenses that are directly attributable to the substitution of trackage rights for 

traditional single-line service. 

V. SUMMARY REMARKS 

The accelerated schedule of these proceedings precludes the comprehensive 

'During infomial interviews, representatives of both Wyandot Dolomite and National Line and Stone 
indicated that at a distance of roughly 100 miles, the traasporution cost for crushed stone exceeds die value added 
during the quan-y ing process. 

Bucyrus is only 12 miles from Cresnnc. so that the trackage rights necessiry for NS to access quarry 
facilities at that location would be relatively minimal. The distance from Crestine to Carey, however, is roughly 
40 miles and the distance from Cleveland to Ashtabula is more tliat 55 miles. 
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investigation of the myriad potential effects of the proposed transaction within the study 

region. Instead, the analysis focused on a relatively small number of perceived competitive 

concerns. Even so, two conclusions clearly emerge. First, without regard to any potential 

beneflts from the proposed transaction, it is clear that the acquisition and division of Conrail 

by CSXT and NS will harm competition in some transportation markets. Second, it is 

evident that there are numerous initiatives available to the Surface Transportation Board 

through which it could largely mitigate these deleterious outcomes. 

Both available data and anecdotal information indicate numerous situations in which 

the number of rail carriers serving particular shippers will be reduced from two to one or 

where shippers that currently have single-line service will be faced with costly interchange. 

While the transacting parties have sometimes offered to mitigate the potential effects of these 

undesirable outcome through the extension of trackage rights, they have offered no indication 

that these rights will be extended at the competitively prices that are necessary to ensure that 

these arrangements afford any genuine relief to shippers. Without verifiable assurances that 

trackage rights and local switching agreements will be based on competitively incurred costs, 

these mitigation strategies offer little solace to concerned policy-makers and fearful shippers. 

It is, however, within the Board's purview to impose conditions that would assure that 

trackage rights are efficiently priced and such an action would be well-advised. 

It is also clear that the proposed transaction poses a non-trivial threat to the financial 

viability of the Wheeling & Lake Erie Railroad, the one regional carrier that is currently 

capable of augmenting the competitive rail alternatives available to Ohio's shippers. If this 

threat goes unchecked, so that the W&LE is vanquished without ample opportunity to 

compete for its survival, then the competitive concerns arising from increased market 

concentration will be made measurably worse. Again, however, the Board in its adduction 

of this proposed transaction can provide the W&LE with the competitive access to new 

customers and interchange opportunities. In doing so, the Board would simultaneously allay 

the fears of a number of shippers that are fearful of reduced rail-to-rail competition. 
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Figure 1.-Conrail, Norfolk Southem, and CSXl - Pre-Transaction 
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Figure 3. -Ohio Ongins and Regional Destinations Torjiages 
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Figure 2.-ConraiI, Norfolk Southem, and CSXT - Post -Transaction. 
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Figure 4.-Ohio Origins and Destination Region - Tonnages 
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Table l.-Ohio Originating TratTic by STCC-2 Codes 

.STCC - 2 I Carloads Tons 

1 Farm Products 82132 7838243 

10 MetaUic O m 127844 12018256 

11 Coal 74663 7113702 

14 Non-Metallic .Minerals 56370 5529831 

19 Ordnance or Accessories 204 12996 

20 Food or Kindred Products 4920<» 3^25462 

2.̂  .Apparel 640 10080 

24 Lumber or Wood Products 1984 103528 

25 Furniture or Fixtures 800 14920 

26 Pulp, Paper, or Allied Products 4860 218400 

27 Printed Matier 120 17f,0 

28 Chemicals or Applied Products 23204 1X11880 

29 Petroleum or Coal Products 19928 12''8488 

30 Rubber or Misc. Plastic Products 1760 28480 

32 Clay. Concrete. Glass, or Stone Products 22884 1624880 

33 Primary Metal Products 99164 8419792 

34 Fabricated Metal Products 540 9700 

35 Machinery 1080 43180 

36 Electrical Machinery or Equipment 3160 28320 

37 Transponation Equipment 197303 4486735 

.38 Instruments or Photographic Cioods 40 hOO 

39 Misc. Products or Manufacturing 2960 2 " 2 0 

40 Waste or Scrap Matenali 524K4 4 I0 ' 696 

41 Misc. Freight Shipments 480 9000 

42 Containers. Shipping, Keiurned Empty 24920 :(IH000 

43 Rail Express or Other ( ontra.t Traffic 16 HO >4480 

45 Shipper Association or Similar TrafTic 680 12400 

46 Miscellaneous Mixed Shipments 74452 11X1988 

47 Small Packaged Freight Shipments 720 1 1000 

48 Waste Haiordous Materials or Substances 580 47220 

49 Alternative Classification for Hazordous 
Materials 

39470 2361388 

Total 966315 62320125 



Table 2.-Ohio Origins and Commodity Terminations 

STCC - 2 Terminal Region Carloads Tons 

1 Farm Products 0 - NontS 40 800 

1 - NE 3251 320492 

2 - MA 15194 1479505 

3 - MW 13023 1054735 

4 - SO 49478 4868427 

5 -NP 768 76328 

6-SP 378 37956 

Total 82132 7838243 

10 Metallic Ores 2 - MA 76894 7078221 

3 - MW 50870 4932275 

8 - W EST 80 7760 

Total 127844 12018256 

11 Coal 1 - NE 252 21672 

2 - MA 40 3440 

3 - MW 73795 7030489 

4 -SO 576 58101 

Total 74663 7113702 

14 Non-Metallic Minerals 1 - NE 568 42832 

2 - MA 6460 599416 

3 - MW 48902 4844943 

4 - SO 440 42640 

Total 56370 5529831 

19 Ordnance or 6-SP 204 12996 

.Accessories Total 204 12996 

20 Food or Kindred 
Products 

1 - NE 9''32 775092 20 Food or Kindred 
Products 

2 - MA 13760 1188680 

3 - MW 8981 710398 

4 -SO 14456 959612 

5 -NP 560 30320 

6 -SP 880 31320 

7 - MTN 80 3800 



8 - WEST 760 26240 

Totai 49209 3725462 

23 Apparel 3 - MW 40 40 

4- SO 320 5960 

5 - NP 40 800 

6-SP 120 2040 

8 - W EST 120 1240 

Total 640 10080 

24 Lumber or Wood 
Products 

1 - NE 260 21640 24 Lumber or Wood 
Products 

2- MA 440 19960 

3 - .MW 280 14920 

4 - S O 244 17888 

8 - WEST 760 29120 

Total 1984 103528 

25 Furniture or Fixtures 2 - MA 40 240 

3 - MW 40 600 

4 - S O 560 6680 

8 - W EST 160 7400 

Total 800 M920 

26 Pulp. Paper, or Allied 
Products 

1 - NE 380 20360 26 Pulp. Paper, or Allied 
Products 

2 - MA 1040 64800 

3 . M W 680 40360 

4 - S O 1760 68520 

5-NP 160 4720 

6 - S P 360 14880 

8 - W EST 480 4760 

Total 4X60 21X400 

27 Printed Matter 1 - NE HO 1200 

6 - S P 40 560 

Total 120 1760 

28 Chemicals or Applied 
Products 

0 - NonlS 160 15520 28 Chemicals or Applied 
Products 

1 - NE 2120 170080 

2 - MA 2936 263896 

3 - MW 8748 787744 



4-SO 6080 379240 

• 
5-NP 640 46520 

6-SP 1200 87320 

7- MTN 240 12120 

8 - W EST 1080 49440 

• Total 23204 1811880 

29 Petroleum or Coal 
Products 

1 - NE 160 12440 29 Petroleum or Coal 
Products 

2 - MA 5720 458012 

3 - .MW 13728 783676 

• 4-SO 240 17320 

6-SP 80 7040 

Total 19928 1278488 

30 Rubber or Misc. 
Plastic Products 

1 - NE 80 1040 30 Rubber or Misc. 
Plastic Products 

2 - MA 240 4520 

3- MW 80 1480 

4 - SO 160 2240 

• 5-NP 120 1200 

6-SP 200 3760 

7 - MTN 80 2040 

8 - WEST 800 12200 

• Total 1760 28480 

32 Clay, Concrete, Glass, 
or Stone Products 

1 - NE 1720 151480 32 Clay, Concrete, Glass, 
or Stone Products 

2 - MA 6492 606120 

• 
3 - MW 5772 531400 

• 
4-SO 4060 193680 

5 -NP 2480 55880 

6-SP 1280 61960 

• 7- MTN 40 3640 

8 - WEST 1040 20720 

Total 22884 1624880 

33 Primary Metal 
Products 

1 - NE 1220 101040 

• 

33 Primary Metal 
Products 

2 - MA 24376 2118348 

3- MW 48748 4159224 

4 - SO 11300 953620 



5-NP 1460 126900 

• 6 - S P 10100 800860 

7- MTN 360 27760 

8 - WEST 1600 132040 

Total 99164 8419792 

• 34 Fabricated Metal 3 - MW 40 720 

Products 
4 - S O 240 5120 

6 - S P 100 2500 

8 - WEST 160 1360 

• Total 540 9700 

35 Machinery 2 - MA 480 12280 

3 - MW 40 2480 

• 4 - S O 200 2520 

5-NP 200 18300 

6 - S P 80 5040 

8 - WEST 80 2560 

• Total 1080 43180 

36 Electrical Machinery 2 - MA 80 400 

or Equipment 
3 - M W 40 400 

4 - S O 2080 19520 

• 6 - S P 40 360 

8 - WEST 920 7640 

Total 3160 28320 

37 Transportation 0 - NontS 1320 25120 

Equipment 
1 - NE 33240 735360 

2 - MA 35650 813904 

3 - M W 35329 813487 

• 4 - S O 51500 1205004 

5-NP 12104 279860 

6 - SP 1 1440 220800 

7 - MTN 2720 66160 

• 8 - WEST 14000 327040 

Total 197303 4486735 

38 Instruments or 
4-SO 40 600 

38 Instruments or 

• 
Photographic Goods 



Total 40 600 

39 Misc. Products or 
Manufacturing 

1 - NE 680 7600 39 Misc. Products or 
Manufacturing 

2 - MA 480 3280 

3 - MW 200 3320 

4 - S O 560 4360 

5-NP 200 1520 

6 - S P 160 1240 

8 - WEST 680 6400 

Total 2960 27720 

40 Waste or Scrap 
.Materials 

0- Non I S 40 2400 40 Waste or Scrap 
.Materials 

1 - NE 720 47400 

2 - MA 11568 935272 

3 - MW 353 16 2795084 

4- SO 3680 269640 

5-NP 420 23320 

6 - S P 580 28580 

7 - MTN 40 800 

8 - WEST 120 5200 

Total 52484 4107696 

41 Misc. Freight 
Shipments 

2 - MA 160 2480 41 Misc. Freight 
Shipments 

3 - MW 240 5920 

4 - S O 40 200 

5-NP 40 400 

Total 480 9000 

42 Containers. Shipping, 
Returned Empty 

0 -NontS 40 600 42 Containers. Shipping, 
Returned Empty 

1 - NE 520 8560 

2 - MA 6160 31000 

3 - MW 14000 145X40 

4 - SO 1880 9800 

5 - NP 2160 108H0 

6 - SP 120 600 

8 - W EST 40 720 

Total 24920 208000 

43 Rail Express or Other 4 - S O 240 4520 



5-NP 40 440 

6 - S P 120 2520 

8 - WEST 1280 27000 

Total 1680 34480 

45 Shipper Association or 
Similar Traffic 

2 - MA 160 2760 45 Shipper Association or 
Similar Traffic 

4 - S O 520 9640 

45 Shipper Association or 
Similar Traffic 

Total 680 12400 

46 Miscellaneous Mixed 
Shipments 

1 - NE 10440 146360 46 Miscellaneous Mixed 
Shipments 

2 - MA 10000 172720 

46 Miscellaneous Mixed 
Shipments 

3 - MW 18440 317120 

46 Miscellaneous Mixed 
Shipments 

4 - S O 16000 244000 

46 Miscellaneous Mixed 
Shipments 

5-NP 2520 38920 

46 Miscellaneous Mixed 
Shipments 

6 - S P 2560 41600 

46 Miscellaneous Mixed 
Shipments 

7 - MTN 520 6040 

46 Miscellaneous Mixed 
Shipments 

8 - WEST 13972 215228 

46 Miscellaneous Mixed 
Shipments 

Total 74452 1181988 

47 Small Packaged 
Freight Shipments 

1 - NE 320 4800 47 Small Packaged 
Freight Shipments 

2 - MA 80 1200 

47 Small Packaged 
Freight Shipments 

3 - M W 80 1200 

47 Small Packaged 
Freight Shipments 

4 - S O 200 3000 

47 Small Packaged 
Freight Shipments 

8 - WEST 40 800 

47 Small Packaged 
Freight Shipments 

Totai 720 11000 

48 Waste Hazordous 2 - MA 120 10920 

Materials or Substances 
4 - S O 40 440 

5-NP 40 3960 

6-SP 140 10660 

7 - MTN 240 21240 

Total 580 47220 

49 Alternative 0 - NontS 112 7 780 

C lassificatioo for 
Hazordous Materials 

1 - NE 7180 175680 

2 - MA 10178 813588 

3 - MW 14624 899484 

4 - S O 3356 190016 

5-NP 680 33920 



6-SP 2300 186000 

7 - MTN 80 7400 

8 - WEST 960 47520 

Total 39470 2361388 

Totai 0 - NontS 1712 52220 

I - NE 72923 2765128 

2 - MA 228748 16684962 

3- MW 392036 29877339 

4-SO 170250 9542308 

5 - NP 24632 754188 

6-SP 32482 15o0592 

7 - MTN 4400 151000 

8 - WEST 39132 932388 

Total 966315 62320125 



Table 4.- Ohio Origins - Carloads and Tons by Railroad 

Originating Raiiroad Carloads Tons 

22 - ATSF 10612 157908 

61 - B L E 25912 2562364 

188- CIND 520 46400 

190-CR 378750 24911130 

237 - OTH 40 3320 

308 - GTW 16292 965188 

555 - NS 210306 11324762 

680 - SSWN 1240 15400 

712 - CSX 252792 16018097 

856 - W E 69851 6315556 

Totai 966315 62320125 



Table 5.-- Ohio Destinations, Carloads and Tons by Railroad 

Terminating Raiiroad Carloads Tons 

22-ATSF 9040 171680 

61 - B L E 29968 2703228 

76-BN 80 1680 

190-CR 407028 27400293 

308 - GTW 43746 I9151I3 

555 - NS 262755 19007349 

680 - SSWN 880 15120 

712 - CSX 300835 24365109 

856- WE 82492 7310951 

Total 1136824 82890523 



Table 3.--OHIO COUNTY-LEVEL ORIGINATING AND/OR TERMINATING 1995 RAIL TRAFFIC 

j FIPS 
j Code County Same 

Chemical 

\Petri Prd Coal 

Farm 

Prod 

Gen 

Mrchdse 

Mel Ore 

Raw 

Slaterials 

County 

Total 

39003 Al l en 1 1.481.852 301,639 438.360 3.96^ \ 2,225,811 

39007 Ashtabula 1 487.484 7.863.197 183,612 5.249,051 603,352 14,386.696 

39013 Belmont 1 72.868 5.411.702 144,080 9,624 3.800 5,642,074 

39017 Butler 1 '67,108 1.818,299 18,988 5,519,290 1,724,056 96,280 9 644,021 

39033 Crawford 1 42,280 140,172 171.200 255,512 609,164 

39035 Cuyahoga 1 2.445.552 86,568 180,788 6,485,628 2,076,1 11 812,71? 12.087,359 

39039 Defiance 114,920 4,764 275,360 390.560 785,604 

39043 Ene 48.400 3,454.720 298.264 196,440 537.632 739.168 5.274.624 

39047 Favette 1 135.588 424,984 110.128 670,700 

39049 Franklin 1 473,596 32,660 429 094 2,980.976 600 700 056 4,616,982 

39061 Hamil ton 1 2.080.764 24,588 1,131,573 5.224.499 75,360 528,848 9,065,632 

39067 Harrison 4.000 1,199.187 20,000 1.223.187 

39069 Henry 1 11.880 517,783 3.440 533,103 

3907 ' Huron l06.U1t> 1''4.818 506,644 490,1 16 1.277.594 

39081 Jefferson 15.960 381,704 19,208 3.353,764 1 142,692 5.816,838 

39085 Lake 408.640 2,130,094 146.'"^0 .3,160 7,440 2.705.534 

39087 t.awience 100.680 374.085 91,546 43,520 610.731 

30093 Lorain 1.019.-60 1.-'•'0,958 58,368 2.299.240 7,600 1,120 5.157.046 

39095 I ucas 1.439.757 9,736,132 1.081,421 3.608,913 4,081,442 115.540 20,063.205 

39099 Mahoning 7,600 868,796 876.396 

39101 Manon 1 18,160 169.263 714,683 3,120 1.005.226 

39103 Medina 64,280 67,200 1.179,843 1.311,323 

391 13 Montgomery 81,60C 3.320 1,569,899 134.128 1.788,947 

39119 Muskingum 33.292 68.900 446.508 548,700 

39123 Ottawa 7,840 18,160 683,856 709,856 

39125 Paulding 70,972 527,041 20.760 90,560 709,333 

39129 Pickawav 71,040 458,184 130,520 55,040 714,784 

39137 Putnam 48,196 942,320 990,516 

39139 t^ichland 88.800 55,568 395.544 27,960 567,872 

39141 Ross i 71,008 124.844 209.320 121,120 626.292 

39143 Sanduskv 75.280 44.488 •73.960 1.024,092 1,517.820 

t9 | 45 Scioto 588.936 3.503.-48 49.8XX 15,280 47.256 4.205.108 

39147 Seneca 334.228 1 7,520 398,964 14.446 X80.316 2,165.474 

39149 Shelbv 65.432 148.84'' 4 r , 3 3 6 631.615 

39151 Stiirk 218,724 3,331.236 '.640 892,332 4.449.932 

39153 Summit 526,564 402.660 2,164,896 3 )94.120 

'9155 1 rumbul l 105,«80 1 02^489 1.1H6.164 1.379.265 111,896 4.010.3')4 

391'^9 l ' n ion ; 1 1,760 674,480 16,000 802,240 

39167 Washington 301,220 1.218,153 39,068 7,840 126,584 1 1,692,865 
39173 Wood 123,120 209,792 469,932 232,436)1 1.035,280 

39175 \ i yandot 20.000 490,667 18,640 2,453.-.751 2.982.48.'' 



Table 6.-OHIO RAI I ROAD TRAFFIC SHARES 

County FIPS 
Code 

Coi;qty Name 
NS 

Traffic 
Share 

CSXT 
Traffic 
Share 

Conrail 
Traffic 
Share 

Others' R 
Traffic 
Share 

Tuial 1995 
Traffic (tons) 

39003 Allen 16 percent 34 percent 44 percent 6 percent 2,225,811 
39007 Ashtabula 63 percent 37 percent 14,386,696 
39013 Belmont 97 percent 3 percent 5,642.074 
39017 Butle' 89 percent 11 percent 9,644,021 
39033 Crawford 20 percent 75 percent 5 percent 609,164 
39035 Cuyahog.1 13 percent 27 percent 57 percent 3 percent 12,087,359 
39039 Defiance 100 percent 785,604 
39043 Erie 78 percent 22 percent 5,274,624 
39047 Fayette 100 percent 670,700 
39049 Franklin 38 percent 20 percent 39 percent 4,616,982 
39061 Hamilton 27 percent 49 percent 13 percent 10 percent 9.065,632 
39067 Hamson 100 percent 1.223.187 
39069 Henrv 4 percent 66 percent 31 percent 533.103 
39077 Huron 72 percent 10 percent 17 percent 1,277,594 
39081 Jefferson 50 percent 50 percent 5,816,838 
39085 Lake 1' pTPint 89 percent 2,705,534 
39087 Lawrence 100 

percent 
610,731 

39093 Lorain 67 percent 6 percent 28 percent 5,157,046 
39095 Lucas 25 percent 52 percent 18 pert ent 6 percent 20,063,205 
39099 Mahoning 24 percent 76 percent 876,396 
39101 Manon 36 percent 20 percent 44 percent 1.005,226 
39103 Medina 8 percent 92 percent 1,311,323 
39113 Montgomery 47 percent 53 percent 1,788,947 
39119 Muskingum 24 percent 76 percent 548,700 
39123 Ottawa 1 percent 99 percent 709,856 
39125 Paulding 100 

percent 
709,333 

39129 Pickaway 90 percent 10 percent 714,784 
39137 Putnam 81 percent 11 percent 8 percent 990,516 
39139 Richland 2 percent 90 percent 8 percent 567,872 
39141 Ross 40 percent 60 percent 626,292 
39143 Sandusk.v '1 percent 69 percent 1,517,820 
39145 Scioto 99 percent 1 percent 4,205,108 
3914- Seneca 48 percent 24 percent 28 percent 2.165.474 
)9!4y Shelb> 30 percent 66 per,.ciit 4 percent 631.615 
39151 Stark 65 percent 35 percent 4,449.932 
•9153 Summit 7 percent 31 percent 62 percent 3,094,120 
39155 I rumbull 4- percent 53 percent 4,010,394 
39159 1 nion 100 ercent 802,240 
39167 Washington 100 percent 1,692.865 
191-3 Wood 87 percent 13 percent 1,035,280 
39175 W-.andon 27 percent 7 percent 65 percent 2,982,482 



Table 7.--1995 WHEELING &. LAKE ERIE INTERCHANGE ACTIVITY 

1995 Total 

1995 Tons 1995 Tons Interchange 

Connecting Interchange Location Received Forwarded Volume 

Carrier 

BLE (URR) Mifflin Junction 0 3,600 3,600 

Total 0 3,600 3,600 

Conraii Canton 146,360 21,320 167,680 Conraii 

Cleveland 29,040 12.520 41,560 

Conraii 

Martins Ferry 3.480 0 3,480 

Total 178,880 33,840 212,720 

Norfolk .Southern Bellevue 624,668 271.228 895,896 Norfolk .Southern 

Cleveland 23,780 14,160 37,940 

Total 648,448 285.388 933,836 

CSXT Akron 9,560 267,595 277,155 CSXT 

Benwood 259,434 9,624 269,058 

CSXT 

Carey 16.200 0 16,200 

CSXT 

Cleveland 189,000 43.512 232,512 

Greenwich 209,772 51,560 351,332 

Pittsburgh (West End) 6,000 0 6,000 

Total 779,966 1 372,291 1,152.257 



Table 8.-- Ohio Origins - Number of Railroads in the Movement 

#ofRR Carloads Tons 

1 00 
N 13279 13279 

1 00 
Sum 798747 53680450 

2.00 
N 2950 2950 

2.00 
Sum 127140 6650555 

3.00 
N 787 787 

3.00 
Sum 35008 1762840 

4.00 
N 113 113 

4.00 
Sum 4820 188420 

5.00 
N 11 11 

5.00 
Sum 560 34140 

6.00 
N 1 1 

Sum 40 3720 

Total 
N 17141 17141 

Sum 
1 

966315 62320125 
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United States 
Department of 
Agriculture 

Agricultural 
Marketing 
Sen/ice 

P O 'Bdx 93456 
Washington. DC 
20090-6456 

Oaober 21, 1997 

Mr. Vemon A. Williams 
Secretary 
Surface Transportation Board 
1925 K Street, NW 
Mercury Building 
Room 711 

Washington, D.C. 20423-0001 

Dear Mr. Williams: 
Enclosed are comments filed on behalf ot the Secretary of the Department of Agriculture 
(USDA) in Finance Docket No. 33388, CSX C^.uoration and CSX Transportation, Inc., 
Norfolk Southem Corporation and Norfolk Southem Railway Company — Control and 
Operating Leases/Agreements — Conrail hic. and Consolidated Rail Corporation. 

Included as a part of this fihng, USDA is providing a detailed analysis ofthe impact of 
the proposed merger on agricultural markets. Because this data is sensitive and subject 
to disclosure mles governing the use of Waybill data, it is submitted as a confidential 
comment of the USDA. The use and release of this material is left to the discretion of 
the Surface Transportation BoarQ 

Sincerely, 

l i t 

Thomas A. O'Brien 
Acting Ac ministraior 

Enclosures 

The Agri.-ul'ural M»rke(ing Service 
1 i j S j V ] 'S agency of Me 

^ . ! S S J / UniletJ Stales Deparlmenl of AgncuHure 
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Al K OF RHODE ISIAND AND PROVIDENCE PLANTATION.S 

^ ^ ^ ^ 
Dt^piirtment of Transportation 
OFFICE OFTHE DIRECTOR 
l\vo Capitol Hill 
Provldoiuc, R.I. 02903 1 124 

/ 

/ / 

I i: i U 1-; I l ( , l l 277 24M1 
K.-\.\ I 101) 27V 20.S6 
rn i ) 277-4971 

Mr Vernon A Williains 
Secretary 
Surtace Transportation Board 
1925 K .Street, N W 
Washintiton. DC 20423-0001 

October 20, 1997 

RE: STB Finance Docket No. 33388 (Suli Nunibci il) -
Conrail .\c(:{iiisition - CSX & .Norfolk Southern Railroads 
Request For Conditions Filing 

Dear Mr Wiliiams: 

The Rhode Island Department of Transportation, as a party of recoi d in these proceedings, is 
submitting the attached Request For Conditions filing 

We lock forward to working with the STB and the railroad applicants as the Conrail acquisition 
proceedings continue 

Sincerelv vours. 

William D Ankner Ph D 
Directo" 

OHice of the Socelary 

OCI 21 iW 
Pa-! ̂ -I 
'^ubtic Record 



BI.FORF THF Sl RFACF TRANSPORTATION BOARD 

FINANCF DOCkFT NO. 3338H (StULJOlMBFR <2) 

CSX Corporation and CSX TransportatSon, Inc., 
Norfolk Southern C orporation and Norfolk Southern Raihva> Company 

Cin^'-ol and Operating I.tases/Agreements 
Conrail Inc. and Consolidated Rail C^orporation 

COMMENTS \ND R F Q l EST FOR CONDITIONS 
B^ THE 

RHODE ISLAND DEPART.MENT OF TRANSPORT.ATION 

SIMMARV 

The Rhode Island Depanment oflransportation (RIDOT) bclie\ cs. for the reasons described 
below, that the approval ofthe acquisition of Conrail by the CSX Corporation (CSX) und ihc 
Norfolk Southem Coiporation (\S) should be conditioned in order to balance the competiti\e 
inequities that w ill result from this transaction upon Rhode Island and New England. 

RlDOT's request for conditions is guided by three basic principles: 

1. Competitive Freight .\ccess: Direct. compctiti\ c access by two Class I railroads in 
New Fmgland i,-; critical to the abilit\ of our existing and future ports to grow on a 
le\ el economic playing lie'd w ith those ports in the -shared asset areas" w hore CSX 
anil NS w ill jointly operate. RIDOT understands the STB's normal mandate with 
respect to competition; since ihere is no competition today. The sale doesn't change 
the competitne situation for Rhode Island or New England. This approach is not 
adequate to meet these sales conditions. The sale changes competitive situations, by 
allowing for rail competition to the ports of New Yvk ami New .lersey. New 
England ports will be hurt b\ pro\iding competition to competitors whiie leaving us 
w ith a monopoly. Eurtheniiore. there is a real risk that New England raii users will 
be subsidizing CSX's competitive rates down south. 



2. Protect Passenger Rail Investments: .-\ massi\ e public commitmem and in\ estment 
has been made along the Northeast Corridor, both b\ the federal go\ eminent on the 
Northeast Comdor Improvemeni Project, and by the State of Rhode Island, on the 
Freight Rail improvement Project (FRIP). To protect these investments, it is 
important that the Conrail acquisition not hinder existing or planned commuter and 
intercit> passenger rail services. 

3. Protect the Public Interest: Considering the unique history of Conrail. particularly 
the govemn '"It's ro,. :̂  forming and funding Conrail. the federal government has 
an obligation to ov ersce anu ensure the acquisition is not economicaiiv' advantageous 
to one region ov er mother. 

Specifically. RIDOT is proposing tht foiiovving conditions be placed on ihe acquisition by 
the approv al bv the STB: 

1. The STB. as part of its oversight role proposed below, shouid require competitive 
access b\ a second Class i railroad into New England. .Mthough outskle the 
transaction before th,; STB. we will continue to monitor the 'MTorts by the NS to gam 
access to New England v ia trackage nghts on the Boston & Maine line or interchange 
agreements with Guilford in .-\lbanv. However, ai this time, it is verv difficult to 
predict the impact. anv . this vvould hav e on rail competition m New lingland. 

2. CS.X be 1 .juiied to enter into an agreement with the State of Rhode island 
committing to a reasonable rate structure, assuring comparable rates betvveen the 
•'shared asset areas" and the monopolv areas. RID01 looks forward to working with 
CSX in an effort to promote i!ic full developmeni potential al Quonset Davisville. 

3. Commitments from CSX that Lxistmg and planned passenger rail operations A ill 
not be haniied. and will conluuie to have adequate access for the grou th of high 
speed rail and commuter rail serv ices along the Northeast Corridor. 

4. The STB must letain jurisdiction over this matter lo monitor the rail competition 
issues, and if necessarv. impose remedies as thev are warranted. Provisions must bo 
made for Sl B oversight and rev iew to protect tho public interest bv ensuring tho 
throe abov e-mentioned conditions are meet for a penod of at least 3 - years from 
the date ofthe Board's fmal decision in .lunc, 1998. 

BACKGROLND 

Slate of Rhode Island's Role and infrastructure Investment 

The mission of the Rhode Island Department of Transportation (RIDOT) is to prov ide a safe, 
effectiv e, and env ironmentallv responsible intermodal transportation system that supports economic 
development ami improves tho qualitv of life for all Rliode Islanders. The acquisition of Conrail by 
the CS.X and NS railroads, as proposed, would hinder RlDOT's ability to provide an effective 



intemiodal transportation system that supports economic development. 

l he State of Rhode Island has made, and will continue to make significant investments in 
railroad infrastructure and operations of both freight and passenger rail systems. The state is 
currentiy investing over Si20 million in upgrading 22 miles of Amtrak's Northeast Corridor to 
provide safe, effective modem double statk containeri/ed freight rail as part ofthe Ft-oight Rail 
Improvement Project (ERIP). The project includes the construction of a separate. 22 mile freight-
dedicated track (third track), parallel to the Amtrak Main Lines, betw een Boston Switch and Quonset 
Point Davisville (Q D). 

The FRIP u iii pemiit safe operations of mod .'ni freight cars to from Q D. a fomier naval 
base, mto which a public private partnership is investing hundreds of millions of dollais in 
infrastructure improvements to develop a world class containcri/ed port. The Providence & 
Worcester Raiiroad Companv (P&W). the stale's sole short line raiiroad. w ill prov ide the modem 
freight serv ice to frt>m Q D v la tlie third track on the Northeast Corridor, along the P&W Main Line 
betvveen Central Fails. Rl and Worcester. MA. 

The P&W cuiTcntly interchanges its freight vvith Conrail at Worcester. .-Xs proposed in the 
CSX NS operating plan. Conraii wouid be replaced by CS.X, and P&W vvould interchange future 
freight from QP D vvith CS.X at Worcester. 

In addition to the freight rail investments underway, the state has made signitlcinit 
inv estiiK.its in passenger rail equipment and operations. .\s part of RlDOT's Pilgrim Partnership 
Agreement witli the Massachusetts Bay Transportation .Authority (MBT.A), RIDOT has spent 
approximately S2() million for commuter rail operations betvveen Prov idence and [Boston. .Also. 
RIDOT has spent over SI 0 million tow ards constmction ofthe Prov idence Station and the rebuilding 
ofthe Kingston and \\ esterlv stations along the Northeast Comdor. 

Also, being located within the heavily-congested Northeast Corridor, intercitv passenger rail, 
in particular the upcoming high speed rail, is v erv critical lo the irav eling public in Rhode Island. 
.•\ successful high speed service will help to alleviate tho ovorciovsdod conditions on our highways 
and airports, in addition to providing air quality benefits. 

Public Investment in Conrail 

Through the Regional Rail Reorganization .-Xct, Congress created Conrail to continue freight 
rai! operations in tl:e Northeast at a time of widespread bankruptcy of private railroads. The Final 
Syslom Plan established certain monopolies for Conrail, resulting in a profitable operation in the 
Northeast. Ev en with ov er Sb biilion invested in Conrail bv the I nited States taxpayers, the federal 
govemment w as able to recover much of its costs to establish Conrail. 

With the proposed acquisition. CSX and NS vvill benefit greatly as a result of significant 
taxpayer investments in Conrail What particulariy concerns Rhode Island is that this private 
acquisition will occur vvithout the establishment of competitive Class I rail service throughout the 
Nevv England region. Conrail was established as a monopoly to ensure its profitability at a timo of 
raiiroad insolv oncy. This monopolv structure is not appropriate for the post-Conrail svstem. 



I'nder this acquisition application, as proposed, competitive access to ports in the ivlortheast 
would be improperly established. While direct, competitive port access has been established at 
sev oral Mid-.\tlantic por's. Nevv England has been unilaterally excluded from competitive access 
to a Class 1 rail svstem. This sconano has put New England ports at a major economic disadvantage 
vvith other East Coast ports, and will have serious national and intemational implications. 
CoMipetitive rail access to Nevv England is warranted and should be mandated as part ofthe STB's 
approv al of this acquisition application. 

DISCUSSION 

Competitiv e Freight .Access 

CS.X and NS have split the Conrail territories into two distn ct classifications; 1) "shared 
asset areas" are those areas where CSX and NS vvill both operate and have the abilitv to serve 
customers directlv ; and 2) "monopoly areas", whore onlv ono Class I railroad would operate, i.e. 
Albany to Boston. 

The application proposes direct head-to-head rail competition betvveen the two railroads in 
selecied areas. Tiiose regions in the Northeast will benefit immensely from this newly created 
competitive environment. The CS.X NS plan does not go far enough, however, m that selected 
major market areas wore e\i.luded from two rail earner competition. 

The CS.X NS plan changes tho competitiv o rolationsiiip w ithin tho Northeast. Ports, such as 
those in Nevv ̂ •orkNevv .lersey that are served by Conrail only, will as a result ofthe plan, enjoy the 
benefits of competition betvveen tho 'wo railroads. If the competitive rules change in one region, 
then they can and should change in another region. We vvill not accept the easv explanation that 
since Now England has had only on: Clasr. i railroad for over 25 years, that tlio CS.X NS plan will 
not hami nor alter conditions in our region 

What is more, the application before the Board offers no compelling basis for the sclcctiv e 
restoration of two rail camer compotilion lo certain markets and tho continuation ofthe monopoly 
in other markets. We believe that tho detemiination ofthe public mterest in this matter is bettor 
serv ed by the STB. a gov cmnient agencv appointed by elected otTicials. than tw o pnv ate companies 
whose main concern in this transaction is the assurance of their own maximum profitabilitv. 

Passenger Rail 

.As statod abov e. Rhode Island has inv ested significantly in its passenger rail operations and 
facilities. The operating plan has v erv limited infonnation relating to the joint operation of freight 
and passenger operations on the Northeast Corndor. .Although Conrail does not operate on tiie 
Rhode Island portion ofthe Northeast Comdor. our commuter rail service between Providence and 
Boston is directlv impacted by freight operations on the MassachuseUs portion ofthe Northeast 
Corridor. 

In addition, considering the massive public investments made on the much anticipated 
Northeast Coiridor Improvement Project, it is critically important that passenger rail remain the 
pnmary focus ofthe Northeast Corndor, The State of Rhode Island, in conjunction with the Federal 
Railroad .Administration, is spending over S120 million to construct a freight-dedicated third track 



so freight rail and high speed rail are separated to provide safe, efficient services for both rail 
systems. 

STB Jurisdiction 

It IS reasonable to assert that the public interest will be hamied by this transaction. Both 
railroads have highlighted the benefits of rail competition. Additionally, they have cleariy shown 
the economic advantages a "shared asset area" will have over a monopoly area. 

We believe Nevv England's shippers and the public interest will suffer from this lack of 
competition. Both railroads have demonstrated that rail rates are iikely to decrease in areas of 
competition. Our ability to foster economic growth in this region is uirectlv related to transportation 
costs Without competition, vvhich trinslates to higher transportation costs, the region vvill suffer 
economically, and opportunities vvill be lost to other rail-competitive areas. 

Therefore, we believe the Board has an obligation to oversee the competitive access issue, 
rather than allow self-interested parties to dictate their ow n tenns. and to impose, i f necessary, 
remedies to prev ent anti-competitive conduct. Conditions should warrant that the Board maintain 
jurisdiction conceming rate reasonableness, trackage nghts and haulage agreements. 



REQUEST FOR CONDITIONS 

In conclusion. RIDOT strongly believes that the Nevv England region must be afforded the 
opportunity' for a competitiv o. economic playing field vvhich is level w ith other regions. Competition 
can be ensured through sev oral methods. RIDOT requests that the approv al of the CSX/NS plan be 
contingent upon the following conditions: 

1. The STB. as p-.irt of its ov ersight role proposed below, should require direct access 
by a second Class I railroad into Nevv England. Although outside the transaction 
before the STB. we vvill continue to monitor the efforts by the NS to gain access to 
New England via trackage nghts on Ihe Boston & Maine line or interc'iange 
agreements with Guilford in Albany. Hov :ver. at this time, it is veiy difficult 'o 
predict the impact, i f any. this vvould have on rail competition in New England. 

2. CS.X be required to enter into an agreement vvith the State of Rhode Island 
comniiuing to a reasonable rate structure, assunng comparable rates betw een the 
"shared asset areas" and the monopoly areas. RIDOT looks forw ard to w orking vv ith 
CSX in an effort to promote the full development potential at Quonset Davisville. 

3. Commitments t'rom CSX that existing and planned passenger rail operations vvill 
not be liamiod. and will continue to have adequate access lor the growth of high 
speed rail and commuter rail services along the Northeast Comdor. 

4. The STB must retain jurisdiction ov er this matter to monitor the rail competition 
issues, and if necessarv. impose remedies as they are warranted. Prov isions must be 
made for STB oversight and review to protect the public interest by ensuring the 
three abov e-mentioned conditions are meet for a period of at least 3 - 5 years from 
the date ofthe Board's final decision in .iune. 1998. 

The RIDOT believes that the final outcome of Conrail should not be totally left up to the 
private sector. Tho massive public inv estment into Conrail requires ongoing public ov ersight in 
order to ensure that rail competition is restored lo New England. We ask that the STB structure its 
approval ofthe transaction so that it prov ides Now England w ith an equal chance to activ ely compote 
vvith those regions that will have competition established by the pnvate sector, .A balanced, 
competitive freight rad system that allows I'or passenger rail6()(> is critical to the continued 
dev elopment of economic opportunities both in our state, th.' region and ',iio nation. 

Respectfully submitted. 

William D, Ankner. Ph,D. 
Director 
Rhode Island Department of Transportation 

Dated: October 21. 1997 



A1! OF RHODE ISLAND AND PROVIDENCE PIĴ NTATIONS 

Department of Tiansportation OFFICE (401) 277 2481 
OFFICE OFTHE LMRECTOR FAX (401)277 2086 
IVo Capitol Hill TDD 277-4971 
Provideiuf, K l . 0290:1 I 124 

CERTIFICATE OF SERVICE 

I hereby certifv' that a true and authentic copy of the foregoing documem so Vernon A 
Williams, Secretary. Surface Transportation Board, constituting an "Request For Conditions 
Filing", under STB Finance Docket No 33388 (Sub-Number 42) proceedings, was mailed on the 
21" Day of October, !997, upon the follow ing 

Administrative Law Judge Jacob Leventhal 
Federal Energy Regulatory Commission 
888 First Street, N E Suite 1 IF 
Washington, DC 20426 

Dennis G, Lyons, Esq 
.Arnold & Porter 
55.S 12'" Street N W. 
Washington, DC 20004-1202 

Richard .A Allen, Esq 
Zuckert Scoutt & I'vasenberger, L L P 
888 Seventeentli Street, N \V - Suite 600 
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INTRODUCTION 

In a Decision served July 23, 1997, the Surface Transportation 

Board accepted for consideration the primary a p p l i c a t i o n 

(hereinafter, the "Application") and related f i l i n g s submitted by 

Applicants CSX Corporation ana CSX Transportation, Inc. 

(hereinafter "CSX"), Norfolk Southern Corporation ..nd Norfolk 

Southern Railway Company (hereinafter "NS"), Conrail, Inc. and 

Consolidated Rail Corporation (hereinafter "Conrail" or "CR") for 

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

is relevant here, (1) the a ^ - u i s i t i o n by CSX and NS of co n t r o l of 

CR, and (2) the d i v i s i o n of a-r-sets owned by CR by and between CSX 

and NS.̂  

In a Decision issued July 23, 1997, the Board confirmed the 

procedural schedule previously prescribed for t h i s proceeding. As 

pertinent here, the Board has required that a l l parties wishing t o 

o f f e r comments, protests, and requests for protective conditions, 

and any other opposition evidence and argument must make such 

f i l i n g ( s ) by October 21, 1997. In keeping with the Board's 

procedural schedule, Housatonic Railroad Company, Inc. ("HRRC") 

hereby submits i t s comments and requests for protective conditions 

in response t o Applicant's proposed Transaction. 

Housatonic Railroad Company, Inc. supports the Application 

1 Hereinafter CSX, NS and CR c o l l e c t i v e l y w i l l be referred 
to as "Applicants" and the series of transactions proposed i n 
Applicants' primary application and related supplements s h a l l be 
refe r r e d t o as the "Transaction". 



provided that i t i s approved subject to the conditions described 

herein. 

As described i n greater d e t a i l herein, HRRC e n t h u s i a s t i c a l l y 

endorses and requests that the Surface Transportation Board approve 

c e r t a i n trackage r i g h t s requests of New England Central Railroad 

("NECR") as set f o r t h i s a Responsive Application t o be f i l e d by 

NECR On October 21, 199 7, and HRRC requests a d d i t i o n a l p rotective 

conditions as more p a r t i c u l a r l y set f o r t h oeiow. 

The Transaction which i s the subject of the Primary 

Application, involving the p a r t i t i o n and d i v i s i o n of the Conrail 

assets between two competing class 1 c a r r i e r s , i s d i f f e r e n t i n 

scope and n kind from any previous transaction which the S.T.B. or 

the I.C.C. has been called upon to review. As more p a r t i c u l a r l y 

set f o r t h herein, the difference i n kind, while producing 

unprecedented benefits f o r some, w i l l cause harm t o ce r t a i n 

shippers, certain Class I I I c a r r i e r s , and the public, of a type not 

previously considered by the S.T.B. The Transaction requires a 

review of factors not usually present i n merger transactions and an 

appl i c a t i o n of the law and regulations i n a way th a t takes account 

of the unique nature of the Transaction and the public benefits 

sought t o be achieved. 

F i n a l l y , as explained more f u l l y below, the re l a t i o n s h i p 

between Housatonic Railroad and Conrail i n not merely that of 

connecting c a r r i e r s . Housatonic Railroad should also be 

considered, for purposes of t h i s proceeding, a Conrail customer and 

partner, and thereby e n t i t l e d to d i f f e r e n t r e l i e f than might be 



appropriate i f HRRC were merely a connecting c a r r i e r . 

DESCRIPTION OF HOUSATONIC RAILROAD 

A. GENERAL DESCRIPTION 

Housatonic Railroad Company, Inc. i s a Class I I I r a i l c a r r i e r 

which interchanges a l l of i t s i n t e r l i n e f r e i g h t w i t h Conrail at 

P i t t s f i e l d , Massachusetts. HRRC operates two connecting l i n e s over 

approximately 161.3 miles i n Massachusetts, Connecticut and New 

York. The so-called Berkshire Line i s a predominately north/south 

l i n e between P i t t s f i e i d , Massachusetts and Danbury, Connecticut. 

The so-called Maybrook Line i s a predominately east/west l i n e from 

Derby, Connecticut through Danbury, where i t connects with the 

Berkshire Line to Beacon, New York. 

B. HISTORICAL SUMMARiir 

A l l of the lin e s operated by HRRC are eit h e r former Conrail 

l i n e s or lines which were taken out of service i n connection wi t h 

the formation of Conrail. The history of HRRC's development i s 

relevant to i t s r e l a t i o n s h i p with Conrail. 

HRRC began r a i l operation a f t e r i t leased a t h i r t y - f i v e mile 

section of the Berkshire Line between North Canaan, Connecticut and 

New M i l f o r d , Connecticut from the State of Connecticut i n 1987. 

That section of track was former Penn Central track which was not 

included i n the Final Svstem Plan prepared by the U.S.R.A. and was 

purchased by the State of Connecticut and r a i l banked. At the time 



of the lease rrom the State of Connecticut, the track had been out 

of service and was impassable with sections of crack missing. HRRC 

re h a b i l i t a t e d the track and began f r e i g h t op-^ration with one 

customer i n 1989. 

Upon i t s formation, Conrail acquired the remaining Berkshire 

Line from North Canaan, Connecticut north to P i t t s f i e l d , 

Massachusetts and from New Mil f o r d south to Danbury, Connecticut. 

Conrail also acquired what became the HRRC Maybrook Line. 

In 1982, Conrail sold the northern part of the Berkshire Line 

between North Canaan and P i t t s f i e l d to Boston & Maine Railroad. At 

the time of the sale, CR and B&M agreed upon a ce r t a i n d i v i s i o n of 

revenue and a haulage arrangement by which CR would haul cars 

between P i t t s f i e l d and Springfield, Massachusetts f o r the account 

of B&M. In 1991, B&M sold that part of the Berkshire Line t o an 

HRRC a f f i l i a t e and transferred the d i v i s i o n arrangement, haulage 

arrangement and ce r t a i n other agreements to HRRC. 

In 1992, Conrail sold the remainder of the Berkshire Line and 

what became the HRRC Maybrook Line to an a f f i l i a t e of HRRC and 

agreed t o extend the d i v i s i o n a l agreement which HRRC had i n h e r i t e d 

from B&M to the l i n e s being sold, with s l i g h t modifications. 

C. HRRC AS CONRAIL CONNECTING CARRIER 

In 1997, HRRC expects to handle approximately 5750 cars 

consisting of approximately 5000 inbound cars and 7 50 outbound 

cars. Housatonic Railroad owns and operates a lumber reloading 

f a c i l i t y i n Hawleyville which i s expected t o hardie approximately 



600 cars i n 1997. A l l t r a f f i c i s interchanged with Conrail at 

P i t t s f i e l d , Massachusetts. 

D. HRRC AS CONRAIL CUSTOMER/SHIPPER 

HRRC as a captive Conrail s h o r t l i n e cannot compete with 

Conrail. HRRC can not take business away from Conrail since HRRC 

does not interchange t r a f f i c with any other c a r r i e r and since, i n 

any avent, Conrail ultimately controls the through f r e i g h t rates. 

HRRC i s , i n e f f e c t , the local r e t a i l provider of Conrail 

tr a n s p o r t a t i o n services. HRRC should be regarded as a Conrail 

customer and shipper, both with respect to the cars which HRRC 

receives at i t s reloading f a c i l i t y and with respect t o the cars 

which HRRC receives from Conrail for further delivery t o firms on 

HRRC's l i n e s . 

Conrail i t s e l f regards Housatonic Railroad as i t s customer. I n 

1995, Conrail appointed an "Accotxnt Executive" to service the 

Housatonic Railroad Account and to monitor and to assist i n growth 

of the Conrail business from the short l i n e c u s t o m e r . C o n r a i l 

has described i t s short lines as customers i n o f f i c i a l 

p ublications.^ Apparently Conrail furnished a l i s t of i t s 

customers t o CSX in connection with the proposed merger since HRRC 

2 A l e t t e r from Wayne Michel, Senior Director, Short Line 
Network (Conrail) n o t i f y i n g Conrail of the appointment of an 
Account Executive i s attached as part of Exhibit 1 together with a 
desc r i p t i o n of the Account Executive program which appeared i n the 
F a l l 1995 issue of the Conrail publication Partners. 

3 Excerpts from Partners r e f e r r i n g t o short l i n e s as 
customers are attached as part of Exhibit 1. 



received a l e t t e r from John Q. Anderson, Executive Vice President 

of CSX dated June 23, 1997 i n which Housatonic Railroad i s 

consistently referred to as a Customer. I t i s clear by the l e t t e r 

t h a t CSX considers HRRC as a customer also.'* In addition, Conrail 

and CSX consider HRRC d i r e c t r a i l served customers as present 

Conrail and future CSX customers as i s indicated i n a l e t t e r from 

Mr. Anderson to F a i r f i e l d Processing Corporation, an HRRC customer 

i n Danbury, Connecticut.^ 

The r o l e of short lines as customers i s not unique t o Conrail, 

although Conrail may havt embraced the role more e n t h u s i a s t i c a l l y 

than other Class 1 c a r r i e r s . In an interview with former I.C.C. 

Commissioner Edward M. Emmett which appeared i n the Journal of 

Commerce on Septe.nber 23, 1997, Mr. Emmett i s quoted as having 

said: 

"Short lines are excellent at what they're doing, 
but short lines become more l i k e shippers than they 
do r a i l r o a d s . A short l i n e to a Class-1 r a i l r o a d i s 
a shipper; i t i s not a r a i l r o a d . How do they f i t 
in?"^ 

Housatonic Rcilroad, l i k e many other short l i n e s , lack both 

the bargaining power and market access to be anything other than 

customers. Surely, i t i s as much a customer and shipper of Conrail 

as United Parcel Service whose status as shipper i s we l l 

established. 

* A copy of the l e t t e r i s attached as Exhibit 2. 

5 A copy of the l e t t e r i s attached as Exhibit 3. 

* A copy of a portion of Edward Emmett's comments are set 
f o r t h i n Exhibit 4. 



The t a c t that HRRC can not compete with Conrail does not mean 

that Conrail can not compete with HRRC. Conrail can compete f o r 

HRRC business i:. a variety of we ys including, but not l i m i t e d t o , 

establishment of lower commodity rates to p o t e n t i a l l y competing 

Conrail stations. For purposes of reviewing the harmful e f f e c t s of 

the proposed transactions i n t h i s proceeding and the appropriate 

remedial measures, HRRC should be considered a r a i l r o a d , a shipper 

and a member of the public which the I n t e r s t a t e Commerce Act and 

the I.C.C. Termination Act of 1995 were designed to pr o t e c t . 

E. HRRC AS CONRAIL PARTNER 

Conrail has long recognized i t s captive short l i n e s as 

partners. Indeed i t published, u n t i l the a c q u i s i t i o n transaction 

was announced, a short l i n e newsletter e n t i t l e d "Partners". The 

Conrail characterization of i t s short lines as partners has been 

pers i s t e n t . Some examples are set f o r t h i n Exhibit 5. Perhaps, 

the Conrail a t t i t u d e was best described by Wayne Michel, Conrail 

Senior Director of Short Line Network i n the F a l l , 1995 e d i t i o n of 

Partners i n which he said: 

Partners i s only one facet of our ongoing e f f o r t s 
to improve two-way communication between a l l of 
Conrail and you, our c r i t i c a l partners.. . . 

Partnership for P r o f i t i s the way we at Conrail are 
thin k i n g about our future business r e l a t i o n s h i p 
with you. I t w i l l serve as the slogan f o r our 
forthcoming annual meeting and i t i s meant to 
quickly convey Conraii's sincere b e l i e f t h a t only a 
partnership that benefits both of us w i l l work f o r 
either of us.... 

In closing, I want t o l e t you a l l know how much I 
appreciate your feedback and your will i n g n e s s to 



work with me and a l l of us at Conrail t o make our 
re l a t i o n s h i p a true partnership. 

A partnership or j o i n t venture i s characterized by an 

association of two or more parties to carry out a business 

enterprise f o r p r o f i t f o r which purpose they combine t h e i r 

property, money, e f f o r t , s k i l l and knowledge. Viewed i n t h i s 

l i g h t , the r e l a t i o n s h i p between HRRC and Conrail has been t r u l y a 

partnership. 

HRRC acquired i t s p r i n c i p a l lines d i r e c t l y from Conrail 

together with the locomotive power necessary to operate the l i n e s . 

Conrail and HRRC agreed upon a d i v i s i o n of revenue to enhance the 

l i k e l i h o o d o^ HRRC meeting i t s f i n a n c i a l obligations and being able 

to enhance ana de^'elop the business on the l i n e . Conrail provided 

an account executive to assist i n monitoring the 

partnership/customer r e l a t i o n s h i p and to assist i n the development 

of bus:ness f o r the mutual benefit of both partners. Conrail and 

Housatonic worked cooperatively to develop competitive f r e i g h t 

rates with reasonable revenue to both which would enable the 

business to grow and develop. 

Both Conrail and HRRC have derived substantial benefits from 

the partnership between them. However, with the benefits of 

partnership come the duties of partners to each other. Partners 

owe t o each other f i d u c i a r y duties of care and l o y a l t y . Generally, 

Conrai] f u l f i l l e d i t s duties. The partners developed equalized 

f r e i g h t rates to HRRC stations and Conrail stations which could 

compete wit h HRRC where equalization was important, and generally 



Conrail took steps as required t o prevent competition with i t s 

weaker partner. 

I f Conrail were to merge with another r a i l r o a d , the merger 

transaction could be accomplished without any breach of partnership 

duties and the partnership arrangement would continue with the 

surviving r a i l r o a d to the merger. However, i n the Conrail 

Acquisition Transaction, as proposed, j o i n t assets and partnership 

opportunities may be wrongfully destroyed or appropriated for the 

benefit of one of the purchasers and, as set f o r t h below, the 

proposed Conrail successors have rt-fused to give assurances that 

the partnership obligations of Conrail w i l l be honored. 

EFFECTS OF THE PROPOSED ACOUISITION TRANSACTION 

A ENHANCED COMPETITION IN PARTS OF NORTHEASTERN UNITED STATES 
RESULTS IN LOWER TRANSPORTATION COSTS WHICH DISADVANTAGES SHIPPERS 
EAST OF HUDSON RIVER. 

The proposed ac q u i s i t i o n of Conrail properties by CSX 

Corporation and Norfolk Southern Corpo»-ation has been described as 

a crans.'ction whose benefits include (1) enhancing r a i l competition 

i n the Northeast and (2) achieving economies by creating a d d i t i o n a l 

single l i n e t r a f f i c movements. 

While the Transaction as proposed w i l l r e s u l t i n enhanced r a i l 

competition i n c e r t a i n Northeastern markets, p a r t i c u l a r l y New 

Jersey, no such pro-competitive benefits w i l l accrue to New 

England. A l l of the Conrail lines i n Connecticut and Massachusetts 

are proposed to be acquired by CSX Corporation. Housatonic 
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Railroad, which cu r r e n t l y interchanges a l l of i t s t r a f f i c i t h 

Conrail, w i l l , i f the Transaction i s consummated as planned, 

interchange a l l of i t s t r a f f i c with CSX Corporation. Neither HRRC 

nor i t s customers w i l l have di r e c t r a i l access t o other Class I 

c a r r i e r s . 

A s u p e r f i c i a l examination might suggest that the post-

transaction competitive position of HRRC and i t s customers w i l l be 

unchanged from pre-transaction conditions. However, i n fi'Ct, the 

po s i t i o n of HRRC and i t s customers i s much worse. 

Currently, Conrail serves as a neutral, although monopolistic, 

gatekeeper t o HRRC and much of New England as well as t o nearby New 

York and New Jersey. With respect to t r a f f i c which neither 

or i g i n a t e s nor terminates on Conrail, Conrail serves as a neutral 

overhead c a r r i e r t o .southern and western gateways. In general, 

Conrail faces the same market rate constraints throughout the 

region, with the e f f e c t that no part of the Northeastern region i s 

disproportionately benefited or burdened by f r e i g h t rate 

d i f f e r e n t i a l s which do not r e f l e c t d i f f e r e n t i a l s i n the cost of 

providing service or meeting truck competition. 

Aft e r the transaction i s consummated, some areas of the 

Northeast (those areas west of the Hudson River) w i l l have new and 

vigorous r a i l f r e i g h t competition while other areas (those east of 

the Hudson River including the HRRC market area) w i l l not have such 

competition. The applicants agree that the increased competition 

i n the competitive areas w i l l cause shippers located there t o 

experience decreased r a i l rates and therefore decreased 
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transportation costs. I t i s l i k e l y t h a t increased r a i l competition 

w i l l lead t o increased competition by trucking firms as they seek 

to compete f o r business with the rai l r o a d s . Shippers i n 

Connecticut and Massachusetts w i l l not benefit from ths lower rates 

created by competition. 

Shippers i n the non-competition area w i l l thereby be put i n a 

competitive disadvantage. 

As a r e s u l t of higher costs, shippers i n the non-competition area, 

including Housatonic Railroad, w i l l lose business. The loss of 

business w i l l n a t u r a l l y lead to decreased employment, decreased 

c a p i t a l investment and decreased tax revenue for state and lo c a l 

government. 

B. INTERMODAL AND DISTRIBUTION FROM COMPETITIVE ZONE WILL HARM 
BUSINESS OF HOUSATONIC RAILROAD. 

The existence of enhanced r a i l competition west of the Hudson 

River w i l l be harmful to HRRC by creating a r t i f i c i a l intermodal 

competition. Norfolk Southern has announced the successful 

conclusion of negotiations with CP Rail which w i l l give NS an 

economic presence i n the Albany, New York area, approximately 45 

miles west of HRRC's Conrail interchange at P i t t s f i e l d , 

Massachusetts. In addition, NS w i l l be acquire the Southern Tier 

l i n e and have a presence i n the Maybrook, New York area which i s 

approximately 15 miles west of Housatonic's western terminus at 

Beacon, New York and i s convenient to I n t e r s t a t e 84 with access to 

current HRRC market areas. 

NS i s a leader i n intermodal transportation and r a i l / t r u c k 

12 



d i s t r i b u t i o n and can be expected to compete vigorously f o r New 

England t r a f f i c i n that manner. This competition w i l l come at the 

expense of New England short lines and most p a r t i c u l a r l y , because 

of l o c a t i o n , at the expense of Housatonic Railroad. One can expect 

t h a t e i t h e r NS or an NS served private f a c i l i t y w i l l vigorously 

engage i n competition at those locations proximate to HRRC'c market 

areas. 

HRRC anticipates that NS or another party w i l l e s t a b l i s h 

reload f a c i l i t i e s for lumber, woodpulp and other forest products as 

well as f l e x i f l o and bulk transfer f a c i l i t i e s f o r p l a s t i c s , 

chemicals and other bulk products. The r a i l f r e i g h t rates i n the 

competiti'-'Ci • -̂a w i l l enable those operators to successfully 

compete f o r current HRRC business. While HRRC's reload business i s 

especially vulnerable to t h i s competition, HRRC d i r e c t r a i l 

business i n -v-oodpulp, p l a s t i c and lumber i s also vulnerable. 

Approximately 82% of HRRC's current inbound t r a f f i c presently 

consists of lumber, woodpulp, other forest products and p l a s t i c . 

HRRC c u r r e n t l y operates a lumber reload f a c i l i t y which d i s t r i b u t e s 

f o r e s t products throughout Connecticut, New Jersey and Eastern New 

York. This business i s seriously threatened by the {.roposed 

transaction. As CSX and NS vigorously compete for busines.3, any 

gain by NS w i l l be at the expense of Housatonic Railroad. 

The harm t o HRRC's competitive p o s i t i o n l i e s not i n the 

in e f f i c i e n c y of Housatonic Railroad or the i n a b i l i t y t o provide 

economical value added f r e i g h t service, but i t l i e s i n the 

i n a b i l i t y of HRRC to connect with the new competitor (NS) which has 

y 3 



been added t o the market area or to any other Class 1 c a r r i e r s . 

Competition i s good for the customer, good f o r the country and 

good f o r the industry and HRRC vigorously supports increase r a i l 

competition. However, new competition should not be introduced i n 

a region i n a manner which excludes one of the present r a i l 

providers from p a r t i c i p a t i n g i n the competitive environment. I f 

the transaction i s consummated without some protective measures 

taken f o r the benefit of HRRC, that i s exactly what w i l l happen. 

HRRC w i l l be disadvantaged i n competing for business -.ravelling 

over the NS portion of the former Conrail l i n e s . 

C. INTRODUCTION OF A SECOND CLASS 1 CARRIER IN TRAFFIC ROUTING 
WILL JEOPARDIZE HRRC BUSINESS. 

CSX and NS have both stated that the a c q u i s i t i o n of the 

Conrail system by those two c a r r i e r s would r e s u l t i n the conversion 

of c e r t a i n two c a r r i e r moves into single c a r r i e r moves with 

r e s u l t i n g cost e f f i c i e n c i e s . Of course, t h i s i s true . However, 

those cost savings on ex i s t i n g t r a f f i c movements are l i k e l y to 

benefit CSX and NS, not the customers, and c e r t a i n l y not the short 

l i n e c a r r i e r s . In f a c t , HRRC has not been able t o i d e n t i f y any 

cost saving or revenue .enhancing opportunities to HRRC as a r e s u l t 

of the conversion. 

On the other hand, not frequently mentioned i s the f a c t that 

the breakup of the Conrail system w i l l i n e v i t a b l y .-esult i n c e r t a i n 

t r a f f i c movements requiring handling by more c a r r i e r s than was the 

case p r i o r to the breakup. For example, HRRC cur r e n t l y forwards 

ground limestone t r a f f i c from Canaan, Connecticut t o Gypsum, Ohio. 
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Conrail c u r r e n t l y serves Gypsum, Ohio and the t r a f f i c movement i s 

curr e n t l y a two l i n e movement. I f the transaction i s consummated 

as proposed, NS w i l l serve Gypsum, Ohio and the t r a f f i c movement 

w i l l introduce an additional c a r r i e r . HRRC w i l l interchange the 

t r a f f i c to CSX who w i l l then interchange the t r a f f i c with NS, the 

destination c a n i e r . I t i s l i k e l y t h a t introduction of an 

additio n a l c a r r i e r w i l l introduce a d d i t i o n a l transportation costs. 

Since the Connecticut limestone producer competes d i r e c t l y with 

southern limestone producers, i t is more l i k e l y that NS w i l l 

successfully br able to d i v e r t that business to an NS served 

southern o r i g i n . 

Attached as Exhibit 6 i s a v e r i f i e d statement from Specialty 

Minerals, Inc., the HRRC shipper, expressing concern about the 

t r a f f i c movement and doubt about the l i k e l i h o o d that the movement 

w i l l continue a f t e r the transactions are consummated unless the 

S.T.B. takes some protective action. 

The concerns of Specialty Minerals, Inc. and of Housatonic 

Railroad are not in any way a l l e v i a t e d by the responses of CSX and 

NS to interrogatorifiS addressing t n i s issue. When questioned about 

the projected t r a n s i t time and routing of t h i s t r a f f i c f ollowing 

the Acquisition, CSX responded that i t had not determined a 

projected routing beyond P i t t s f i e l d , Mass. nor a projected t r a n s i t 

time.^ 

NS responded by indica t i n g three a l t e r n a t i v e routings 
subject to negotiation with CSX and by in d i c a t i n g that NS would 
work to insure current t r a n s i t time and service r e l i a b i l i t y . 
Housatonic Railroad's F i r s t Interrogatories to CSX Parties, 
Interrogatory No. 16 and response thereto attached hereto as 
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When asked what steps would be taken to ensure t h a t rate 

levels f o r the Gypsum T r a f f i c are preserved at competitive levels 

a f t e r the current rate a u t h o r i t i e s expire, NS f a i l e d to responded 

and instead stated only that "NS intends that i t w i l l honor a l l 

current single l i n e Conrail rates that w i l l become j o i n t rates 

u n t i l t h e i r e x p i r a t i o n . " CSX stated more d i r e c t l y , but no more 

h e l p f u l l y , that CSX i s unable to state at t h i s time what rate 

actions, i f any, i t might take with respect to that t r a f f i c 

f o l l o w i n g approval of the transactions.^ 

When asked whether CSX or NS would attempt to d i v e r t the 

Gypsum t r a f f i c by o f f e r i n g lower rates from other o r i g i n s , NS 

re p l i e d t h a t NS does not know what rates, i f any, would be offered 

to Gypsum from an o r i g i n other than Canaan but that NS plans to 

take a l l steps necessary to move t r a f f i c i n an e f f i c i e n t manner. 

CSX responded that i t had not studied the s i t u a t i o n and i s unable 

to provide a response at t h i s time. 

The Gypsum Ohio business i s very economically important t o 

Housatonic Railroad and loss of the business would threaten the 

Exhibit 7 and Housatonic Railroad's F i r s t I nterrogatories t o NS 
Parties, Interrogatory No. 10 and response thereto attached hereto 
as Exhibit 7. 

® Housatonic Railroad's F i r s t I nterrogatories t o CSX 
Parties, Interrogatory No. 17 and response thereto attached hereto 
as Exhibit 7 and Housatonic Railroad's F i r s t I n t e r r o g a t o r i e s t o NS 
Parties, Interrogatory No. 11 and response thereto attached hereto 
as Exhibit 7. 

' Housatonic Railroad's F i r s t I nterrogatories t o CSX 
Parvies, Interrogatory No. 17 and response thereto attached hereto 
as L x h i b i t 7 and Housatonic Railroad's F i r s t I nterrogatories t o NS 
Parties, Interrogatory No. 11 and responsr thereto attached hereto 
as Exhibit 7. 
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f i n a n c i a l health of the company. During 1996, revenue from the 

Gypsum, Ohio limestone business accounted for 7.46% of HRRC f r e i g h t 

revenue.^° The t r a f f i c movws i n private zero mileage covered 

hoppers so there i s no car hi r e cost associated with the t r a f f i c . 

HRRC switches the shipper's plant for other business and there i s 

no measurable cost savings to reduce the revenue loss which the 

loss of the t r a f f i c would represent. 

During 1996, HRRC operated at a net loss. The net loss would 

have been s u b s t a n t i a l l y greater i f the Gypsum t r a f f i c had not 

existed. During "997, i t i s projected that HRRC w i l l operate at a 

small p r o f i t w i t h the Gypsum business but at i- net loss without the 

Gypsum business. 

COMMISSION AtTTHORTTY TO IMPOSE PROTECTIVE CONDITIONS 

The I n t e r s t a t e Commerce Act requires the Board to approve and 

authorize a transaction when " i t finds that the transaction i s 

consistent with the public i n t e r e s t " . m making th a t 

determination, the Board i s instructed to consider at least the 

°̂ V e r i f i e d Statement of Richard Apell, C.P.A. designated as 
highly c o n f i d e n t i a l and set f o r t h i n the highly c o n f i d e n t i a l 
appendix f i l e d with the Board. During 1996, Danbury Terminal 
Railroad Company (DTRR) operated a portion of the li n e s now 
operated by Housatonic Railroad Company, Inc, Both DTRR and HRRC 
were subsidiaries of Housatonic Transportation Company. As of 
January 1, 1997, DTRR merged i n t o HRRC. Unless otherwise indicated, 
a l l 1996 f i n a n c i a l data for HRRC i s consolidated with f i n a n c i a l 
date f o r DTRR. I f DTRR i s not included, Gypsum, Ohio t r a f f i c 
accounted for 21.66% of HRRC 1996 revenue. 

1^ V e r i f i e d statement of Richard Appel, C.P.A. 

12 49 U.S.C. 11324(c). 
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f o l l o w i n g : 

"(1) the -effect of the proposed transaction on the 
adequacy of transportation to the public; 

(2) the effeot on the public i n t e r e s t of including, or 
f a i l i n g t o include, other r a i l c a r r i e r s i n the area 
involved i n the proposed transaction; 

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

(4) the int e r e s t of r a i l c a r r i e r employees affected by 
the proposed transaction; and 

(5) whether the proposed transaction would have an 
adverse e f f e c t on competition among r a i l c a r r i e r s i n the 
affected region or i n the national r a i l system. 

The act states that "[T]he Board may impose conditions 

governing the transaction.... " i ' * but does not state the c r i t e r i a 

which the Board should employ i n imposing conditions. I t i s clear, 

however, tha t the r e s u l t i n g transaction must be consistent w i t h the 

public i n t e r e s t , and i t seems apparent t h a t the conditions 

themselves must be consistent with the public i n t e r e s t . 

I n determining whether proposed conditions are consistent with 

the public i n t e r e s t , the Board should consider not only the f i v e 

f a c t o r s which i t i s required to consider i n deciding whether the 

transaction i s consistent with the public i n t e r e s t , but i t also 

should consider the Rail Transportation Policy of the United States 

Governments^, the interests of the public as a r t i c u l a t e d i n the 

proceeding uy public o f f i c i a l s who submit comments, the f o s t e r i n g 

1^ 49 U.S.C. 11324(b). 

*̂ 49 U.S,C. 11324(C), 

5̂ 49 U.S.C. 10901a. See. Southern P a c i f i c Transportation 
Company v. I.C.C, 736 F.2d 708,716 (D.C. Cir. 1984). 
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and preservation of competition, and environmental goals. 

The Board has broad d i s c r e t i o n to impose conditions, so long 

as the conditions are consistent with the public i n t e r e s t . The 

Board has t r a d i t i o n a l l y exercised r e s t r a i n t i n imposing conditions. 

The Board's poli c y statement regarding the imposition of conditions 

i s set f o r t h at 49 C.F.R. 1180.1(d) as follows: 

The Commission has broad authority to impose conditions 
on consolidations, including those that might be useful 
i n ameliorating p o t e n t i a l anticompetitive e f f e c t s of a 
consolidation. However, the Commission recognizes t h a t 
conditions may lessen the benefits of a consolidation t o 
both the c a r r i e r and the public. Therefore, the 
Commission w i l l not normally impose conditions on a 
consolidation to protect a c a r r i e r unless essential 
services are affected and the condition: ( i ) Is shown to 
be related to the impact of the consolidation; ( i i ) i s 
designed to enable shippers to receive adequate service; 
( i i i ) would not impose unreasonable operating or other 
problems f o r the consolidated c a r r i e r ; and ( i v ) would 
not f r u s t r a t e the a b i l i t y of the consolidated c a r r i e r to 
obtain the anticipated public benefits. Moreover, the 
Commission believes that indemnification i s ord:' l a r i l y 
not an appropriate remedy in consolidation proceedings. 
Indemnification conditions can be anticompetitive by 
requi r i n g the consolidated c a r r i e r to subsidize c a r r i e r s 
who are no longer able to compete e f f i c i e n t l y i n the 
marketplace. 

In applying i t s policy, the I.C.C. and the Board have 

t r a d i t i o n a l l y recognized two types of pot e n t i a l harm from r a i l 

consolidations that warrant imposition of protective conditions to 

protect competing c a r r i e r s : (1) harm to essential services and (2) 

harm to competition. •'•̂  

The Commission must also consider the impact of any 
transaction on the q u a l i t y of the human environment and the 
conservation of energy resources. 49 C.F.R. 1180.1 (a) (̂ :) . 

"̂̂  See. Lamoille Valley Railroad Co. v. I.C.C. 711 F.2d 
295, 302 (D.C. Cir, 1983); Guilford Transportation Industries. Inc. 
— Control--Boston and Maine Corporation. Finance Docket No. 29720 
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Congress has at times noted i t s b e l i e f t h a t the I.C.C. 

[S.T.B.] should take an active role i n s t r u c t u r i n g transactions to 

advance the public i n t e r e s t . "The I.C.C. i s not intended to be a 

passive a r b i t e r but the 'guardian of the general public i n t e r e s t ' 

with a duty to see that t h i s i n t e r e s t i s at a l l times e f f e c t i v e l y 

protected."1® 

Both the I.C.C. and the courts have sometimes described the 

circumstances in which conditions should be imposed more broadly. 

For example, the D.C C i r c u i t Court of Appeals recently stated: 

[Tjhe Commission w i l l impose conditions only when a 
transaction threatens harm to the public i n t e r e s t , the 
conditions are operationally f e a s i b l e , they would 
ameliorate or eliminate the harm, and they would r e s u l t 
i n greater benefit to the public than detriment t o the 
transaction. 

As s p e c i f i c a l l y detailed below, the conditions requested 

herein are consistent with the public i n t e r e s t and operationally 

f e a s i b l e . In addition, the conditions, i f imposed, would r e s u l t i n 

public benefit and would i n no way i n t e r f e r e w i t h the public 

benefit to be obtained by the transaction. 

As indicated in d e t a i l above, Housatonic Railroad i s not a 

carr...er i n competition with Conrail. I t i s a c a r r i e r , but i t i s 

also a customer/shipper of Conrail and a partner with Conrail i n 

(Sub. No. 1), Finance Docket No, 29720 (Sub. No. 2), Finance Docket 
No. 29722, December 9, 1988, 1988 WL 225582(I.C. C. ) . 

1^ See. discussion and material c i t e d i n Lamoille Valley, 
at 322 and footnote 55, 

Grainbelt Corporation v. S,T.B.. 190 F.3d 794,796 (D.C. 
Cir. 1997) c i t i n g Union Pacific--Control--Missouri P a c i f i c ; Western 
P a c i f i c . 366 I.CC, 462, 562-65 (1982), 
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providing l o c a l r a i l service. As such, and i n the context of t h i s 

transaction, Housatonic Railroad i s a member of the general public 

which the Board has the mission and duty t o protect. The 

conditions requested herein w i l l help protect HRRC and CR/HRRC's 

customers from harms created by the proposed transactions and w i l l 

advance the public i n t e r e s t and the transportation p o l i c y of the 

United States. 

SPECIFIC REQUESTS FOR CONDITIONS 

I . ACCES.«; TO CONNECTING CARRIERS 

A. DESCRIPTION OF REQUESTED COND.TTION 

By notice dated August 21, 1997 (HRRC-2) Housatonic Railroad 

indicated i t s i n t e n t i o n to f i l e a responsive ap p l i c a t i o n seeking 

trackage r i g h t s over a portion of the Conrail Boston and Albany 

main l i n e which i s proposed to be transferred to CSX Corporation. 

In t h a t same notice, HRRC indicated that i t expected t o seek other 

r e l i e f i n the form of protective conditions, which other r e l i e f 

would not require the f i l i n g of a responsive a p p l i c a t i o n . 

By notice dated August 21, 1997 (NECR-2) New Englar.d Central 

Railroad ("NECR") indicated i t s intention to f i l e a responsive 

a p p l i c a t i o n seeking trackage r i g h t s over e s s e n t i a l l y the same 

por t i o n of the Conrail Boston and Albany l i n e over which HRRC had 

anti c i p a t e d seeking trackage r i g h t s . NECR also indicated that i t 

would seek a d d i t i o n a l trackage r i g h t s and other i - e l i e f . 

HRRC, a f t e r consultation with NECR, has determined that i t s 

objectives i n seeking trackage r i g h t s could be accomplished through 

a commercial arrangement with NECR, i f NECR i s successful i n i t s 
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trackage r i g h t s application. In addition, trackage r i g h t s by both 

HRRC and NECR would lead to additional p o t e n t i a l t r a f f i c on the 

l i n e and a d d i t i o n a l c a p i t a l investment i n equipment, both of which 

can be avoided by a cooperative arrangement. Accordingly, rather 

than submit a responsive application, HRRC submits these comments 

i n support of c e r t a i n portions of the NECR responsive ap p l i c a t i o n 

• 20 

seeking trackage r i g h t s , as more p a r t i c u l a r l y set f o r t h herein. 

I f the Board does not grant trackage r i g h t s to NECR between 

Palmer, Massachusetts and the Albany, New York area which w i l l 

permit HRRC, through a commercial arrangement with NECR to 

interchange t r a f f i c with NS, CP Rail and Spri n g f i e l d Terminal 

Railroad i n Albany, and with connecting c a r r i e r s at S p r i n g f i e l d and 

Palmer, HRRC requests that the Board order a protective condition 

as follows:^! 
A Haulage arrangement by CSX over the Boston-Albany Main 
Line (1) from P i t t s f i e l d t o the Albany, New York area for 
the purpose of interchange at Albany with connecting 
c a r r i e r s including, but not l i m i t e d to NS, CP Rail and ST 
Ra i l , and (2) from P i t t s f i e l d to Palmer, Massachusetts 
fo r interchange purposes at Palmer and intermediate 
points. 

20 HRRC supports the application of NECR t o acquire 
trackage r i g h t s between Palmer, Mass. and Albany, New York but 
takes no po s i t i o n with respect to other r e l i e f sought by NECR. 

21 As of the date of t h i s f i l i n g , HRRC and NECR have 
reached agreement i n p r i n c i p l e for a commercial arrangement under 
the terms of which NECR would haul t r a f f i c f o r HRRC. I f a 
commercial arrangement i s not f i n a l l y concluded, HRRC reserves i t s 
r i g h t to withdraw i t s support for the NECR proposal and t o seek the 
haulage remedy set f o r t h herein notwithstanding any r e l i e f which 
may be granted to NECR. 

22 For purposes of t h i s request the "Albanv Area" includes 
Albany, Sel k i r k , Mechanicville and Rotterdam Jct. The nature of 
the request i s t o provide the most e f f i c i e n t interchange location 
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B. REASON FOR THE REQUEST - HARM CAUSED BY THE PROPOSED 
TRAiNSACTION 

1. R a i i Competition a v a i l a b l e t o Competitors Disadvantages HRRC 
Customers' a b i l i t y t o Compete. 

As discussed above, i f the t r a n s a c t i o n s are approved as 

proposed, shippers c u r r e n t l y served by HRRC w i l l not b e n e f i t from 

the increased r a i l c o m p e t i t i o n which i s advanced by the pri m a r y 

a p p l i c a n t s as a p u b l i c b e n e f i t r e s u l t i n g from the merger. I n f a c t , 

the b e n e f i t s of com p e t i t i o n which w i l l accrue t o nearby com p e t i t o r s 

w i l l be harmful t o HRRC shippers because t h e i r c ompetitors w i l l 

en^oy lower r r a n s p o r t a t i o n costs. HRRC shippers can be expected t o 

experience a r e d u c t i o n i n revenue and p r o f i t as a r e s u l t of the 

merger. 

V e r i f i e d Statements submitted by the f o l l o w i n g shippers, and 

artar'r.ei as E x h i b i t 8, address t h i s concern: 

Kimberly Clark Corporation 
Q u a l i t y Food O i l s , Inc. 
Stevenson Lumber Company 
Weyerhaeuser Canada 
FIDCO 

T.'.e .--.ar- zz e f f e c t i v e c o m p e t i t i o n caused by these proposed 

tra.'.sactit.rs i s d i f f e r e n t from but j u s t as r e a l as the harm caused 

r_-.- i - -.ransaction which reduces c o m p e t i t i o n . 

2, 7h: : - . re t c extend R a i l Competition t o HRRC Damages HRRC's 
-j; • y t o Compete . 

J .cmg r a i l c o m p e t i t i o n i n HRRC's backyard but f a i l i n g 

t o extend the com.petition t c Housatonic R a i l r o a d , HRRC i s 
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disadvantaged as both a Conrail customer and as a c a r r i e r i n the 

f o l l o w i n g ways: 

( i . ) HRRC expects to receive less inbound t r a f f i c 
as a r e s u l t of a reduction i n business 
experienced by HRRC customers as a r e s u l t of 
the comp' .:itive transportation cost advantage 
to be experienced by the competitors t o HRRC's 
customers. 

( i i . ) HRRC expects t o experience a reduction i n 
t r a f f i c to i t s lumber reloading f a c i l i t y or a 
loss of Weyerhaeuser or other customers 
because of competitive pressures which those 
firms w i l l experience as a r e s u l t of 
competition from NS and CSX reload points 
w i t h i n the competitive zone west of the Hudson 
River. 

( i i i ) As outlined above, HRRC expects t o face 
predatory competition from transloading, 
reloading and d i s t r i b u t i o n f a c i l i t i e s located 
w i t h i n the HRRC market area but w i t h i n the 
r a i l competitive zone west of the Hudson 
River. HRRC expectt- NS, CSX and/ or pr i v a t e 
firms to compete successfully f o r HRRC 
business by r a i l truck transfer from those 
points. 

HRRC's i n a b i l i t y to compete e f f e c t i v e l y i s not the r e s u l t of 

i n e f f i c i e n t operation by Housatonic nor of natural t r a n s p o r t a t i o n 

b a r r i e r s . I t i s the r e s u l t of introducing competitive r a i l service 

w i t h i n a few miles of i t s r a i l l i n e while leaving Housatonic 

Railroad without any competitive a l t e r n a t i v e s . 

The harm derives d i r e c t l y from the proposed transactions. 

Currently, Conrail enjoys a v i r t u a l monopoly on r a i l service t o the 

HRRC market area. HRRC's only connection i s with Conrail. However, 

as a r a t i o n a l monopolist, Conrail has no incentive to disadvantage 

HRRC r e l a t i v e t o i t s other customers nor t o compete with HRRC fo r 

t r a f f i c . I f the transaction i s consummated as proposed, the new 
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competition which w i l l be created w i l l give both NS and CSX an 

incentive t o compete to take HRRC business f o r themselves. 

This i s not a t r a d i t i o n a l s i t u a t i o n i n which a merger i s 

claimed to have the r e s u l t of reducing competition. I t i s a 

d i v i s i v e transaction i n which competition i s created where none 

existed before. Such competition i s good. However, HRRC i s 

wrongfully harmed by being excluded from competition i n the same 

way as i t might be harmed i f e x i s t i n g competition were eliminated. 

HRRC i s not seeking indemnification or subsidy. HRRC i s merely 

seeking the opportunity to compete on a lev e l playing f i e l d . 

C. PUBLIC INTEREST AND APPROPRIATENESS OF THE PROPOSED CONDITION 
FOR ACCESS TO CONNECTING CARRIERS VIA HAULAGE ARRANGEMENTS 

I t i s clear that the request for a Haulage Arrangement with 

CSX s a t i s f i e s the four Board c r i t e r i a f o r imposing p r o t e c t i v e 

conditions i n general. 

1. As indicated above, the transaction as proposed 
threatens to harm the public i n t e r e s t by disadvantaging 
shippers/customers, including HRRC, who are s i t u a t e d j u s t 
east of the Northeast competitive zone. There i s r e a l 
harm t o competition. 

2. The conditions are operationally f e a s i b l e . Haulage 
r i g h t s are the least obtrusive method f o r obtaining 
access to ether connections. They do not involve 
operation over CSX by another c a r r i e r , create scheduling 
c o n f l i c t s , nor otherwise burden CSX operation. 

3. The proposed conditions would not eliminate the harm 
but would ameliorate the harm by providing access to 
competition at a reasonable cost. 

23 The trackage r i g h t s which NECR seeks may also s a t i s f y 
the c r i t e r i a . 
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4, The proposed haulage condition would r e s u l t i n 
benefit t o the public by providing increased competition 
i n r a i l transportation to an area which would otherwise 
not have the benefit of such increased competition. The 
proposed protective conditions would not i n any way 
reduce competition i n other areas nor otherwise cause 
detriment to the public benefits of the proposed 
transaction. 

In a d dition, the proposed protective condition enhances 

competition i n general and furthers the transportation p o l i c y of 

the United States. Not only does the proposed haulage arrangement 

foster competition by opening access to connecting c a r r i e r s i n 

order t o provide rate and service competition f o r e x i s t i n g r a i l 

business, i t also fosters competition for truck t r a f f i c i n c e r t a i n 

markets. 

As the v e r i f i e d statement of Stevenson Lumber Company 

indicates, there i s a large quantity of eastern Canadian spruce 

which i s imported i n t o the HRRC market area by truck. According to 

the v e r i f i e d statement, that t r a f f i c does not move by r a i l solely 

because of cost. A d i r e c t connection with CP Rail i n Albany by 

haulage and a connection with CN via NECR would enhance the 

p o s s i b i l i t y of constructing truck competitive r a i l f r e i g h t rates 

for t h a t t r a f f i c . I f successful, that additional t r a f f i c would 

benefit HRRC, CSX, and the other connecting c a r r i e r s as wel l as the 

lumber receivers on HRRC, without any cost to the primary 

Applicants and without s a c r i f i c i n g any benefit to be derived from 

the transactions. Such t r a f f i c would also advance the goals of 

N,A,F,T,A, and would reduce a i r p o l l u t i o n , reduce highway t r a f f i c 

congestion, and conserve energy to the extent t h a t t r a f f i c i s 

diverted from truck. 
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The r a i l t r a n s p o r t a t i o n p o l i c y of the U n i t e d States would be 

advanced i n the f o l l o w i n g ways: 

1. By a l l o w i n g , t o the maximum ext e n t p o s s i b l e , 
c o m p e t i t i o n and the demand f o r s e r v i c e s t o 
e s t a b l i s h reasonable r a t e s f o r t r a n s p o r t a t i o n by 
r a i l . 2 4 

2. By ensuring the development and c o n t i n u a t i o n o f a 
sound r a i l t r a n s p o r t a t i o n system w i t h e f f e c t i v e 
c o m p e t i t i o n among r a i l c a r r i e r s and w i t h o t h e r 
modes, t o meet the needs of the p u b l i c and the 
n a t i o n a l defense. 

3. By avoiding predatory p r i c i n g and p r a c t i c e s and 
avoi d i n g undue concentrations of market power. 

4. By f o s t e r i n g sound economic c o n d i t i o n s i n 
t r a n s p o r t a t i o n and ensuring e f f e c t ^ ' - ^ c o m p e t i t i o n 
and c o o r d i n a t i o n between r a i l c a r r i e r s and other 
modes. 2"̂  

5. By encouraging and promoting energy c o n s e r v a t i o n 
p o l i c i e s . 2 ^ 

I n a d d i t i o n , t h i s request f o r p r o t e c t i v e c o n d i t i o n s i s 

supported and endorsed by the C o a l i t i o n of Northeastern Governors 

who are f i l i n g separate comments simultaneously w i t h t h i s f i l i n g . 

I I . GYPSUM, OHIO SWITCHING CHARGE 

A. DESCRIPTION OF REQUESTED CONDITION 

HRRC requests the Board t o order a p r o t e c t i v e c o n d i t i o n t o 

preserve through r a t e competitiveness f o r the limestone t r a f f i c 

2** 49 U,S,C, lOlOi? (1) , 

2^ 49 U,S,C, 10101a(4), 

26 49 U,S,C 10l01a(13) . 

2'̂  49 U.S.C. 10101a(5) . 

49 U.S.C. 10101a(15). 
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from Canaan, Connecticut t o Gypsum, Ohio i n order tc preserve the 

v i a b i l i t y of the t r a f f i c f o r the benefit of the shipper and f o r the 

benefit of HRRC. S p e c i f i c a l l y , HRRC requests the foll o w i n g 

protective condition: 

An order establishing a switching charge t o be 
chargec by NS to CSX for switching cars between 
Cleveland, Ohio and Gypsum, Ohio for e x i s t i n g 
limestone t r a f f i c o r i g i n a t i n g on HRRC, interchanged 
by HRRC with CSX, and terminating a t Gypsum, Ohio. 

B. REASON FOR THE REQUEST - HARM CAUSED BY THE PROPOSED 
TRANSACTIONS - APPROPRIATENESS OF THE REQUESTED REMEDY 

As discussed above, i f the Transaction i s approved as 

proposed, the t r a f f i c movement i s l i k e l y t o be diverted t o another 

o r i g i n because of the introduction of a t n i r d c a r r i e r and a second 

class 1 c a r r i e r i n the route. Such a t r a f f i c diversion w i l l be a 

d i r e c t r e s u l t of the Transaction and w i l l harm both the shipper and 

HRRC. 

The request s a t i s f i e s the four Board c r i t e r i a f o r imposing 

protective conditions. The harm to the shipper i s a d i r e c t r e s u l t 

of the proposed Transaction. The condition i s c l e a r l y 

operationally feasible. The proposed conditions would not 

eliminate the harm out would ameliorate the harm by allowing 

Specialty Minerals, CSX and HRRC t o j o i n t l y compete f o r the 

business on a reasonable basis. The proposed condition would not 

in any way reduce competition i n other areas nor otherwise cause 

detriment t o the public benefits of the proposed transaction. 

A remedy i s required t o address the harm to competition caused 

by the Transaction. 
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I I I . COMMODITY RATE EQUALIZATION 

A. DESCRIPTION OF REQUESTED CONDITION 

HRRC requests the Board to order a protective condition to 

preserve and establish certain commodity rate equalization between 

stations of HRRC and p o t e n t i a l l y competing Conrail s t a t i o n s which 

are proposed to become CSX stations. S p e c i f i c a l l y , HRRC requests: 

An order requiring that CSX maintain t h r u class and 
commodity rates to HRRC Connecticut and Western 
Massachusetts stations f o r p l a s t i c , lumber and 
other forest products, which are no higher than i t 
maintains to former CR stations i n Connecticut and 
Western Massachusetts, with revenue between CSX and 
HRRC to be divided i n accordance wit h e x i s t i n g 
d i v i s i o n agreements between HRRC and CR, This 
provision s h a l l apply both to t r a f f i c governed by 
t a r i f f s and c i r c u l a r s and to t r a f f i c governed by 
contracts and quotes for shipments of the same 
class of commodities from the same o r i g i n . Western 
Massachusetts s h a l l consist of Berkshire and 
Hampden Counties. 

B. REASON FOR THE REQUEST - HARM CAUSED BY THE PROPOSED 
TRANSACTION - APPROPRIATENESS OF THE REQUESTED REMEDY 

In the case of lumber and other building materials, shippers 

on HRRC compete regionally. I f through f r e i g h t rates f o r lumber to 

HRRC stati o n s are higher than rates to CSX/CR stations i n the same 

region, HRRC customers w i l l be disadvantaged r e l a t i v e t o customers 

served by CSX. The v e r i f i e d statements of Stevenson Lumber and 

Weyerhaeuser Canada attached hereto as Exhibit 8 address that 

concern. 

As set f o r t h above i n the discussion concerning the 

r e l a t i o n s h i p between HRRC and Conrail, HRRC i s unable to 

e f f e c t i v e l y compete with Conrail. However, Conrail can e f f e c t i v e l y 
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compete against HRRC. That i s especially true i n the case of 

commodities which are easily transported by truck or by r a i l / t r u c k 

t r a n s f e r , such as lumber and p l a s t i c . The problem i s even more 

acute when the commodities are shipped to HRRC by r a i l f o r f u r t h e r 

d i s t r i b u t i o n , as i n the case of Housatonic's lumber reload 

f a c i l i t y . 

CSX w i l l i n the future, i f the Transaction i s approved, be 

able t o harm the competitive position of HRRC and HRRC's lumber 

customers and to d i v e r t lumber and certain other commodity t r a f f i c 

from HRRC stations to CSX stations by maintaining lower through 

rates t o CSX stations than are maintained to HRRC sta t i o n s . 

Conrail has generally refrained from doing so. 

Certain rate and d i v i s i o n arrangements with Conrail were 

acquired from Boston and Maine Railroad i n connection with the 1991 

l i n e sale by Boston and Maine to HRRC, and cer t a i n understandings 

between HRRC and CR arose i n connection with the 1992 l i n e sale by 

Conrail t o HRRC. Some of those arrangements .ind understandings 

deal d i r e c t l y or i n d i r e c t l y with the rate equalization issue. Some 

are l e g a l l y binding as contracts and some are not. 

Notwithstanding the extent of e n f o r c e a b i l i t y of the 

arrangements, Conrail has been precluded from competing with HRRC 

because of the partnership r e l a t i o n s h i p which exists between CR and 

HRRC. As a r e s u l t , rate equalization currently e x i s t s , i n almost 

a l l cases, f o r lumber and plywood. Furthermore, when opportunities 

to e stablish reloading, transloading or d i s t r i b u t i o n f a c i l i t i e s 

have arisen, Conrail has been careful to equalize through rates to 
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p o t e n t i a l HRRC locations and to CR locations which p o t e n t i a l l y 

compete with HRRC locations so tha the location decision can be 

made on factors other than r a i l f r e i g h t rates. 

When equalized through rates are put i n place t o HRRC 

stati o n s , the d i v i s i o n of revenue i s determined by agreement 

between CR and HRRC or, f a i l i n g agreement i s governed by an 

established c o n f i d e n t i a l d i v i s i o n a l basis CR60050. 

With the p a r t i t i o n of Conrail, CSX should l o g i c a l l y assume the 

po s i t i o n of CR as a partner or j o i n t venturer with HRRC and should 

assume the partnership duties of CR to r e f r a i n from competition and 

should honor the rate equalization understanding and the e x i s t i n g 

d i v i s i o n a l r -rangement. Unfortunately, CSX appears t o construe i t s 

duty more narrowly. 

In response to an interrogatory asking whether CSX w i l l 

e s t ablish and maintain higher through freig".t rates f o r p l a s t i c , 

lumber and forest products to HRRC Connecticut and Western 

Massachusetts stations than to CSX stations i n those areas, CS.X 

responded th a t " I t i s possible that Connecticut and Western 

Massachusetts shippers of p l a s t i c s , lumber and other forest 

products located on HRRC w i l l face higher rates than Connecticut 

and Western Massachusetts shippers of those commodities located on 

CSX as a r e s u l t of HRRC's revenue requirements and other 

factors."2^ 

In response to an interrogatory asking whether CSX w i l l assure 

2̂  Housatonic Railroad's F i r s t I n t e r r o g a t o r i e s t o CSX 
t^arties. Interrogatory No. 3 and response thereto attached hereto 
as Exhibit 7. 
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HRRC t h a t , a f t e r the Transaction i s implemented, CSX w i l l not, 

without agreement with HRRC, attempt to decrease HRRC's proportion 

or percentage of revenue on current t r a f f i c movements, CSX 

responded th a t CSX w i l l honor e x i s t i n g Conrail contracts f o r the 

remainder of t h e i r term but "CSX w i l l not provide any other 

assurances with respect to HRRC's proportion or percentage of 

revenue. "•'̂  

A f a i l u r e by CSX to assume the contractual, d i v i s i o n a l and 

partnership obligations of Conrail and t o maintain rate 

equalization between HRRC stations and p o t e n t i a l l y competing CSX 

statio n s w i l l r e s u l t i n irreparable harm to the a b i l i t y of HRRC to 

compete f o r new and ex i s t i n g business. 

The request s a t i s f i e s the four Board c r i t e r i a f o r imposing 

p r o t e c t i v e conditions. The harm to the shippers, including 

s p e c i f i c a l l y HRRC's lumber customers and HRRC-'i, i s a d i r e c t 

r e s u l t of the proposed Transaction, The condition i s c l e a r l y 

operationally feasible. The proposed conditions would eliminate 

the harm and would increase competition. I t would not i n any way 

reduce competition i n other areas nor otherwise cause detriment t o 

Housatonic Railroad's F i r s t I n t e r r o g a t o r i e s t o CSX 
Parties, Interrogatory No, 4 and response thereto attached hereto 
as Exhibit 7, 

3-1 HRRC serves the following lumber customers d i r e c t l y : 
Georgia P a c i f i c Company, Stevenson Lumber Company and Wickes 
Lumber, Through i t s lumber reload center HRRC serves Weyerhaeuser 
Canada, Saxonville USA and other customers. Lumber business 
accounts f o r approximately 34% of HRRC's inbound cars and 28% of 
HRRC's revenue, as set f o r t h i n the v e r i f i e d statement of Richard 
J, Apell which i s c l a s s i f i e d as highly c o n f i d e n t i a l and i s part of 
the highly c o n f i d e n t i a l Appendix submitted to the Board. 
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the public benefits of the proposed transaction. 

ESSENTIAL SERVICES BASIS FOR IMPOSING CONDITIONS 

A l l three of the requested conditions - Haulage Arrangements; 

Gypsum, Ohio Switching; and Rate Equalization - address harm t o 

competition caused by the Transaction, In each case the harm w i l l 

be suffered both by HRRC's customers and by HRRC, which should be 

considered a Conrail customer. In each case there i s an adequate 

and s u f f i c i e n t reason and basis f o r the Board to impose the 

conditions which are requested. 

In addition to the reasons previously set f o r t h , there i s an 

Essential Services j u s t i f i c a t i o n for the requested action. The 

f i n a n c i a l condition of Housatonic Railroad should be regarded as 

f r a g i l e . Driving each of the years 1995 and 1996, HRRC experienced 

a net loss. In 1997, the company's p r o f i t a b i l i t y has turned around 

and f o r the f i r s t three quarters of 1997, HRRC has a small net 

income. Actual income figures are set f o r t h i n the v e r i f i e d 

statement of Richard J. Apell, the company's c o n t r o l l e r , which 

statement i s designated highly c o n f i d e n t i a l and i s a part of the 

highly c o n f i d e n t i a l appendix f i l e d with the Board. 

I t i s clear from the above discussion and even clearer from 

the f i n a n c i a l data that even a small loss of t r a f f i c has the 

po t e n t i a l of jeopardizing the f i n a n c i a l health of Housatonic 

Railroad. The protective conditions requested herein are necessary 

to preserve the long term f i n a n c i a l v i a b i l i t y of Housatonic 

Railroad. 
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ESSENTIAL SERVICES BASIS FOR IMPOSING CONDITIONS 

A l l three of the requested c o n d i t i o n s - Haulage Arrangements; 

Gypsum>, Ohio Switching; and Rate E q u a l i z a t i o n - address harm t o 

comp e t i t i o n caused by the Transaction. I n each case the harm w i l l 

he s u f f e r e d both by HRRC's customers and by HRRC, which should be 

considered a C o n r a i l customer. I n each case there i s an adequate 

and s u f f i c i e n t reasoi. and basis f o r the Board t o impose the 

co n d i t i o n s which are requested. 

I n a d d i t i o n t o the reasons p r e v i o u s l y set f o r t h , t here i s an 

Es s e n t i a l Services j u s t i f i c a t i o n f o r the requested a c t i o n . The 

f i n a n c i a l c o n d i t i o r ; of Housatonic R a i i i o a d should be regarded as 

f r a g i l e . During each of the years 1995 and 1996, HRRC experienced 

a net l o s s . I n 1997, the company's p r o f i t a b i l i t y has turned around 

and f o r the f i r s t three quarters of 1997, HRRC has a small net 

income. A c t u a l income f i g u r e s are set f o r t h i n the v e r i f i e d 

statem.ent of Richard J. A p e l l , the company's c o n t r o l l e r , which 

statement i s designated h i g h l y c o n f i d e n t i a l and i s a p a r t of the 

hi::r.ly c o n f i d e n t i a l appendix f i l e d v;ith the Board. 

I t i s c l e a r from the above di s c u s s i o n and even c l e a r e r from 

the f i n a n c i a l data t h a t even a small loss of t r a f f i c has the 

p o t e n t i a l of j e o p a r d i z i n g the f i n a n c i a l h e a l t h of Housatonic 

R a i l r o a d . More s i g n i f i c a n t l y , any a c t i o n which jeopardizes 

Housatonic's v i a b i l i t y could severely harmi or put out of business 

customers dependent upon Housatonic's s e r v i c e s . For example, one 

i t s customers, S h e f f i e l d P l a s t i c s , Inc., has submitted a V e r i f i e d 

Statement attached as E x h i b i t 9, s t a t i n g t h a t l o s s of r a i l s e r v i c e 
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would s e r i o u s l y a f f e c t S h e f f i e l d ' s a b i l i t y t o continue t o operate 

and compete i n the marketplace. The p r o t e c t i v e c o n d i t i o n s 

requested h e r e i n are necessary t o preserve the long term f i n a n c i a l 

v i a b i l i t y of Housatonic R a i l r o a d . 

SUMMARY OF RELIEF REQUESTED 

Housatonic R a i l r o a d Company hereby requests: 

1. That the Surface T r a n s p o r t a t i o n Board approve 
t h a t p o r t i o n of the Responsive A p p l i c a t i o n 
f i l e d by New England Central R a i l r o a d seeking 
trackage r i g h t s f o r New England Central 
R a i l r o a d between Palmer, Massachusetts and 
Albany, New York f o r the purpose of 
interchange w i t h connecting c a r r i e r s . 

2. That the Surface T r a n s p o r t a t i o n Board r e q u i r e 
CSX t o ent e r i n t o a Haulage arrangement on 
reasonable terms w i t h HRRC, under the terms of 
which CSX w i l l haul HRRC t r a f f i c over the 
Boston-Albany Main Line (1) from P i t t s f i e l d t o 
the Albany, New York area f o r the purpose of 
interchange at Albany w i t h connecting c a r r i e r s 
i n c l u d i n g ^ but not l i m i t e d t o NS, CP R a i l and 
ST R a i l , and (2) from P i t t s f i e l d t o Palmer, 
Massachusetts f o r interchange purposes at 
Palmer and in t e r m e d i a t e p o i n t s . 

3. That the Surface T r a n s p o r t a t i o n Board r e q u i r e 
the establishment of a reasonable s w i t c h i n g 
charge t o be charged by NS t o CSX f o r 
sw i t c h i n g cars between Cleveland, Ohio and 
Gypsum, Ohio f o r e x i s t i n g limestone t r a f f i c 
o r i g i n a t i n g on HRRC, interchanged by HRRC w i t h 
CSX, and t e r m i n a t i n g at Gypsum, Ohio. 

4. That the Surface T r a n s p o r t a t i o n Board issue an 
order r e q u i r i n g t h a t CSX maintain t h r u class 
and commodity r a t e s t o HRRC Connecticut and 
Western Massachusetts s t a t i o n s f o r p l a s t i c , 
lumber and ot h e r f o r e s t products, which are no 
higher than i t niaintains t o former CR s t a t i o n s 
i n Connecticut and Western Massachusetts, w i t h 
revenue between CSX and HRRC t o be d i v i d e d i n 
accordance w i t h e x i s t i n g d i v i s i o n agreements 
between HRRC and CR. This p r o v i s i o n s h a l l 
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apply both to t r a f f i c governed by t a r i f f s and 
ci r c u l a r s and to t r a f f i c governed by contracts 
and quotes f o r shipments of the same class of 
commodities from the same o r i g i n . Western 
Massachusetts shall consist of Berkshire and 
Hampden Counties. 
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Respectfully submitted, 

Atty. Edward J. Rodriguez 
P.O. Box 298 
Centerbrook, Conn. 064 09 
(860) 767-9629 

Attorney f o r : 
Housatonic Railroad Company, Inc, 

C e r t i f i c a t e of Service 

I hereby c e r t i f y that a copy of the foregoing Request f o r 
Conditions and Comments has been served upon a l l p a r t i e s of record, 
as amended, by U>S> mail, postage prepaid, t h i s 21st day of 
October, 1997. 
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EXHIBIT 1 

CONRAIC 

September 29, 1995 

Edward Rodriguez 
General Counsel 
Housatonic K R. 
P. 0. Bo.x 537 
Old Saybrook, CT 06475-

Dcar Ed 

Over the past few niontlis Couraii lias been listening to our ShortLine connections about UJC need 
to strengtlien our partnerslup and develop a closer working relationship As a result, one of tiic 
programs tJiat we are iiUroduemg is tlic Short Line Account Executive Program. 

WitJi this program, each and every Short Line comiecting to Conrail will have one single point of 
contact w ithin Conrail Lacli has been assigned to one of die nicmbcrs of die Short Line Marketing 
SlafT, llicsc arc people who arc veterans of Conrail and are knowledgeable ajid skilled in dealing 
widi your needs Tliey will also continue to work together as a group to deal wUli tJiosc issues 
which involve die general Short Line conununity. 

Their responsibility will be lo foster conuiiunication between the two companies and to assist Uic 
f hort Lines m evcr> wa) possible in maintaining and developing rail business You can expect to 
lave direct conuct with >our account executive Uirougli meetings, visits, phone conferences, ete. 
As vour initial contact, Uie> are here lo help to resolve operating issues Uial mlerfere wiUi clTicicnt 
serv ice to ) ou and ) our cuslomers, to assist in die ideiuification of new business aJid to act as a 
liaison between the Short Line and die Conrail Maiketing Department in Uic development of 
service and rate packages All questions and issues relating lo billing, service, reporting, etc. will 
be able to be funneled Uirougli Uiis one person, Uiereby simplifying your cfTorts and cxpcdiling Uic 
resolution of any problems Uiat may occur. 

Wc arc confident that )ou will fini! Uiis arrangement to have great benefit in your future dealings 
wiUi Conrail At Uie end of 1995 we will be surveying you to see how Uie program is working and 
to solicit >our suggestions fc; improvements 

Your Account E.xccutn e will be Pat Pilla, at (215) 209-774(>. You will be conUcted by Pat in the 
next few weeks, but in Uie nicantime. do not hesitate to call her wiUi any of j our questions. 

Sincerely, 

Wayne Michel 
Senior Director, Short Line Network 
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and swtuli c.itrteis In .Hie,"! .ind miet.H 1 w ill i C nni.ill's iii.it kcliitg nllii lals Citveii nut 

inleiilion m keep the intilcietiie lov uscil on i.omtiicii. t.il issues, wc 

will conunue lo hold rif;Hiii.il iiiccim^s m pigi, u> disi uŝ  opei.i 

Itnn.il mallets ih.n i.,m he hcsl .iddtcsscd ,11 llic loi.il lc\cl, 

W'e will .ilso piin ide lime lot you 10 discuss husiness 

oppnrluttilics mdt\idu.ill'. w uh kc\ m.itkclmj; coiiLats .11 C oiiiail 

1 Ills lac c-U>-lace iiilci aciion tec cued posil ivc ion 1111c ills ,11 ilie 

jiicvious iiiecling wiili su^esiioiis m i oiilmuc the loi m,il 

We h,i\e held .1 him k ol looms ,11 ilie W yn .Ill,1111 I i.inklm 

riaz.i I Intel, .llld wc tccnnmiciid \iv.i m.ike icsciv.iiiniis eaily, as 

accoiiitnodaltons in ihc rittl.idelplii.i ,11c.1 .ue Inxommj; uu le.is-

ingly dilficult lo loe.ilc SMUC the o|iciiini; ol lhe new i niivciuion 

i.cnlci kibl ycai I uilliei ilclails u ill he seiu c.iily tic.M yeat 

Panel VoluntMM 

iv good men or 

stness oevelopi 

Account E x e c u t i v e I he );co>',i,iphK loc.uion nl c i J i shon line delei mined lhe 
P r o g r a m 
• M I M M M B ^ H H I ^ ^ B .1 s.i'jimcill In ,1 p.lllKul.ll Acinuiil k.xceulivc tSct'liic llsllllt; 

Ii'i ;M,I;I' / 0/ ilic ,Sli(i»( Imc Mill/>•( (llli:/VnuuU l : \ i \Mi \ i s and 

then re i ; i i " i ' . I io'^vcvei, he .iwatc lhal ihc di\ ision.il loi iiiul.i i^ iiol .ilways u.scd lo 

dclermmc assi,t;ntiieiHs, II .1 i . t t i i i 1 is p.m nl a kiiiiily ol slinti lines, then lhe Aicnunl 

l.xccuinc icspnnsihic loi niie l.miiK in.id, will .ilsn U' the pninl-nkcniuacl Ini ihc in.ids 

lhal belong to ih.il l,imil\ Wc will he sui\c\i i ig you m .1 lew motillis lo sec how lite 

ptogiam IS wnikmg ,\\ lli.ii ume, il wc need lo make ih.mgcs in lhe pingiam In eiisutc 

adcqu.ile tovcnigc nl .ill sliml lines, uc sli.ill do sn I ' l i l i l ihcii, please gel lo know \oui 

Accouiil 1 .xciulivc .llld begin lhe ptoicss ol ediic.iliii); ihciti .iboul your i.iilio.id 
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chonget 

CONRAIL 

CryvJid<it«d fo.l Corpoialion 
Shl j r l U n t Morke ' iMt j 

7001 AAorV*! SKMI. 

PK.kxJslphio PA WlCl lA'M 

io^in T t aa l r r , t d . l o i 

| ; 1 i l ;'0V.5664 

SPRING 1993 

Contaii'.'i Shoii Urie MiiUcung oi^nuiuoa itid oar 

DivKion bales urm have bfcn coiiibmcd in iocyyiinoM 

of the irnpi.">nanse of our rei.;iLiul [:'anriet> anii c '-iian.rr, 

hif dancka C MolfiU bas been appoiiiicd Director, Dwion Markelinj; and Sales, to 

lead die group and is rcpoiunj ic Maii-iiiic Gregory, AVT 1 OIPM and Manufaciuicd 

Pioducu Business Group Fiidsncka moM recently seived on Conrail s Corporate 

Quality Council, cirating ihc s.r\jciure ac.-i piotcis tot unplrmeming Coniinuous 

Qualny Imrrovcrncru (CQl) ai Cunia l̂ She lus been a Sales Diiecicr and a Markeung 

Manager al Conrail 

Joining her tn lhe new organwauon ate 

Kel MjcKavanag,h and \jirty De Young, boiti Dircciois. 

Shon Line Marketing John T. Leahy, Maruis< i , -Shon 

Line Adirnniit.aiK'n. Jun Conw.iy. Account Ixecuuve 

Division Sales. PhiladelphiA, Lena DiSimone, Atrovmt 

Dietuiivc Dn-Tston Sales, Inrliarupolis. and CJHOI Yupco, 

Account L.vccutivT-Divisit>n S;ilcs, Albany 

Kel, Larry and Joliii will continue to be 

aviilaWc lo pioride shon lines wiili the informal ion 

needed tn do business witli Conrail, lo answer 

que"iiions, and to lesolve issues that arise Ihe Diviiion 

Sates Account txecuiivrs can help with conunerusl 

developmeni oppoitunitie;. in liicit geogiapinc areas 

But most imporuntly the group will fontuiuc to 

examine our business processes and consult with short 

line executives to idtiiufy wa/s iliai Conrail can work 

mote ellf ctivcly with short lines f BTntuigrwrg 

B m f RMitMMH Prontpt 44 

c y o t W »t»i<*. 
Dial yovr Cu»»o"»« Swv'ics 
ReprMtnkiIra* ( i W p t 4D) 
or wait Ky oMaAmca. 

M»odguar1er»Contoct»_ _ 
' ConKili(^l«<l Rail CcpofiTtion 

aOOl Morkel Slie«t, ?4W 
P O BoK 41424 
M«lofWphia. PA 19101 U 7 4 
risX: 1215) 209 7687 or / / 4 8 

Katvin L. MwcKovrmoyh 
(215) 209.5655 

l o r r y A. D«Teur«g 
(215) 209 5657 

John T. Uohy 
P151 209 .̂ (S64 

Cw i i l omer Serv i ce C * ; " " * * ^ ! 

Assistonc* al Conrail is a< yo*" 
tingv^'ipi wiih a loof Ktene pi\on« 
and fm totiow'nu mtmbet. 
l-eOO-ACnONl (1.6002264661) 

For aMi»»ot»e# in 

t r t t i L h u r i f f ro i rp i 10 

I. Gar TreOng Fron<p« 11 
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Exhibit 2 

CSX 
TRANSPORTATION 
John Q, Anderson 
Execoiivo vice Preocionf 
Sal9t & MoiV»nng 

500 Water Street - Jl20 
JtXktonvtie. f i 32202 

June 23. 1997 

Dear Conrail Customer 

1 am sure that as a Conrail customer you have a keen interest the plan put forward by CSX 
Corporation and Norfolk Southem to acquire and divide Conraii's assets and operations As you are 
probably aware. Conrail shares are now held in a joint voting trust pending federal regulatory approval of 
the acquisition Today, CSX and NS filed a joint application with the Surface Transportation Board, an 
action which started the clock ticking on the agency's 350-day review period Because our proposal will 
create the most balanced, competitive transportation marketplace shippers and receivers in the eastern 
United States have ever had access to, we arc confident our application will be approved 

The joint application includes CSX's formal plan for operating the portions of the Coiu-ail system 
wc propose to integrate into the CSX network. Jt details our plan to use the best routes available on the 
combmed system, to eliminate interchanges that might have slowed trafik movement in the past and lo 
upgrade the infrastructure to insure that traffic blends smoothly 

The operating plan was developed wnth the needs of Conraii's customers firmly in mind Once the 
acquisition is complete, CSX will compete hard to earn your business In addition to expanding the 
breadth of our service area, implementation ofthe plan will position CSX to offer you reliable, truck-
competitive, single-line rail service to new markets. Across the entire expanded CSX network, our goal 
will be to deliver unprecedented value for your transportation dollar. 

Even before beginning operations in new areas, we want to learn more about your transportaiion 
needs and how CSX can offer the services that will meet them Wc will be introducing ourselves to 
Conrail customers wc liave not worked with in the past over the next few months In the meantime, I am 
committed to keeping you informed In a few days, you will receive additional information about the 
impact the operating plan filed today will have on our service and the expected benefits that will result 
More details, iî cluding portions ofthe application itself, are available on the internet at tlie CSX home 
page at www.csx com 

As we prepare to bejjin operation as the "new" CSX, wc look forward to working with you 

Sincerely, 

John Q. Anderson 

2-1 
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TRANaURlAnON 
John Q Anderson 
f «t<>:uti«>i -/i.;e I'fnvnFint. 

September 11 1^97 

Mr, David Dannin 
Vice President 
FairTieltJ Processing Corporation 
08 Rose Hill Avenue 
Uanbury. CT 06810 

Dear Mr Danmn. 

The proposed CiiX/Conrail acquisition ,s a complex trnnsacnon with a 
5 mp . aim restoring balance m the eastern transportation marketplace by 
creating competition and better serving rail customers. ^ 

. nHnrJ^^ H ^ ' T ^ . ^ ^ ^ " ' ^ ' " o " ^ffe.^. mgHy benefits and we re anxious to or.f 
underway Out befoie we come to market in your area, we would like to mtrodnrp 
ourselves and begin learning about your ousiness We want to meet ou Ind w' l 
host a customer bnefing session at 10.30 am September 17 at fhe CroTne Plaza 
I Z T n '^^"^ '^^"^et ts . Lunch will be served atter t o " 

acQu r l out cart"o. 0 " ' " ' ^ T Our plan for 
acquiring our part of Conrail, a discussion of our propcsed operalinn aooroach in 
ŷ Dur area, and a question and answer penod. Please plan tolofn us ^ 

We h^ve teams already at work to ensure the combination of CSX and 
ConratI goes smoothly and avoids disruption. We plan to incorporate the best 
practices of ConraU with those of CSX, remembering that our goal is to provide 
you w.th the best value for your tronsportat.on dollar You can he p us Shortfv 

w "s^e ' toTef " I ' ' ' ' ' ' ' ^"^^^"^^^ - ' ^ - ^ we hope 0 ? will use to tell us more about your needs and expectations 

t o i u r n i n l T . ^ ! ^ ^ ^ " " i T ' ^ ' ^ ^ ^^^^ Colleagues can attend by 
ro<urn,ng the enclosed Utx sh-et by September 15. 1997 I looK fon/vard to 
seeing you m Worcester 

John Q .^nr^er^on 
Executive Vies President 
Gcb^j d Markeiing 
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Edward Emmett: In his own words 

'"Our system a 
throwback to an carlkr mi.' 

rdwaid M Enuiten, pr^Mdent of t>ie Nauonal 
indusuuil Trajisponaijoit li-apie, the nation s 

oia«t and largest shtppeis ^ : ' ' ' ' ' ' } ' ^ ' ' f T l 1 ^ t 
Ihe JouniaJ of Comme.ce fiditonaJ board m Neu 
York retcntJy He was ask.d about several issues 
the udQuentiaJ NTI Ixaguc >ia<. lakci. up. includ­
ing lis Ipadms role ui pushing Cotifiioss to tur 
tlier dercgulare ocean shipping 

In a w>de-raiipiiig uiien.icw, hr also spoke 
abo -t lhe UPS saike and its impact nn M l 
LeSKue members, stuppcrs- growint; uucrt-st in 
an cargo poUc^ and why his ftssotiautn, it̂ oks 
f,stjrablv on CSX and .\otfolk -Southc.n s plan to 
divndc up Coruail. 

QWhat iwe some of Oie big 
rai) tMues NH Leaf^ue 

members ax* dealing »iUi? 
Thevp bl? ptoblptns out 

\Ve,q. \\> stalled gemng phone 
calls 'in .'August) Uiat shippers 
Ul the Houston aiea were very 
concmed ovei the UP's poor 
lail sê •̂ice We stalled check 
tiip, a;id louJid out liiere are 
slu'ppcTs -A+.i; K i V horror 
storips like a rail car iliey cx 
peacd Ul five days was takins 
five weeks, (oi; some not sliow-
mg up at all 

• > • 

C.<iX and Norfolk 
Souihem s plan to divlUe up 
Conrail? 

Not cvrrybody is f.nuM'. '0 Kt; 
better rail servnce. und not cv 
et7body is going to f.et more 
service, bui tl you look at tlie 
big picture i>icy (C^X and Noi­
folk Stiuthtml are doiitp what 
shippers have asked to have 
done (or yeaiS K you ate sole 
strvrd by Cotuail now. and you 
will be sole-served by Norfolk 
Souiheni alter Uie merger, ate 
yini happier' lliey .ill sny 'ys ' 
! in not pickiiic on Conrail. but 
that IS the general fceluiR 

Tlic only shippers who seeru 
to havr some diltkiilty ,iic 
* ' l I ' M '"ihaiiapoUs, whcio 

thev are Eoinj; from two (i.-ul-
roads! to one ihc Hulfalo area 
also has some concems 
Ificy re upset about theu 
svNitch charges ^nd U êa thete 
aie some individual .shjppeis 
ih»t light now tiave Inteihno 
service that when ilus is all 
sail' snd done ate RoinK, to 
ha .e sinjde luie service vvilh 
o If railroad, wheieas befoic 
they wcte able lo set coir.pcti 
tors off af.aijist each other. AJi 
in all. 11 is an emuely dUfcreiii 
sinration fjorn any of the uthei 
meif,eis because it is climuiat 
ing a niooopoly and putting: 
iwo lailryads in. 

• • • 

SDo you think, there vnU be 
a merger of e«*t oiid west 
0»d4? lohn Snow (cliirf 

executive of CSX) toW us fie 
tbouRht that would cventu«Uy 
occur. 

1 think it will happen But 
tlicic is no reason lot it to hap­
pen If you look at uaffic pat-
terns. West Coast to Last Coast 
lialUc IS not iliai bip, a deal 
But tlie fiisi time ilicre is one 
meipei. then you will see a sec 
ond ineip.er My picdicuon for 
years was that you would fiavp 
two pAit wesi and oii<' riortfi-
snuih lavlroad down the ituddlc 
of iJie couniiy. 

Edward M. Cmmett 

mur. Stncf iw;. ptesltfem 
«td ilnct cveratrifl 
ctfK M ot tM Ndboral 
IntJustnai Transport̂ *"*! 
UaQu*. Vic naboii s 
ohKstanO 1*9̂ 51 
««ociatNno«lranHK)rtuset̂  
prtnopalty ta detetiOtna interests d Ui'̂ o 
eo»t«miions. \}<e Ml l^gua » aOvotacv scans 
ttM transport «i>ectiuni ftum tail to iiTtemx)*ii 
m twt̂  (tomestic (tnd mtantttkinaJ spi«fes 

A9« 

For* 
lota 

48 

U t i l ' t i ' 

CcitniTns.W)«i and woe-cfiai"tiap, itrtetsBte 
tomme/cf UimTiiSjleii (1989-199t'i 
fkpuNioin state rep<Ts«nialii« Tgxas 
Ijgistalure (19'9 iyP'). eieci-bvftdii'̂ tw. 
r«j<HS t̂oxWion lo iinptavt Dofllbutnn 
(1986 i«i'>),e««vi»n>e(l««1ui.HwDi»touSto<i 
Aasoe«IJoi> (198.1 \9Se) (KMI analyst E«on 
t)SA 0576 ".9st*ctalassistantuthe 
US secrfta/yoIilearJi,U3ucal)0"iai«jWe<(»rt 
0975-1976) Gn()uateO'n)inRlc<lli*«rs«y, 

pinorat: CuifMtWy '"Sî es m n«t)ie«J*. Md . ««> tus 
wile anO lout cNidefeii 

/•AWliat oUjer rail iMurs do 
W y r t u fcO€ comiiip, up? 

Tlie discussion of rail irajis 
poitation is always inteiestiiig 
because shippers have never 
had a choue of railroads i j i 
teims of who comes to youi 
plant Ihere are very few ship 
pets \\\,\\ are bin cnour^ 'f^ 
have two railroads come to 
theu plant, so does it niaitei 
that thete aie 40 others tn the 
rouiilrv. or Uiice f«thci'.'< lb . i l 
i i what sliippcrs aje wjesUn.K 
with. Ihey don t know the an 
swer to iliat ) don't Vjiow die 
aiiswei fo iliai. 

It IS inletestinf. ifiat llie 
Stageers Act (deicf^ulating raU-
loads) was passed when ilictH 
weie 10 Class 1 lailioads. mid 
now we are C'''""S down to a 
handful Do you need a differ 
ent rype ol appioacli in t r r i i i i 
of whjt IS a captive shipper'' 1 
ihuik that IS wb.il various co ili-
lions Uke ihe Alliance (or Rail 

f O t v T I N U r O 

"iH -|Mi |. , [ I Mt I I |Mli I :, o m -„-• 
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CONHNJED Coinpetitiori are goinf; to be 
looking at. 

• • • 

QYou mean a difTerent ap­
proach ill terms of urw 

•«Siilaiion»? 
Wc vc always said iji the case 

of railroads that you've p.ot to 
have Some foitn of /cfjiilatjoii 
because you don't Jiave fice 
dom of e.nuy. You don't liave a 
tree luarket sysiem You have 
some sluppcrs in uie cxticme 
who ihuik ihey want open ac­
cess: One raihoad rolUng up 
ftrid down anoUier railruad s 
Uacks A wfioJe I )t of shippers 
have Ijoked at tJ-at and s..Vi} 
"Uiat ain't going in work I d 
like to know wtucli lai! opera 
lor IS comtng into aiul oul of 
my pJanf.' Ojey don't want just 
anybody showing up ai 
gate diiving a locoinuiive Aj,d 

would that allow Uie bifjgesi 
railroad to pick and choose 
where they use their power 
units around the couritry? And 
would that leave oUiet raiJ 
shippers completely out? 

Kit;lii now what we have is 
mainly anecdotal information 
about rail to-raJ competition 
In tlie ncAt couple of years I 
Uiink >yu are goinp, to see peo 
pie develop real hard informa-
tioii. AAH has been Saying (or 
qujie some tune tliat rail rates 
have gone down dramatJtalJy 
We don't kjiow foi sure Uiai 
thete is a big pioblein. but n is 
sonjcthijif; we need to look at 

« • • 

2Hc»w do the $bon line* fu 
ill wbett cotisidertjig new 
««tl rcgulatiuQi? 

Sfion lines are excellent ai 
wliat they're doing, but short 

lines become more ld.e ship­
pers tlian they iln tajJioads A 
shon line to a Class l railroad 
IS a shippei. it is not a lailioad 
How do they DI AU lliose 
questions have to be answered 
and I don't Uimk n is p,oing to 
be an adequate answei'io fotm 
some group called tlie Coinmit-
tre Against ficnsujj; Staggers at 
all costs. 

The Staggers Act is ap 
piodfhuig 20 years old lhe in 
dusiry has changed Thete may 
be some rhnnge,-;, hut 1 <iuc 
vvoulcbi'i wain lo go out and 
say we want lo do ilii'; or th.it 
ni tliis pouit We need to find 
on; wli,n thai is. 

ATLANTA JOURNAL >S»pL 21,1997 

Busrstss COMMEMARV 
Divvying Conrail a boon/or some, bane for others 

By Ernest Ilolsendolph 

r ^ l : [ r . ' T ' ' " ' ^ ^ " ' " ^ «o board the Conr.iil express 

from the changes '̂ ^"-^ °^ ^'"PP="' ^'^^ • '̂̂ "^ ^^ ĉ̂ a most d.rcalv 

Lumber producis waU^no.l tt^re 1 . \ f T r " ^ """̂  ^"^^ eram. ftotn the Midwest ' 

tiie Mtd̂êi Kiĥ T:: r. \r I L " " , : " '"""'̂  ̂^̂^̂'-̂  
a^smblv planu. such :^ the GM fac UT-MTn % SouChci,t market And auuimoltvc 

roccv. ,L and ship '''' ^̂-̂  -
Somliern. ,o move aĥ ad d 1 1;""."?^ T c ' ' ' "^ ^"^ ̂ •̂ •< -̂"~ 
Atianu tc. Tucker Ma a.al of I t e ' ^̂ ' ^'T*^** ' ^ ^ ^ ^ ^'-"^ i^anf Gold Km I t . of 

wouidbccrup'Utfofksi I:nrs>r̂ î /̂ i ẑ t'r̂ ^̂ "'̂ '̂'-'̂ '> 
provide cheaper, m.prcved tail cmce Uc |^^^^^ ^""^^ "̂PPOsedh. 
«'c;,cr of di/fcrong s>stau.s and computr wdi b a co^l 't^' ''"''^^'^'^ 
axgumcnt that die me„<-r hxs safetv ^ ! :^Llu! i^ . ' ^ " * * ' ° " ^^'"'^ -<=J^''« 'o tJie 

. -u t^iu^Ls J'i<>ii£;htJ)ejijdcrncnijs under-ippcl, and Ihe 

11 I I I ' . j S i t It f r . ,11 |H| |. . J I M| I I |M, 111 M CON'tNOLU 



Exhib i t 5 

Greetings from Wayne Michel 

#1 ^ Hello ogo in 

• ' Because %o miiny of you reacted so positively to our 

loj l isiue ol Partners. v.e hove deeded to moke this 

: yrectinys poge o tegulor feclure »o updo»e you on the 

' thongei otcoriiny ol Comail ond in our industry. 

Formers is only one (ocel ol our orgomg efforts to improve two-woy comrr^uni-

cotlon betv/een all of Conrail and you. our Ciilicol partners. I om delighted »0 

repo.t that our new Account fc««cut.vo Program is now ir. ploce (see story on 

poge IJ Ail of you have i«.civ©d o lettet loyir^g out ihe purpose of tins pioyrom 

cind ideni.fymg your md-vldual Actounl btecul.ve. Over time, .1 is out hope thui 

you and your Account Executive will foim o hoe undeisiondirg of yout needs 

ond dctermir»e how you ond Con.oil con work tn o Partp«'sh,p fcr Proht 

Poitiiership for Profil is ihc woy we ol Conrail ore thinking oboui out future 

busmess relotioiiship with you H will serve as the slogon (or our foilhcomuig 

onnuol ineeling ond il is meonl lo r)uicWy convey Conroit's sincere belief Hiof 

only o partnership tfipt benefits both of US wi» work fot either of US. Conrail'» 

strategies for indusinol devslopment. Imc soles ond •<}uipmeni uJilizoiion all 

stem from the premise ifwl jhor) Imes oie weH-juticd lo ell.ccnlly feed nulf.c 

irto Conroil s efficient mum line system. In fhe comi/ig monihs, you will see 

ihese wordi turned mto atiions fhol benefit both of us and out customeis 

because any chongo con be stressful, I believe (•urt the key to our succes> 

1 together must be consJant. fionest, fwo-woy comtnumcolton Wc ore dcmonstrot 

iny our commrfmen.' to fhol commimitotion with th© AC Progio-r., the tesumpiion 

of the onnuol meeting, tbe contitiuolio" of the dwision n^e€tlnas in 1996, the 

continuation of the Short line OlT and, of course. Paring. 

\ To dote, tfK! short lme ct>'r.r-,u'-..fy hos been very suf.portive of our efforts. Turooul 

• ot our division moetinjs was ««olleni ond fewlbock fis:cived o! tho onnuol 

ASLRA meciing and in private discussions has shown ihut yoo ore willing ond 

' desirous »̂ f workintj ^ t h us In do- g, I wunl to let you oil know fiow much I 

i opprecio!» your feedbock and your willingness lo work with me and oil of us ul 

; Contoil to itKike our reloiionship o true portnetsKip. 

5-i 
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CONRAII 

Co'Molic>a**d Ho.l Corpoiotion 
S>»ort line Morkaimy 
7001 Moiimi $<•**>. 2't-A 
PO ton 4U74 
FVvH<xJ«lpV>.H WtOl UV4 

iO»>r\ T l»nt>y Id'tiM 
piS] 20V.56O4 

OrganUatlonal 
changes . 
hy )o^ri Leahy 

Conraii's Slion Line M*tUctir.g orgam/iiion i t i J oar 

Divwion Saks "im have been rrinbincd m recognition 

of tbe imponanct of our rf.i;it ii-il punnets and cusiomfia 

^Icdan<.ka C Moffitl has been .ippomted Director, Dtvusion Marketing and Sales, to 

k t i i iht group »nd IS Tcponvr\g to Mariatme Gregory, AVl'-Koicsi .ind Manulaciurcd 

Products Business Group Ficdancka most recfnily seized on Conniil s Coiparaie 

Quality Council, t tr . i i ini; the siiuciure arid prottos fui unplcmcniuig Coniimiou,; 

Quality Imrrovcnient (CQI) *i. Comail She has been a bales Director and a M^irkciing 

Manager at Conrail. 

Joining her in the new prgara7.inon ate 

Kel MacKiv»naf,hand lany DeYoung, boili Diicciois, 

Shon f j i i c Matkeiing. John T Icahy, Maiwgt i , Slwn 

Line Adinitusttation. Jtin Conway, Account txetuuve -

Division Sal. -.. PhiladelpliiA. Una DiSimone. Art ount 

txeiuiive-D\v\>ion Salt:. liKhsnajHjlis. and Carol '\'upco 

Account L.vccutii-c-Division Silcs. Albjny 

Kcl, Larry and joliri will continue to be 

available lo pio-nde Un«s vtidi ih t (nfotnmiion 

needed to do business wiili Conrail. to answer 

cjuf siions, and to tesolve issues thai anse Ihe Diviiioii 

Sales Account txecuuwes can htlp v^iih conunetcial 

developmeni opportunities in ihcir geographic areas 

But most imponantly the f.roup unll r jniinuc to 

examine out business picccsses and consult wuh shon 

line exec uiives lo idrnufy ways ihai Conrail can worit 

nunc cllcctivcly viadi short lines. 

' Conto)ida)*d Soil Corporntion 
WOI Morkel Sli««t, 74-A 

: PO Box 4U24 
•^.jlo<Wphia. PA 19101 U?4 
FAX 12151 2W^6e2 Of 7/48 

Kirfvin L. MacKvvanosh 
J215) 209-565 S 

lorry K. DvYowng 
(215) ?0V-5<.57 

John T. Uohy 
(2I5| 209.^664 

Cw*lom»r S*riAf Cvn*oO* 

Auistonca ol Conrail i i a» ytwr 
• fingartipt with a »oor>>«Doe plione 
ami l)ie fnllowtiiu numbw 
1-MO-AcnoMi ii.ewJ2a-46<5ij 
Pof at»itione» in 

Bactrwnk Oohi 
lii^erclian0e 

Cor Ti«dn8 

ftompt 10 

Prompt 11 

Prompt I'i 

thvnptAA 

f w ony <3»h«f iei»io»; 
Diol your Cu»*c>»"«f imv'KM 
Kvpresamulne ( ( W p i 48| 
or wait lor OHi^onc* 



1996 Short Line 
Conference 

I 111- ilu-iiR' lor llic losid C11111.11I Slmri l ine CAiiilcivii(.e 

w ill IK- l'iiniii-f.<ii;'jilt l'iii/i( I lii;> IIK-IIIL- w.is i . i i i lully 

clu)b(,ii 111 t i l k \ t out IH lit.It 111 .luk-i lot cilhct ol ii.s lu | i to l i l , wi- both titusl ptolit 

llic iiucliiij;-.vill t.ikt- I'l,Itt- iit.xl Apiil i^ ' - i i i t l 2(i .11 llu- WyiKlli.itti l i . i t i l i i i i r i . i ; . i 

Hotel. ItK.Uctl .11 IVlli .iiitl V itu- Sin-tls Ul I'liilatli-iphia litis litHcl h.is IH'CH coiiipk-icly 

refurbished \o LK-.UI- ,111 .umi>sp!H'it.- i-nn>y.ibk Uii both 1HISIIK-SS .UK! pk.isuic 

Iti Older lo iit,ikt- lilts totik'Uiitc ,1 v.ilu.iblc usc ol yout utiic. wc .tie lot using llic 

luccling on issues ii-|,ilcti to gtowiiij; iii.iikt l sli.iif Attouliiigly, we will be ittviiiiij; the 

cli.iiniicti, pivsitlciils .iml st iiioi i i i , i iki l i t i j ; u'ptcst til.ilivcs ol out coiiin-t.litig sliott line 

and swut li c.inicis to ,iiit-inl .11 nl iiitt t.u I wiil i l iitii.nrs 111.11 kclitij; tilliii.ils Cii\cii out 

inlctUton It) kt-t-p llit- to t ik i t ' iKi lot usfil on toi i i i t i tu i , i l t^sucs, wc 

will colUitiuc lo liokl tfgtoii.ii itKt ltti^;s III l'W(> ttl titst uss opcia-

lioiial tti.iucts ili.it t.iti IH- IV st ,nklii-sscil .11 ihc kn.il ic\cl 

\\'c will ,ilso |>io\ ult- unit' loi t tni 10 tlist uss busiiii-ss 

oppotlunilics mills idu.ilU ss itli ki-y iiuii kiUii^; lotu.ii Is ,u C tiiuail 

l i l t s Liic-lo l . i i i ' i i i l i i.u lion i i i i i M i l pi>silivc ioii!!!>i-iUs al ihc 

previous tut t l i i i j ; \ M I I I suj;gcsiitMi - to t oiitittuc itic lot iii.il 

Wl- li.iu- lickl .1 blink t i | iooiits.il llli- \VyiKlli,iiii I i.itikltii 

Plaza Hotel, and wc ictotiitiit-tui \o i i iii.tkt- icscivaiunis cail). as 

accomitiodaitot.s in the I ' l i i l . i iklpli i . i atci ,itc l)cctiitiitig nu u.is-

iiigly di l l i iu l l 10 lo ia i i sunt- ilu- opt-tiiii); ol tin new it>tivctilioti 

center last year l ut l lKi tlcMils vsill be sciil catly iic.xl yen 

Panel Volunteer! 

WG are looking br a 
few good men and 
women to shore success 
stories. We'd lilte to 
present a panel 
discussion on specific 
business development 
InitlativeJ In which the 
short line and Conrail 
jointly succeeded In 
gaining new business. 
Volunteers should 
contact their Account 
Executive if Interested 
in participating. 

ifi 

Account E x e c u t i v e I be gco^i.tplm ItKaUtiii ti( cnl i slion Imc ik-uiiiitucil tbc 
P r e g r a m 
^ ^ H ^ M ^ ^ ^ H ^ H B B i .! ' ipuiictu Iti a p.lllKUku AllOlll l l L.SCIUIIVC. tSl'C ilii- llsllll\; 
Con/inueti lioii: fKl'Ji' ' 

OM jhiy,!' I 0/ the >hiiil I.Ilk- Mii.'K'i (irii; A, ti'iiiK / .vct i i l in s (iiicl 

ihcii ii-^iiiris ) lltiwcs-ct, IH- aw.iti- ili,ii llu- divisitiii.il lottitul.i is iioi always iiscti lo 

dctcrniinc assignmciiis 11.1 t,iriici is pan ol ,1 lamily ol shoii lines, ilicii ilic Anouit i 

Ilxecuiivc responsible lot one laitiiK ro.nl, will .ilso be ilit- poiiii-ol-coiiiaci lor lhe tti.iils 

llial U-loiig lo lhal kititik \ \ t- will be survey itig yttu 111.1 less- tiioiiilis lo see how llie 

progiaiii IS wDiktiii; Al lhal nine, il we iieetl lo iii.ike cliaiij;es tit lhe |)togi.itti loeiisiiie 

adccjualc itivci.ige ol all slioti lines, we sli,ill tk' so Lliilil llieii, jilease gel lo know your 

AecouiU l:.\eiuu\e ,iiu' bej;iii llie pioiessol etUk aliiig litem about ytaii I .IIIIO.KI 

5-3 



PARTNIIRS 
tJ f. W b F k O M C O N R 11 S ^ H O R T l-

I N t N f 7 O R K G I* 0 U F 

CONRAIL 

5Ko« Urw! N«fwc'V G'oup 
2001 MnrVni iirmmi, 24.A 

Phladtlfi l i 'O. PA 19101 l a j a 

>r>hr t leoKy, f d . i c 
(J lJ l 209 5664 

Greetings "̂ "̂  '̂^ >-̂ '" '̂ '''* '̂'̂ ' 
— — i h c Shon L.nc Nciwoik I nnJt.siatid tiia; the unv^iUng of OJ . new 

Str.ncpc Busu êss VUn has raised some qucsnons for some ol you, cspctiuUy .idcr the 

tathn disioiud ptcturc painted by Ihc W.ll Street Journ.!, ^> t svould Uki- to clanfy ,us. 

svhtre wc si-and in this changing business cunroninent 

l-iist ol all. we aic in the 

prosess ol devising a commcrctul 

ittadgy fot short lines that is 

Wayne Michel 

Convolidoled Ro'l Qjrporoliui' 

„ucnded to keep bodn halves of dus | ^^'^^'^.f'^'^'' 

nmnrrship ptoliiahW l l i e sii,-<lPgy [ Ph.lottelph.n, PA 'ViOl -UM 
' ' ' \ fAX; ('̂ 151 20V 7748 o. 7A02 

t W«yn« Mitltal 
• (2151 20V i653 

John UiMohn 
(;?151 20V 788/ 

John T. Leohy 
pi51 -J09 5664 

Ptnnt'ta L KNo 
(2151 2097746 

Jonico T. 
1215) 209i657 

v,ill l;c b.iscd oil Conrail s Stiatcgic 

Pusirt'iss Plan, yartit.ul.iily the 

mandate to cam out cost of capital 

on 3ll fr.illic. To .ichievc tiiis in thr cjrlo.u! busmcs.s 

rntanj we luust conui^ue to simpUly the pticiiig and 

billing til OUI pioduct Wc must nuke our late and scIVKC 

olknn^'^ tlcar and have fewer of them In ibis s*ay. wc 

can be a^suicd dut our dealings s^ih shon lines, and our 

dealings vtnh our |oini customers, can Ix administcicJ 

cllectivdy accutately, quickly ind effii-i«t\tly 

Wc also must make mote efficient use of out 

assets As you may have heard, wc air cunently smdyiii^; 

many of our branch hnes lo .sec whcilicr Uiey can suppon 

continued capital mvcsimew \{ \Ucy U. \ \ \ \ 'A . Uve Imes 

svill hr olfetr.l l.̂ r s-ik accordinf, U) die sanir polu y wc 

h.ive *Iw,Tys had which is, to try W sell ihcin lo 3 viable 

new opetator ^ j „ o 
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t For auUtonco in: 

I Cor Trrnein^ JVompt 11 

Divmliog or 
ll«c«)U(gn>n9 
of Cars Prompt 2̂ 

104 lor 
Short iMM* V6W 456 8405 

Itoto ft.«.M«t> > 800-932 9292 

VroigtM Uoimt »bOO-ri7 ?2i6 
tx» 61 

f iwehi CWm 
Inapoetfen I40O252-52/0 

F«r any ¥ltmt •arvke: 
Diol yow CuJton»«f ie«»lf* 
R«pr«»«nlBliy« (Piofftpl 48) 
oc woil tor ouistonce. 



9 r o o l l n | « The new shon lme commercut simtctry is not yet complete .Vs 

.soon ..s 1. ..s, we will ,nfc m you of ,t pe.soiuUy th.ough ou- poup 

meeiuiRs iluoufii dus tiewslciter, and through a new meihod, your own actt.unt 

txccuuvc V;-hcn iKe account exccui-ve systeni is m place, each »hon line will have ILS 

ovvn persotul contac. a. Comail. someone trained to be tlic one person to call for .1! 

hasincis ..-oucs Wc hope will mnkc life casict at.d coiumumc-lion dearer, both fot 

you and for us 

aunfce IS never comloit^ble, but keep these xUiu^ m mmd ot-r. the ne.M few 

uiontlis Shot, l.nrs .ucount for 20% of Comail s rcrnues We hme a vested iti.crest m 

you, as you do in us What is ,Tiot.va.in£ change a. Con.ati is the need to secure ou. 

financial futu.e Tha. . a need that created our rcbuonship >»nh you in ihc fust pUse 

W l keep u KcaWiy ovci the lonanin There is no lea^on to l>clicve tlut ou. mutual 

futures c.inntM conunue to be btit^hi 

In the las. feu weeks. I have attended the ASLF̂ V lef.ion.il n,rtnnfs m 

C.ncmn.iu, OH and Oak B.oc.k. IL, die Comail rucsburf-h and IVarbom Div.s.o.. 

mecimgs. »nd ihe Shon Une QIT meeting. As a tesuli. I b.̂ vc lud ,1,.- opportunity to 

rrkjtidlc seme old friendships and to fo.RC new ones In tlic niond.s ro .ome. 1 look 

forwatd 10 eontmuirit 'his Jwloguc by meeting .ili of you pcrsj 

The SXort Story-
Did you knoW? 

A.sKXMUon of Aniencaii Railioads 

(AAK) embargo noutts are aviulable 

to short lme and swiidung camen. 

decirorucally through ConraJ'* 

elecnotuc mid sysuim (accessible 

litfougji Connil's Quik-(/onneci 

software package) Io gci a bsung 

of embifgo notices and rtroute 

orders issued by tht AAit. access the 

fMBAJlOO Notices huiieun fio«iU 

Changing hxotkmt? 

Does the label on ihis Dialling sliow 

your cunent asldreis'' To Weep you 

ujvvo-ciaive o-i ihc w:ws at Coiuad. 

we need your coircct address Plĉ s*-

check llie maJing label on ihLs 

newsletter and send cxjtmiion.'. to 

AddreM Corroction 
Coniolidirtjd Roil Cofpoiolion 
Sliort b'le fsJetwixk Gfoop 
2001 fAorVct btraat, 24A 
PO, Bo» 41424 
FhilodelpliKJ, PA 191011424 
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New York NV 10174-1901 
T C C H N O i p U l t S 

VL-RIFIED Sl ATBMfcNT UF David C. Kane 

October 20, 1W7 

Mr. Vcniuii A. Williams 
Secretary 
Surtace Transportatjoii Board STB 
Finance l)cK:kct # 133.18 1925 K. Street, N.W. 
Washington, DC 20423-0001 

Dcaj Mr. Williams: 

My name ts David C. Kane 1 ant the Director of I ransporialion lor Specially Minerals Inc BaircUs 
Minerals Inc. with ofilces at "The Chrysler Building" 405 Lexin^itun Avenue, 
New York, NY 10174-1901 My responsibilities include plaimin^ for rail service, ncpotiation of rail 
contracts and arranging for carkjad shipments. 

Specialty Minerals Inc. own̂  a rrunc and laanufacluring facilities at Canaan, CT. Wo have sh ))pcd 
bulk limestone by rail transportation to the U.S. GypEUxn Company ul Gypsum. UH for seveial 
years. Oiir faciliiies are served by the lines of Housatonic Railroad Company, Inc. iHRKC). .\11 of 
our rail shfpmenfs are routed via HRRC" (Pittsfield, MA) Conrail Conraii is also the serving carrier 
at Gypsum. The transacuon. as proposed, will transfer the line serving Gypsum OH to Norfolk 
Soutlicni and transfer the line from Pittsfield, MA to Cleveland. OH to CSX. We anticipate th'.* 
introduction uf a second Class 1 tajrier in the route will revult in higlier tjajispurtation char^^ci. Our 
main co.mpetitors for tlie Gypsum business aie loutleu in Georgia on NS and Alabama ou EAi^\' 
(with connections to NS) The Introduction oi single line routes to Gyp.sum, OH gives them a 
competitive advantage which I anticipate will result in Specialty Minerals and HRRC's loss ol this 
important business. 

Specialty Minerals uiges the Surface Transpurlalioii Board lo taJie steps to picicr\c competitis c tail 
access to Gypsum. OH lor shipments of limestone from Cmiaai;, CT. 

I, David C Kane, declare under penalty of perjury that the Ioregoing is true and correct. 
Furthermore I cenify' that I am qualified and authorized to file this verified statement. Executed on 
October 20. 1997. 

Sincerely 

David C Kc 
Director of Transportation 
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OCT-20-9r 12-45 fTo»-SPtC'»'.'f"' wii»*?9*,l>> \K T-5«5 » Wil 

. . . , Specluil-/Mitiuioh iric. 

dOS t <»»,>.'"\Q»on A\«=»r\u*» 
New York NY 10174-lWl 

TcctifNoioUits •ZHK TCCHNOipUICS 

VERIFIED S l ATBMfcNT OF David C. Kane 

October 20, 1997 

Mr. Vemon A. Williams 
Secretary 
Surface Transportation Board STB 
Finance Docket #33338192 5K. Street. N W. 
Washington, DC 20423-0001 

Deal Mr. Williams: 

My name is David C. Kane 1 am the Director of I ransporialion for Specially Minerals Inc.yBjrreils 
Minerals Inc. with offices al "The Chrysler Building" 405 Lexmjiton Avenue. 
New York, NY 10174-1901 My respotisibilities include plaiuiing for rail service, ncpotiation of raii 
contracts and arranging for carlo.id .shipments. 

Specialty Minerals Inc, owns a mine and manufaciuring facilities al Canaan, CT. We have sli.ppcd 
bulk iimostone by rail transportation to the U S. Gypsum Company ui Gypsum. UH foi seveidl 
years. Our facilities are served by the lines of Housatonic Railroad Company, Inc. (HRR.C). , \ l l of 
our rail shipments are routed via HRJ?C (Pittsfield, MA) Conrail Coiuaii is also the serving carrier 
at Gypsum. The transaction, as proposed, will transfer lhe line servmg Gypsum, OH to Norfolk 
Soutiiem and transfer the line from Pittsfield, -MA to Cleveland. OH to CSX, Wc anticipate the-
inlroduction of a sect̂ nd Class 1 carrier in the route will revult In higher tiaiisporlatiun char^jci. Our 
mam c4>mpetuors lor llic Gypsum business aic located in Georgia on NS and Alabama on EAî  \' 
(with connections to NS) The introduction of single line routes to Gyp.sum, OH gives tiicm a 
competitive advantage which 1 anticipate will result in Specialty Minerals and HRRC's loss ol this 
important business 

Specialty Minerals ujges the Surface Tiansportation Board to take steps to picicrve competitive rail 
access to Gypsum, OH lor shtpincms of limestone from Cuiaan, CT. 

I, David C Kane, declare under penalty of perjury that the Ioregoing is true and correct. 
Furthermore I certif)' that 1 am qualified and authorized to file this verified statement. Executtrti on 
October 20, 1997. 

Smcerely, 

David C K 
Director of Transportation 
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FhDM Z 'K LAW (FhlMn 10'')7 23 4'/ ..:T. ̂ t.i U'j. NO W i U m r 7 

Exhibit 7 

NS-30 

Blil'ORB Tim 
SURFACE NSPORTATION BOARD 

CSX CORi'ORATlON AND CSX TRANSPORTATION, INC. 
NOKI OLK SOUTIFKN CORPORATION AND 
NORFOLK SOUTHHRN RAILWAY COMPANY 

-CON-mOL AND OFERAITNG LEASES/AGREEMENTS-
CONRAII INC. AND CONSOLIDATED RAII. CORPORATION 

STIJ FINANCE DOCKET NO. 33388 

NORI OLK SOUTHERN'S RESPONSES 
T ) HOUSATONIC R/MLROAD'S 
. .ST INT ERI'OGATORIES AND 

riRST RF.QUESTS FOR PRODUCTION OF DOCUMENTS TO 
NS PARriF.S (HRRC-7) 

NSi' hereby responds to Housatoni s ('HRRC" or "requester") First Interrogatories 

ana ''-st Requests for Produc'jon of Documents to NS Panics. 

GENERAL RESPONSES 

The following general responses are made wiih respect to all of Uie requesu and 

interrogatories: 

1. Any responsive documents will be made available for inspection and copying 

in Applicants' document depository, which is located at the office.s of Amold & Porter in 

Washingion, D.C. Copies of documents will be supplied upon r-dymeni of duplicating costs 

(mcluding, in Uie case of coitipu Upcs, costs for programming, upes and p.'-occssing time). 

ITSS refers cwUeLiively lo Norfolk Soutbcni Corporation and Norfolk .Soutiiem Hulwty Company. 

1 
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InlcrrQ&ator] 

HRKC currci 'ly enjoys dolomitic limestone traffic moving from Canaan, Connecticut 
to Gypsum, Oluo (.hereinaiter "Gyi)sum Trallic";. The traffic is cuneiiUy touted "HRKC 
ITSFD CR". Plca-sc iiiilicalc how such Gypjum Traffic is proposed to be routed after Uic 
Transaclion is implcmcnicd and the projected trajisit time for Uic Gypsum Traffic movement 
after the Transacuon is implcmciucU. 

10. Without waiving any objection, and subject to Uic General Objections slated 

above, NS responds as follows: 

Routings will be the subject of negotiations between the cxtcmlwl NS, extended CSX, 

Ujcir customers and connections. NS plans to work to insure maintenance of current transit 

time and al:o to msurc scr/ico reliability. Possible routing choices lor the referenced 

0/psum Traflic include; 1) H1U<C Piusfield - CSX Buffalo - NS Gypsum; 2) IIIUIC 

Piltsficld - CSX Clcvelantl NS Gypsum; and 3) IIRRC PiUslicId -- CSX Oak Island, NJ -

NS Gypsum (via Pilisburi;h). 

Interroeatory Ho. 11 

Please indicate whether NS and CSX will honor the existing rates for Uie Gypsum 
Traflic as set foril: in I rcii^hi lAnff CR 315 l-A unUl its staled cxpiiaiion date of 4/30/99 
and indicate what measures, if any, will be laken to ensure Uiat rate levels for the Gypsum 
Traffic arc prcsepv'cd at competitive levels after current rate authorities expire, 

11. NS objccis to Uiis rctjucst on tlic basUthai u seeks a bu.sincss commitment to 

which rc^iucslcr is not ciititleil to m llio iliscovcry process. Witluml waiving Uiat ubjcctioii, 

and subject to Uie General Objection.? stated above, NS responds as foUows: 

NS intends that it will honor all currciit single line Conrail rates that will become 

joint line rales until their exjijraijon. 

Interrogatory No. 12 

Please indicate w'-eUicr NS will attempt, by offering lower Uiru rates to Gyjisum from 
an origin oUier than CaniJin, to divert or assist oUicr suppliers to attempt to divert the 
Gypsum Traffic which 11K.KC cuircnl[3) enjoys lo anoUici uiigm ftom which NS would 
enjoy a ioiigci haul, greater revenue, or greater contribution. 

7-2 



rnOi.. J\fi (H\i)lU. 1U''J7 2j.4ii .--i". AMO. NU. 1/6y::. '^20 r' I'j 

U. NS objects to Ibis request on the basis Uiat it seeks a business comnuimcm to 

which requester is not entitled in Uic discovery process. WiUiout waiving any objcclion, and 

subject to the General Objections stated above, NS responds as follows: 

At Uic picsent lime, NS does not know what rates, if any, would be offered to 

Gypsum from an origin oUier than Canaan. NS plans to lake all steps necessary to move 

traffic in an efficient manner. 

Interrogatory No 13 

Please indicate the commtxlilies presently handled at the existing NS intennodal 
facility in the Albany, New York area and indicate whether that facility is devoted solely to 
TOFC/COFC lran.sportaUoti. If Uic facihty presenUy handles oUier than TOFC/COFC cars, 
please describe in detail the oUier types of traffic handled including a description of Uie types 
of cars, commodities iransportcd, original origin of Uie traffic excluding TOPC/COl-f. cars, 
and ultimate dcsUnaUon of such commodiUcs. 

13. NS objects to this request as overbroad and unduly burdensome. Without 

waiving any objection, and subja't to the General ObjccUons stated above, NS responds as 

follows; 

NS* Albany, NY mtermodal facility handles TOFC and COFC iraffic only. The 

commodity is FAK or freight of all kinds and is govcnicd by S'l'CC 4611110. 

Interrogatory No. 14 

Please indicate wheUier NS plans, intends or anUcipatcs Uiat it will handle oUier Uian 
TOFC/COFC iraffic at Uie existing Albany facility wiihin the next five years or whether NS 
has prepared, received, or caused lo be prepared any reports or studies conccmijig such 
possibility. If so, plea.se identify Uie report or study and describe in detail the other types of 
traffic anticipated, including a description of llic lyiics of cais. coinnuidilics, anUcipatcd 
origin of the rail cais excluding TOFC/COFC cars, and ulUmalc dcsiinaUon of such 
commodities. 

14. NS ob'ects to Uiis requesi on the basis Uial it calls for speculation regarding 

evenis that may oc.ur up lo five years in the fu'ure, far beyond fhe period covered by the NS 
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Exhibi t 7 

SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

CSX CORPOR/iTION AND CSX TRANS PORTATI ON, TNC . , 
NORFOLK SOUTHFRN CORPORATION AND 
NORFOLK SOUTH'iRN RAILWAY COMPANY 

-- CONTROL ANi:> OPHPATING LEASES/AGREEMENTS 
CONRAIL INC. AND COMSOLTDATED RAIL CORPORATION 

CSX-34 

RESPONSE TO HOUSATONIC RAILROAD'S 
FIRST SET OF TNTFRP.OGATORTES AND 

FIRST REQUESTS FOR PRODUCTION OF DOCUT-IENTS 
70 CSX PARTIES 

CSX Corpordt:ion and CSX Transportation, Inc. hereby 

respond t:o Housatonic Kai]>-oad'f; F i r s t Set or Interrogatories and 

Document Requests to CSX FartiSG (HRRC-OC), served Septennber 2 <l, 

1997.^ 

GENERAL RESPONSES 

The followinu general re.sponses are made with respect 

to a i l of the requests and in t e r r o g a t o r i e s . 

' CSX Corporation and CSX Transport-ation, Inc. are 
c o l l e c t i v e l y referred to as "CSX"), Norfolk Southern Cotpotatiuu 
and Norfolk Southern Railway Company as "NS" and Conrail Tnc 
and Coiisolidated Rail Corporation as "Conrail". CSX, NS aud 
Conrail are c o l l e c t i v e l y referred to as "Applicants". Houeatonic 
Railroad ie referred to as "Housatonic", "HRRC" or "requeoter". 
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and westbound) to Pi t t c f ield/HRRC,- Conrail t r a i n SPSE (aaecbound 

and westbound) from Pittblield/HRRC). However, future 

interchange arrangements may be subject to negotiations between 

CSX and HRRC. 

INTERROGATORY NO. 2; 

Please indicate the terms upon which CSX w i l l 
guarantee on time interchange io accordance wtth the interchange 
schedule in effect at any given time and the car hire r e l i e f , i f 
emy, available in the case of missed EfLRC connections resulting 
from late interchange by CSX. 

Response; 

CSX objects to Interrogatory No. 2 to the exterit i t 

c a l l s f c r speculation regarding p o t e n t i a l future business 

arrangements. Without waiving any objection, and subject to the 

general objections set f o r t h above, CSX responds as follows: 

CSX has no plane to "gijarantae on time intarchango" 

with HRRC and has not determined on what terms, i f any, i t might 

do 3o. 

INTERROGATORY NO. 3; 

Please indicate whether, after the Transaction i s 
implemented, CSX w i l l allow HRRC to be disadvantaged by CSX 
offering or maintaining higher thru freight rates for pl a s t i c , 
lumber and other forest products to HRRC Connecticut and Western 
Massachusetts stations than to CSX Connecticut and Western 
Massachusetts stations. For purposes of this interrogatory 
"Western Massachusetts" consists of Berkshire and Hampden 
Counties, This question contemplates thac HBRC would not be 
competitively disadvantaged by CSX offering private contract or 
quoted rates to individual shippers so long as those shippers 
were offered the same rates to competing HRRC stations. 

6 
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Response: 

CSX objects to Interrogatory No. 3 on the ground that 

the temri "allow HRRC to be dioadvantaged" i e vague, ambiguouB and 

'mproper, argumentative characterization by HRRC. Without 

waiving any obj ectio.n, an-' subject to the general objections set 

f o r t h above, CSX responds as follows: 

I t Is possible that Connecticut and Western 

MaseachuscttG r'^ippers of p l a s t i c s , lumber and other forest 

products located on HRKC w i l l face higher rates than Connecticut 

and Western Massachusetts shippers of these commodities located 

on CSX as a res u l t of ilRRC's revenue requirements and other 

factors. 

Please indicate whether CSX v i l l assure BKRC that, 
after the Transaction i s implemented, CSX w i l l not, without 
agreement by HRRC, attempt to decrease HRRC.s proportion or 
percentage of revenue on current t r a f f i c movements, whether such 
t r a f f i c i s moving by contract, t a r i f f , quote or otherwiae. 

Response; 

Without waiving any o b j e c t i o n , and subject t o th»i 

general objections set f o r t h above, CSX responds ae follows-. 

CSX w j i i Honor e x i s t i n g Conrail contracts, including 

the rate provisions thereof, f o r the remainder of t h e i r term. 

CSX w i l l not provide any other assurances with respect to HRRC's 

proportion or percentage of revenue. 

7-6 
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HRRC currently enjoys dolomite limestone t r a f f i c 
moving from Canaan, Connecticut to Gypsum, Ohio (hereinafter 
"Qypsua T r a f f i c " ) . The t r a f f i c i s currently routed "BRRC PTSPD 
CR". Please indicate bow such t r a f f i c i s proposed to be routed 
after the Transaction i s implemented, and the projected transit 
time for the Gypsum Traffic movement after the Transaction i s 
implemented. 

Without waiving any objection, and subject to the 

general objections set f o r t h above, CSX responds as follows; 

CSX has not undertaken a s p e c i f i c study or analysis 

of the expected post-Transaction routing f o r the i d e n t i f i e d 

movement. To the beat of CSX's knowledge and b e l i e f , the post-

Traneaction routing f o r t h i s t r a f f i c would be.- HRRC PTSFD CSX 

with a f u r t h e r interchange to NS at an as yet undetermined 

interchange point. CSX has not determined a projected t r a n s i t 

time f o r t h i s p a r t i c u l a r movement. 

igXERROGATORY NÔ . J 2: 

Please indicate whether MS and CSX w i l l honor the 
existing rates for the Gypsum Traffic as set forth in Freight 
Tariff CR ii5i-A until i t s stated expiration date of 4/30/99 and 
indicate what measures, i t any, w i l l be taken to ensure that rate 
levels for the Gypsum Traffic are preserved at competitive levels 
atter current rate authorities expire. 

Response: 

Without waiving any objection, and subject to the 

general objections set f o r t h above, CSX responds as follows; 

CSX has not reviewed the provisions of the referenced 

Conrail t a r i f f CSX i s unable to state at t h i s time what rate 

15 
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actions, i f any, i t might take following approval of th© 

Tranaaction with respect to t r a f f i c subject to that t a r i f f . 

INTERROGATORY NO. IB; 

Please indicate whether CSX will attempt, by offering 
lower thru rates to Gypsum from au origin other than Canaan, to 
divert or assist other suppliers to attempt to divert the Gypsum 
Traffic which HRRC currents enjoys to another origin from which 
CSX would enjoy a longer haul, greater revenue, or greater 
contribution. 

Response: 

Without waiving any objection, and subject to the 

general objections set forth above, CSX responds as follows: 

CSX has not studied the situation referenced in the 

interrogatory, and is therefore unable to provide a response at 

the present time. 

INTERROaATORY WO. 19: 

Please indicate whether CSX has conducted or caused 
to be conducted any marketing surveys, assessments or other 
studj.es to determine tbe potential opportunities for C3X to 
operate or serve, alone or with others, transloading, reloading, 
flexi-flow, distribution or intermodal facilities for any ur a l l 
of the following commodities: 

lumber, plywood and panel products, woodpulp, paper, 
plastic, minerals and aggregates. 

in any of the following areas: 

(a) the Albany, New York area which, for purposes of 
this interrogatory, is defined to include any site 
within 50 miles of Selkirk. 

(b) The Maybrook, New York area which, for purposes 
of this interrogatory, is defined to include any site 
within 50 miles of Maybrook, but excluding tbe North 
Jersey ahared asset area. 

<c) The States of Massachusetts and Connecticut. 

16 
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I-:xhibit 8 

VERIFIED STATEMENT ON BEHALF OF 
STEVENSON LUMBER COMPANY 
STEVENSON, CONNECTICUT 

Submitted t o Surface Transportation Board 
A c q u i s i t i o n by CSX corporation and Norfolk 
Southern Corporation of Assets of Consolidated 
R a i l Corporation. Finance Docket #33338 

I am the President of Stevenson Lumber Company which s e l l s 
lumber, plywood and other b u i l d i n g products i n Connecticut and 
eastern New York. Stevenscn Lumber competes vigorously w i t h firms 
i n New York and New Jersey, including firms s i t u a t e d i n the North 
Jersey shared asset area, who also s e l l lumber aud b u i l d i n g 
products i n our market area. 

Stevenson Lumber i s concerned about c e r t a i n aspects of the 
Conrail a c q i i i s i t i o n by NS and CSX. The tra n s a c t i o n , as proposed, 
w i l l introduce vigorous r a i l competition by CSX and NS i n areas 
west of the Hudson River but w i l l have no such e f f e c t i n 
Connecticut. We are r a i l served by Housatonic Railroad at 
Stevenson, Connecticut. Housatonic Railroad w i l i have access only 
to CSX. 

The CSX/NS competition i n New York and New Jersey i s expected 
to reduce t r a n s p o r t a t i o n costs f o r fi r m s s i t u a t e d i n the 
competitive zone. As a consequence, those firms w i l l gain a 
competitive advantage over Stevenson Lumber and, because of t h e i r 
lower material costs, w i l l be able t o gain market share at our 
expense, causing a reduction i n business and revenue t o Stevenson 
Lumber. 

Tn order to address the competitive imbalance which w i l l occur 
by introd u c i n g r a i l competition f o r our competitors, we vigorously 
support the a p p l i c a t i o n of Housatonic Railroad t o acquire access t o 
other connections, i n c l u d i n g NS, CP Rail and ST through trackage 
r i g h t s or haulage arrangements to the Albany area 

In a d d i t i o n to che su b s t a n t i a l t r a f f i c which we now receive by 
r a i l , we also receive a large amount of spruce lumber from eastern 
Canada by truck. we expect the spruce shipments, which c u r r e n t l y 
are the equivalent of approximately 100 r a i l cars per year, t o 
increase as the regional market f o r spruce continues to mature i n 
our market area. 'Although we prefer t o receive t h i s t r a f f i c by 
r a i l , we can not do so because r a i l rates are not truck 
competitive, we believe that i f HRRC acquires a d i r e c t connection 
witb CP Rail i n Albany that t h i s t r a f f i c w i l l be able t o move by 
ra 11. 

we urge the Surface Transportation Board t o grant the 
ap p l i c a t i o n of HRRC to acquire access t o the Albany, New York area 
f o r interchange w i t h other c a r r i e r s . 
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VERIFICATION 

X, Kenneth Miron, declare under penalty of p e r j u r y t h a t the 

foregoing i s true and correct. Further, I c e r t i f y t h a t I am 

q u a l i f i e d and authorized to f i l e t h i s V e r i f i e d Statement. Executed 

on t h i s ' 7 day of October, 1997. 

O -
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A Weyerhaeuser Canada SS^^"^ 

October, 2oai lyy? 

Submitted to Surface Tiajisportalioij Board 
Fuiancc Docket //33338 

Venfied Statement on Behalf of Weyerhaeuser Canada 

I euTi the Manager of Traxispoitation Services for Weyerhaeuser Canada ^Veyerlucuser 

Hawleyville CT for d.stnbufion to customers m CT. KJ and NY states w^Z L 
competes for much of th.. U.u..s with firms located L t . ^ t 0^^^^^^^^^^^ 

luch arc situated ui ihe North Jersey shared asset area. ^ 

CSXT. The cnmsacuon a. pioposed, will mtroducc compchtion bv CSXT and N^in 
oxea. of tl.e Hudson Ktver b«, w.11 have no such eff^t in Cô ĉ ^̂ ^̂  
Housatotuc Railroad will have access only to CSXT. ^«n2«^ t̂:cut. Tfac 

I l l L foftf^'^ "^-H'̂ tmon m NJ and m will introduced compet.non and likely lower 
tosL for tlio,. customers situated m the shared access rone, siting thciTcole iifve 
advantage over Weyerhaeuser TIjjs could rc-iilt in rcdu-u ,7 r " " ^ ^ f ̂ ^̂ ^̂ ^ 
f.̂ .̂.̂  .1 . \.uiiiu ccuu m rtuuLiion of our maikei sharp anH 
consequently cause lo-̂ ses to the Housaiomc RaiUuad. 

In Older to address the competitive balance wi,ich w,ll certainlv occur with ,J, 

Wc urge the Surface Transportation Board to grant the application uf the HRRC u. 
acHuir. access to Albany, NT area for iuteicli^ge with oTer ca^^;! ^ 

Jf<~P C>/' 
Manager Transpo'rtation Scr\-ieeo 
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Kimberly-Clark »• •'•"•••"••'v 
• Vice Pres'dent 

Corporate transponation 

Verified Statement of Jerome Biankcnship 
Kinibcrly Clark Corporation 

October 20. 1997 

Mr. Vemon A. Williams 
Secretary 
Surface Transponation Board 
STB Finance Ducket No. 333388 
1925 K. Street. NW 
Washington, DC 204i3 OOOi 

Dear Mr. Williams: 

Mv name is Jerome L Blankensliip and I am Vice President of Transportation for 
Kimberly-Cla'k Corporation 1 have held my present position for seven years. My 
duties include manajjemcnt of alt aspects of transportation in North America for 
Kimbcriy-Clark 

Kimberly-Clark is a major manufacturer of consumer products witii approximately four 
biljio.T dollars in annual sales We have a large consumei products niaiiufacturing plant 
located on the Housatonic Railroad Company in New Milford, Coiuiecticut which 
receives 900 carloads, or 65,000 tons, of woodpulp annually for conversion to various 
products. 

We have previously supported the acquisition of Conrail by CSXT and the Nortblk 
Southem because it introduces rail-to-rail competition at numerous points in the 
Northeast. We continue to be supportive of the acquisition 

Hov̂ evcr. it is apparent that the acquisition, as proposed, docs not enhance the 
competitive >vironmcnt substantially for our mill located in New Milfotd. Connecticut. 
The application of CSXl and Norfolk Southem, if granted as currently proposed, would 
result in the Housatonic Railroad having a connection only wiih the CSXI hroni a 
tonipetitivc standpoint, wc would have a more favorable rate and service environment if 
the Housatonic could also have a connection with the Norfolk Southem and CP Rail in 
the Albany, New York area. 

To this end. the Housatonic has given notice to the STB that it intends to file a 
responsive application in the above proceedings rec,uesting cenain trackage rights or 
haulage arrangements to acquire access to other connections, including NS, CP Rail and 
ST in the Albany, New York area. 
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Mr. Vemon A Williams 
Page -7. 
October 20. 1997 

Our New Milford. Connecticut mill is dependent upon reliable rail transporiation and 
competitive rates in order to compete with other consumer products producers located in 
a.eas of the Northeast that will enjoy more favorable rail to rail competition. For 
example, any producer located in the proposed "joint access area" can purchase 
woodpulp. a major raw material for our New Milford plant, from producers jointly 
served by CSXT and Norfolk Southem in the Southeast and have the ability to bid trafTic 
between railroads on a single Imc basis. 

At New Milford, the current plan would result in two or three line rates when trafTic 
originates at southeastern mills jointly served by CSXT and Norfolk Southerr. While 
the two line haul over CSXT and Housatonic is an improvement over the three line rates 
wc have today with Conrail. it sull puts us at a competitive disadvantage compared to 
other producers located in tlie Northeast who will enjoy single line rates. 

The request of the Housatonic Railroad to rcach connections w;ji other carriers such as 
the Norfolk Southern and CP will not resuU m our New Milford mill enjoying the 
benefits of single line rates. However, it would result in our ability to have rail to-rail 
competition via CSXT or NS to connections with the Housatonic Railroad, and two line 
versus three line rates on woodpulp received from CP origins in Canada. Kimberly-
Clark ovais a large pulp producing facility in Terrace Bay, Ontario that currently ships 
24,000 tons annually to the New Milford mill. There is no doubt that this would be a 
more favorable competitive situation for moving inbound raw materials mto our New 
Milford mill 

For these reasons, we respectfully request that you give serious consideration to the 
Housatonic Railroad request for trackage rights or a liaulage arrangement to acquire 
access to other connections including Norfolk Southem, CP Rail and ST in Albany. New 
York. 

1, Jerome I Blankenship, declare under penalty of perjury that the foregoing is true and 
correct Furtlicr. I certify that I am qualified and authorized to file tins verified 
statement Executed on October 20, 1997 

Sincerely. 

Jerome L Biankcnship 
Vice President, Corporate Transportation 
Kiniberly-Clark Corporation 

cc. Edward J. Rodriguez FAX W0-767.74W 
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VERIFIED STATEKKNT OR BESALP OR 
QUALITY FOOD OILS. INC. 
NEW MILPORD, COSNBCTICDT 

SiUxoitted to Surface Trauaaportat:ion Boanl 
Acquisition by CSX Corporation aixl Norfolk 
Soucnerzj corporation o£ Assets o£ Consol ioated 
Rail Corporation. Pioance Docket #33316 

I an the General Manager of Quality Food Oila, inc. in New 
Kilford, Conaecticut wbicb receives various tood oi l s by r a i l and 
distributee fiaiehed products chrougbout Uie eascem U.S. Quality 
Food Oils, inc. cosqpetes directly ifith a firm in New Jersey 
sxtuated within the shared access area. 

Quality food Oils, Inc i s concerned about certain aspects ot 
the Courail acquisition by NS and C&X. The transaction, as 
proposed, will introduce vigorous r a i l coaapetitron by CSX and NS in 
much o£ Mew York and New Jersey and will ben^f'it our coiqpetition 
but wi l l have no such effect in Connecticut. He are r a i l served by 
Housatonic Railroad at New Milford. Housatooi Railroad will tiave 
access only to CSX. 

The CSX/NS competxtion in New York and New Jersey i s expected 
to reduce transportation costs for fims situated in the 
coipetitxve zone. As a consequence, those fimu will gain a 
cornpetitive advantage over Quality Foods and, becau>̂ e ot their 
lower material cosLs, will be able to gain market uhare at our 
ejq>eii^^, causiutj a reduction in business and revenue to Quality 
Food Oils, Inc. 

In order to address the connpetitive imbalance which w i l l occur 
by introducing r a i l coo^titxon for cjur caqpetitors. we vigorously 
support the application of Housatonic Railroad to acquire access to 
ot.her connections, includjuug NS, CP Rail ani ST through trackage 
rights or haulage arrangemencs Lo the Albany area. 
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VRRIFICATIOW 

T, Steve Hunt, declare under penalty of perjury that the 

foregoing i s true and correct. Further, r certify that i am 

qualified and authorized to f i l e this Verified Statement. Executed 

on this day of October, 1997. 
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VRRTFTEF STATBMKNT OK OF 
FIDCC 

3̂I:W MILFORD. CONNECTTCTT 

r>LJt:)iT. r .rcd t o Surface T r a n s p o r t a t i o n Boarti 
Acqu is . ' t i on by CSX Corpora t ion and NortolJc 
Sout_h€?m Corpora t ion of Af?se!ts o t Consol idated 
R a i i Corpo- 'ar lon. Pinancf> Dork«r f».1333a 

t am l h e D i s t r i b u t i o n Manaqsr of KDCO, 3 n e s t l e s Corr^pany, 
which rece ives v a r i o u s food i rg»'p>cii finrs by r a i l etr.d d i s t r i b u t e s 
r i n i .shed products throughout the east:ern v Pidco c-OT:5>etes w i t h 
t irmsi i n Wew YorV and Nfw Jersey 

Fi<ic.o IS concemed about c e r t a i n 3Sp«<:r.s o f tha C o c r a i l 
acqu i s i t - ion by q îid CSX The crans^^ct Loa, as propoEed. w i l l 
i n t roduce v igorous r a i l coitip*ft x t i o n by CSX axid J.S xn are<ia west of 
1 Hudson River hut w i i l have no sucii « f f e e t i n Connecticut . We 
are r a i l served ay Housatonic R a i l r o a d a t Xew M i l f o r d ^ Connect icut . 
Housatonic R î I road w i l l have- access on ly t o CSX. 

The CSX/NS cunipGt i t ion i n New York and N^w Jersey ; fc expected 
t o reducH t i c inspor t a t ; ion cost e f o r f irms s i t u a t e d i n the 
c o t r p e t i t i v © zone. As a conse-qup-nce, those f i r m s w i l l ga in a 
c o n p e t i t i v s i advaiitage over Fidcc and, because o f t h o ' . ' l ever 
m a t e r i a l cos t s , w i l l be able iro qa 'n ttiarkct share at our expense', 
c-Ai:.«;ing a r e d u c t l o u i n b-Bine.-,.; -i-.d revenue t o Fidcc 

I n order t o address t_he c o m p e l i t i v e itiODalance which w i l l occur 
by i u t r o d u c i n g r a i l ^lampet.iciou f o r our con ipe t i to r s , we v igorofus ly 
support the a p p l i c a t i o n ot Housata;iic R a i l r o a d t o acq : i i re access Co 
o t h e r conr.ect ions, i n c l u d i n g NS, CP R a i l and ST through trackage 
r i g h t s o r haulage arrungurecnts t o the A^lbany area 
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V^RFFTCATlONf 

X, wj.-ncj Caiu. i r .q , d e c l a r t . under pt2i.-«lty o f p o r j u r y t.hat. t h e 

f o r e g o i n g I K l.zue and c o r r e c t . Fxxrther , I c e r t i f y th.3^ r am 

q u a l i f i e d and a u C h o r i e o d t o f i l e ? t h i s V s - r i f i e d Stat»^rtiPnr . txoc i . t . ed 

ou t h i s ^ ' Z day o l Oc tobe r , v ) y 7 , 
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Bbt1 7b'r' 7 4 r r i t ' . l i l 

VERIFIED STATEMEhnr ON BEHALF OF 
SHEFFIELn PLASTICS, INC 

SIffit-FTELD, MA!>!>AC«USKt rs 

Mnnitled to Suite TtM«sp««W«» Boatf,̂  
Acamsiti.« by CSX CofpoiWioD aad NorfoUs 
9^tv^atKV9al^<^'^ of Consohdated 
»aiir«po«rii» Finance Do<*«*>"W 

tr̂ S:â ?:̂ "2̂ Si»r/̂ '̂ ^̂ ^ 
If ShcaeW Pl«t.« *d n« hâ  c r«l «^ .ce. u KnouU, eflfect oar -t*.., «, conu.iuc 

apcwJs aod eoinpeic in OUI nwtetPlacc 

VtBJFlCATION 

jtoj day off OctDber, IW. 
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F.-iiuil Address 
u)i.ip|vll ti vilnici <:om 

Internet Address 

IN\.K) D. C HAPPELL 

ULMER & BERNE LLP 
XTTORNEYS AT LAW 

Bond Court Building 
l.'̂ OO East Ninth Street, Suite 900 

Cleveland, Ohio 44114-15h.̂  
Fax (2!6) 621-7488 

(216) 621-8400 

October 20, 1997 

MAOVER.NIGHTMAIL 

The Honorable \ ernon .A W illiams 
Secretarv 
Surtace Tran.sportation Board 
1925 K Street. N W 
Washnmton, D C 20423 

Columbus Office 
88 East Bnvd Stri'ft. Suito mO 

Columbus, Ohm 4'!21=l-'=̂ 1)̂  
y.w (614) 228-8='til 

Telephone (bl4) 228-8400 

RE: Finance Docket No. 33188, CSX Corporation and CSX 
Transportation, Inc., Norfolk Scuthern Corporation 
and Norfolk Southern Railway Co. Control and 
Operating Leases/ Agreements - Conrail Inc. and 
Consolidated Rail Corporation 

Dear Secretary Williams: 

Enclosed for f i l i n g the above-captioned docket are an o r i g i n a l 
and twenty-five (25) copies of ASHTA Chemicals Inc. Responsive 
App]icatxon and Req̂ .iest For Conditions ;ASHT-11). A 3.5-inch disk 
containing the text cf t h i s ASHT-11 pleading i n WordPerfect 5.1 
format i s also provided. 

Copies of .ASUTA Chemicals Inc. Responsive Application and 
Request For Conditions ',ASHT-li: are being served via f i r s t - c l a s s 
mail, postage prepaid cn the Honorable Jacob Leventhal, a l l Counsel 
of Record, and a i l parties of record i d e n t i f i e d on the Office 
Service L i s t . Please date-stamp the enclosed extra copy of the 
ASHT-11 pleading and return i t i n the enclosed self-addressed 
envelope. I f you have any questions, please contact me at (216) 
902-8930. Thank you. 

114:diw 
•.j.\i.-\ 74:1111; 1)1 

I n . * | ^ = S 5 # T f ^ i f ^ ^ ^ W 
Of<ic« of :he Secralary 

OCT 2 2 IW 
Part o; 
Public Recoid 



ASHT-11 i'^^'f^'^ 

OffioJ ot tne Secretary 

OCT 2 ̂  m 

I t 1 Public Recofd 

BEFORE THE 
Sl RFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

CSX CORPOR.ATION AND CST TRANSPORTATION, INC. ^/ ; 
NORFOLK SOL THERN CORPORATION AND 
NORFOLK SOI THERN RAII AVAY COMPANY 

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

.ASHTA CHEMICALS INC. 
RESPONSI\ E APPLICATION AND REOl EST FOR CONDITIONS 

Now conies .ASHTA Chemicals Inc.. by and through counsel, and respectfully 

submits its Responsive .Application and Request tor Conditions pursuant to 49 U.S.C. §§11102 

& 11324. ASHTA Chemicals Inc requests that the '̂ 'irface Transportation Board condition 

appro\ al ot the transaction proposed by CSX Corporation, Nortolk Southern Corporation, and 

Conrail, Inc. upon the establishment of a reciprocal switching arrangement or other competitive 

access remedy in the West Yard area of Ashtabula, Ohio. The establishment of such reciprocal 

switching arrangement or other competitive access is in the public interest, feasible, and necessary 

to ensure the existence of competition in both the rail and chemical industries. The reasons for 

this request are more full\ explained in the brief attached hereto and incorporated herein. 

Respectfully submitted, 

CHRISTOPHrj^ C. McCRACKEN, ESQ. 
INAJO DAVIS CHAPPELL, ESQ. 
ULMER & BERNE 
1300 East Ninth Street, Suite 900 
Cleveland, Ohio 44114 
216-621-8400 



BRIEF 

FACTl AL B.ACKGROl ND 

A. The Company 

ASHTA is one ofthe largest manufacturers and the largest shipper (via rail) of 

chemical products in Ashtabula. Ohio (Ashtabula). Verified Staiement of Staci Zappitelli. 

Distribution Analyst ("Zappitelli Verified Statement ", par. 2).' ASHTA's primary product is 

liquid potassium hydroxide or caustic potash, (LKOH). ASHTA is the second largest of only 

three domestic producers of LKOH. Chlorine. ASHTA's other primary product, is a by-product 

of potassium hydroxide production. ASHTA also produces anhydrous and liquid potassium 

carbonate and chloropicrin. which are derivatives of potassium h>dro\ide and chlorine, 

respectively. ASHT.A is one of four known domestic manufacturers of chloropicrin, and enjoys 

about 257i ofthe domestic chloropicrin market. ASHTA also processes and produces flake and 

walnut potassium hydroxide (EKOH and WKOH). Verified Statement of Frank Cappello. Vice 

President of Finance and Administration ("Cappello Nerified Statement", par, 2): Nerified 

Statement of Elaine Sivy. Distribution Manager ("Sivy N erified Statement", par. 2)." 

ASHTA's potassium products are used in a variety of applications, primarily in the 

manufacture of other products, including glass, potassium phosphates, fertilizers, soaps and 

detergents, alkaline batteries, photographic chemicals, petroleum products and other potassium 

chemicals. Chlorine is used in the pulp, paper, and polyvinyl chloride (PVC) industries, as well 

as numerous smaller apf lications. The largest portion of ASHTA's chlorine product is used in 

'A copy of the Zappitelli Statement is attached hereto as Exhibit 1. 

"(\)pics ofthe Cappello Nerified Statement and the Si\y Verified Statement are attached 
hereto as E.xhibits 2 and 3, respectively. 



the manufacture of titanium dioxide. Chloropicrin is used as a pesticide, and is a leading chemical 

replacement of methyl bromide. (Cappello Verified Statement, par. 3 and Sivy Verified 

Statement, par 3). 

ASHTA's manufacturing operations are located on a 72-acre site at a single facility 

in Ashtabula, Ohio ("Ashtabula"), approximately sixty miles east of Cleveland, Ohio, on Lake 

Erie's south shore. The facility is situated in an industrial complex which includes producers -jf 

titanium dioxide, hydrochloric acid and other chemicals. (Sivy Verified Statement, par. 5). 

ASHT.A operates out of five warehouses, located in Ohio, New Vork. Illinois, Texas, and 

California. (Sivy N erified Statement par. 5). ASHTA is in the business of manufacturing and 

marketing potassium hydroxide (KOH), chlorine (CI). anhydrous potassium carbonate (APC) and 

liquid potassium carbonate (LPC). as well as various products derived from these chemicals. 

(Cappello Verified Statement, par. 2 and Sivy Verified Statement, par. 2). 

B. Shipping 

.ASHTA currently spends approximately 52,5 million annually on transportation 

via Conrail Inc. ("Conrail"). (Cappello Verified Statement, par.6 ; Sivy Verified Statement, par. 

6). ASHTA has throughout agreements with 18 terminals strategically located throughout the 

United States, in Illinois, Texas, Massachusetts, Georgia, New Jer.sey, Ohio, California, 

Vv̂ ashington. Utah. North Carolina, Florida and Nebraska. (Zappitelli Verified Statement, par 2). 

ASHTA ships its chemical producis to customers throughout the continental United States and 

Canada (Si\y Verified Statement, par, 4), 
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There are two main rail loading facilities in Ashtabula, Ohio. (Zappitelli Verified 

Statement, par, 3), The first is located at .Ashtaimla Harbor, which lies approximately 2 miles to 

the Northwest of Ashtabula's production center. 1 he Ashtabula Harbor facility is utilized 

primarily for transporting coal and is ill-equipped to handle liquid product Although the 

Ashtabula Harbor facility is in close proximity to ASHTA's plant. ASHTA's products have never 

been shipped thnnigh the Ashtabula Harbor because ASHTA primarily produces and ships liquid 

materials.' (Zappitelli Verified Statement, par. 3;, Although CSX and Norfolk Southern have 

entered imo an access and use agreement out ofthe Ashtabula Harbor (Application. Volume 8C, 

pp.397-420) pursuant to which switching of cars uill be permitted, ASHTA w i'l not be able to 

benefit from the .Ashtabula .Access .Ag eeinent. since the largest volume of product shipped by 

.\SHTA consists of liquid chemicals, and the only docking facility at Ashtabula Harbor. Pinney 

Dock, is not equipped to handle liquid freight. (Zappitelli Verified Statement, par.3 and Sivy 

Verified Statement, pars. 9-10). 

The second .Ashtabula loading/shipping facility is located in an a ea called the 

"NVest Yard," which is approxiinatel) 6 miles west of .ASHT.A's sile, (Zappitelli N erified 

Statement, par. 4 a id Si\ y Verified Statement, par.6). AM of ASHTA's products are transported 

from ASHTA's plant lo the W est \'ard. (Sivy Verified Statement, par. 6, and Zappitelli Verified 

Statement, par, 4). From the NVesl Yard. ASHT.A's chemical products are shipped out of 

Ashtabula, Ohio lo Buffalo. New York and, al Buffalo, routed to final "ship-to" destinations on 

^ rhe Ashtabula Harbor facility is of little use to at least six other shippei s in the 
.Ashtabula area, all ofwhoni ship product througli the West Yard. (Zappitelli Ve.ified 
Slalenient, par. 3). 



Conrail. (Si\y N'erified Statement, par, 6 and Zappitelli Verified Staiement, par. 4). ASH l'A's 

chemical producis. even product w ith final dc^ '̂inations of Texas, Georgia, Alabama, .North 

Carolina and other poinis .south, are all first shipped north to Buffalo, New York primarily 

because there has been no competitive alternatives available to ASHTA. (Sivy Verified Statement, 

par. 6 and Zappitelli N'erified Statement, par. 4). Conrail has been the only railroad carrier 

pnividing transportaiion ser\ ices to ASHT.A oul ofthe West Yard. (Zappitelli Verified Statement, 

par. 4 and Siw N erJ'iod Statement, par. 6). 

Initially. ASHT.A \ iewed the proposed transaction with optimism, encouraged by 

divcusM Mi th.it the control iransaction would offer coni|)etitive alternatives, better operating 

efficiencies, iniprmed •vhipper logistics and shipper benefits. However, it does not appear that 

the l;an>;action. as nou proposed, offers an\ ofthe promised efficiencies, logistics, benefits or 

competitive alternatives If approved as proposed, the transaction would leave no effective 

intramodal competition for ASHT.N and other area shippers of liquid freight. (Sivy N'erified 

Statement, par. 9). 

As a result of the transaction proposed in these proceedings, Norfolk Southern 

Corporation ("NS") vvill handle movement of rail traffic over the north-south lines, and will be 

assigned contn^l of Conraii's Ashtabula Harbor facility. (.Application, Volume 3B, p. 161). CSX 

Corporation ("CS.X' ) will contwl the interlocking al the crossing ofthe Harbor Connecting Track 

u ith Conraii's Youngstown and Chicago lines (Application, Volume 38, p. 161). Based on the 

Post Transaclion Map B (.Application, Exhibit 1. Map B), it appears ihat CSX will gain exclusive 

control ov er east west rail lines out of the NVest Yard and that NS will operate the north-south rail 
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lines, each handling movement of freight on those rail lines out of the NVest Yard. (Application, 

Exhibit 1, Map B). ASHT.A will not be able to utilize rail lines operated by NS at the West Yard, 

but will have CSX as the only available rail carrier of its chemical products. (Sivy Verified 

Statement, par. 9 and Zappitelli Verified Statement, par. 5). ASHTA has determined that there 

are no economically feasible competitive . '•ernaiiv ?s available to it if the iransaction is approved 

as proposed and. w ithout the affirmative relief so'ight herf̂ in. .ASHT.A w ill be put at a competitive 

disadvantage. (Siv) Veritled Statement, pars 7, 9 and 12, and Zappitelli Veritled Statement, par. 

5), 

Nothing then will have changed for .ASHTA: it is still a captive shipper. ASHT.A 

will continue to be forced to ship its produci lo Buffah). New York on CSX for routing and 

switching to southern, eastern and western destinations and for transport throughout the nation. 

(Zappitelli Verified Statemeni. pars. 5 and 6). This arrangement is logistically unsound, as 

ASHTA ships to a number of distant southern and western locations, including Alabama. Arizona, 

California. Florida. Georgia, Nebraska, Texas, Utah, and Washington (Sivy Verified Statement, 

par, 8). .A reciprocal su itching arrangement or other competitive access remedy would avoid such 

unnecessary and costly moVi.ment of freight through Buffilo, New York. (Cappello Verified 

Statement, par. 4); Sivy Veritled Statement, par. 8; Zappitelli Verified Statement, par. 6). 

That reciprocal switching or competitive access is feasible as is evidenced by the 

fact that such an arrangement previously existed at two locations in the Ashtabula area. (Zappitelli 

Verified Statement, par. 7). .ASHT.A has learned that in the early 1970's rail cars were brought 

out of the W est Yard to a rail interconneci, where the Norfolk and Western RR (now Norfolk 
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Soathern) and Penn Central RR (now Conrail) intersect, just southeast of the West Yard (near 

Gary and Fitch Streets). At this "spur" outbound NVest Yard rail cars were rerouted pursuant to 

some switching arrangement between the carriers. (Zappitelli Verified Statement, par. 7). This 

type of arrangement, even at the same location is both practicable and necessary for ASH! A and 

ASHTA would pay a reasonable fee for sw itching services. 

In addition, it appears that the physical plant to accommodate the switching 

arrangement at the NN'est '̂ard facility already exists. A switch is located at the West Yard and 

could be reestablished so as to pennit competitive access. Reestablishmeiit of one or both of these 

existing switches is feasible al the NVest Yard and at the "spur". 

Despite the inefficiencies produced by circuitous routing in Ashtabula, this issue 

has not been addressed, ASHTA has soughi redress from Conrail (in the form of a request for 

proportional rates) (Sivy N'eritled Statement par, 16), However, Conrail has never responded lo 

ASHTA's requesi. (Sivy Veritled Statement, par. 16). After many discussions and various 

attempts to secure a commitment from CSX and Norfolk for reciprocal sw itching and competitive 

access, ASHT.A has not been able to work out any agreement with the two carriers. On September 

30. r997. ASHTA formally contacted both CSX and NS to inquire into the possibility of a 

reciprocal switching arrangement lo accommodate shipping ASHTA's products out ofthe NVest 

Yard utilizing both carriers and proposing that reciprocal sw itching or some other competitive 

access be considered by NS and CSX. (See Letter from Staci Zappitelli lo David Novak, dated 

September 30. 1997; Letter from Staci Zappitelli lo D.W. Scale, dated September 30, 1997.)-' 

'Copies of Ms, Zappitclli's letters to CSX and NS are allaclicd hereto as Exhibits A and 
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CSX has summarily rejected ASHT.A's pioposal, and the response from NS was noncommittal. 

(See Letter trom Donald Scale, dated October 6. 1997: Letter from Christopher Jenkins to Staci 

Zappitelli, dated Octobei 2. 1997).' It now appears that ASHTA wii! be competitively 

disadvantaged if the .Application is approved as has been proposed, unless appropriate relief is 

given to ASHTA and made a condilit)n of approval of the control iransa> lion. (Sivy Verified 

Statement, par. 12. 17 and Zappitelli Verified Staiement. par 11). CSX's outright refusal to 

consider reciprocal switching or anv other arrangement that would allow rail access lo NS 

lorecloses efticient rail ntuling. is discriminatory, and threatens anticompetitive conduct such lhal 

an affirmative remedv niuM be granted by this Board. 

LA\N AND ARGIMENT 

49 u s e, §11102 [formerly 49 U.S.C. §11103] authorizes the Board lo prescribe 

reciprocal switching rights, 49 U.S.C. §11324( c ) authorizes the Board to impose conditions 

upon transactions pending before it. Prescription or imposition of a rec procal switching 

arrangement or other competitive access remedy ("CAR") in the Ashtabula area is appropriate 

under either provision, 

I. Reciprocal switching should be prescribed luider 49 I .S.C. §11102. 

49 U,S,C.§11102 states in pertinent part: 

(c)(1) The Board may require rail carriers to enter into reciprocal switching 
agreements, where it finds such agreements lo be practicable and in the public 
interesi. or where such agreements are necessary to provide competitive rail 

B. respecuvely. 

Copies ofthe Scale an 1 Jenkins letters are attached hereto as Exhibits C and D, 
respectively. 
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service. The rail carriers entering into such an agreement shall establish the 
condiiions and compen.sation applicable to such agreement, but, if the rail carriers 
cannot agree upon such conditions and v-ompensation w ithin a reasonable period of 
time, the Board may establish such conditions and compensation. 

49 C.F.R. §1144.2 provides: 

(a) 1 iming, .At least 5 days prior to . . . seeking the prescription of . . . 
reciprocal switching, the party intending to initiate such action must first 
seek lo engage in negotiations to resolve ils dispute with the prospective 
defendants. 

49 C.F.R. §1144.5 provides: 

(a) Genera |.A] switching arrangement shall be established undei 49 U.S.C. 
§11103, if lhe Commission determines: 

(1) That the prescription or establishment 

(1) is necessary to remedy or prevent an act that is contrary to 
the competition policies of 49 U.S.C. §!0101a or is 
otherwise anticompetitive, and (ii) otherwise satisfies the 
criteria of 49 U.S.C. . . , § 11103 , , , , in making ils 
determination, the Commission shall lake into account all 
relevant factors, including: 

( A ) The revenues of the involved railroads on the 
aff i led travel via the rail routes in question. 

( B ) The effici-'ncy of the rail routes in question, 
including the costs of operating via those routes. 

( C ) The rales or compensation charged or sought to be 
charged by the railroad or railroads from which 
prescription . . . is sought. 

( D ) The revenues, following the prescription, of the 
involved railroads for the traffic in question via the 
affected route: the costs of the involved railroads for 
that trafllc via that route; the ratios of those revenues 
lo those costs: and all circumstances relevant lo any 
difference in those ratios: provided that the mere loss 
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of revenue to an affected carrier shall not be a b;isis 
for finding that a prescription or establishment is 
necessary to remedy or prevent an act contrary lo the 
anticompetitive standards of this section; and 

(2) That . . . 

(I) the complaining shipper has used or would use the . 
. . reciprocal switching to meet a significant portion 
of ils current or future railroad transportation needs 
between the origin and destination; 

* * * 

(B) Other considerations. 

(1) The Commission will not consider product 
competition. 

(2) If a railroad wishes to rely in any way on geographic 
competition, it will have the burden of proving the existence 
of effective geographic competition by clear and convincing 
evidence. 

(3) When prescription of. . .reciprocal switching is necessary to 
remedy or prevent an act contrary to the competitive 
standards of this section, the overall revenue inadequacy of 
the defendant railroad(s) vvill not be a basis for denying the 
prescription. 

(4) Any proceeding under the terms of this section will be 
conducted and concluded by the Commission on an 
expedited basis. 

Reciprocal sw itching: is necessary U\ prevent acts that are anticompetitive or contrary to the 

policies of the Staggers Act; is practicable and in the public interest: and, would be used by 

ASHT.A to meet a significant portion of its shipping needs. The Board should therefore invoke 
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its authority under 49 U.S.C. §11102 and prescribe reciprocal switching or other CARs in the 

Ashtabula. Ohio area. 

A. Reciprocul switching is necessary to prevent act{s) contrary to the policies of 
the Staggers .Act and otherwise anticompetitive conduct. 

1. Reciprocal switching is necessary because there are a lack of 
competitive alternatives available to ASHTA and other captive shippers 
in the .Ashtabula area. 

Because there is a significant threat of anticompetitive conduct on the part of 

Applicants and because there are no competitive shipping alternatives available to ASHTA, 

reciprocal sw itching or other competitive access mechanism should be imposed as a condition of 

approval of the transaction. Without Board intervention. ASHTA and other shippers in the 

Ashtabula area are, essentially, without any practical remedy or relief Hence, there is a 

"compelling reason" for reciprocal switching or other CARs in Ashtabula, Delaware and Hudson 

V. Consolidated Rail Corp.. 367 ICC 718 (1983). 

"lE|vidence of intramodal, intermodal, and geographic competition 'can be helpful 

in determining whether anticompetitive conduct. . .is likely to occur." Midlec Paper Corp. v. 

United States. 857 F.2d 1487. 1503 (D C. Cir. 1988) (internal quotation omitted). "If a railroad 

[opposing the prescription of competitive access remedies) wishes to rely in any wav on 

geographic competition, it will have the burden of proving the existence of effective geographic 

competition by ciear and convincing evidence." 49 C.F.R. 1144.5(B)(2). None of the foregoing 

types of competitive alternatives exists for ASHTA and similarly situated shippers, and Applicants 

appear to admit that "ample Competitive Alternatives" exist only for Lake Coal Customers, not 
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.Ashtabula shippers foreclosed from use ofthe Ashtabula Harbor. (See Applicants' Response No. 

21 to ASHTA Chemicals Inc.'s First Set of Interrogatories (ASHT-7) ("Response No. 21 to 

ASHT-7")." 

There is no effective intramodal competition with respect to ASHTA and other 

similarly situated shippers of liquid freight. (Sivy Verified Staiement. par. 9). Applicants have 

inuicated that CS.X w ill handle aU east-west movement in the area, while NS will handle all north-

south nK)vement. Because .Ashtabula Harbor -tht only switching arrangement in the entire 

Ashtabula area- is incapable of handling liquid freigl '. Ashtabula area shippers of liquid product 

such as .ASHT.A will be fî rced to ship along and in the direction ofthe line immediately servicing 

Ihem, (Sivy N'eritlei Statement, par 9). CSX and NS iherefore will not be 'subject to any 

competitiv e restraints, and w ill be free lo abuse their positions of power over the shippers in the 

Ashtabula area. 

There w ill be no effective intermodal competition available to remedy this situation. 

(Sivy N'erified Statement, par. 10). Shipping via the Great Lakes is impracticable and 

uneconomical, as ASHTA and other shippers in the area must send product lo southern and 

western destinations (Sivy Verified Statement par. IC, and Zappitelli Verified Stateme it, pi't. 9). 

Moreover, trucking chemical produci is not a feasible alternative for shippers such as ASH TA. 

(Sivy Verified Statement, par. 10 and Zappitelli Verified Statement, par. 9), Indeed, it Requires 

' A copy of .Applicants' Responses to ASHTA Chemicals Inc.'s First Set of 
Iniern)uatories (ASH 1-7) is attached hereto as Exhibit E. 
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four trucks lo move the volume of ASHTA produci which can be accommodated by one freight 

car. (Zappitelli N'erified Statement, par. 9). In terms of operational logistics, il is generally very 

difficult and often times impossible for ASHTA and other high volume shippers in the Ashtabula 

area 'o rely ou truck movenients, as sufficiently sized fleets a.e not available. (Sivy Verified 

Statemeni. par, 10 and Zappitelli N'erified Statemeni. par. 9'. The cost of shipping via truck is 

pn)hibitive: It will ct)st more annually lo ship .ASHT.A's volume via truck than to ship by rail, and 

Ihis cost will uliimateiy be refiected in the cost of produci sold lo customers. Cappello v'erified 

Statement; Sivy N'erified jiatement; Zappitelli N erified Staiement, 

Finally, .ASHT.A has no effective geographic competitive alternatives available lo 

i l . and .Applicants cannot carry ihtir burden c.i this issue. See !9 C.F.R, §1144.5(B)(2). This 

conclusion is compelled by the ICC's decision in Vista Chemical Co. V. Atchison. Topeka and 

Santa Fe Railway Co.. 5 ICC 2d 331 (1989). In Vista. Ihe ICC rejected a shipper's request for 

the prescription of reciprocal switching because there was sufficient geographic competition. In 

finding effcctiv e geographic competition, the ICC reasoned: 

N isUi not the sole supplier for any of its cuslomers, as they receive [product) 
from 25 plants throughout the country ov er the lines of many railroads other than 
the Santa l e , , N'isia's ovvn [product] rales must be competitive or Vista vvill not 
be able to prii e ils Oklahoma City [product] competitively, and the Santa I e vvill 
lose a valuî d customer. Accordingly, it appears that Vista's traffic is subjeci to 
strong g.i)graphic competition. 

Id. at 14. 
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Here, in contrast, no effective geographic competition will exist. (Sivy Verified 

Statemeni. par. 11 and Zappitelli Verified Statement, par. 10). ASHTA is only one of three 

domestic producers of caustic potash, and is one of four domestic producers of chloropicrin and 

anhydrous potassium carbonate. (Cappello Verified Statement, par. 2 and Zappitelli Veritled 

Statemeni, par 10). Because .ASHT.A is the sole supplier of these products in this region there 

is virtually no competition for movement of this product. (Sivy Verified Statement, par. 11). 

Thus, the factual predicate needed to support a finding of effective geographic competition [i.e. 

the numerosiiv of alternativ e sources of product] is lacking. 

Applicants admit that Ihere are no effective competitive alternatives available to 

ASHT.A and other shippers of liquid freight. Indeed, at lease by implication, .Applicants have 

suggested that their prior assurances of the existence of "ample competitive alternatives" do not 

apply to ASHTA or others similarly situated. (See Response No. 21 to ASHT-7). Instead, they 

emphasize that only "Lake Coal Customers" will benefit or enjoy competitive alternatives as a 

result of their proposed transaction. (Response No, 21 to ASHT-7). .Applicants disclaimer of 

the existence of an\ competitive alternatives available to non-coal shippers such as ASHTA yields 

the inescapable conclusion ;hat there is no geographic competition and. in fact, that no competitive 

alternatives exist. 

In sum. there will be no competitive transportation alternatives for shippers such 

as ASHT.A if the present transaction is approved as proposed. That Applicants generally (and 

CSX in particular; vvill be unrestrained in their ability to adversely impact ASHT's operations 
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require this Board to prescribe reciprocal switching or other CARs to prevent anticompetitive acts. 

2. Reciprocal switching is needed to guard against unreasonable freight 
rates and to promote balanced competition. 

A. Freight Rates 

There is a substantial threat that CS.X and NS will attempt to exact unreasonable 

rates from cantive .Ashtabula area shippers, or engage in unfair pricing practices. Reciprocal 

switching or other C.ARs in the .Ashtabula area is needed lo prevent such anticompetitive abuses 

of power and to promote competitive rates. 

"It is the policy ofthe United States Government . . . to . . . maintain reasonable 

rates w here there is an absence of effective competition [and| to prohibit predatory pricing and 

practices . . . ." Thus, the Board should be "attentive to the possibility of competitive abuse 

[including] price squeeze . . . " Midtec, 857 F.2d at 1503, (internal quotation omitted). 

Observance ofthe national policy against unreasonable or unfair pricing requires 

the prescription of reciprocal switching or other CARs in the Ashtabula area. As a result of the 

proposed transaclion. CSX and NS have indicated they w ill take on a significant amount of debt 

to finance the control transaction. .ASHTA is of the view that there is a real risk of harm to 

companv operations resulting from the inevitable rate increases. It is only logical that CS.X and 

NS will increase their rates to ameliorate the internal impact of incurring the debt associated with 

the Uiidertaking. In the absence of competitive restraints, see Section 1(A)(1), supra, to restrict 

such rate increases, .Applicants will be free to set and charge unreasonable rates from captive 

shippers such as .ASHTA in order to pay their debts and to recover the costs of this transaction.. 
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Applicants have failed to alleviate concerns in this respect, cryptically stating that 

they "do not know how freight rates will change in the next (sic) five years." (See Response No. 

23 to ASH r-7). In v iew of the Applicants' Responses lo ASHT-7, ASHTA can only expect that 

freighi rates will increase. Verbal assurances made by .Applicants that they will maintain 

reasonable rates are not a firm commitment. More importantly, even assuming that the current 

freight rates were maintained for a period of years, the fact remains that no competitive benefit 

would be enjoyed by .ASHT.A and similarly-situated shippers, as compared to the other shippers 

nationwide receiving better service, more direct routes, new rail network, physical plant and other 

tangible improvements. .An overview of the Applicatio i reveals that certain regions across the 

country and certain industries stand to gain disproportionately from the proposed transaction. 

Others, such as .ASHTA. have been given no real consideration and, vvithout STB intervention, 

will suffer harm. Based on these concerns and lo ensure against discriminatory effects, it is 

appropriate for the Board to impose reciprocal switching or other competitive access remedy as 

a condition to approval of the transaction. 

B. Balanced Competition 

Applicants have gone to great lengths to demonstrate the advantages which they 

believe this transaction will carry for a number of industries. For example, their proposal outlines 

in detail the opportunities which the transaction will present for the coal and automotive industries. 

(Application, Volume 3B, pp. 141-151). However, Applicants fail to consider or address the 

needs ofthe chemical industry, vvhich is heavily reliant on rail transportation. 
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Moreover Applicants have developed a plan which appears to favor certain 

industries over others -.nd inures to the benefit of v arious regions/locations throughout the nation. 

Applicants hav e made prov ision for sw itching arrangements, trackage rights, and terminal sharing 

throughout the nation, in locations other than .Ashtabula Ohio. For example, new automotive 

service networks, and opportunities for nevv and diverted coal business have been developed 

(Application. N'olume 3B. pp. 141, 147), The .Applicants have indicated that these industries w ill 

benefii from "improved efficiency associated with elimination of route circuity." (.Application, 

N'olume 3B at 147), Yet. no such consideration has been given to ASHT.A. The Applicants' plan 

does not even tangentially address the needs or conceriis of Ashtabula area shippers. In fact when 

considered in relation to sitier shippers in the country, any benefits of the transaction are 

distributed disproportionately. There is no balanced competition, and ASHTA is placed not only 

at competitive disadvantage but also a geographic disadvantage. 

It appears that .Applicants' plan, as proposed, vvill put Ashtabula area shippers at 

a general competitive disadvantage. Chemical shippers will be put to further, specific, 

disadvantage, as .Applicants' plan makes no provision for these shippers' transportation 

requirements. If the plan is adopted as proposed and no mechanism for competitive access is 

afforded. ASHTA w ill be unable to compete in the free market. Because .Applicants' plan w ill put 

ASin A and similarly-situated shippers at a competitive disadvantage and action by the Board is 

necessary to ensure balanced competition, the Board should prescribe reciprocal switching or other 

CARs. 
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3. Reciprocal switching will promote public health and safety. 

The shipping routes contemplated by Applicants will carry unnecessary risk to the 

public health and safety. Reciprocal switching or other competitive access will effectively reduce 

this unneeded risk, and promote public health and safety in rail transportation. 

The national policy of promoting >-;'fe rail iransportation is codified in 49 U.S.C. 

§10101. That section declares that "it is the policy ofthe United Stales Government . . . to 

promote a safe and efficient rail transportation system [bv allowing rail carriers to earn adequate 

revenues as determined by the Board); . . . to operate transportation facilities and equipment 

without detriment to the public health and safety; [and] to encourage . . . safe and suitable 

conditions in the railroad industry." 

Commiiment to this policy of protecting the public health and safety requires the 

prescription of reciprocal switching or other competitive access in the .Ashtabuh area. .ASHT.A 

ships product out of the area that is sensitive chemical material, classified as hazardous under 

applicable state and federal law (Zappitelli N'erified Slalenient, par, 12 and Sivy Verified 

Statement, par. 13). ASHTA has always been committed to implementing and maintaining 

programs, operating practices and procedures that promote safety. A switching arrangement 

serves the public and the public interesi because shorter, more direct routing of chemical producis 

will reduce travel lime, the volume of sensitive products on the rail iines and the risk of harm to 

lhe public (Zappitelli Veritled Statemeni, par. 12 and Sivy Verified Statement, pars. 13-14). .As 

a consequence, the switching arrangement will promote public health and safety. 
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Applicants have indicated that they will not "switch" ASHTA's chemical products 

or give each other access or trackage rights that would allow for more direct routing of chemical 

pn)ducts to reduce the distance and the time ihat the product travels the rails. (St^ Exhibit C and 

Exhibit D attached hereto). Instead. Applicants propose a transaction which will needlessly 

require carrying these sensitive materials to distant points, where the material will be switched to 

ether carriers for transport back in the direction from which they came, and then on to their final 

destinations throughout the I'nited Stales. This arrangement unnecessarily increase the amount 

of time and distance in which chemical materials are in transport (Sivy Verified Staiement, par. 

8). The Board should not allow Applicants to foreclose use of more efficient and safe routing of 

chemical freighi. Instead, a reciprocal switching arrangement or other competitive access 

mechanism should be mandated lo affirm the national policy of promoting safe rail transponation. 

4. Reciprocal switching will encourage and promote energy conservation. 

It is the policy ofthe United States to "encourage and promote energy conservation. 

. . ." 49 U.S.C. §10101(14), The routing arrangement propo.sed by Applicants conflicts with this 

policy, as it u ill involve significant unneeded movement of product shipped out of Ashtabula, and 

the accompanying waste of resources A reciprocal switching arrangement in the area will 

alleviate this problem by allow ing shippers to avail themselves of existing, more direci lines. 

(Sivy Veritled Statement, par. 13-14 and Zappitelli Verified .Statement, pars. 12-13). Reciprocal 

switching or other competitive access should therefore be prescribed in the Ashtabula area. 
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.Applicants can offer no persuasive counter-argument in this regard. Indeed, 

Applicants themselves extol the benefits associated with eliminailng r(̂ Mte circuity and routing 

iraffic more directly ui least as it relates to the coal and automotive industries. (Application, 

Volume 3B, pl47). However, the same logistical and efficiency goal has not been applied as il 

relates to ASHTA. .As proposed, .ASHTA will still be required to ship Its product to Buffalo, New 

York , even if its final destination is Houston, Texas or Cleveland, Ohio. Because Applicants and 

ASHTA are in agreement that direct routing promotes rail efficiency and competition, the Board 

should require the .Applicants to work with .ASHTA lo develop a plan that makes sense for rail 

transportaiion in Ashtabula for all shippers, instead of just a few. Reciprocal switching or other 

competitive access mechanism vvill allow shippers such as .ASHTA lo route product directly. 

B. Reciprocal switching is practicable and in the public interest. 

There are four criteria for determining whether a proposed switching service is 

practicable and in the public interesi: 

(1) interchange and switching must be feasible: 

(2) the terminal facilities must be able to accommodate the traffic of both 
competing carriers; 

(3) the presence of reciprocal switching must not unduly ha.nper the ability of 
either carrier to serve its shippers; and 

(4) the benefits lo shippers from improved service or reduced rates must 
outweigh detriments, if any, lo eiiher carrier. 
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Delaware and Hudson v. Consolidated Rail Corp.. 367 ICC 718 (1983). These four criteria are 

all met in the instant case. The Board should iherefore prescribe reciprocal switching or other 

CARs. 

Interchange and switching in the Ashtabula area is feasible. Indeed, two such rail 

shipping locations exist al and near the West Yard where the interchange and switching by and 

between carriers have occurred prev iouslv and could be accommodated in the future .Applicants 

have already agreed to enter imo such an arrangement in the area (at Ashtabula Harbor), and they 

fail to identity non-feasibilitv as one of theii objections to Ihe use of reciprocal switching or other 

competitive access elsewhere in the Ashtabula area. (See Response Nos. 8 and 25 to ASHT-7). 

Indeed. .Applicants cannot claim that reciprocal switching would not be feasible, as they have 

conducted no feasibility studies regarding reciprocal switching in the Ashtabula area. (See 

Response No.3 to ASHT-7. 

Terminal facilities in the Ashtabula area vvill be able lo handle the traffic of both 

competing carriers. None of the relevant yards currently operaie at capacity, and "there is 

sufficient capacity to handle anticipated traffic," (See Response No. 24 to ASHT-7). Moreover, 

Applicants fail lo ideniify lhe lack of lerminal capacity as a basis for objection lo the use of 

reciprocal switching, (See Response No, 25 to .ASHT-7). 

The presence of reciprocal switching vvill not unduly hamper the ability of 

Applicants to meet the need of area shippers. Again, Applicants do not even claim as much, 

having failed to identity this as a grounds for objection to reciprocal switching. (See Response No. 

25 lo ASHrA-7). In fact, reciprocal switching will allow Applicants to better serve their 
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customers by providing more direct rail routes and improved turnaround times, with concordant 

reductions in shipping costs and rail transh times. (Cappello Verified Staiement, par. 5; Sivy 

Verified Statement, par. 14; Zappitelli N erified Statement, par. 13). 

The benefits that will inure to the public, cuslomers :nd lhal ASHT.A and other 

similarly situated shippers w ill enjvw as a result of reciprocal switching in the aiea far outweigh 

anv negative impact on Applicants, Reciprocal switching or other competitive access will reduce 

shipping costs and raii time, fhis, in turn, uill allow shippers such as ASHTA to reduce product 

cost, or at least minimize any increase therein. Such cost reductions allow for economic and 

competitive growth, (Cappello Nerified Statement, par. 5; Sivy Veritled Staiement, par. 14; 

Zappitelli N'erified Statement, par. 13). 

The public benefit to be gained as a result of the proposed switch cannot be 

overemphasized. Because reciprocal switching in the Ashtabula area is feasible and vvill benefit 

consuniers of a variety of producis throughout the nation, Ihe Board should prescribe such 

competitive access remedy. 

C. ASHT.A would use the requested reciprocal switching arrangement for a 
significant porion of its current and future railroad transportation needs. 

ASHT.A has st.inding U) seek reciprocal switching in the .Ashtabula area. As the 

ICC noted in Vista Chemical Co.. a shipper may demonstrate "ils standin;: . . . by showing that 

il vvould use [switch-connected rails] for a significant portion of its railroad transporiation." 5 

ICC 2d at 13. This may be achieved by offering examples of destinations that could be served via 

sw itch. ASH TA could use switch-connected rails to move southern and western-bound shipments. 

l l .M'DIX -ilMI D D.M A 7 4 r i o Dl 22 



ASHTA would use a switch in the area to service the following destinations: 

* Lemont, Illinois; 

* Houston, Texas; and 

* Los Am les, California. 

Several other product destinations could also be served by way of switch-connected rails, and 

ASHTA would be able to employ an Ashtabula area switch to ship 30-60'̂  of its product (Sivy 

Verified Statement, par. 15). The locations which would be served via switched route represent 

a significant portion ofthe total number of Jestinations to which ASHTA ships. Clearly, ASHIA 

could use reciprocal switching to meet a significant portion of ils shipping needs, and has standing 

to seek competitive access. 

II. Reciprocal switching should be imposed as a condition to the proposed 
transaction pursuant to 49 I .S.C.§1L^23. 

49 U.S.C. §11323 ( C ) slates that "[t|he Board may impose conditions governing the 

transaction, including . . . requiring the granting of trackage rights and access to other facilities." 

Thus, "if a transaction threatens harm lo the public interest, then public interest conditions should 

be imposed if they are operationally feasible, ameliorate or eliminate the harm threatened by the 

transaction, and they are of greater benefii lo the public then they are detrimental lo the 

transaction" Union Pacific - Conln)l - Missouri Pacific: NVestern Pacific. 366 ICC 462, 1982 WL 

190779, *76 (1982). 

A. The trahsaction threatens harm to the public interest. 

The transaction, as proposed by Applicants, threatens harm to the public interest. 
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It invites abuse by Applicants of the positions of power which they will enjoy in Ashtabula area 

shipping. See Section 1(A)(1), suprn. It further invites Applicants to engage in unfair or 

unreasonable pricing practices. See Section 1(A)(2), supra. It will involve needless movement of 

hazardous materials, and vvill iherefore present avoidable risk lo the environment, public health 

and safety, as well as) waste of the energy and resources expended in such movement. See 

Sections I(A)(3-(-4). supra. Lastly, the iransaction as proposed by .Applicants will impact 

consumers of chemical products and by-products throughout the nation negatively, by reducing 

the amount of pricing competition in the chemical industry. See Section 1(B), supra. 

B. Reciprocal switching is operationally feasible. 

The ̂ witching arrangement that ASHTA seeks in the .Ashtabula area is operationally 

feasible. Two switches already exist nearby, and the West Yard terminal appears to have sufficient 

capacity to handle switch-related traffic. Indeed, Applicants have conducted no studies which 

suggest the contrary, and they fail to .idvance non-feasibility as a basis for objection lo reciprocal 

switching/competitive access in Ihe area. See generally. Section 1(B). supra. 

C. Imposing reciprocal switching as a condition to the transaction would 
ameliorate or eliminate the threatened harm. 

Reciprocal switching would eliminate, or at least atiieliorate, all of the public 

interest problems identified in section 11(A), supra. Such an arrangement would inject the 

Ashtabula area rail industry with an appreciable degree of competition, and will thereby reduce 

the risk of rate or service abu.se by Applicants. See Sections I(A)(1 +2), supra. It would permit 

Ashtabula area shippers of liquid freight lo employ the most direct routes available, and thereby 
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reduce the time and distance which these pioducis coend in transit, as well as the amount of 

resources expended in shipping, See Sections I(A)(3 + 4), supra. Lastly, it will allow ASHTA 

to price its product competitively, which will serve lo lower prices in relevant chemical industries, 

as well as the prices paid by consumers for various producis manufactured nationwide. See 

Section 1(B), supra. 

D. The benefits associated with Board-ordered reciprocal switching would far 
outweigh any potential harm to the transaction. 

The benefits ofthe condition requested by ASHTA will have national impact, and 

w ill have positive safety and environmental consequences. In contrast. Applicants can point to 

no specific objections which they might have to a reciprocal switching arrangement in the West 

Yard area. Indeed, the only negative impact which could be assocî led with the requested 

condition is a possible reduction in Applicant's Ashtabula area revenue. This speculative harm 

is itself insufficient to preclude the prescription of CARs. See 49 C.F.R. 1144,5(B)(3). Il 

follows that il is likewise insufficient reason to deny the condition presently soughi. Moreover, 

such speculative harm is local in nature, impacting only the amount of revenue generated in the 

Ashtabula area. Because national environmental, safely, and economic benefits far outweigh 

possible loss ot revenue generated in one small locale, ASHTA's request for conditions should be 

granied. 
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III. Additional Relief -- The Board should establish an ongoing oversight committee to 
monitor implementation of conditions and to ensure that no anticompetitive 
abuses occur. 

The Board should exercise its authority to establish an ongoing oversight committee to 

monitor implementation of any conditions imposed as a condition to approval of the instant 

transaction. Such ongoing oversight is also needed to ensure that the quality of service provision 

does not deteriorate. Applicants from instituting punitive measures or otherwise retaliating against 

shippers such as ASHTA, who have soughi to safeguard their interests and rights before this 

Board, 

CONCLUSION 

For all of the foregoing reasons, ASHTA respectfttlly requests that the Board grant 

it the relie; soughi herein by conditioning approval of the iransaction on establishment of a 

reciprocal switching arrangement or other competitive access remedy at the West yard 'ii 

Ashtabula, Ohio. 

CERTIFICATE OF SERVICE 

I hereby certify that copies of ASHTA Chemicals Inc. Responsive Application And 

Request for Conditions (ASHT-11) have been served this ' of October, 1997, bv first-class 

rnail, postage prepaid on the Honorable Jacob Leventhal, all Counsel of Record in Finance Docket 

No. 33388. and on all parties of record identified on the Official Service List. 

CHRISTOPHER/C. McCRACKEN, ESQ. 
One ofthe Attorneys for .ASI!TA Chemicals Inc. 
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ASHT-11 
EXHIBIT - 1 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

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

-CONTROL AND OPERATING LEASES/.AGREEMENTS-
CONRAIL INC. AND CONSOLIDATED R.AIL CORPORATION 

ASHTA CHEMICALS INC. 
VERIFIED STATEMENT OF STACI ZAPPITELLI 

1 My name is STACI ZAPPITELLI, and I am a Distribution Analyst at ASHTA Chemicals 
Inc. (ASHTA). I have prepared this Verified Staiement in connection with the Responsive 
Application and Request for Conditions that ASHTA will file in this proceeding. I have 
been employed as a Distribution Analyst with ASHT.A since 1993. and I have knowledge 
of rail routes in and around the Ashtabula, Ohio area, ASHTA's operations and the matters 
stated herein. 

2 ASHTA is one of the largest manufacturers and the largest shipper (via rail) of chemical 
producis in Ashtabula, Ohio (Ashtabula). ASHTA has throughput agreements with 22 
terminals strategically located throughout the United States, in Illinois, Texas, 
Massachusetts. Georgia, New Jersey, Ohio, California, Washington, Utah, North 
Carolina, Florida, Alabama, Oregon, Minnesota, and Nebraska. ASHTA ships its 
chemical products tc customers throughout the continental United States and Canada. 

3, Th.'ie are two main rail loading facilities in Ashtabula, Ohio. The first is located at 
Ashtabula Harbor, which lies approximately 2 miles to the northwest of Ashtabula's 
production center. The Ashtabula Harbor facility is utilized primarily for transporting coal 
and is ill-equipped to handle liquid produci. Although the Ashtabula Harbor facility is in 
close proximity to ASHTA's plant, ASHTA's products have never been shipped through 
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the .Ashtabula Harbor because ASHTA primarily produces and ships liquid materials. 
ASHTA is unable to use the Ashtabula Harbor facilities, since the largest volume of 
product shipped by ASHTA consists of liquid chemicals. The Ashtabula Harbor facilities 
are of little use lo at least six other shippers in the Ashtabula area, all of whom ship 
through the "West Yard," as de.scribed in the following paragraph. 

4 . The second Ashtabula shipping location is situated in an area called the "West Yard," 
which is approximately 6 miles west of ASHTA's site. All of ASHTA's products are 
transported from ASHT.A's plant lo the West Yard. From the West Yard, ASHTA's 
chemical products are shipped oul of .Ashtabula. Ohio to Buffalo, New York and, at 
Buffalo, routed lo final "ship-to" destinations on Conrail. ASHT.A's chemical products, 
even product with final destinations of Texas, Georgia, Alabama, North Carolina and other 
poinis south, are all first shipped north to Buffalo. New York primarily because there has 
been no competitive alternatives availal le to ASHTA. To date. Conrail has been the only 
railroad carrier providing transportation services lo ASHTA out of the West Yard. 

5, Based on my analysis of the Application and my knowledge of the rail lines in Ashtabula, 
I have concluded that ASHTA will not be able to utilize rail lines operated by NS at the 
West Yard, but will have CSX as the only available rail carrier of its chemical products 
if the transaction is approved as proposed. This situation will leave ASHTA with no 
economically feasible competitive alternatives. Moreover, ASHTA will continue to be 
forced to ship its product to Buffalo. New York on CSX for routing and switching to 
southern, eastern and western destinations and for transport throughout the nation. 

6, Any rail arrangement requiring ASHTA to route all of its product through Buffalo, New 
York is logistically unsound, as ASHTA ships lo a number of distant southern and western 
locations, including Alabama. Arizona. California, Florida, Georgia, Nebraska, Texas, 
Utah, and Washington. A reciprocal switching arrangement or other competitive access 
remedy would avoid the unnecessary and costly movement involved in routing southern 
and western-bound shipments through Buffalo. 

7, In the early 1970's, rail cars were brought out of the West Yard to a rail interconnect, 
where the Norfolk and Western RR (now Norfolk Southern) and Penn Central RR (now 
Conrail) intersect, just southeast of the West Yard (near Gary and Fitch Streets in 
Ashtabula. Ohio). At this "spur" outbo-ind West Yard rail cars were rerouted pursuant 
to some switching arrangement between the carriers. An additional switch is located at the 
West Yard. The physical plant already exists to accommodate a switching arrangement 
or competitive access at this West Yard location. Reestablishment of one or more of these 
switches, or establishment of similar switches, is both practicable and necessary, and 
ASHT.A would pay a reasonable fee for switching services. The fact that these "switches" 
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already exist and were previously used indicates that switching is feasible in at least two 
locations. 

8. Based on my analysis and assessment of rail traffic in the Ashtabula area, the transaction, 
as proposed in these proceedings, would leave no effective intramodal competition for 
ASHTA and other similarly situated Ashtabula area shippers of liquid freight. Applicants 
have indicated that CSX will handle all east-west movement in the area, while NS will 
handle all north-south movement. Because Ashtabula Harbor -the only switching 
arr?ngement in the entire Ashtabula area- is incapable of handling liquid freight. 
Asu.abula area shippers of liquid product such as ASHTA will be forced to ship along and 
in the direction of'h-' hne immediately servicing them. CSX and NS therefore will not be 
subject to any competitive restraints. 

9 My analysi; of our company's transportation options indicates that there is no effective 
intermodal competition available to ASHTA and similarly situated shippers. Shipping via 
the Great Lakes is im racticable and uneconomical, as ASHTA and other shippers in Uic 
area must send product to southern and western destinations. Moreover, Pinney Dock, the 
only docking facility at Ashtabula Harbor, is unable to handle liquid freighi. Trucking 
chemical product is also generally not a feasible alternative for high volume shippers such 
as ASHTA, as it requires four trucks to move the volume of ASHTA product which can 
be accommodated by one freight car. It is logistically impossible fo- ASHTA and other 
high volume shippers in the Ashtabula area to rely on truck movements, as sufficiently 
sized fleets are generally not available. In addition, the cost of shipping via truck is 
generally prohibitive: It will be significantly more expensive to ship ASHTA's volume via 
truck than to ship by rail, and this cost will ultimately be reflected in the cost of product 
sold to customers. 

10 I have determined that no effective geographic competition exists to protect ASHTA: 
ASHTA is one of only three domestic producers of caustic potash in the nation: one of 
only four domestic producers of chloropicrin in the nation; one of only four domestic 
producers of anhydrous potassium carbonate in the nation; and one of only three domestic 
producers of liquid potassium carbonate in the nation. Because ASHTA is the sole 
supplier of these producis in this region, there is virtually no geographic competition for 
movement of ASHTA's product. 

11 Based on my assessment of Applicants' proposal, the transaction, if approved as proposed, 
will put ASHTA at a competitive disadvantage. 

12. ASHTA ships products classified as a hazardous material under applicable stale and federal 
law. For example, .ASHTA ships potassium hydroxide solution to a number of western 
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and southern destinations, including Texas, Georgia, North Carolina. Florida, California, 
and Washington. The arrangement proposed by Applicants will require shipping this 
sensitive chemical to Buffalo, where it will be transported to other locations. A reciprocal 
sw itch in the Ashtabula area would eliminate circuitous routing of this sensitive product 
and would allow ASHTA to send the product directly, more efficiently, and safely to its 
final destination. Under the .Applicants' proposal, for example, product with a final 
destination of Cleveland would need to be first sent to Buffalo then routed back through 
Ashtabula to Cleveland. A reciprocal switching arrangement would permit a direct route 
from Ashtabula to Cleveland, and would significantly reduce the distance which this 
chemical material travels. 

13, Reciprocal switching will allow ASHTA to better serve its customers by providing more 
direct rail routes. This will reduce shipping costs, rail transit times, and energy 
consumption. A reciprocal switching arrangement will also allow shippers such as 
ASHTA lo reduce product cost, or at least minimize any increase therein. Such cost 
reductions allow for economic and competitive growth. 
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VERIFICATION 

STATE OF OHIO ) 
) SS. 

COUNTY OF CUYAHOGA ) 

I, STACI ZAPPITELLI, being duly sworn, state that I have read the foregoing 
statement, that I know its contents and that those contents are true as stated. 

STACI ZAPPITELLI 

SUBSCRIBED AND SWORN to before me this _ _ day of 
September 1997. 

Notar/Public 
My commis'.ion expiers 3/29/2000 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

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

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

ASHTA CHEMICALS INC. 
VERIFIED STATEMENT OF ELAINE SIVY 

1. My name is ELAINE SIVY, and I am the Distribution Manager at ASHTA Chemicals Inc. 
(ASHTA), I have prepared this Verified Statement in connection with the Responsive 
Application and Request for Condiiions that ASHTA will file in this proceeding. I have 
been employed by ASHTA since 1988. I am a member of the Council on Logistic 
Management. I have knowledge of rail routes in and around the Ashtabula, Ohio area, 
ASHTA's operations, and the matters stated herein. 

2. ASHTA is in the business of manufacturing and marketing potassium hydroxide (KOH), 
chlorine (Cl.). anhydrous potassium carbonate (APC) and liquid potassium carbonate 
(LPC), as well as various products derived from these chemicals. ASHTA's primary 
product is liquid potassium hydroxide or caustic potash, (LKOH). ASHTA is the second 
largest of only three domestic producers of LKOH. Chlorine, ASHTA's other primary 
product, is a by-product of potassium hydroxide production. ASHTA also produces 
anhydrous and liquid potassium carbonate and chloropicrin, which are derivatives of 
potassium hydroxide and chlorine, respectively. ASHTA is one of four domestic 
producers of anhydrous potassium carbonate, and one of three domestic producers of 
liquid potassium carbonate. ASHTA is one of four known domestic manufacturers of 
chloropicrin, and enjoys about 257c of the domestic chloropicrin market. ASHTA also 
processes and produces flake and walnut potassium hydroxide (EKOH & WKOH). 
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3. ASHTA's potassium products are used in a variety of applications, primarily in the 
manufacture of other products, including glass, potassium phosphates, icrtilizers. soaps 
and detergents, alkaline batteries, photographic chemicals, petroleum products and other 
potassium chemicals. Chlorine is used in the pulp, paper, and polyvinyl chloride (PVC) 
industries, as well as numerous smaller applications. The largest portion of ASHTA's 
chlorine product is u.sed in the manufacture of titanium dioxide. Chloropicrin is u.sed as 
a pesticide, and is a leading chemical replacement of methylbromide. 

4. ASHTA is one of the largest manufacturers and the largest shipper (via rail) of chemical 
products in Ashtabula, Ohio (Ashtabula). ASHTA has throughput agreements with 22 
terminals strategically located throughout the United States, in Illinois, Texas, 
Massachusetts, Georgia, New Jersey, Ohio, California, Washington, Utah, North 
Carolina, Florida, Alabama, Oregon. Minnesota, and Nebraska. ASHTA ships its 
chemical producis to customers throughout the continental United States and Canada. 

5. ASHTA's manufacturing operations are located on a 72-acre site at a single facility in 
Ashtabula, approximately sixty miles east of Cleveland. Ohio, on Lake Erie's south shore. 
The facility is situated in an industrial complex which includes producers of titanium 
dioxide, polyvinyl chloride, hydrochloric acid and other chemicals. ASHTA operates out 
of five warehouses, located in Ohio, New York, Illinois, Texas, and California. 

6. There is a rail shipping location situated in an area of Ashtabula called the "West Yard," 
which is approximately 6 miles west of ASHTA's sile. All of ASHTA's products are 
transported from ASHTA's plant to the West Yard. From the West Yard. ASHTA's 
chemical products are shipped out of Ashtabula, Ohio to Buffalo, New York and, at 
Buffalo, routed to final "ship-to" destinations on Conrail. ASHTA's chemical products, 
ev en product with final destinations of Texas, Georgia, Alabama, North Carolina and other 
points south, are all first shipped north to Buffalo. New York primarily because there has 
been no competitive alternatives available to ASHTA. To date, Conrail has been the only 
railroad carrier providing transportation services to ASHTA oi't of the West Yard. 
ASHTA currently spends approximately $2.5 million annually on transporiation via 
Conrail. 

7. Based on my analysis of the Application and knowledge ofthe rail lines in Ashtabula, I 
have concluded that ASHTA will not be able to utilize rail lines operated by NS at the 
West Yard, but will have CSX as the only available rail carrier of its chemical products 
if the iransaction is approved as proposed. This situation will leave ASHTA with no 
economically feasible competitive alternatives. Moreover, ASHTA will continue to be 
forced to ship its product to Buffalo, New York on CSX for routing and switching to 
southern, eastern and western destinations and for transport throughout the nation. 

8 Based on my analysis of the proposed transaction and our company's rail routes, I have 
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determined that any rail arrangement requiring ASHTA to route all of its product through 
Buffalo, New York is logistically unsound, as ASHTA ships to a number of distant 
southern and western locations, including Alabama, Arizona, California, Florida, Georgia, 
Nebraska, Texas, Utah, and Washington. A reciprocal switching arrangement or other 
competitive access remedy would avoid the unnecessary and costly movement involved in 
routing southern and western-bound shipments through Buffalo. A reciprocal switch in 
the Ashtabula area would significantly reduce the amount of rail which ASHTA's southern 
and western-bound product travels. ASHTA is one of at least 6 shippers in the Ashtabula 
area who could ship more directly via reciprocal switch. 

9 Based on my analysis and assessment of rail traffic in the Ashtabula area, the transaction, 
as proposed in these proceedings, would leave no effective intramodal competition for 
ASHTA and other similarly situated Ashtabula area shippers of liquid freight. Applicants 
have indicated that CSX w ill handle iiil east-west movement in the area, while NS will 
handle ail north-south movement. Because Ashtabula Harbor -the only switching 
arrangement in the entire Ashtabula area- is incapable of handling liquid freighi, 
Ashtabula area shippers of liquid product such as ASHTA will be forced to ship along and 
in the direction of the line immediately servicing them. CSX and NS therefore will not be 
subject 10 any competitive restraints. 

10. .My analysis of our company's transportation options indicates that there is no effective 
intermodal competition available to ASHTA and similarly situated shippers. Shipping via 
the Great Lakes is impracticable and uneconomical, as ASHTA and other shippers in the 
area must send product to southern and western destinations. Moreover. Pinney Dock, the 
only docking facility at Ashtabula Harbor, is unable to handle liquid freight. Trucking 
chemical product is also generally not a feasible alternative for high volume shippers such 
as ASHT.A. as it requires four trucks to move the volume of ASHTA product which can 
be accommodated by one freight car. It is logistically impossible for ASHTA and other 
high volume shippers in the Ashtabula area to rely on tiuck movements, as sufficiently 
sized fleets are generally not available. In addition, the cost of shipping via tntck is 
generally prohibitive: ll will be significantly more expensive to ship ASHTA's volume via 
truck than to ship by rail, and this cost will ultimately be reflected in the cost of product 
sold to customers, 

11 I have determined that no effective geographic competition exists to protect ASHTA: 
ASHTA is one of only three domestic producers of caustic potash in the nation; one of 
only four domestic producers of chloropicrin in the nation; one of only four domestic 
producers of anhydrous potassium carbonate in the nation; and one of only three domestic 
producers of liquid potassium carbonate in the nation Because ASHTA is the sole 
supplier of these products in this region, there is virtually no geographic competition for 
movement of ASHTA's product. 

12 Based on my assessment of Applicants' proposal, the transaction, if approved as proposed, 
w ill put ASHTA at a competitive disadvantage. 

Date: October 17, 1997 G \WPIXX.\SIMED\I)ATA\740957 



f a c s i m i l e 
T R A N S M I T T A L 

to: Bruce Mihalick - Conrail 
fax #: 216-268-7173 
ra: Rate Requests 
date: April 17, 1997 
pages: 1, including this cover sheet 

Bruce, 

I need the following rates please: 

Origin: Ashtabula, OH 
Destination Hoescht Celanese 

Carlisle, SC 
Delv Carrier CSXT or NS (not sure) 
Product: Potassium Hydroxide, Solution 

STCC=2812410 
Volume: 24 tank cars per year 

Need Proportional rates for the following: 
Origin: Ashiabuia, OH 
Destination Buflalo, NY 
Produti: Potassium Hydroxide, Solution 

STCC=28124IC 

Origin: Ashtabula, OH 
Destination Cleveland, OH 
Product Potassium Hydroxide, Solution 

STCC-2812410 

Any questions, please let me know. 

Thanks, 

Elaine From the desk of 

Elaine M. Sivy 
Distribution Manager 

ASHTA Chemicals Inc 
P C Box 858 

Ashtabula. OH 44005-0858 

216-997-6858 
Fax 216-992-0151 



13. ASHTA ships products classified as a hazardous material under applicable state and federal 
law. For example, ASHTA ships potassium hydroxide solution to a r.umber of western 
and southern destinations, including Texas, Georgia, North Carolina, Florida, California, 
and Washingion. The airangement proposed by Applicants will require shipping this 
sensitive chemical to Buffalo, where it will be transported to other kxations. A reciprocal 
switch in the Ashtabula area would eliminate circuitous routing of this sensitive product 
and would allow ASHTA to send the product directly, more efficiently, and safely to its 
final destination. Under the Applicants' proposal, for example, product with a final 
destination of Cleveland would need to be first sent to Buffalo then routed back through 
Ashtabula to Cleveland. A reciprocal switching arrangement would permit a direci route 
from Ashtabula to Cleveland, and would significantly reduce the distance which this 
chemical material travels. 

14. Reciprocal switching will allow ASHTA to better serve its customers by providing more 
direct rail routes. This will reduce shipping costs, rail transit times, and energy 
consumption. A reciprocal switching arrangement will also allow shippers such as 
ASHTA to reduce product cost, or at least minimize any increase therein. Such cost 
reductions allow for economic and competitive growth. 

15 ASHTA could use a reciprocal switch in the Ashtabula area to ship 30-60 % of its product. 
The locations which would be served via switched route represent a significant portion of 
the total number of destinations to which ASHTA ships. Specifically, ASHTA could use 
a switch to .service the following destinations: 

*Lemont, Illinois 

*Houston, Texas 

*Los Angeles, California 

16 On al least two separate occasions, I have requested, on behalf of ASHTA, Conrail to 
provide proportional rates. A true and accurate copy of my written request for a proport 
ional rate agreement (fax dated April 17, 1997) is attached hereto, Conrail failed to 
respond to these requests. 

17. Based on the responses and nonresponses our company received from the Applicants, 
intervention by the Surface Transportation Board is necessary to ensure fair and equitable 
treatment of area shippers generally and ASHTA specifically, by imposing reciprocal 
switching or other competitive access remedy. 

Date: (Jclober 17, 1997 G>WPIXX-,SIMI I>I)ATA\740957 



VERIFICATION 

STATE OF OHIO ) 
) SS. 

COUNTY CF CUYAHOGA ) 

I. ELAINE SIVY, being duly sworn, state that I have read the foregoing 
statement, that I know its contents and that those contents are true as stated. 

ELAINE SIVY 

SUBSCRIBED AND SWORN tc ^ me this _ _ day Of oaober 1997. 

Notary Public 
My Commission expires .3/29/2000. 

Date: October 17, 1997 O;\WPDOC\SIMEIW)ATA\740937 





ASHTA- 11 
EXHIBIT - 3 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

CSX CORPORATION AND CST TRANSPORTATION, INC. 
NOR: C LK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

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

ASHTA CHEMICALS INC. 
VERIFIED STATEMENT OF FRANK CAPPELLO 

1. My name is FR.^NK CAPPELLO. and 1 have prepared this Verified Statement in connection 
with the Responsive Application and Request for C onditions that .ASH TA Chemicals Inc. 
(ASHTA) will file in this proceeding. 1 am employed with .ASH TA as Vice President of 
Finance and Administration. 1 have been employed vvith ASHT.A for more than six years. 
I graduated with a B.S. degree in Business Administration from John Carroll University, and 
1 obtained my ccrtifica.ion as a CPA from the state of Ohio in 1981, 1 have first-hand 
knowledge ofthe nnanciai and business affairs of ASHIA. 

2. ASHTA is in the business of manufacturing and markeling potassium hydroxide (KOH), 
chlorine (CK), anhydrous potassium carbonate (APC) and liquid potassium carbonate 
(LPC), as well as various products derived from these chemicals. ASHTA's primary 
product IS liquid potassium hydroxide or caustic potash, (LKOH). ASHTA is the second 
largest of only three domestic producers of LKOH. Chlorine, ASHTA's other primary 
product, is a by-product of potassium hydroxide production. ASHTA also produces 
anhydrous and liquid potassium carbonate and chloropicrin, which are derivatives of 
potassium hydroxide and chlorine, respectively ASHTA is one of four domestic 
producers of anhydrous potassium carbonate, and one of three domestic producers of 
liquid potassium carbonate. ASHTA is one of four known domestic manufacturers of 
chloropicrin, and enjoys about 25% of the domestic chloropicrin market. ASHTA also 
processes and produces Hake and walnut potassium hydroxide (FKOH & WXOH). 

Date: October 17, 1997 G\.-pixK̂ siMrD\DATA\740957 



ASHTA's potassium products are used in a variety of applications, primarily in the 
manufacturt '^f other products, including glass, potassium phosphates, fertilizers, soaps 
and detergents, aikalinc batteries, photographic chemicals, petroleum products and other 
potassium chemicals. Chlo."ine is used in the pulp, paper, and polyvinyl chloride (PVC) 
industries, as well as numei ous smaller applications. The largest portion of ASHTA's 
chlorine product is used in the manufacture of titanium dioxide. Chloropicrin is used as 
a pesticide, and is a leading chemical replacement of methylbromide. 

From ASHTA's persptcti\e. a reciprocal switching arrangement or other competitive access 
remedy in the Ashtabula area would avoid unnecessary and costly movement of freight 
through Buffalo. New York. 

A reciprocal switch at the West Yard would benefit the public and sen'e the public interesi 
b\ promoting safet\ and operating efficiencies. It would also allow shippers such as ASHT.A 
access to more direct rail routes and would reduce shipping costs. 

ASHT.A currently spends approximately $2.5 million annually on tran.sportalion vai Conrail. 

Dale: October 17. 1997 o \WPDOOSIMED\DATA\740957 



VERIFICATION 

STATE OF OHIO ) 
) SS. 

COUNTY OF CUYAHOGA ) 

I, FRANK CAPPELLO. being duly sworn, state that I have read the foregoing 
statement, that I know its contents and that those contents are true as stated. 

FRANK CAPPELLO 

SUBSCRIBED AND SWORN to before me this day of 
September 1997. 

Notary Public 
My Coimnission expires 3/29/2000. 

Date: October 17, 1997 O:\WPIXX:\SIMED\DATA\7409J7 





ASHTA CKemicals Ire 
3iCv M.aa'.e Rd 

" C Box 358 
Ashtabula 0^|'0 4JCC4 

Fox 2 i6-992-0151 

UStfflA 
September 30, 1997 

David L Novak 
CSX Transportation 
500 Water Street-J120 
Jacksonville, FL 32202 

Dear David, 

Our company is very interested in meeting with Norfolk Southem representatives to discuss the 
possibility of reciprocal switching or competitive access in Ashtabula, Oliio ASHTA Chemicals 
is the largest shipper in Ashtabula, Ohio Therefore, we have a great concem of the impact ofthe 
acquisition of Conrail by Norfolk Southem and CSX Transportation. 

On September 5, our attomey sent a letter to your legal representative requesting competitive 
access A copy of that letter is attached Your attomey, Dennis Lyons sent a reply indicating that 
further discussion on these issues should be pursued businessman to businessman A copy of that 
letter is also attached. 

Please contact us immediately at 440-997-6815, as we would like to schedule a meeting before 
October 13 If we do not hear from you on or before October 6, we will be forced to conclude 
that your company is unwilling to negotiate in good faith on these issues. 

We look forward to hearing from you soon. 

Sincerely, 
1 • / 

Staci Zappitelli 
Distribution Analyst 

cc Ange Gianni - ASHTA Chemicals 
Frank Capello - ASHTA Chemicals 
Michael Bowers - ASHTA Chemicals 
Inajo D. Chappell - Ulmer & Beme 
Stewart Edwards - CSX Transportation 





ASHTA Chemicals, Inc. 
3509 Middle Rd 

PO Box 858 
Ashtabula, Ohio 44004 

216-997-5221 
FQX; 216-992-0151 

September 30, 1997 ASt f IA 

D.W. Seale 
Norfolk Southem Corporation 
Three Commercial Place 
Norfolk, VA 23510-2191 

Dear Don, 

Our company is veiy interested in meeting with Norfolk Southem representatives to discuss the 
possibility of reciprocal switching or competitive access in Ashtabula, Ohio ASHTA Chemicals 
is the largest shipper in Ashtabula, Ohio Therefore, w e have a great concern of the impact of the 
acquisilion of Conrail by Norfolk Southem and CSX Transportation 

On September 5, our attomey sent a letter to your legal representative requesting competitive 
access A copy of that letter is attached To date, we have received no response to our letter 
from your attomey or business representatives. 

Please contact us immediately at 440-997-6815, as we would like to schedule a meeting before 
October 13 If we do not hear from you on or before October 6, we will be forced to conclude 
that your company is unwilling to negotiate in good faith on these issues. 

We look forward to hearing from you soon 

Sincerely, 

Staci Zappitelli 
Distribution Analyst 

cc: Ange Gianni - ASHTA Chemicals 
Frank Capello - ASHTA Chemicals 
Michael Bowers - ASHTA Chemicals 
Inajo D. Chappell - Ulmer & Beme 
Rudy Dowe - Norfolk Southem 
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NORFOLK 
S O U T H E R N 

Norfo k Soutb i tn CorDoratisn 
Three Cornmerc.»l Place 
Ncrroik, Virginia 23510-9206 
Telephone. 757 623-272C 

FAX; 757 533-4824 

Oocald W, Seale 
Vice P^cs Cert 

October 6, 1997 

VIA FAX 216/992-0151 

Ms, Staci Zappitelli 
Distribution Ana yst 
ASHTA Chenica.'s, (nc. 
3509 fV'idaie Road 
Ashtabula, OH 44004 

Dear Ms. Zappitelli; 

Thank you for vo.neite.^ of Sep-eTber3C, We apoiog for not resoo-di a 
TC, yc^. aticrney's earlier comm.r^ cr.:on to counsel for Norfol. Sot^th^^n CSX arS 

app re t ^e t?e^ ' ' ' ' ' 
AOi_i-T» ^^^^"'j luii.iy tu resporo to tnem. Fro.Ti OJ-- rev ew i«! r oar tn-st 

5ig. . ,can,iv uon the transaction as proposed. ^ 

Cc: Rucy Dowe 
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CnrijtopherP Jenkins 

5CC' wat«f str»et 
Jaciuoov i*. f. 32*02 

Oc<ober2, 1997 

Ms. Staci Zappitelfi 
Distribution Analyst 
Ashta Chemicals, inc 
3509 Middl« Road 
P. 0. Box 868 
Ashtabula, OH 44004 

Dear Stact 

I anjo/«d our telephone convarsation this afiemoon 

forw J ^ i o b i l o V f '̂̂  Transactton. wa look 
n ^ r ^ t h t L r t o ^ ^ a S f l ' : " " > ' ^ ^ ^ ^ ^ * ' ^ ' « ' t̂ '-̂  /ouw,H find e strong 
laiUerJ^iS ^ptlSl ^̂ ^̂  transportation needs, and provId.nB • superior 

Although CSXT is not vviliinQ lo glwe access to our ralroad to Ki<5 w» >««..M 

J n n / r J T ^ S e , "̂""̂  ^•'i<abiila to points that will be on the Dortion of C R 

I * . 10 « «m. «,d o. your you wpul. 

Cc: Stew Edwards 
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CSX/NS-96 
BEFORE THE 

Sl) TACE TRANSPORTATION BOARD 

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

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

STB FINANCE DOCKET NO. 33388 

APPUCANTS' RESPONSES TO 
ASHTA CHEM:::ALS INC.'S 

FIRST SET OF INTERROGATORIES TO APPUCANTS 
AND RZQL^EST FOR PRODUCTION OF DOCL'MENTS (ASHT-7) 

Applicantŝ '' hereby respond to thr ASHTA Cheiricals Inc. 's Fint Set of 

laterrogatoriea and Request for Pi.-iJuction of Documents (ASHT-7) to Applicants ('ASHTA' 

or •Requester"). 

GENERAL RiiSPQNSRS 

The following general responses are nude vvith respect to all of the requests 

and interrogatories. 

^ "Applicants'' rcfcn collectively to CSX Corporation and CSX Transportation 
(collectively "CSX"), Norfolk Southem Corporation and Norfolk Sot:thcm Railway Company 
(collativcly "NS"), and Consolidated Rail Coiporation and Conrail Inc. (collectively 
"Conrail). 

1 
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1. Applicants wiD conduct a reasonable search for documents responsive to the 

requester's documents requests. Except as objections arc noted herein,'̂  aii responsive 

documents wiil be made available for inspection and copying in Applicants' document 

depository, which is located at the offices of Amold & Porter in Washington, D.C. Copies 

of documents will be supplied upon payment of duplicattcg costs (including, in the case of 

computer tapes, costs for programming, tapes and processing time). 

2. Production of information or documents docs not necessarily imply that they 

are relevant to this proci«ding, and is not to be construed as waiving any objection stated 

herein. 

3. In line with past practice in cases of this nature, Applicants have not secv.ed 

verifications for the answers to interrogatories herein. Applicants arc prepared to dis uss the 

matter with requester if this is of concem with respect to any particular answer. 

4. Where objections have been raised as to the scope of the interrogatory, Applicants 

are willing to discuss searching for and producing infonnation covered by & more limited 

request or interrogatory caking account of the stated objection. 

GENERAL OPJgCTIQNS 

The following general objections are made with respect to all of the 

ifiteiTogatories and documents requests. Any additional specific objections arc stated at the 

beginning of the response to each interrogatory or document request. 

^ Tnus, any responses that slate that responsive documents are being produced is 
subject to the General Objections, so that, for example, any documents subject to attorney* 
cliait privilege or the work product doctrine are not being produced. 
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1. Applicants object to production of, and arc not producing, documents or 

infonnation subject to the attorney-client pri%ilegc, the work product doctrine and/or the joint 

or common interest pmilcge. 

2. Applicants object to production of, and are not producing, documenu prepared 

.in corjiccaon -Aath, or information relating to, possible settlement of this or any other matter. 

3. Applicants object to production of, and are not producing, public documents or 

infonnation that is readily available, including but not limited to documents on public file at 

the Surface Transporution Board ("STB"), the Securities and Exchange Commission, or any 

other government agency or court, or that have appeared in newspapers or other public 

media. 

4. Applicants object to the production of, and are not producing, draft verified 

statements and documents related thaeto. In prior railroad consolidation proceedings, such 

documents have been treated by all parties as protected from production. 

5. Applicants object to the production of, and sure not producing, information or 

documents Uiat arc as readily obtainable by the requester fiom its own files. 

6. Applicants object to the extent Uiat the requests seek documents containing 

confidential or sensitive commercial information, including information subject to disclosure 

restrictions imposed by law in other proceedings or by contractual obligation to third parties, 

and that is of insufficient materiality to warrant production here even under a protective 

order. 

7. Applicants object to the requests to the extent that they seek documents or 

information in a form not maintained by Applicants in the regular course of business and not 
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readily available in the form requested, on the ground that such documents or infonnation 

could only be developed, if at all, through undtJy burdensome and expressive qjecial studies, 

which are not ordinarily required and which Applicants object to performing. 

8. Appliciuits object to these interrogatories as overbroad and unduly burdensome 

to the extent that they seek information for period prior to January I, 1995. 

9. Applicants ob' ?ct to Definition and Instruction No. 8 to die extent that il 

requests individuals' home addresses and telephone numbers. 

10. Applicants object to Deliniaon and Instruction Nos. 3, 6, 7, 10 and 12 as 

unduly burdensome. 

11. .\pplicants object fo Definition and Instruction Nos. 3, 5, 6, 7, 10, 11 and 12 

to the extent they seek to impose requiremenu that exceed those ipediied in the applicable 

discovery guidelines. 

12. Appliuanis object to Definition and Instruction No. 10 to the extent it reqtiests 

detailed information regarding otherwise responsive documents that fall witî in the scope of a 

privilege. Such detailed information la not necessary, and is unreasonably burdensome to 

provide. Such information was not required or provided in the recent major control cases, 

and there is no reason here warranting different treatment. 

13. Applicants object to Definition and Instruction No. 17 as overbroad and 

imprecise in its reference to 'all territory within a twenty (20) mile radius of Uie Ashtabula 

Harbor.* Applicants furthet object to tiiis req̂ iest on Ute basis that it is vague and 

ambiguous in its reference to "Exhibit to die Application." 
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INTERROGATORIES 

Inrermpatnrv No. 1 

Describe any plans, or agreements relaung to reconstruction, rehabilitation, or 
reactiv-atior. or resumption of 5-rvice on any abandoned or discontinued CSX, NS or Conrail 
line in Ashtabula, Ohio after thr transacaon is consummated and idcnufy all persons involved 
in preparing these documents. 

1. Without waiving any objection, and subject to the General Objections staled 

above, CSX and NS rcr -Tid as follows: 

NS: NS pians to upgrade and res»re to regular service die existing connection 

between Conraii's Youngstown line and NS' Cleveland/Buffalo line in Uie Soutiiwest 

quad.'ant at Ashtabula, Ohio. 

CSX: CSX has no such plans or agreements. See die Ashtabula Access Agreement, 

Volume 8C. pages 397-420. 

Interrocatorv No. 2 

Specify any rail construction or improvement projects expected on or around the 
Conrail iine segment, CSX line segment, or NS line segment in Uie Ashtabula, Ohio area. 

2. Applicants object to tins request as vague and ambiguous to Uie extent that .u 

seeks infonnation regarding constnicnon or improvements "around' line segments. Without 

waiving any objection, and subject to tiic General Objections stated above, CSX and NS 

respond as follows: 

See response to Interrogatory No. 1. 

InterrogflfnTV No -K 

Describe any plans, studies, feasibility studies, oral communications or agreements 
relating to reciprocal switching in Uic Ashtabula, Ohio area, including die switching 
arrangement at Ashiabuia Harbor and identify all persons involved in preparing the 
documents or making or receiving Uie oral coramurucations. 



3. Applicants object to Uiis request as vague, ambiguous and overly broad to Uie 

extent that it seeks informauon regarding plans, studies, oral 'communications or agreements 

"relating to" Ashtabula. Applicants object to Uiis interrogatory to Uie extent that it seeks 

information regarding oral communications and Uic identity of persona making or receiving 

tiiose communications. Applicants funher object to tiiis interrogatory as vague and 

ambiguous to die extent tiiat it docs not define "the Ashtabula, Ohio area.' For purposes of 

this response, Applicants assume Uiat "tiie Ashtabula, Ohio area' refers to those Conrail-

owned facilities in Ashtabula, Ohio. Without waiving any objection, and subject to the 

General Objections sated above, CSX and NS respond as "oUows: 

Otiier tiian tiie Ashtabula Access Agreement, Volu ne 8C at pages 397^20, 

Applicants have conducted no such studies, nor made any such plans or agreements. The 

persons primarily responsible for negotiating Uie Ashubula Access Agreement were William 

H. Hart for CSX and James W. McClellan and Stephen C. Tobias for NS. 

Has any considerauon been given to entering into a switching arrangement fur 
movement of freight out of tiie Wett Yard in Ashubula on Uie cast/west line? If so, please 
describe any such consideration given, and identify iny plans, studies, oral communications 
or otiier documents relating tiiereto. If oral communications were made, please identify the 
persons receiving or making said communications uigeUier wiUi tiie subject matter and 
content of the communication. 

4. Applicants object to this interrogatory as vague and ambiguous to the extent 

that It seeks information regarding oral communications and the identity of persons making 

or receiving Uiose communications. Applicants also object to tius request as vâ uc, 

ambiguous and overbroad in tiiat it seeks 'documents relating thereto.' Without waiving any 

objection, and subject to tiie General Objections stated above, CSX and NS respond â  follows: 
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No. 

TnterTOgato."y No. 5 

Was any consideration given to or analysis performed of the movement of freight 
tran^rted from the ASHTA Chemicals Facility? If so, please descnbe tiic consideration 
and analŷ s and identify any documents relating tiicrcto. If not, please explain why not. 

3. Applicants object to Uie tiiis interrogatory on tiie basis Uiat tiie term 'relating 

to' ts vague, ambiguous and overbroad. Witiiout waiving any objection and subje : to tiie 

General Objections suted above. CSX and NS respond as follows: 

NS: No consideration was given to or analysis pcnormed of tiic movement of 

freight transported fron die ASHTA Chemicals Facility. As explained in tiie Verified 

Statement of John H. Williams, the Carload Waybill Sample was used for NS' Rail Traffic 

Diversion Study, .and there is no siupper or consignee identification in that traffic dau base. 

Volume 3B, Section 3, pages 95-177 describes Applicants intended service improvements. 

Projected train schedules may be found in Applicants' depository. SfiC NS-21-CO-07358-

09247. 

CSX: No. Specific analysis of tiie type requested haa not been performed. Sec 

Verified Sutement of Howard Rosen, Volume 2A at page 1S4. 

piterrogatory No. 6 

Please describe what analysis of the impacts of tiie transaction on shippers in 
Ashtabula, Ohio, has been performed, specifically describing how service will be improved 
and bow Uie public will benefit. 

6. Applicants object to tills request as vague, ambiguous and unclear as to 

whetiier tiie request seeks information regarding any analysis tiiat was perfbmed or 

informatioiv regarding how service will be improved and how the public wUl benefit. 
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Witiiout waiving any objection, and subject to Uie General Objections stated above, CSX and 

NS respond as follows: 

See response to Interrogatory No. 5. In addition, Volume 3B, Section 4.2.3, page 

229 summarizes Uie .-Vshtabula Access Agreement. Ashtabula Harbor is currentiy served 

only by Conrail. Post transacuon, botii tiie extended NS and extended CSX 'Aill serve 

Asbtnbula Harbor. 

Intgrroptorv No 7 

Have you assessed Uie impact of tiie division of Conrail assets on Ashtabula shippers, 
such as ASHTA Chemicals, Inc., Uiat do not use tiie Ashubula Harbor Facilities? If so 
identify your impact assessment. 

7. Witiiout waiving any objection, and subject to tiie General Objections stated 

above, CSX and NS responds as follows: 

See response to Intenogatory Nos. 5 and 6. 

I.nterroyatorv No. 8 

Please describe the rationale underiying your decision to have a switching 
amngement at Ashtabula Harbor, and identify tiic persons responsible for making Uie 
decision to enter into tiie Ashtabula Access Agiecmeni? 

8. without waiving any objection, and subject to the General Objections lUted 

above, CSX and NS respond as follows: 

The decision to have a switching arrangement at Ashubula Hartxir was a culmination 

of an arms lengtii bargaining process over tiic division of Conrail assets and was only one 

aspect of the negotiation of a complex plan to divide a major rail system consisting of 

thous8r;ds of miles of track and hundreds of rail facilities. 
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The persons primarily responsible for making Uic decision to enter into tiie Ashtabula 

Access Agreement for wiie James W. McClellan and Stephen C. Tobias for NS and William 

H. Hart for CSX, 

Interroyatorv No. 9 

Does CSX intend to maintain service lo all points served by Conrail on Uic lines 
allocated to CSX by tiie transaction? 

9. Without waiving any objection, and subject to tiie General Objections stated 

above, CSX responds as follows: 

See Volume 1 at page 58 and Volume S at pages 1 through 30. 

IntCfTPgatory No- 10 

Have any commercia] arrangements witii NS been formulated wiUi respect to 
mc /ements out of die West Yard in Ashtabula, Ohio or on Uu; Chicago line? 

10. Applicants object to tiiis request as vague and ambiguous to tiie extent Uiat the 

terra 'commercial arrangements" is susceptible to more than one meaning. Witiiout waiving 

tiiis objection, and subject to tiie General Objections stated above, NS responds as follows: 

No. 

Interrogatory No. II 

In Uic Applicaaon, it is suted tiiat CSX intends to invest over $196.2 .'niilion to 
upgrade Uie former B&O line in Ohio and Uiat the operating plan calls for an investment of 
approximately $488 million, what portion of die funds sUted in tiie preceding interrogatory 
will be used to improve service delivery in Ashtabula, Ohio? At facilities otiier tiian 
Ashtabula Harbor? 

11. Applicants object to tius interrogatory on die basis Uiat it is ambiguous and 

confusing in tiiat no 'portion of funds* is stated in Interrogatory No. 10, tiic preceding 
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interrogitory. Witiiout waiving tiiat objection, and subject to tiie General Objections suted 

above, CSX responds as follows: 

All shippers routing traffic via tiie former B<StO line will benefit from tiie investment. 

Therefore, all portions of the funds will be used to improve service in Ashtabula. 

TnterrogaiDrv No. 12 

Exclusive of use and access of Ashubula Harbor, what ponion of tiiose funds will be 
used \o improve service delivery in other areas of Ashtabula, Ohio? 

12. Applicants object to Uiis interrogatory on the basis that it is vague and 

ambiguous. Applicants assume for purposes of this request that the funds referenced in tins 

interrogatory are tiie same as titose referenced in Interrogatory No. 11. Witiiout waiving any 

objection, and subject to tiie General Objections suted above, CSX responds as follows: 

See response to Interrogatory No. 11. 

Interrofatnrv No. 13 

Have NS, CSX, and Conrail discussed or entered mto any otiier agreement(s) as to 
how costs will be shared in Ashubula, Ohio? If so, picase identify said agreemcnt(s), 
whetiier written or verbal. 

13. Witiiout waiving any objection, and subject to die General Objections stated 

above. Applicants respond as follows: 

WiUl tiic exception of Uie Ashubula Access Agreement, no such agreements have 

been discussed or entered inU). 

Interrogatory No. 14 

What is tile internal cost of service delivery to Ashtabula, Ohio? 

14. Applicants object to tiiis interrogatory on the basis tiiat the terms 'internal 

cost* and 'service delivery' are vague and ambiguous as they have not been defined and are 

10 
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susceptible to more than one meaning. Applicants object to tiiis interrogatory as overbroad 

and imprecise on tiie basis that Ashtabula, Ohio is not a defined term. Applicanu also object 

to this request to tiie extent tiiat it seeks only information which is neitiier relevant nor 

reasonably calculated \o lead to tiie discovery of adnussible evidence. Witiiout waiving Uicse 

objections, and subject to tiie General Objections suted above, Applicants respond as 

follows: 

Under applicable Board precedent, tiie relevant costing system in Board proceedings 

is Uie Uniform Rail Costing System (URCS). Applicants have not made URCS-based 

calculations of the informauon requested Applicants could not determine tiie "cost of 

service delivery ?o Ashabula, Ohio* using URCS without conducting a burdensome special 

study which Applicants are not required lo perform. 

IntciTQgam No. 15 

How will the internal cost of service delivery in Ashtabula, Ohio impact any 
switching charge? 

15. Applicanu object to tiiis interrogatory as overbroad and imprecise oo tiie basis 

that Ashtabula, Ohio is not a defined term. Applicants also object to tius request to the 

extent that it seeks only information which is ndtiier relevant nor reasonably calculated to 

lead to tiie discovery of admissible evidence. Witiiout waiving tiiesc objections, and subject 

to Uie General Objections suted above, CSX and NS respond as follows: 

See response to Interrogatory No. 14. 

IntgrTPgator No. i^ 
Have any proportional rate agreements been discussed, negotiated, or consummated in 

Ashtabula, Ohio or in oUier parts of Ohio? 

11 
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16. Applicants object to tiiii interrogatory on the basis tiiat tiie term "proportional 

xatc agreement" is vague and ambiguous ar J susceptible to more tiian one meaning. 

Applicanu object to tiiis request on tiic ba as tiiai it seeks irrelevant information regarding 

•otiier parts of Ohio.' Applicants object to tills interrogatory as overbroad and imprecise on 

the basis tiiat Ashubula, Ohio is not a defined term. AppUcants also object to tiiis request to 

tiie extent tiut it seeks a business commitment to which tiie requester is not entitied in tiie 

discovery process. Witiiout waimg this objection and subject to tiie General Objections 

suted above, CSX and NS respond as follows regarding Ashubula, Ohio: 

No. 

Tntrrpgjforv No. 17 

Has any consideration been given in designating any areas or factiities in Ashubula, 
Ohio as a Shared Asset Area so Uiat shippers in Ashtabula, Ohio could have access to botii 
NS and CSX service? If so, picase describe. 

17. Applicants object to Utis interrogatory as overbroad and imprecise on die basis 

that Ashtabula, Ohio is not a defined term. Witiiout waiving any objection, and subject tc 

die General Objections stated above. CSX and NS respond as follows: 

Neither CSX nor NS proposed tiie creation of any substantial areas to be formed out 

ofthe propeny of Conrail in which botii CSX and NS would h»ve general access to shir'« 

otiier tiian tiic Shared Assets Areas of Soutii Jersey/Philadelphia, Nortii Jersey, Detroit and 

the Monongaheia Agreement Area. 

IntgiToeatory No, 18 
Identify all documents relating to projections of Uie total traffic of chemical products 

moved on east and west lines and north and soutii lines in Ashubula, Ohio. 
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