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I , Thomas M. Majch<?r, declare under penalty of perjury that 

the foregoing is true and correct. Further, I certify that I am 

qualified and authorized to f i l e this verified statement, 

executed on this 10th day of October, 1997. 

M a 
Thomas M. Majcher 



Exhibit TMM 

Resume rf 
Thomas M. MaJ her 

Education 

The Pennsylv ania State University - Master of Science, Mineral Economics, 1977 
The Pennsylv ania State University - Bachelor of Science, Geological Sciences, 1975 

Work Experience 

Rochester & Pittsburgh Coal Company - 1990 to present 
I 'ice President. Corporate Development: Responsible for 'ousmess development and 
corporate marketing. Acquired Mine 84. Dev eloped and implemented marketing 
program for new 7mmtpy mine. 

British Petroleum Company - 1986 to 1990 
Director. Planning/Development - BP Co '̂l Intemational (1989): Responsible for 
strategic and business planning for coal company operating in six countries. 

Director, Biisiitess Piann'ng - BP America (1988) 
.Manager, Acquisitions t& Divestitures - BP /vmerica(1986 - 1987) 

Standard Oil Company (Ohio) - 1977 tc 1986 
Business .\lanager. Indiana Division - Old Ben Coal Company (19P5 - 1986) 
Manager. Planning & Evaluation - Old Ber Coal Company (1981 - 1984) 
Business .Analyst - Old Ben Coal Company (198'J) 
Landman - Old Ben Coal Company (1979) 
Economic Geologist, L-Bar Uranium Operations - Sohio Weste.n Mining Co. (1977 
1978) 



Exhibit TMM 2 

Eighty-Four Mining Company 
Shipments of Coal to Electric Utility Companies, 1994 - 1996 

Customer j;)?5tinatipj) Amount (Tons) Existing Rail Canier Future Rail Carrier 

Cleveland Elec. 111. Eastlake 919,000 CR CSX 

Delnian a P&L Indian River 434,780 CR NS 

Dciroil Edison Harbor Beach 6,000 CR & vessel CSX/'NS & v essels 

Detroit Edison Monroe 913,000 CR, CSX'NS & CN NS, CSX & CN 

Holyoke Water Mount Tom 35,220 CR/'B&M* CSX B&M* 

Metro Edison Titus 22,000 CR NS 

Niagara Mohawk Huntley 187,000 CR CSX 

N.Y. Stale E&G Goudey 66,600 CR NS 

N.Y. Slate E&G Greenidg 142,300 CR NS 

PI-CO Energy Cromby 240,000 CR NS 

PECO Energy Eddystone 89t,000 CR CSX & NS 

Pennsylvania P&L Martins Creek 90,000 CR NS 

P.S. Nevv Hampshire Menimack 46,850 CR/B&M* CSX/B&M* 

Rochester G&E Russell 10,100 CR CSX 

•* Cunent connection from Conrail to Boston & Maine at Tiotterdam Junction, NY lo be held by CSX. 

Source: Data obtained from FERC 423 reports. 



Exhibit TMM 3 

Pittsburgh Seam Mines (MGA Coal Region) 
Mines Served By Conrail 

Companv Mine Name Countv. State CMrr?Pt H9il Future Rail 

Carria 
Average 
Btv'H? 

Average 
lbs. S02 

1996 
Production 
(000 Tons) 

CONSOL Bailey Greene, PA CR NS & CSX 13,161 2.53 7,469 

CONSOL Enlow Fork Greene, P.\ CR NS & CSX 13,161 2.53 8.724 

Cvprus Amax Emerald Greene, PA CR NS & CSX 13,198 2.25 3,230 

Eighty-Four Mine 84 Washington, PA CR NS 13,201 2,42 3,027 

CONSOL Blacksville 2 Monongaheia. WV CR NS & CSX 12,919 3.72 3,460 

CONSOL Loveridge Marion. \\ 'V CR NS & CSX 13,196 3.66 3.074 

Peabody Coal Federal 2 Monongaheia, WV CR NS&CSX 13,104 3.63 4.580 

Total 33,564 

Source; FERC 423 data, .MSHA data, Fieldston Company, Inc. coal quality data based upon av erage of 
1996 shipments, using FERC 423 data. 



VERIFIED STATEMENT OF 
MARK T. MOREY 

I. Introduction, Purpose and Summary 

My name is Mark T. Morey. I am a Director of Consulting Senices for the Fieldston 

Company, Inc., a provider of energy and transportation consulting and information senices. My 

business address is 1800 Massachusetts Avenue, NW, Suite 500, Washington, D.C. 20036. My 

resume is attached as Exhibit MTM_1. 

I hold a M.S. degree in geography from the Pennsylvania State University and a B.A. 

degree in history from the College of Wooster (Ohio). 1 nave over 15 years experience in the 

coal and coA transportation business. At Fieldston ' advise a wide range of clients on a number 

of issues related to coal and coal transportation. Before entering my present position at 

Fieldston in 1995, I was Senior Coordinator of Strategic Studies at CONSOL, Inc., (1983-1991), 

and Vice President of Marketing and Development at AMVEST Coal Sales, Inc. (1991-1995). 

I have an in-depth understanding of coal markets and coal transportation networks in the 

United States. My knowledge ofrail movements of coal from Pittsburgh Seam mine origins, 

refened to as Monongaheia coal region ("MGA"), into domestic and export markets is extensive. 

This background lias come from my present work responsibilities, as well as from my work in 



marketing and planning at CONSOL and AMVEST, two of the largest shippers of coal on the 

Conrail system. .At CONSOL, which operates the large Bailey and Enlow Fork mines. I was 

actively involved in helping to expand the markets for MGA coals originating on Conrail by 

evaluating potential customer outlets in the United States, Europe and the Far East. At 

.A.MVEST, I worked with Conrail and CSX to develop a new shortline connection to both 

caniers. and was involved with marketing coal to customers with plants on both railroads. 

In this proceeding I have been asked by Eighty Four Mining Company ("EFM") to 

evaluate the effect on EFM ofthe proposed division of Conrail between CSX and the Norfolk 

Souihem Railw ay i"NS"). .̂ s detailed within this statemeni, 1 conclude that, unless the 

transaction is modified, EF.M vvill suffer sub.stantial harm by failing to receive the multiple 

access rail semce at its Mine 84 coal mine operation that is being provided to all of its direct 

competitors in the marketplace. Presently, Conrail is the only provider ofrail sen-ice in the 

MGA region. 

In the control application, CSX and NS are proposing to offer mines located along the 

lines ofthe old, and now defunct, Monongaheia Railway Company access to senice on both the 

CSX and NS railroads. In stunning contrast, EFM's M:ne 84 complex is proposed to receive 

access to only the NS railroad. The NS has been designated as the sole provider ofrail service to 

the Ellsworth Secondary, the line that serves Mine 84. The Ellsworth Secondary is located in the 

heart ofthe MGA coal region, and is an integral part of Conraii's network in originating and 



transporting MGA coal. Exhibit MTM_2 shows the location of Conraii's lines within the MGA 

region. 

The offering of multiple rail access to mines that are direct competitors to EFM will 

severely impact the ability of Mine 84 to successfully compete in the marketplace for MGA coal. 

It will do so by providing EFM's direct competitors witb a significant advantage in bidding for 

business among existing and future customers. Tho,se mines will have iwo railroa.. - competing 

for their business, and vvill gain single-line access to more customers than before. EFM's Mine 

84 vvill experience the opposite. It will lose single-line access to a number a customers that it 

cunentlv serves directly on Conrail, and will not have two railroads competing for its business. 

Finally, Mine 84 will not gain access to new markets in the southeast United States, now sened 

by CSX, as will ils competitors. Mine 84 vvill gain access to NS-sened markets in the southeast, 

as will EFM's direci competitors. However, the NS-sened markets are viewed as being less 

attractive due to distance frcm the MGA region, producing a distant or more circuitous route 

structure to get to customer destinations.-̂ ' 

The manner in vvhich ih:s access is being provided to its competitors and denied to EFM 

is distinctly unfair. It is not supported by any marketplace or rail operational factors, nor by any 

actions in previous railroad mergers. At the present time all ofthe rail-served mines in the MGA 

For example, the NS routing for MGA coal to Virginia Power's Clover plant, one ofthe 
proposed destinations on the NS for MGA coal, involves haul of over 700 miles, whereas coals 
from existing NS origins have a haul to Clover of less than 300 miles. 



coal region, later identified as large underground mines in the Pittsburgh seam that produce coal 

ofthe same quality as that produced at Mine 84, are being sened exclusively by Conrail. 

In my \estimony I will: 

• Show that the production characteristics and markets for Pittsburgh seam or MGA coal 

are distinct within the United States coal industry. 

• Illustrate that EFM's Mine 84 is an integral part ofthe MGA coal market, and that il 

participates equally and directly with the MGA mines targeted for recciv ing multiple 

rail access. 

• Demonstrate the manner and extent to which EFM vvill be disadvantaged in the market 

in which it participates if Mine 84 does not receive multiple rail access as that being 

prov ided to its direct competitors in the MGA region. 

• Identify actions that should be taken to remedy the hann to EFM that will result from 

the division of Conrail as presently proposed. 

In summary, I will demonstrate that the proposed offering of multiple rail senice to only 

those mines along the lines ofthe former Monongaheia Railway will damage the cunent 

competitive structure ofthe MGA coal region. In addition to adversely affecting EFM it also 



will negatively impact customers for MGA coal, who will be unnecessarily losing access to an 

important source of supply. With deregulation looming within the electric utility industry, and 

more stringent S02 emission regulations scheduled to take effect in 2000, electric utility 

companies in the northeast and Midwest tliat bum MGA coal can ill afford to have their supply 

choices limited. The proposal by CSX and NS will do just that. 

II. Description of the MGA Coal Region 

A. Location and Production Characteristics 

The MG.A region is part of the Appalachian Basin, the largest coal producing field within 

the L'niied States. The .Appalachian Basin extends from Pennsylvania south to Alabama, and can 

be divided into three major districts: northem, central and southem. In a typical year, coal 

production within .Appalachia is in excess of 440 million ton.-., cr more than 40% ofthe United 

States total. Of that amount, about one-third is produced within the northem district, an area 

made-up of mines located in Pennsylvania, northem West Virginia, Miu '̂land and Ohio. Located 

within the northem Appalachia district is the MGA coal region, which consists of a grouping of 

mines located in two counties in southwestem Pennsylvania (Greene and Washington) and two 

counties in northem West Virginia (Monongaheia and Marion).̂ ' Exhibit MTM_3 shows the 

location of the MGA region within the larger Appalachian Basin. Production within MGA 

2 The MGA region consists of a group of mines producing a homogeneous quality of coal 
from the Pittsburgh seam and being in geographic proximity. There are other mines that vvork 
the Piltsourgh seam, but these produce coal with a higher sulfur content and a lower Btu content. 



totaled 49 million tons in 1996, or slightly more than one-third of the total fcr all of northem 

Appalachia. 

The coal industr)' in northem Appalachia has undergone significant changes over the past 

several years as older, less efficient mines have closed or have been replaced by new, highly 

productive operations. One of the most important changes has been the appearance of mines in 

the MGA region using longwall technology to mine the Pittsburgh seam. These high-volume, 

low-operating cost mines have captured greater market share, largely at the expense of higher 

cost operators outside ofthe MGA reg.on. Longwall mining technology is well-suited to the 

flat-lying, Pittsburgh seam. 

Mining within the MGA region is highly concentrated, as production from only 12 mines 

accounted for all ofthe 49.1 million tons of output in 1996. In contrast, it took more than 500 

mines to produce the remaining 92 million tons that were mined in northern Appalachia that 

same year.- Such a stark difference in individual mine capaci y illustrates the distinct nature of 

the MGA coal region: that being made-up of large underground mines, using longwall mining 

technology and running at high productivity levels. Exhibit MTM_4 lists the twelve mines 

active in the MGA region. 

United States Department of Energy, 1995 Coal Industry Annual, p. 24 (1996). 



CONSOL's Bailey/Enlow Fork complex is the most notable longwall operation in the 

Pittsburgh seam, achieving output of 16 million tons per year, and productivity levels not 

previously witnessed for underground mines within the northem Appalachia coal field. CONSOL 

also operates two other mines in the region that have increased output and labor productivity. 

They are the Blacksv ille 2 and Loveridge mines. In addition to the achievements by CONSOL, 

Cypnis Amax Coal's Emerald mine, the Federal 2 mine of Peabody Coal and EFM's Mine 84 all 

have reduced costs and increased output at mines in the Pittsburgh seam by employing advanced 

longwall mining and haulage technology. A shown in Exhibit MTM_4, 10 of the 12 active 

MGA operations each produced more than 3.0 million tons in 1996. 

Of the twelv e active mines in the MGA coal region, seven originate shipments 

exclusively by rail. The other five mines load co?i into barges for delivery to customers with 

plants along the inland river system. It is the rau-sen'ed mines that are of consequence in this 

proceeding, as these are the only ones to be affected by the changes being proposed in 'aii access 

and sen ice. The barge-sen-ed mines are distinct as they primarily serve customer outlets along 

the inland river system, and barge transportation rates generally are in the order of 60% lower 

than rail transport. Exhibit MTM_5 lists the MGA mines that are rail-served, which today are all 

sened b} Conrail. 

P;-oduction from the rail-sen'ed mines has been growing at a faster rate in recent years 

than other mines in the region. This is due to the rail-sen'ed mines having become the focal 

point of customer demand, brought about by being able to sen e a broader market and having the 



greatest efficiency and largest capacity of mines in the region. Mines w orking resen es in the 

Pittsburgh seam in proximity to the Monongaheia River, which therefore use barge 

transportation, are in decline. This is due to depleting reserves and higher-cost operation, such as 

at TONSOL's Humphrey mine, or the Maple Creek mine of Maple Creek Mining. These two 

factors have made the barge-served mines of declining importance in the overall market, and of 

linited consequence among customers served by rail transportation. Rail served mines cunently 

account for 68% of MGA output, up from 56% in 1990. This trend is not only expected to 

continue, but to accelerate. 

Mine 84 is one of the seven rail-served mines that produce coal from the Pittsburgh seam 

in the MGA region. As shown in Exhibit MTM_5, all seven of these mines produced more than 

3.0 million tons in 1996. In addition, all of the mines are located within close proximity of one 

another in southwest Pennsylvania and northem West Virginia, and produce coal with generally 

the same quality characteristics. Of note, even though Mine 84 is located in Washington 

County, PA and the other mines identified as being in either Greene, Monongalia or Mai ion 

counties, a large share of the reserves being mined by CONSOL's Bailey/Enlow Fork complex 

are in Washington County. 

B. M&< ket Demand and Distribution of MGA Coal 

Coals produced from mines in the MGA region typically are high-quality, high volatility, 

medium sulfur, steam and metallurgical coals. Heat content is generally in the range of 12,900 to 



13,400 Btu/lb, while the sulfur content usually is wiihin a range of 2.3 to 3 8 lbs S02/mmBtu. 

MGA coal moves predominantly to electric utility companies and industnal facilities vvith coal-

buming plants in the northeast and Midwest, as well as to export customers in Canada via the 

Great Lakes, and overseas 'hrough the Port of Baltimore. 

The market for MGA coal steadily has expanded over the past several years, unlike the 

market for coal mined elsewhere in northem Appalachia. MGA producers have succeeded, 

vvhere others have failed, becau.'̂ e of the higher quality of its co?'s, the efficiency of its mines, 

and a location near the industrial centers m the northeast and Midwest. These factors have 

combined lo make .MGA coal a fuel of choice in meeting customer needs. As a result, the large 

Pittsburgh seam mines ha\ jecome a force in establishing market share and driving prices in the 

northern Appalachia coal field. 

Helping to accelerate growlh in MGA coal production was Phase I of the 1990 Clean Air 

Act Amendments (CAA.A), which took effect in 1995. This act resulted in a number of 

generating plants switching to lower sulfur, cleaner buming coals. The emission standard to 

which many of these plants had to meet under Phase I mles was 2.5 lbs S02/mmBtu. Coal: with 

less than 2.5 lbs S02/mmBtu, such as from EFM's Mine 84 and the Bailey/Tinlow Fork complex 

of CONSOL, witnessed increased demand as a result. 

Because of its high quality and low delivered costs, MGA producers were able to 

penetrate numerous markets that before had been dominated by coals from other regions. One 



example of several that have occuned since the eariy 1990's was at the Bmnner Island generating 

station of Pennsylvania Power & Light (PP&L). As recently as 1991, this plant received all but 

120,000 tons of its annual requirement of 3.4 million tons from mines in central Peimsylvania. 

Now, Bmnner Island is receiving about 73% of its annual requirement for coal from the MGA 

region, the direct result of having to comply vvith Phase I of the CAAA, as well as the need to 

lower it's delivered cost of coal. The coal that PP&L is buming from the MGA region contains 

less thai. 2.5 lbs S02/mmBtu and a heat content of greater than 13,000 Bta l̂b. It also is being 

delivered at an average price of S1.49/mmBtu, whereas in 1991 the average delivered price for 

coal at Brunner Island was SL90/mniBtu.-

Slovv coal demand growlh during most ofthe 1980's was an important factor leading 

producers in the MGA region to increase longwall production. Mine operators were faced with 

the need to revamp operations in order to lower costs and jump-start demand. Given favorable 

geological conditions in the Pittsburgh seam, and improved operating experience with longwalls, 

most operators were successful in accomplishing the goal of achieving more competitive costs. 

This vvas combined with efforts, vvhere possible, to mine resenes that contained lower sulfur 

coal, such as at CONSOL's Bailey TInlow Fork complex, the Emerald mine of Cypms Amax 

Coal, and at Mine 84. Coal from thesv mines typically have a sulfur content of less than 2.6 lbs. 

S02/mmBtu. As a result of these efforts, shipments from MGA mines served by Conrail, 

including Mine 84, increased from 24 million tons in 1993 to 33 million tons in 1996. Conrail 

Data obtained from FERC Form 423, a record of coal receipts by electric utility 
companies. 
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estimates that in 1997 it will handle 38 million tons of MGA coal, rising to 43 million tons by 

1998.-

While customers have increasingly flocked to the MGA region for coal, there usually is 

no preference to any one of the individual suppliers within the region. This is due to each ofthe 

four major suppliers: CONSOL, Cypms Amax, EFM and Peabody Coal, being able to produce 

coal of similar quality and cost. The one difference might be Peabody Coal, as its Federal 2 mine 

produces coal vvith a sulfur content in excess of 3.0 lbs S02/mmBtu, thus limiting its market 

potential somewhat (see Exhibit MTM_5). (Federal 2 is similar to the two CONSOL West 

X'ireinia mines, but those represent less than 30% of CONSOL's 1996 production.) WTien 

soliciting for coal from the MG.A region, customers routinely evaluate bids based solely on the 

competitive standing of each. This has to do with the price being bid, and the quality of coal to 

be shipped. In the bidding process, pricing can be sensitive down to approximately S0.25/ton, 

vvhich translates to SO.Ol/niniBlu to utilities in energ) production terms. Since Conrail is the 

only provider ofrail senice for these coals, transportation costs rarely figure into the decision I.T 

choose among MG.A producers bidding for the business. 

While the MGA maiket is actively conipetitive in every way among the four companies 

that hav e mines in the region, that stmcture is being threatened. By introducing uneven rail 

transportation access, as proposed in the control application, Mine 84 will become unable to 

Conrail presentation; 1996 Investors' Train Trip, p. 14. 
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compete equally with the three other suppliers. Thi: would result in EFM losing single-line 

access to several markets it now serves, and being placed at a competitive disadvantage in other 

markets versus the suppliers it competes with directly. The evolution ofthe MGA coal market 

has been years in the making, and is poised for further growth, all to the benefit of coal 

consumers in the eastem half of the United States. The proposed division of Conrail is likely to 

upset that growlh, by resulting in uneven offering of rail service among the individual suppliers. 

Greater detail on the potential changes in the market are discussed later in this statement. 

C. Rail Transportation 

Coal from the MGA region that moves by rail is handled exclusively by Conrail, since it 

is the only major canier vvith lines into the area. Also, it is the dominant rail canie- in the 

Northeast, where the majority of MGA customers are located. MGA coals have had difficulty 

penetrating markets in the southeast, due to distance and Conrail not sen ing that tenitor)-. In 

1996, Conrail handled a total of 67 million tons of coal, of which 51 million tons originated at 

mines served by the railroad. MGA origins in southwest Pennsylvania and northem Wesl 

Virginia accounted for 33 million tons, or roughly two-thirds of the coal originating on the 

canier. 

Conrail played an important role in expanding the market reach of MGA coals in 

tenitories being sened, especially in 1995, following the effective date of Phase I ofthe CAAA. 

12 



Since many ofthe coal-fired plants affected by Phase I are sened by Conrail, the MGA region 

became the logical and economic source of coal for compliance with the new regulations. 

Coal has become an increasingly important „ource of revenue for the railroad since it 

gained complete control over the Monongaheia Railway in 1992, and production was expanded 

at each ofthe MGA mines, including Mine 84. Coal from the region has provided the canier 

vvith a large base of revenue generating traffic. In order to maximize that revenue, and provide 

the increasing lev el of sen ice being requested, Conrail undertook a major capital program to 

expand and improve sen ice on the Monongaheia ("Mon") Branch line. This included a number 

of constmction projects and track upgrades, aimed at handling more and larger trains carrying 

coal that vvas in increasing demand from the MGA region. 

The focus of this effort was a $37 million renovation of the Shire Oaks Yard, located 

about 20 --ailes south of Pittsburgh. The objective vvas to have the new yard act as a staging and 

sen icing area that would allow for maximum train carrying capacity on the Mon Branch line. 

With the work hav ing been completed in mid 1997, Shire Oaks is now doing just that, receiving 

trains from every mine with rai! access in the MGA region.̂ ' 

V> ork at Shire Oaks was joined by track upgrades to the Mon Branch line itself, as well as 

lo the secondary lines that serve the mines. This included improvements made to the Ellsworth 

Infomiation on Shire Oaks Yard from Conrail. 
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Secondary, sen ing Mine 84, the East Branch of the former Monongaheia Railway sen ing the 

Loveridge mine, the Wa. nesburg Southem line sending the Emerald, Blacksville 2 and Federal 2 

mines, and the Manor Branch sen'ing the Bailey/Enlow Fork complex. All of this constmction 

activity was undertaken to improve to flow ofrail traffic (mostly coai) originating from mines in 

the MGA region moving north to the Shire Oaks Yard. From Shire Oaks, the trains are sent to 

various market destinations located north, east and west of this location. The objective of the 

program was to improve rail service for mines that ship coal from the region, not just those that 

happened to be on a line or branch ofthe former Monongaheia Railway. Exhibit MTM_2 shows 

the location of Shire Oaks, and the Mon Branch line in relation to the MGA region. 

In addition to upgrading the Mon Branch line, its feeder lines and the Shire Oaks Yard, 

Conrail was actively investigating the extension of track into other areas of the MGA region, 

vvhere undeveloped resenes in the Pittsburgh seam are located. One project in particular was a 

now delayed effort .o extend a rail line into the undeveloped Berkshire property owned by 

CONSOL This property had been identified by CONSOL as the location of a new underground 

mine having similar coal quality and mining conditions as the Bailey/Enlow Fork complex. In 

the rauroad control application submitted by CSX and NS, the two railroads pledged to jointly 

undertake an extension ofrail lines into undeveloped resen'es in the Pittsburgh seam, and that 

those lines w ould be joint served. While no routing or track alignment was specified, il is 

believed to involve gaining access to CONSOL's Berkshire property, the only reserve understood 

in the industry to be under consideration. 
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Based on the preceding discussion and upon established operating practices, Conrail 

considers the MGA region to consist of any mines producing coal situated on Conrail tracks 

south ofthe Shire Oaks Yard. This is the tenitory for which Conrail improved senice, and 

aggressively marketed among coal buming customers on its system. The Control Application 

proposes to upset this stmcture, by only providing joint service to a portion of these lines, that of 

the fonner Monongaheia Railway. 

Even though mines located on the former Monongaheia Railway Company (.MRC) had 

access to multiple railroads during MRC's early years, there is no joint rail service today. 

Producers in the region have set-up their marketing plans and shipping anangements around 

being sen'ed 100% by Conrail. These plans were strengthened based upon the capital 

impro%-enient program put into place by Conrail in the mid 1990's. 

D. Summary of MGA Region 

In my testimony 1 have shown that the MGA is a distinct coal producing region in the 

United States. This is due to the existence of high capacity m.ines with low operating costs that 

sen e an expanding market for the high quality coal produced here. Furtliennore, I nave shown 

that the rjgion is made up of a number of underground mines working the Pittsburgh seam that 

have almost identical characteristics with regards to production capacity, mining equipment used, 

coal quality produced, and markets sen'ed. 

15 



In addition to characteristics related to coal production, growth in the region has been the 

result of an aggressive capital investment program undertaken by Conrail. That program has 

allowed for the increased delivery of MGA coal into numerous markets at low costs. And 

finally, I have shown that each of the mines located within the MGA region is dependent upon 

Conrail for the delivery of coal by rail to each of the major market destinations. 

III. Description of EFM's Mine 84 

EFM owns and operates the Mine 84 complex in Washington County, PA, located in the 

southwest portion ofthe stale. The mine is working resenes in the Pittsburgh seam vvhere 

resen es assigned to the mine are sufficient for mining through 2008. Additional resen es also 

are available in the same vicinity for mining activity in years beyond that time. Production at the 

mine, under EFM's ownership, began in 1994 and is gradually being expanded to its ultimate 

capacity of 7.0 million tons per year. In 1996, Mine 84 produced 3.0 million tons, and is 

expected to produce 4.8 million tons in i997. The Verified Statement of Tom M. Majcher 

provides greater detail on the mine, its operations and markets. 

Mine 84 is an integral part of the MGA coal region. It shares the same characteristics of 

each ofthe other mines active in this reg'.on, including those located along the lines ofthe former 

Monongaheia Railway. These traits can be seen in the following points: 

• Mine 84 is located in proximity to the other large mines in the Pittsburgh seam. 
• Mine 84 works the Pittsburgh seam, as do all of the other MGA mines. 
• Mine 84 uses the same mining technology as the other MGA mines. 

16 



• Mine 84 produces coal of a similar, almost exact quality ofthe o»her MGA mines. 
• Mine 84 senes the same markets, and competes directly with the other MGA mines. 

• Mine 84 is sened exclusively by Conrail, as are the other MGA mines. 

Exhibit MrM_2 illustrates that the MGA region extends beyond the reach ofthe former 

Monongaheia Railway. Limiting dual rail access to only those mines located along that now 

defunct railroad makes for in an inappropriate market segmentation. The fact that Mine 84 is 

situated on a secondary line not previously associated with the former Monongaheia Railway is 

immaterial. It is as though Mine 84 is on a different street off the main road being the Mon 

Branch, but within the same neighborhood. The fact that the Ellsworth Branch is a different 

street has no meaning, since the former Monongaheia Railw ay consists of a number of different 

branches itself 

IV. Harm To EFM and Mine 84 

From m)- perspectiv e as a consultant to the coal and electric utility industries, il is my 

opinion that EFM's Mine 84 will be materially harmed from the proposed division of Conrail. 

This is based upon Mine 84 being excluded from receiving the joint access to CSX and NS 

railroads being accorded to its direct competitors. According to the railroad control application. 

Mine 84 only will be sen ed by the NS. Failing to have joint access will place Mine 84 in an 

uncompetitive position in serving a number of existing and future markets. That harm is best 

summarized by thi. following: 

• Mine 84 will lose single-line access to as many as six customers to which it cunently 
has direct access via Conrail. These are among the 11 plants that CSX will be sen ing 
on an exclusive basis. 
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• Mine 84 vvill lose access to a number of existing customers sen ed through 
connections with Conrail that will not have good connections with the NS after the 
division. 

• Mine 84 will not have two railroads competing for its business at four ofthe six power 
plants to receive joint service, as well as at vessel-loading tenninals, including export 
terminals that will have joint service. 

• Mine 84 will not have the flexibility and access to a sufficient number of markets lo 
compete effectively with its primary competitors. 

The market for coal produced at the Conrail-served mines in the MGA region was 

estimated at 33.5 million tons in 1996, based on the amount of coal produced at the seven mines 

identified in Exhibit .MTM_5. This involved shipments to a number of different destinations, 

ranging from plants sen ed by Conrail or another rail canier. to plants that receiv e coal via an 

intemiedian facility, including terminals on the Great J.akes. the inland river system, or at 

tidewater. In each case, Conrail was the sole originating canier of coal sen'ing these markets. 

Furthemiore, Conrail was expecting that originations of MGA coal would increase to 43 million 

tons in 1998 and 55 million tons by 2000. 

Mine 84 cunently has access to 100% ofthe Conrail-sened market for MGA coal, access 

that is considered as equal to its direct competitors on the basis of transportation. Following the 

division of Conrail as proposed, Mine 84 will lose single-line service to 20% ofthe cunent 

market, and be at a competitive disadvantage at another 58%. This will be the result ofthe 

present market being divided between CSX and NS. That division will work against Mine 84 

since it will be sened only by NS. The composition of the MGA coal market post control of 

Conrail, and based upon 1996 data is estimated by the following: 
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MCwA Coal Market̂  

Mine 84 to Maintain Single Line Access 

Plants exclusively sened by NS 22% of market 

Mine 84 to Lose Single Line Access 

Plants exclusively served by CSX 20% of market 

Mine 84 to be Disadvantaged in the Market 

Plants cunently sened by CSX with Conrail origin 

Plants to be jointly sen'ed by CSX and NS 

Plants to be sened by an independent rail canier-

Piants sened by Great Lakes terminals 

Plants sened by river terminals 

Export volume through Baltimore terminal 

3% of market 

4% of market 

11% of market 

9% of market 

10% of market 

21%of m-ir'Ket 

The potential for changes to Mine 84's market also were illustrated in a highly 

confidential coal study by CSX.- In that study, CSX outlines the amount of coal traffic it 

expects tc handle by 2000 in the region in which MGA coal competes. The study analyzed the 

Data based upon FERC 423 data and other documents on demand for MGA coal. 

* Detroit Edison's Monroe plant is included in this group even though Mine 84 will have 
single-line access via NS. However, MGA producers proposed to receive CSX service also 
could access Monroe via a CSX and CN combination. 

* CSX 21 HC 000829-000854. 
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MGA coal market and assessed the amount of coal traffic that CSX would handle following its 

control of certain of Conraii's assets. 

The Traffic Study determined that CSX expects to handle up to tons per year 

of coal from MGA mines. This will go to a r inber of customers to which CSX either has access 

today, or will be gaining access following completion ofthe division. Since Mine 84 will not be 

receiv ing direct access to CSX, it will be at a competitive disadvantage in these markets. This 

includes tons of annual business at customers that vvill be sen ed exclusively by CSX. 

and tons at destinations vvhere multiple rail options will exist. Exhibit MTM_6 

summarizes those customer accounts vvhere Mine 84 will lose single-line access, and Exhibit 

MTM_7 lists the customers vvhere Mine 84 will be at a competitive disadvantage versus MGA 

coal suppliers sen ed by CSX. 

In those cases where Mine 84 is at a competitive disadvantage, this will be due either to 

CSX having belter connections vvith the delivering canier than the NS, or vvhere Mine S4 only 

vvill have one canier bidding for its business, instead of two as will its competitors. Utility 

customers where Mine 84 vvill have poor connections by using NS senice include the Mount 

Tom plant of Holyoke Water Power Co. and the Menimack plant of Public Sen ice New 

Hampshire, both listed in Exhibit MTM_7. This is because MGA coal destined for Mount Tom 

and Menima .-k cunently is interchanged between Conrail and the Boston & Maine Railroad 

(B&M) at Rotterdam Junction, NY. After the division, CSX — not NS — will have access to this 

interchange point. The NS will connect to the B&M via the Delaware & Hudson (at 
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Binghampton, NY), adding a third canier to the route and circuity of 51 additional miles over the 

CSX/B&M route miles. Coal buming utility customers where Mine 84 will fail to have two 

railroads competing for its business include the England plant of Atlantic Electric, PECO 

Energy's Eddystone plant, and the River Rouge plant of Detroit Edison, all three of which are to 

receive joint service from CSX and NS. These plants are joined by vessel piers and terminals. 

The markets in which Mine 84 will be denied effective competitive access, competitive senice 

that it is being provided to its direct competitors, is summarized in the following state'nent from 

the control application: 

With the allocation of Conrail lines, CSX will be able to offer single-line service 
to 17 former Conrail-sened utility power plants, including six plants that vvill be 
jointly serv ed by CSX and NS. These new- customers vvill represent 
approximately 16 million tons of potential coal business for CSX. In addition, the 
allocation r.f fonrail lines will enable CSX to offer economically viable service lo 
Asmabula Harbor and provide a competing single-line option between the MG.A 
coal fields and the east coast export coal piers.-

V. Remedies Being Sought 

In order to maintain the competitive balance that exists today in the MGA coal market, it 

is imperative that Mine 84 receive access to rail sen ice that is equal to its direci competitors. As 

presently proposed. Mine 84 only will be served by the NS, which is to operate on the Ellsworth 

Secondary. The appropriate remedy would be for CSX to have trackage rights over NS lines to 

serve Mine 84, an arrangement that already is proposed to be provided to other shippers in the 

^' Finance Docket No. 33388, Vol. 2A, V S. of Raymond Sharp, p. 356. 
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MGA region. Language contained in Exhibit GG ofthe control application, the "Monongaheia 

Usage Agreement," should be modified in order to extend CSX access to the Ellsworth 

Secondary and that portion ofthe Mon Branch line that serves il. At present, language in the 

Control Application only contains the following: 

WHEREAS, NS and CSX have agreed, subject to STB approval, that certain 
tracks comprising all ofthe rail facilities described in Seaion 2 of this Agreement 
(hereinafter Monongaheia), shall be allocated to Pennsylvania Lines LLC (PRR) 
pursuant to the Transaction Agreement, and pursuant to the NS Operating 
.Agreement, be operated by NS and NS shall control, operate and maintain the 
Monongaheia under this agreement, providc-i, however, that CSX shall have equal 
access, pursuant lo the terms of this Agreement.-̂ ' 

CSX could gain access to the Ellsworth Secondary by connecting with ihe Mon Branch 

line at West Brownsv ille. PA or altematively, at Homestead, PA. This vvould require lhal 

trackage rights be granted to CSX over approximately 32 miles of NS lines to either connecting 

point. Under the Control Application, trackage rights already are to be provided for CSX over 

the entire 162-mile Monongaheia Railway line. The Ellsworth Secondary and the Mon Branch 

line well should be capable of handling CSX operation to sen'e some portion of Mine 84's traffic. 

Since Mine 84 is the primary shipper on the Ellsworth Secondary, CSX trackage rights vvould 

not increase operations over the line. Conceming the Mon Branch, that line today sen es all of 

the MGA region coal. Not only would CSX operation not pose an increase, but a significant 

share ofthe Mon Branch traffic that exists today on Conrail will be shifted to CSX lines located 

on the east side of the Monongaheia River. 

^' '̂ inance Docket No. 33388, Vol. 8C, Monongaheia Usage Agreement, pp. 715-716. 
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If CSX is not provided trackage rights to and on the Ellsworth Secondary, the same being 

provided to mine operators on the fomier MRC line, it would the i be appropriate for access to be 

obtained via a switching anangement provided by the NS. This would involve NS handling 

traffic from Mine 84 to connections vvith CSX either at \\'est Brownsville or Homestead. The 

location ofthe suggested switching points are shown in Exhibit MTM_2. This would allow NS 

to manage rail movements on the Mon Branch while allowing CSX to handle line haul sen ice 

from Mine 84 to MGA coal market destinations in full competition with the other Monongaheia 

area mines. 
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1, Mark Morey, declare under penalty of perjury that the foregoing is tme and conect. 

Further, 1 certify that 1 am qualified and authorized to file this verified statement, executed on 

this 1 ^ dav of October, 1997. 

Mark Morey 



• 

Exhibit MTM_ 1 

• 

Education 

RESUME OF 
MARK T. MOREY 

The Pennsylvania State University - Master of Science, Geography -1982 

# The College of Wooster - Bachelor of Arts, Histor>' & Geology -1977 

Work Experie 

• 

July 1995 Fieldston Company, Inc. - Director. Responsible for a.ssisting clients with coal and rail 
procurement and sales, evaluation of existing contracts, and development of purchasing and 
marketing ctrategies. 

• 

1991- 1995 AMVEST Coal Sales - Vice President of Marketing & Development. Responsible for identify ing 
customer prospects and developing sales strategy for a Company v îth annual revenues of S135 
million. Participates in the process of preparing bids to custon-ers. Involved in tlie negotiation of 
term sales agreements. Follovss and prepares reviews of actions by competitors. Responsible for 
planning functions related to the development of Company operations and sales activities; 
Identifies property acquisition candidates. Pla>s major role in evaluating coal properties, s.iles 
contracts, and assessing niarktt potential. 

1983-1991 CONSOL Inc. - Senior Coordinator Strategic Studies. Served as a member of the Corporate 
Planning Department, v, ith direct contact with the Sales and Marketing Department of a company 
with S2 billion in annual revenue. Responsible for preparing market studies for all customer 
sectors: electric utilities, steel companies and industrial firms. Involved in the analysis of numerous 
property acquisitions: Sierra Coal Company, Inland Steel and Quarto Mining Co. 

• 

1981-1983 Benatec Associates - Geologist. Worked on pernit applications for deep and surface mines at sites 
in Appalachian coal fields. Prepared consuUint reports on reserve analysis, mining prospects and 
customer identification. 

1977-1978 Garrett County Development Corp. - Project Manager. Completed a study and fmancial analysis 
for the construction of a centrally located coal preparation plant in Garrett Count) , Mar>'land. 

• 

Publications 

"Production Trends in the U.S. Coa! Industr>'" presentation at The Americas Coal Conference, Cartagena, 
Colombia, April 1995. 

"Price Forecasting in the Appalachia Coal Market" presentation at Coal Marketing Days, Pittsburgh, PA 
September 1993. 

• "Export Market Potential for U.S. Coal Producers" presentation at CoalTrans International, Berlin, Germany, 
October 1991. 

• 
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Exhibit MTM_2: MGA Coal Region 

^ : Potential Switching Points 
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Exhibit IVITM_3: Eastern Coal Supply Regions 

Counties with Production Greater Than 1.5MMT in 1996 
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Exhibit MTM_4 
Pittsburgh Seam Mines (MGA Coal) 

Krgion 
Company 

Mine Name County Primary 
Transport 

Avg. R(u/)b Avg. Lb. 
S02 

1996 
Production 

Soulbwrsi Ptnnsvlvinis 

CONSOL, Inc Bailey Greene rail 13,161 253 7.469,255 

CONSOL. Inc Fnlow Fork Greene rail 13,151 2.53 8,723,644 

CONSOL, Inc DilworUi Greene barge I2,g«0 2 74 3.632,018 

Cyprus Amav Coal Cumberland Greene barge 12,95S 328 5,327,908 

Cvprus Amiv Coil l-nieralJ Greene rail 13,198 2,25 3,230,186 

Eh-!ity-Four Mining Mine g4 Washington rail i3;zoi 2 42 3.026,551 

Mjple Creek Mining Maple Creek Washington barge* 13,254 2 08 2,240.811 

Mon-View Mining Mathies Washington barge 13,150 1.95 1.07UiS 

No-thern Wtst \ irginij 
Pai.handle 

34,721,591 

CO.SSCL. Inc BlacUvilIe : Monongalia rail 12,919 - n 3.459.798 

CONSOI.. In; Humphrcv Monongalia barge 12.970 3 35 3.245,745 

CONSOL. Inc Loveridge Marion rail 13,196 3 66 3,073,835 

Pcahodv Coal Federal 2 Monongalia rail 13,1W 3 63 

14,359,807 

Total 49,081,398 

* limited rail loading C3p,ibilities 
Source: FERC 423 data, MSHA data, Fieldston Cotnpany, Inc. 
Coal qualit>' data based upon average of 1996 shipinents from FERC 423. 
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Exhibit MTM_5 
Pittsburgh Seam Mines (MGA Coa!) 

• Subregion 
Company 

South«est 
Pennsylvania 

Mine Name County Current Rail 
Carrier 

Proposed 
Rail Carrier 

Avg. 
Blu/tb 

Avg. 
Lb 

SOs 

1996 
Production 

• CONSOL Inc Bailey Greene Conrail NS & CSX 13,161 2 53 7,469,255 

CONSOL Inc Enlow Fork Greene Coruail NS & CSX I3,l6i 2.53 8,723,644 

Cyprus Am3.K Emerald Greene Conrail NS & CSX 13.198 2.25 3,230,186 

• 

Eighty Four 
Mining 

.Northern West 
N'irginia 
Panhandle 

Mine 84 Washington Coorail NS 13,201 2.42 imjSSi 

22.449,636 

• 
CONSOL Inc Blacksville 2 Monongalia Conrail NS&CSX 12,919 3.̂ 2 3,459,798 

• 
CONSOL Inc Loveridge Marion Conrail NS 4 CSX 13,196 3 66 3.073.835 

Pcabod) Coal Federal 2 Monongalia Conrail NS i CSX 13,104 3 63 4.580.429 

11.114.062 

• 
Total MGA 
Region 

33,563,698 

Source: FERC 423 data, MSHA data, Fieldston Company, Inc 
Coal quality data based upon average of 1996 shipments from FERC 423. 

• 

• 

• 

• 
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Highly Confidential 
Exhibit MTM_6 
Market For MGA Coals, 2000 

To Be Served Exclusively By CSX 
• 

Customer CSX Coal Origin Location 

Destination MGA Coal Other Total 
# 

• 

• 

• 

• 

• 

• 

ToUl 

• 

• 



• 
Source: CSX, Conrail Traflic Study 

• 

Highly Confidential 
Exhibit MTM_7 
Market For MGA Coals, 2000 

To Be Served By Multiple Rail Carrier, Including CSX 

• 

Customer 

Destination 

CSX Coal Origin Location 

MGA CotI Other ToUl 

• 

• 

• 

• 

• 

• 

Toul 

^ Source: CSX 21 HC 000829-000854. 
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V^piFTFD STATEMENT OF RICHARD L. GORDON 

My name is Richard L. Gordon. I am Professor Emeriras of Mineral Economics and Micasu 

Faculty Endowed Scholar Emeritus in the College of Earth and Mineral Sciences. The Pennsylvania 

State University. I am acting as an independent consultant, and my business address as a consultant is 

429 Kemmerer Road, Sute College, PA 16801. 

I hold an A.B. Degree in economics from Dartmouth College and a Ph.D Degree in industrial 

economics from the Massachusetts Institute of Technology. I have been engaged in research cn coal 

and related markef; for almost forty years, starting with research on my Ph.D thesis. Most of that 

work was undertaken as a faculty member at The Pennsylvania State University starting in July 1964. 

Over this period, I have undertaken numerous in depth studies of coal problems in the United States. 

Western Europe, Canada, Australia, and South Africa. As part of this research, I have interviewed 

officials of leading coal producers in the United States, Europe, South Africa, and Australia and 

spoken with i xecutives of many electric utilities in the United States and in Germany. In the course of 

this work, I have assembled extensive overview data on the production and use of coal around the 

world. My curriculum vitae is attached. 

This experience relates to basic, general, overriding principles of coal economics rather than lo 

the details of individual operations. I have independently examined U.S. Govemment data on coal 

production and sale but have no access to detailed data relating to individual coal producers and 

consumers. Thus, I rely on the verified statements of Mr. Thomas M. Majcher and Mr. Mark T. 



Morey for detailed information about the Monongaheia coal region (MGA) which includes coal 

produced by Mine 84. 

In this proceeding, I have been asked by Eighty-Four Mining Company (EFM) to comment on 

the basis of my knowledge and the statements of Messrs. Majcher and Morey on the effect on EFM 

from denial of the same treatment by CSX Transportation (CSXT) and Norfolk Southern (NS) being 

given its closest competitors in the MGA. CSX and NS agreed that both would directly serve these 

other mines but only NS will directly serve EFM's Mine 84. 

In my statement, I review the key characteristics of markets for coal, discuss their implications 

for the competitive position of EFM, and indicate why this suggests that failure to secure direct access 

to buih CSXT and NS will harm EFM. 

Continuity Âd Change in U.S. Coal Markets 

Since World War II, the U.S. coal market has changed drastically. These changes, however, 

reflect the workings of basically unchanged forces that govern coal economics. These include the 

heterogeneity of coal, the importance of transportation costs, the differences in the nature of 

transponation options, and the importance of large scale use in coal consumption. 

Coal has many components but stress (in, for example, U.S. Government reports on electric 

utility coal purchases) is typically on three readily measured key characteristics - heat content 
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(measured in the United States in British thermal units per pound), sulfur content (measured by 

percent weight or pounds per million Btu), and ash (measured by percent of weight). High Btu 

content and low sulfur and ash are desirable. Coals differ radically from region to region in these 

characteristics. 

Coal resources are found in states throughout the United States. A basic distinction is between 

East and West with the Mississippi River the usual dividing line. Eastern production generally is 

subdivided between Appalachia — a band of producing states stretching from Pennsylvania to Alabama 

and the Illinois or Midwestern basin consisting of western Kentucky and all mining areas in Illinois 

and Indiana. No uniform subdivision of western production has arisen. 

Appalachian coal generally has a higher Btu and lower ash content than either Illinois basin or 

western coals. The sulfur situation is more variable. In 1996, shipments to utilities (as reported by 

the U.S. Energy inroni:ation Administration in its internet report Cost and Quality of Fuels for 

Electric Uti'ities) from Ohio had the highest sulfur content (over 3.5%) than any state but Missouri 

(which shipped only 500,000 tons). Illinois basin sulfur levels were around 2.5 percent. Those from 

Pennsylvania and West Virginia were around 1% (with important differences within West Virginia, 

mines in the southern part ofthe state have substantially lower sulfur levels than those in the north). 

Western sub-bituminous (mainly from Wyoming and Montana) in contrast has sulfur of .5% or less. 

As noted, transportation is another key influence. Typically, transportation costs are a large 

component of the cost to consumers. All the metliods of freight transportation used in the United 

3 



States are employed in coal distribution. The dominant mode is rail transportation (63 percent of 1995 

domestic shipments were all rail according to EIA's Coal Industry Annual). '̂ Water transportation, if 

available, is the most economical transportation mode. Barges can be used to move coal from mine to 

riverside powerplants. The inland waterway network of the U.S., particularly the Mississippi River 

and its tributaries — most notably the Ohio, are heavily used for coal shipping. Powerplants and 

mines are located on the waterways to take advantage of the economics. Some dual mode movement 

arises from rail shipments to piers on the Atlantic Coast (predominantly for export), the Great Lakes, 

and inland waterways. Some mines are built close to powerplants and transfer coal by conveyer belt. 

The domination of ail-rail shipment arises because of the absence of water links between so many low 

cost suppliers and feasible sites for powerplants. Rail transportation is generally more economic if 

conducted over the lines of a single raihoad. Extra costs often are imposed if transfer is required. 

Large scale production and use improves the economics of coal use in numerous ways. (Scale 

in mining is dependent on resource availability, but within the limits of existing technology customers 

can build whatever size facility is economic to build and operate.) Generally, a large, shallow, even 

deposit is preferable. Historically, the advantage of such deposits in the eastem United States was 

that, rather than installing expensive support systems such as employed in thin seams in Europe, coal 

could be left standing to provide support. However, efforts in Europe to improve the economics of 

mining under supports known as longwalls produced highly mechanized systems. The mechanized 

1' 

While the table headings do not make clear that categories encompass multiple models, the data 
make this apparent. Water movements are reported from land-locked locations. Obviously, a land 
portion must have arisen and it is likely to be by rail. 



system also proved most attractive to use in thick even seams, indeed proving lower cost than 

traditional methods of mining such seams. Thus, the most productive underground mines in the 

United States used mechanized longwall mining. These mines operate at large scales. 

Transportation by rail or water is more economic at large scales. A single freight train can be 

devoted to shuttling between mine and power plant avoiding the expense of transfers from train to 

train. Similarly, a train of barges is more economic to operate. 

Up to the limits of available technology, larger facilities for coal use also have an advantage. 

Unit costs of construction and operation tend to fah with large scale. Tb" 'lest possible example is 

that the number of employees needed does not increase in proportion to capacity. Economies of scale 

also prevail up to a point in the construction of power plant and its pollution control equipment. 

Another critical consideration is that the bo'ler design differs with the quality of the coal being 

burned. Customers, of course, will design boilers f'^r the type of coals that they expect to use. 

Shifting to radically different coals can have undesirable effects on performance and, therefore, costs. 

Customers thus are cautious about selecting and changing suppliers. 

Overall, the U.S. coal industry has shifted since the end of World War II from having 

substantial markets in every consuming sector to large powerplants to the dominance of powerplants 

as users. Major changes have occurred in the locus of coal production and consumption. In both 

cases, the greatest growth has occurred west of the Mississippi. Coal produced west of the 
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Mississippi also is used largely west of the Mississippi. However, these western users often are much 

further away from the mines than is ;yp.cally the case in Appalachia and significant use has arisen east 

ofthe Mississippi, most notably in Illinois, Indiana, Wisconsin, and Michigan. 

U.S. Coal Consumption by Sector Selected Years 1949-1996 (million tons) 

YEAR Coal 
Consumed by 
the Electric 

Power Industry 

Coal 
Consumed by 
Coke Planis 

Coal 
Consumed by 
Other Industry 

and 
Miscellaneous 

Coal 
Consumed by 
the Residential 

and 
Conunercial 

Sectors 

Coai 
Consumed by 

the 
Transponation 

Sector 

Total Coal 
Consumption 

1949 84.0 91.4 121.2 116.5 70.2 483.2 

1960 176.7 81.4 96.0 40.9 3.0 398.1 

i9TO 320.2 96.5 90.2 16.1 0.3 523.2 

198C 569.3 66.7 60.3 6,5 0.0 702 7 

1990 773,5 38.9 76.3 6.7 0.0 895.5 

1996 897.7 31.3 71.3 6.0 0,0 l,0f)6,2 

;949 17.47c 18.9% 25.1% 24,1% 14.5% 100,0% 

'960 44.4 ft 20.4% 24.1% 10,3% 0,8% 100,0% 

1970 61.2% 18.4% 17.2% 3.1% 0,1% 100.0% 

1980 81.0% 9.5% 8.6% 0.9% 0,0% 100.0% 

1990 86.4% 4.3% 8.5% 0.8% 0,0% 100.0% 

996 89.2% 3.1% 7.1% 0.6% 0.0% 100.0% 

Source: U.S. Energy Information Administration, .Annual Energy Review 

In contrast, coal production and consumption East of the Mississippi has had limited growth 

(and that growth has been unevenly spread both over time and among the producing states). In 



particular, two of the leading eastern producing states, Pennsylvania and Ohio, have endured 

persistent output declines. Eastern Kentucky has displayed growth. West Virginia had a period of 

decline starting in the late 1960s; by the late seventies, rises in West Virginia output returned so that 

the ground lost in the earlier decade was reg?.ned. 

Often changing government regulations have been major influences on past developments and 

prospects in the coal industry. Mining has been subjected to controls under the 1969 Coal Mine 

Health and Safety Act and the 1977 Surface Minii.g Control and Reclamation Act. Coincident with 

the implementation of the Safety Act, underground output per man day went through a long decline. 

This was reversed by the early 1980s. Coincident with ine surface mining act, Appalachian and 

Middle Western .surface mining declined. (While the two laws undoubtedly contributed to the 

declines, available data are inadequate to determine the exact role.) 

On the consumption side, the main direct regulatory influence has bizn the Clean Air Act and 

its amendments. The Act and its amendments have concentrated cn several critical pollutants, three of 

which — particulates (a catch all for all solid material emitted as small particles), sulfur oxides 

(produced by the combustion of sulfur, a natural component of fossil fuels), and nitrogen oxides 

(created by heating) — are produced by the combustion of coal and other fossil fuels. Until the 1990 

amendments, a two pronged attack on emissions of each pollutant was undertaken. First, basic mles 

were set for limiting the concentration of the pollutant in the atmosphere. Each state was supposed to 

devise an implementation plan to attain these goals by whatever combination of mles seemed most 



appropriate. Second, on the assumption that new sources were easier to control, special new source 

performance standards were set to limit emissions from new sources. 

The original mles only regulated how much could be emitted. Concerns over the move to use 

of lov sulfur coals from Rocky Mountain states caused introduction in the 1977 Clean Air Act 

Amendments of best available control technology requirements that favored use of devices to remove 

pollution after combustion and before discharge of waste. During the 1980s, extensive debate arose 

over acid rain. Briefly, acid rain is a short hand for various impacts of the long disunce transport of 

sulfur oxide and nitrogen oxide emissions. The 1990 Clean Air Act Amendments set up an elaborate 

two phase program for radically reducing sulfur oxide and nitrogen oxide pollution at the cxisting 

powerplants that were the leading contributors to emissions. 

From the time the laws were proposed, great uncertainty prevailed about the impacts. Sulfur 

oxide emissions can be reduced by using a lower sulfur coal, installing devices called sc-ubbers to 

remove the sulfur after combustion, or both. Uncertainties about the supply of low sulfur coal and 

about the ability of plants to bum different kinds of coal and to install scmbbers produced many 

different estimates about how the mles would affect the competitive position of coal suppliers in 

different regions. Among the outcomes predicted were massive shifts to western coal, substantial use 

of low sulfur coal from Southern West Virginia and Eastem Kentucky, and primary reliance on 

scmbbers. 



Another problem is the cessation of completion of coal fired powerplants in the United States 

and particularly in the Northeast and North Central regions that are key markets for MGA coal. 

Finally, public utility commissions around the country are encouraging changes in the 

operation of electric utilities in a fashion that will alter how they secure and sell electricity. 

Implications for MGA Coal 

MGA coal has prospered to date by displacing older suppliers in the face of stagnant 

consumption in the markets most readily served. This has involved a combination of attractive 

production and transportation economics and special market needs. Examination limited to the data 

tabulated in U.S. Energy Information Administration (EIA) reports indicate that MGA coal is 

marketed very differently from coal in other parts of Northern Appalachia such as, for example. 

Central Pennsylvania. 

The bulk of all Penns> Ivania coal is consumed within the state, and other sales are scattered 

among several other states. (This is equally tme of total shipments and those to electric utilities on 

which more detailed data are available.) EIA data break down the receipts of coal by individual 

powerplants by county of origin. By tabulating the figures for Greene and Washington Counties, we 

get a picture of how the distribution of the Pennsylvania portion of MGA differs markedly from that 

of the mines in the rest of the state (central Pennsylvania), 



In 1996, 61.5% of Pennsylvania MGA coal was sold out of the state and comprised about 88 

percent of interstate shipments to electric utilities by Pennsylvania coal mines. In contrast, only seven 

percent of the saies of Central Pennsylvania mines were interstate. 

1996 utility receipts from Monongaheia County, the principal source of rail delivered West 

Virginia MGA coal, were also dominantly interstate (although only slightly more so than the state of 

West Virginia as a whole). The county accounts for most of receipts of West Virginia coal by New-

York and New Hampshire utilities. New York was the largest single destination for Monongaheia 

county coal. 

Coal Shipments 1995 
000 Tons % 

Pcniiss Ivania Bituminous Total 50.464 100,0% 

Pennsylvania 33.379 66,1 % 

Nevi York 3.675 7,3% 

Ohio 2.707 5,4% 

Michigan 2.650 5,3% 

1.741 3,4% 

West Virginia 1.157 2,3% 

Wisconsin 1,103 2,2% 

Tennessee 675 1,3% 

.New Jersey 558 1,1% 

Connecticut 516 1,0% 

New Hampshire 458 0,9% 

Delaware 452 0,9% 

Kentuclcy 363 0,7% 

Iowa 227 0,4% 

Indiana 222 0,4% 
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Coal Shipments (continued) 1995 
000 Tons % 

Utah 215 0,4 

Alabama 39 0.1% 

Maine 32 0,1% 

Virginia 20 0.0% 

South Carolina 6 0.0% 

Texas 6 0.0% 

Massachusetts 4 0.0% 

Missouri 1 0.0% 

(Figures in 000 Tons) 

Electric Utility Coal 
Receipts from 

Pennsylvania 1996 

All Origins Greene County Washington 
County 

Greene and 
Washington 

Counties 

Other 
Counties 

Total 47,203 18,729 3,384 22,113 25,090 

Intrastate 31,811 7,003 1,500 8,503 23,308 

Interstate 15,392 11,726 1,884 13,610 1,782 

Shares of Area in Total 

Total 100.0% 39,7% 7.2% 46.8% 53.2% 

Intrastate 100 0% 22.0% 4.7% 26.7% 73.3% 

Ii.tersiate 100.0% 76.2% 12.2% 88.4% 11.6% 

Share of Interstate in Region 32.6% 62.6% 55.7% 61.5% 7.1% 
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(Figures in 000 Tons) 

Electric Utility Coal 
Receipts from 

Pennsylvania 1996 

All Origins Green 
County 

Washington 
County 

Greene and 
Washington 

Counties 

Share 

Role of Interstate Markets 

Ohio 3,410 2,597 793 3,390 99.4% 

New York 3,144 2,756 149 2,905 92.4% 

Michigan 1,932 1.386 546 1,932 100.0% 

Maryland 1,435 28 0 28 2.07c 

Wisconsin 1,317 1,317 0 1,317 100.0% 

West Virginia 1,082 1,047 0 1,047 96.8% 

New Hampshire 759 722 10 732 96.4% 

Indiana 586 581 5 586 100.0% 

Kentucky 396 396 0 396 100.0% 

Delaware 391 30 354 384 98.2% 

Tennessee 360 331 0 331 91.9% 

Alabama 333 333 0 333 100.0% 

Massachusetts 225 190 27 217 96,4% 

Minnesota 23 23 0 23 100.0% 

Total 15,393 11,737 1,884 13,621 88.5% 
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1996 Utility Sales of Monongaheia County West Virginia 

Thousand 
Tons 

Percent of 
Total 

State of 
West 

Virginia 

Share of 
State 

Monongahe 
la as 

percent of 
West 

Virginia 
Shipments 

Total 8,472 100.0% 101,828 100.0% 8.3% 

New York 2,981 35.2% 3,539 3.5% 84.2% 

West Virginia 2,057 24.3% 26.665 26.2% 7.7% 

Pennsylvania 1,159 13.7% 8,216 8.1% 14.1% 

Ohio 590 7.0% 19,292 18.9% 3.1% 

Kentucky 421 5.0% 5,629 5.5% 7.5% 

Marylanc*. 397 4.7% 7.894 7.8% 5.0% 

Alabama 394 4.7% 2,541 2.5% 15.5% 

New Hampshire 238 2.8% 379 0.4% 62.8% 

Louisiana (terminal of Tampa 
Electric) 

158 1.9% 

New Jersey 42 0.5% 1,603 1.6% 2.6% 

Indiana 21 0.2% 1,049 1.0% 2.0% 

Tennessee 11 0.1% 11 0.0% 100.0% 

Michigan 3 0.0% 5,025 4.9% 0.1% 

Massachusetts 2,243 2.2% 

Delaware 1,077 1.1% 

Florida 1.768 1.7% 

Georgia 4,090 4.0% 

North Carolina 8,611 8.5% 

Virginia 2,195 2.2% 
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Two basic often interacting forces have fostered expansion of MGA coal. First, it is the low 

cost supplier in Northern Appalachia. Second, it is a source of a medium sulfur high Ucu that is 

attractive to customers in the area with special coal needs. Some utilities setting to meet sulfur 

dioxide emission control requireinents without building scmbbers have mrned to using a blend of 

western and Appalachian coal. This choice arose because boilers built for eastern coals may lose 

efficiency when burning coals with lower Btu content and blending cuts this loss. The cost and heat 

and sulfur contents of MGA coal make it the most economic source of coals for such blends at 

powerplants we'l served by rail links to MGA The lower cost of MGA coal also makes it attractive 

for use in blends with Central Appalachian coal. Similarly, the combination of high Btu content and 

medium sulfur content levels also makes MGA coal an attractive fuel for plants with similar rail 

access to MGA that are using scmbbers. Prospects arise that other users of Northern Appalachian 

coal will shift to MGA coal on a cost basis. The data, as presented in Morey"s verified statement, 

indicate that a limited number of outlets are available. The mines will be competing for a share of 

business a' the plants that are rail served (or served by rail transfers to lake carriers) and are seeking a 

high Btu medium sulfur coal. 

EIA data suggest that 1996 sales to Ohio, Michigan, and Wisconsin were mainly for use in 

blends. For example, three plants, owned by three separate utilities — Eastlake of Cleveland Electric 

Illuminating (a plant whose units were identified for emission reductions in the 1990 Clean Air Act 

Amendments, a phase I plant), Kyger Creek of Ohio Valley Electric (also phase I), and Sammis 
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(phase I) of Ohio Edison — accounted for most of the MGA sales in Ohio.̂ ' At each of these three 

Ohio plants, MGA coal is part of a blend used. It is blended with Ohio coal at Eastlake and with 

Central Appalachian coal at the other two plants. Most of the MGA coal use in Michigan, 1.7 of 1.9 

million tons, is at the Monroe plant of Detroit Edison where 13,000 Btu per pound MGA coal is 

blended with 8,776 per pound Wyoming and 12,761 Btu per pound eastern Kentucky coal. Similarly 

Wisconsin use is at three plants of Wisconsin Electric that blend with Westem coal (with one plant — 

Valley, however, using mostly MGA coal to which a small amount of Colorado coal is added). 

Smaller uses with similar association with coal blending prevailed in Indiana, Kentucky, and 

Tennessee. 

Intrastate sales of MGA coal have two main elements. One is in the part of sales, barge 

shipments, in which EFM is not curtently competitive. The other is rail shipment. The strongest 

position here is with plants in the eastern part of Pennsylvania belonging to Peco Energŷ  and 

Pennsylvania Power and Light. Both companies (and the other Pennsylvania utilities) rely mainly on 

medium sulfur Northern Appalachian coal. The position of MGA coal compared to central 

Pennsylvania coal is best in th^ Pennsylvania plants furthest from the MGA. Peco is almost totally 

dependent on MGA coal. At the five Pennsylvania Power and Light plants at which EIA reports 1996 

^ Note Cleveland is now a unit of Centerior and Centerior has a merger in progress with Ohio 
Edison. Ohio Valley is a joint venture in which Ohio Edison and Toledo Edison, the other Centerior 
company, are partners. 

^ Peco Energy was formerly called Philadelphia Electric and is still reported as such in the EIA 
fuel receipts report. 

IS 



coal receipts, the role of MGA coal ranges tiom dominant to nonexistent, about 36 percent of the 

company total is MGA coal. 

The key probably is that central Pennsylvania mines better compete at plants nearer the central 

Pennsylvania mines because these plants can be served by tmck (and in the case of the three large 

plants originally built to secure coal from adjacent coal mines, also by conveyor belt for the business 

still served by these mines). The cost advantage of MGA coals apparently outweighs the effects of a 

longer rail haul in detennining MGA's ability to compete with Pennsylvania customers best served by 

rail. 

The dominance of MGA coal in upstate New York similar reflects its attractiveness as a source 

of medium sulfur coal by rail shipment. All three of the main utilities involved — Niagara Mohawk, 

New York State Gas and Electric, and Rochester Gas and Electric — depend entirely on MGA coal. 

Niagara gets the majority of its coa' from Greene County while New York State and Rochester get the 

majority of their coal from Monongaheia county in West Virginia. Shipments to Massachusetts and 

New Hampshire are again to plants getting medium sulfur coal by rail. 

In 1997, EFM secured another new customer, Potomac Electric Power, that used medium 

sulfur Northern Appalachian coal in 1996 and plans to use more MGA coal (Majcher, p. 13). 

MGA rail-shipped coal then comprises of a homogeneous subsector of the coal industry. Lack 

of proximity to water limits the mines' ability to compete at powerplants on the Ohio served by other 
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MGA mines. The ability to provide low cost high Bm, medium sulfur coal to coal consumers in the 

region in which MGA sells best served by rail makes such consumers the primary prospects. 

Implications for EFM 

All this suggests that the past and fuhire development of MGA coal sales by rail depend upon 

capitalizing upon special, difficult to anticipate specific opportunities that may be limited in number to 

sell high Btu medium sulfur by rail. Given this situation, equality of competitive ability requires that 

all producers have joint access to CSXT and NS. 

EFM will not have that access. Mr. Morey's verified statement identifies the utility plants, all 

but one of which was formerly served by exclusively by Conrail, that will be exclusive customers of 

CSX. They include EFM's largest customer over the period 1994-1996, the Eastlake plant of 

Cleveland Electric Illuminating, and two plants of Potomac Electric Power, a company that became an 

EFM customer in 1997. CSXT also will be pr -ferred connection to some customers served by MGA 

on current two line hauls. These include two existing EFM customers — Mt. Tom plant of Holyoke 

Water Power and Merrimack of the Public Service Co. of New Hampshire (both companies are 

subsidiaries of Northeast Utilities). 

As Messrs. Majcher and Morey also noted, EFM will have only one railroad to ship to those 

customers that it can serve on a one line haul. CSXT and NS are stressing the advantages of dual 

suppliers. These premises clearly imply that, as EFM argues, the railroads will be rivals and those 
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who can be direct beneficiaries of the rivalry will have fhe most favorable rail simation. As an 

economi-̂ ', I interpret this to mean that lower rate, will be given customers for which both railroads 

compete than to nearby competitors captive to one of vhe two railroads. Economic analysis makes the 

ability competitively to supply products to the same customers the benchmark by wh- ;h similar firms 

are identified. Tnus, the MGA rail mines are economically similar firms. If the distinction between 

EFM and the other MGA firms is based on historic rail service patterns, this has no e.onomic 

significance. Obviously, customers decide on the basis of current conditions. Customers do not know 

or care about prior service; they need current service. 

Economic analysis of markets emphasizes economic efficiency — essentially that goods should 

go to the customers who value them most highly and that each customer be supplied by those oossible 

suppliers with the lowest costs. Under tliis criterir", EFM should have the ability to get direct access 

to '•'^X'l as Aell as NS. 

Such access insures that EFM get the same more favorable rates that CSXT and NS imply will 

he available to other MGA mines. The prior indicates that two types of favoritism will arise. First, 

EFM will lose single line rates to a significant number of present and potential customers. Second, it 

will not i.et the better single line rates CSXT and NS imply will be given shippers with dual access 

A iplied economics overwhelmingly concludes that private decisions should be designed to 

promote economic efficiency. Thus, the CSXT-NS assertions about the desirability of multiple 

suppliers leads to the conclusion that EFM should receive the joint access given its rivals so all will be 
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able to compete solely only their cost, quality, and inherent locational advantages and not on the basis 

of diffeiential treatment by railroads. 

In summary, the loss of equal access to all potential users of MGA coal will materially lessen 

EFM's competitive position and limiting rail access to NS will cause loss of whatever benefits arise 

from the direct competition of two cairiers. 
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1, Richard Lewis Gordon, declare under penalty of j erjury ihat the foregoing is tme and 

correct. Further. 1 certify that I am qualified and authorized to file this verified statement, 

executed on this //^i-day of October, 1997. 

Richard 
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Proceedings of the 15th Annual Conference of the International Association for Energy 
Economics, Tours, France, p, H21-H28, 

"The Public Utility Holding Company Act: The Easy Step in Electric Utility Regulatory Reform," 
Regulation 15(1) 58-65 (1992), 
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Other Publications (continued): 

"European Energy: A Promise of Liberalization?," with Dieter Schmitt, The Energy Journal, Foreword 
in a special issue on Markets and European Energy 13:(3):vi-x (1992), 

"Markets for Materials Pnncipias an'i Public Policy Implications of Competition," in Michael B Bever, 
ed . .f'Qî rilig.F.QiiygiQpRdid of Mutcrials Economics, Policy and Management. Oxford: 
P« îriPm,̂  oa Pres'=; I td p n')-136 

"Stfiiuti c •>i iviateiialo I'viusJucb, w ,\\,riuu\ B Bever, eo , Concise Encyclopedia of Materials 
Eronpmirs,.Pja!ifi:< dLldidarLagement, Oxford: Pergammon Press Ltd., 1993, p, 359-365 

"North American Free TraJe Another Challenge to Coal," The Energy Journal 14(3): 153-170 (1993). 

"Energy Exhaustion, Environmentalism, and Etatism " The Energy Journal 15(1), 1-16 (1993) 
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K(. > for the f^utuie. supply forecast study for Ford Foundation Energy Policy Project. 1972-73 
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i!> • iif, riiti'i-. o.T •i'.ip.K.i ,.• MSF funded conference on Energy Modeling, 1976 
1' - f,.,| ih.- ,i...ii.- ,<'i'7 JO m'.osl foi -o d Foundation funded study of nuclear power, 1976 

•j'l •v i.i M-inisUii aiKi '<attie.i, aJvicrj on a coal model review, 1976, 
3ui'v,iu of Indian Aff,-3it i. advice on a ( j cw Nation coal lease, 1977 
Off • 'f Technolo iy -irssnient, rev;ew of report on coal slurry pipeline, 1977-1978. 
Ch.'i i.", Riv^r Ar.st.'.-iates, assistance on coal supply prc;ect, 1977-1978. 
Al', ri;^ fl !*ior':i'' ics, advico on coal studies, i977, 
111,1 uy )\ Jongrooi, ifip'ji oower plant .'-i/nstruction, 1978. 
Argor M5 Mdtioiifi' I abOiai jii>2> rcvisw of its coai mode! 1978. 
.•iiir'"^ inian Sci2iu-e inf vri^ifr'n f:xrh.incir? advised and wrote executive summary for coal research 

;il).V''-3C< STilV.CU, 

T'lo 'ipson anil M-tchell (Lawyers;, worK on coal contract litigation, 1978. 
R Schv;ab advioe coal market study, 1978, 

U S Departn.ent ot Energy, participated on coal data need seminar, 1978. 
MIT (for EPRI), assistance of in-depth evaluation of ICF, Inc.'s Coal and Electric Utility Model, 1978-

1979 
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Paid Consulting and Advising (continued); 

ICF, Inc comparison of its model to other work, 1978, 
Skelly & Loy, advice on survey of world coal, 1978 
Exxon assisted in appraisal of a business venture, 1978, 
Management Analysis Center, assisted in helping Union Pacific Railroad subsidiary respond to Justice 

Department proposal to ban leasing of coal by railroad subsidiaries, 1978-1979, 
Conference Board (under EPRI contract), panelist in conference on coal labor problems and reviewer 

of manuscnpt, 1979 
ICF, Inc panelist in its study for the Department of the Interior on fair market value of coal leases, 

1979 
ICF, Inc (on EPRI contract), assisted with study of trends in coal markets, 1979-1981 
Sutherland, Asbill and Brennan (for General Motors and the American Iron & Steel Institute), 

cooperated in preparation of critique of Department of Energy rules to enforce the Powerplant 
and Industrial Fuel Use Act, 1979, 

Congressional Budget Office, review of manuscript, 1979 
Exxon, reviews of studies on competition in U S. economy commissioned by the Business Round 

Table, 1979 
Exxon, preparation of study on coal leasing, 1980, 
Electric Power Research Institute, preparation of study on coal industry problems, 1980, 
Coal Research Group, International Energy Administration, preparation of Coal Supply Forecast, 

1980 
NERCO (a wholly owned subsidiary of Pacific Power and Light-now Pacificorp), briefing on coal 

market problems, 1980. 
Charles River Associates, assistance on coal research activities, 1980 
Charles River Associates (DOE contract), DOE financial report on companies, 1981, 
A major electric utility and its uranium supplier, arbitrator of contract clause on prevailing market price, 

1981 
Arco and Gulf, briefings on prospects for coal. 1981. 
Feoe. al Energy Administration, attempted to help improve its first Electric Power Annual, 1982. 
Chase Econometrics, consulted on its World Coal Model. 1982 
Phoenix Associates, advised on a mineral data gathering project for the Bureau of Mines, 1982, 
Oak Ridge National Laboratory for DOE, reviewed DOE reports for quality, 1983 
U S Commission on Fair Market Value Policy ff-r r-ederal Coal Leasing, member, 1983-1984, 
State of Kentucky, advised on review of Data Resources material presented to Kentucky Coal 

Summit, 1985, 
Data Resources, Inc , prepared a revievi of coal information sources as part of report to State of 

Pennsylvania on coal prospects, 1985 
Resources for the Future, assisted on project on impact on coal of selected public policies, 1985 
Energy Ventures Analysis (Electric Power Research Institute), comparisons between a new EPRI 

sponsored work and prior coal market models, 1985-1986 
Char'es River Associates, advised on work for Bureau of Land Management, 1986, 
Resources for the Future, consultant on study of impact of public policy on coal markets. 1986, 
A Law Firm, confidential advice on a tax court case involving a challenged deal in coal leases, 1986 
Another Law Firm, assistance of a client's claim for lower coal prices on basis of a market pnce 

adjustment clause in a contract, 1986-1987. 
NERCO. consultation on my views about the future of coal, 1986. 
McAlpine and Hordo (for the Japanese Steel Industry), arbitration of a Canadian coal contract, 1987-

89 
National Coal Association, American Mining Congress, and Edison Electric Institute appraisal of 

Department of Energy coal leasing royalty rules, 
U S Department of Energy, Review of U S Coal Data, 1990-92, 
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Unpaid Consulting and Advising; 

Federal Power Commission National Gas Survey Committee on Storage and Distribution, 1973 
National Research Council, review of USBM report on minerals extraction, 1973 
L. S House of Representatives, Committee on the Judiciary, off the record energy policy seminar, 

1975 
U S Federal Energy Administration, briefing on coal model, 1976 
National Research Council, panel on role of electricity in coal, 1976. 
Federal Energy Administration, energy research advice. 1976, 
Federal Trade Commission, advice on competition in coal. 1976 
Argonne National Laboratory. Advisory Board Regional Studies Program, 1976. 
Stanford University Energy Modelling Forum, forum on coal models, 1977, 
U, of New Mexico, energy taxation study, advisory committee. 1977. 
U S Department of Energy, Anthracite Commission. 1977-1978, 
International Institute for Applied Systems Analysis, Coal advisory committee, 1977, 
President's Coal Commission, participated in panel discussion on analysis of coal mine productivity, 

1979, 
American Enterpnse Institute, participant in p;3nel discussions for the press on the President's Energy 

Program, 1979 
U S Department of Energy, discussant in coal -esou.-ce data need symposium, 1979 
National Research Council Committee on Knowr Geological Structure for Oil and Gas, member, 

1985-1986 
Rocky Mountain Petroleum Economics Conference 1969,* 
AIME Pittsburgh, Talk on Coa! Demand, 1970 
AIME Society of Mining Engineering, New York, Talk on Coal Demand, 1970. 

Seminars and Speeches Presented (asterisk denotes talks published in proceedings or elsewhere) 

University of Tennessee, Symposium on Coal Economics, 1972 * 
University cf Texas, Forum for National Comm,ission on Materials Policy, 1972 * 
American Association for the Advancement of Science, Annual V.c?eting, 1972 
Massachusetts Institute of Technology. Conference on Enorgy, 1973 * 
University of Pennsylvania, National Center for Energy Manac,cment and Power, 1973. 
Resources for the Future, Seminar, 1973 
Uniteo Mine Workers, talk dunng briefing at Penr State 1973, 
Atlantic Institute, October 1973 
Organization for Economic Co-operation and Development, 1973 * 
University of Rhode Ish.nd, 1S74. 
North Carolina State University, 1974, 
New York State Bankers Association, Investment Seminar, 1974 
Amen -.ans for Energy Independence, 1975 
Sociei/ of Government Economists, 1975 
Unive sity of Kentucky, 1975 
Kentuzky Center for Energy Research, 1975 
Unive sity of West Virginia, 1975 
International Energy Agency, 1976,* 
Rocky Mountain Petroleum Economics Seminar, 1977 * 
International Association of Energy Economists, Session at Allied Social Science Association, 1978, 
Electric Power Research Institute, 1978, 
Librar> of Congress, Coal Economic Seminar, 1978. 
Lehigh University, Two Seminars in May, 1979 
University of Maryland, Seminar on Energy Information Administration, Annual Report, 1979 
New York State Energy Research and Development Administration, Seminar on Coal Economics, 

1980, 
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Seminars and Speeches Presented (continued) (asterisk denotes talks published in proceedings or 

elsewhere): 

The Rand Corporation, Seminar on Coal, 1980 
Shell Lectu'e in Energy Economics, Surrey University, Guildford, England, 1981* 
Southern Illinois University, Two Seminars on Coal, 1931, 
Gulf Research, Seminar on Coal, 1981, 
Massachusetts Institute of Technology, Three Seminars on Coal, 1981. 
Electric Power Research Institute, Fuel Supply Seminar, 1982 * 
U S Department of Energy, Conference on Energy Modeling, 1982 * 
University of West Virginia, Talk on Coal Modeling, 1982, 
The Rockefeller Foundation's Conference Center in Bellagio, Italv, Conference on Risk and Return to 

large Scale Natural Resource Projects, 1982 * 
New York City University Graduate Center, Talk on Coal to the Energy Forum, 1982, 
Electnc Power Research Institute, Fuel Supply Seminar, 1983 * 
Michigan Technological University, Two Semin::rs on Coal and Exhaustion, 1983, 
Rand Afncaans University, Short Course on Coal, 1983 
IIASA Conference in Laxenburg, Austria, 1983 * 
University of Delaware, Seminar on Coal Leasing, 1984 * 
University of Montana, Symposium on Public Land, 1984 * 
Mining and Reclamation Council, Symposium on the Coal Commission, 1984, 
Council of State Legislatures, Session on Public Lands, 1Cj4. 
Macquane University, Seminar on Coal Prospects, 1984, 
National Coal Asscci,-''ion, Briefing on the Coal Commission, 1984, 
U S Geological Survey, Symposium on Coal Research, 1935 * 
International Association of Energy Economists, Bon , 1985 * 
Dahlem Conference on Resource Scarcity, Berlin, 1986 * 
SME Pittsburgh Sect'ori, Seminar on Coal, 1986, 
Israel Coal Conference, 1986 
Hoosiers for Economic Development, Talk on Flectric Power Problems, 1986 
Colorado School of Mines. 1988 
Los Alamos National Laboratory, Conference, 1988, 
Laurentian University, Sudbury, Ontano, Caiada, 1989, 
Canadian Conference Board, Vancouver, 1989 
International Association of Energy Economics, Caracas, 1989 
International Association of Energy Economics, Tours, France. 1992. 

The Penns, Ivania State University Departments Addressed; 

Geography 
Chemical Engineering 
Nuclear Engineenng 
IEEE Student Group 
Geosciences 
Alumni Institute 
Agnculti .ral Economics 
Mineral Preparation 
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Refereeing and Reviewing (asterisk denotes multiple requests); 

Journal of Industrial Economics* 
Western Economic Journal 
Harvard University Press 
University of Kentucky 
National Science Foundation* 
Water Resources Research 
Science* 
MIT Press* 
Energy Policy* 
Land Economics* 
Economic Inquiry 
Canada Council* 
Bell Journal of Economics 
American Journal of Land Economics 
Journal of Developing Areas* 
McGraw-Hill 
Houghton Mifflm 
Cambridge University Press 
Decision Sciences 
McGraw-Hill Encyclopedia of Chemical Technology 
University of B'ltish Columbia 
Canadian Social Sciences and Humanities Research Council 
Review of Economics and Statistics 
University of Southern Illinois Press 
Congressional Budget Office* 
Office of Technology Assessment* 
Wilderness Society 
Yale University Press 
West Virginia University 

Editorial Board Membership 1995: 

The Energy Journal (Book Review Editor since 1984) 
Resource and Energy Economics 

Professional Societies; 

Amencan Institute of Mining and Metallurgical and Patroleum Engineers, Council of Economics, 
Program Chairman and Proceedings Editor, 1970, Vice Chairman-Chairman Elect, 1972, 
Chairman, 1973; Award Committee, 1975-1979; Mineral Economics Award, 1981, 

International Association of Energy Economists, member Editorial Board, 1979 to date. Book 
Review Editor since 1984; member Executive Committee, 1979-1980, 

American Economic Association 
Royal Economic Society 
Econometric Society 
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1 BEFORE THE 

2 SURFACE TRANSPORTATION BOARD 

3 Finance Docket No. 33388 

4 CSX CORPORATION AND CSX TRANSPORTATION. INC. 

5 NORFOLK SOUTHERN CORPORATION AND 

6 NORFOLK SOUTHERN RAILWAY COMPANY 

7 -- CONTROL AND OPERATING LEASES/AGREEMENTS 

8 CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

9 RAILROAD CONTROL APPLICATION 

10 HIGHLY CONFIDENTIAL 

11 Washington, D.C. 

12 Monday, August 25, 1997 

13 D e p o s i t i o n of JOHN Wlb-LIAM FOX, a 

14 witness h e r e i n , c a l l e d f o r examination by counsel 

15 f o r the P a r t i e s i n the above - e n t i t l e d m a t t e r , 

16 pursuant t o agreement, the witness being d u l y 

17 sworn by JAN A. WILLIAMS, a Notary P u b l i c i n and 

IB f o r the D i s t r i c t of Columbia, taken at tbe 

19 o f f i c e s of Zuckert, Scoutt & Rasenberger, L.L.P., 

20 888 Seventeenth S t r e e t , N.W., Washington, D.C, 

21 20006-3959, at 10:05 a.m., Monday, August 25, 

22 1997, and the proceedings being taken down by 

23 Stenotype by JAN A. WILLIAMS, RPR, and 

24 tra n s c r i b e d under her d i r e c t i o n . 

25 
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1 Mr. Pr i l l a m a n ? 

2 A. Yes, he i s knowledgeable about the • 

3 interdepartmental processes. 

4 0. He i s knowledgeable, was that your 

• 
5 answer? 

6 A. He i s knowledgeable, he knows what's 

7 going on in our group. 

8 0. You ref e r e n c e d , when I asked you about • 

9 your f a m i l i a r i t y w i t h Mine 84, t h a t t h e r e i s a 

10 P i t t s b u r g h 8 sea.Ti mine. Can you de s c r i b e what 

11 you mean by a P i t t s b u r g h 8 seam mine? • 

12 A. My general knowledge i n t h a t t h a t ' s a 

13 seam of coal i n the souttiwestern Pennsylvania 

14 area, t h a t s e v e r a l mine o p e r a t o r s have • 

15 s i g n i f i c a n t o p e r a t i o n s i n t h a t seam of c o a l . I'm 

16 not a g e o l o g i s t , I don't know t h a t nuch about the 

17 geology of the area, but I understand i t ' s a very • 

18 p r o d u c t i v e and p o t e n t i a l l y expanding reserve of 

19 c o a l , mostly u t i l i t y type, mid s u l f u r steam 

20 c o a l . 
• 

21 Q. Does P i t t s b u r g h 3 d e s c r i b e p a r t i c u l a r 

22 characte.-"ist i c s , i s t h a t a shorthand v e r s i o n of 

23 describing coal mines with s i m i l a r 
• 

24 c h a r a c t e r i s t i c s ? 

25 A. I don't know. I'm not sure t h a t they 

ALDERSON REPORTING CO.NIPANT, INC. • 
(2021289 2260 iSOOi FOR DEPO 
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1 do have s i m i l a r c h a r a c t e r i s t i c s . I'm sure t h e r e 

2 are d i f f e r e n t methods of mining ?nd d i f f e r e n t 

3 s p e c i f i c l o c a t i o n s . But I t h i n k t h a t general 

4 seam maybe descr i b e s a group of ope r a t o r s t h a t 

5 operate i n t h a t seam of c o a l . 

6 Q. Would those mines have s i m i l a r Btu 

7 content? 

8 A. I t h i n k they do. 

9 Q. Would they have a s i m i l a r l e v e l of 

10 s u l f u r ? 

11 A. I've heard a range of s u l f u r s r e p o r t e d 

12 so I'm not sure t h a t they a l l do have. I mean I 

13 t h i n k i t ' s w i t h i n a percent one way or another. 

14 You know, t h a t ' s a p r e t t y b i g spread. I t h i n k t o 

15 some e x t e n t t h a t has t o do w i t h the method of 

16 processing and d i f f e r e n t mines would have 

17 d i f f e r e n t p r ocessing methods. 

18 Q. Can you i d e n t i f y f o r us the producers 

19 and the mines t h a t you understand c o n s t i t u t e 

20 P i t t s b u r g h 8 seam producers? 

21 A. I don't t h i n k I could do i t and not 

22 leave any out. 

23 Q. Can you t e l l us those t h a t you are 

24 f a m i l i a r w i t h . We won't h o l d you t o 

25 r e p r e s e n t a t i o n t h a t i t i s a complete l i s t . 

ALDERSON REPORTING COMPANT. INC. 
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1 A. Well, I t h i n k C o n s o l i d a t i o n Coal 

2 Company has some mines i n t h a t area and I t h i n k • 

3 Peabody does and I t h i n k Massey has some m-ines or 

4 has some p o t e n t i a l mining o p e r a t i o n s i n t h a t area 

5 and Eighty-Four. • 

6 Q. I'm s o r r y , and what? 

7 A. And Eighty-Four. 

8 Q. That's Eighty-Four Mining Company? • 

9 A. Yes. 

10 Q. Are P i t t s b u r g h 8 seam producers t o your 

11 understanding g e n e r a l l y c o m p e t i t i v e w i t h one • 

12 another? 

13 A. We're t r y i n g t o understand the market 

14 dynamics, but I don't know t h a t much about t h e i r • 

15 i n d i v i d u a l , you know, e f f i c i e n c y f a c t o r s , mining 

16 cos t s , and loadout c a p a b i l i t i e s and geographic 

17 l o c a t i o n s . I r e a l l y don't know what t h e i r 
• 

18 r e l a t i v e s t a n d i n g i s w i t h respect t o mining 

19 e f f i c i e n c y . 

20 Q. Does N o r f o l k Southern c u r r e n t l y se/ve 
• 

21 any P i t t s b u r g h 8 seam mines t o your knowledge? 

22 A. I don't t h i n k so. 

23 

24 

Q. Post - t r a n s a c t i o n N o r f o l k Southern w i l l 

serve the P i t t s b u r g h seam r e g i o n ; i s t h a t 
• 

25 c o r r e c t ? 

ALDERSON REPORTING CO.NIPANT, INC. 
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1 A. Yes, s i r . 

2 Q. Do you have an understanding of the 

3 volume of r a i l shipments from ti.iese mines t h a t ' s 

4 a v a i l a b l e ? 

5 A. I t h i n k i t ' s i n the 35 m i l l i o n t on 

6 range a n n u a l l y . 

7 Q. I s t h a t a s i g n i f i c a n t volume of coal? 

8 A. Yes. 

9 Q . I assume from your answer t h a t the 

10 a c q u i s i t i o n of these l i n e s i n t h i s t r a n s a c t i o n i s 

11 important t o N o r f o l k Southern? 

12 A. Yes. 

13 Q. Do you discuss the s e r v i c e t o t h i s 

14 r e g i o n i n your v e r i f i e d statement? 

15 A. I don't t h i n k s p e c i f i c a l l y we discuss 

16 the s e r v i c e . I'm not s u r t oit the time the 

17 5tatem.ent was taken t h a t we had begun t o co n s i d e r 

18 the s e r v i c e i m p l i c a t i o n s . 

19 Q. Page 267 of the volume, I w i l l r e f e r t o 

20 "he page of the volume r a t h e r than the page i n 

21 vour stand-alone statement f o r r e f e r e n c e 

22 )urpcses, i n the second paragraph, you s t a t e , 

23 beginning w i t h the second sentence, many of our 

24 u t i l i t y customers would l i k e t o be able t o blend 

25 -ower p r i c e d but higher s u l f u r , parentheses, and 

ALDERSON REPORTING COMPANT, INC. 
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1 o f t e n h i g h e r Btu, close parentheses, coals w i t h o f t e n h i g h e r Btu, close parentheses, coals w i t h 
• 

2 lower s u l f u r c oals from NS o r i g i n s . The coal 

3 f i e l d s served by C o n r a i l have the East's l a r g e s t 

4 c o n c e n t r a t i o n of medium s u l f u r steam q u a l i t y 
• 

5 coal . 

6 Does t h i s have r e f e r e n c e t o the 

7 P i t t s b u r g h 8 seam? 

8 A. I n g e n e r a l , yes. • 

9 Q. Did somebody p r o v i d e you w i t h t h i s 

10 d e s c r i p t i o n , Mr. Fox, or i s t h i s based upon your 

11 general knowledge and understanding? • 

12 A. I t ' s based on my general knowledge and 

13 unders t a n d i n g . 

14 Q. So from t h a t can we conclude t h a t your • 

15 understanding i s t h a t the P i t t s b u r g h 8 seam coals 

16 have a higher Btu content and a higher but more 

17 or less c o n s i s t e n t s u l f u r content than other • 

18 coals t h a t are on NS l i n e s ? 

19 A. Oft»in h i g h e r . I t h i n k NS coals have --

20 NS o r i g i n coals -- c e r t a i n NS o r i g i n coals have • 

21 equal Btu c o n t e n t . Some of the P i t t s b u r g h 8 I 

22 t h i n k are h i g h e r than some of the NS o r i g i n 

23 coals. And most of the P i t t s b u r g h 8 coals have a 
• 

24 higher s u l f u r c o n t e n t , but t h a t ' s not -- th e r e 

25 are except i o n s . 
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1 d e l i v e r e d costs of coal i n those general 

2 geographic areas must remain c o m p e t i t i v e or t h a t 

3 p a r t i c u l a r u t i l i t y won't generate e l e c t r i c i t y . 

4 And the c o m p e t i t i o n t h a t NS and CSX 

5 pr o v i d e i n t h a t general r e g i o n a l area w i l l open 

6 up t h a t type of c o m p e t i t i o n f o r t h i s market t h a t 

7 has not been a v a i l a b l e b e f o r e the NS/CSX 

8 a c q u i s i t i o n of C o n r a i l . 

9 Q. So, even though Mine 84 w i l l not have 

10 c o m p e t i t i v e r a i l s e r v i c e , they w i l l have the same 

11 r a t e s a v a i l a b l e to them as any of the 

12 c o m p e t i t i v e l y served mines; i s t h a t what you're 

13 s t a t i n g ? 

14 A. I don't know t h a t they w i l l -- t h a t 

15 Mine 84 w i l l n e g o t i a t e any t r a n s p o r t a t i o n r a t e s . 

16 Q. Well, i f they were t o negotiate? 

17 t r a n s p o r t a t i o n r a t e s , would they have the same 

18 r a t e s a v a i l a b l e t o them as the c o m p e t i t i v e l y 

19 served l i n e s on the former Monongaheia Railway? 

20 A. I don't know. I don't know the 

21 p a r t i c u l a r s of the geographic area t h a t we 

22 serve. G e n e r a l l y NS e s t a b l i s h e s r a t e d i s t r i c t s 

23 t h a t i n c l u d e a group of mines i n a geographic 

24 area. And then u t i l i t i e s r e q u e s t i n g 

25 t r a n s p o r t a t i o n r a t e s are p r o v i d e d those on t h a t 
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1 p r i c e i t s s e r v i c e i n j o i n t - l i n e s e r v i c e w i t h 

2 N o r f o l k Southern from Mine 84 c o m p e t i t i v e l y w i t h • 

3 s i n g l e - l i n e s e r v i c e from one of the comparable 

4 mines ? 

5 A. I r e a l l y don't know. I mean t h a t ' s -- • 

6 t h a t would be very s p e c u l a t i v e on my p a r t . I 

7 don't know what they would do. 

8 C. Let me put the shoe on the oth e r f o o t . • 

9 I f CSX served a mine e x c l u s i v e l y and N o r f o l k 

10 Southern served mines producing c o m p e t i t i v e c c a l , 

11 i n o f f e r i n g the c o a l - f i r e d u t i l i t y a • 

12 t r a n s p o r t a t i o n c o n t r a c t , would you p r i c e on a 

13 basis t o encourage the s i n g l e - l i n e move or would 

14 you p r i c e the s i n g l e - l i n e mo and the j o i n t - l i n e • 

15 move c o m p e t i t i v e l y ? 

16 A. There are r e a l l y j u s t too many f a c t o r s 

17 t o c o n s i d e r . I mean I don't know t h a t I could • 

18 g e n e r a l i z e on t h a t . I mean t h e r e ' s f a c t o r s of 

19 p r o d u c t i v i t y and, you know, l o c a t i o n and the 

20 q u a l i t y of coal and mine p r i c e . 
• 

21 And the b i g g e s t f a c t o r i s what t h a t 

22 p a r t i c u l a r u t i l i t y -- what type of coal t h a t 

23 u t i l i t y wants and the producer t h a t u t i l i t y wants 
• 

24 t o deal w i t h and what p r i c e of coal t h a t u t i l i t y 

25 i s able t o n e g o t i a t e . I mean those are b i g 
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1 f a c t o r s and a l o t of v a r i a b l e s . So I wouldn't 

2 say t h a t one would exclude the o t h e r a b s o l u t e l y . 

3 Q. Given t h a t t h e r e are no a b s o l u t e s i n 

4 t h i s w o r l d , Mr. Fox, could you say on a ge n e r a l 

5 basis t h a t you would p r i c e - - and f u r t h e r 

6 assuming as I d i d i n the q u e s t i o n t h a t the coal 

7 q u a l i t y i s the same and the u t i l i t y can deal w i t h 

8 e i t h e r producer, g e n e r a l l y speaking i s n ' t i t a 

9 f a c t t h a t your p r i c i n g would be such as t o f a v o r 

10 ycur s i n g l e - l i n e haul over a j o i n t - l i n e movement 

11 w i t h CSX? 

12 A. I f you look at the e n t i r e movement, 

13 i t ' s l i k e l y t h a t r i t l a r could compete e f f e c t i v e l y 

14 depending on, you know, how i t ' s set up, 

15 p r o p o r t i o n a l or a j o i n t l i n e , j o i n t - l i n e r a t e s . 

16 I mean i t ' s p o s s i b l e t h a t i t could be 

17 compet i t i v e . 

18 G e n e r a l l y the s i n g l e - l i n e movement 

19 would be more e f f i c i e n t and, t h e r e f o r e , g e n e r a l l y 

20 have a more f a v o r a b l e p r i c e . But t h a t ' s not 

21 a b s o l u t e . Other f a c t o r s can determine the 

22 c o m p e t i t i v e n a t u r e of those type arrangements. 

23 Q. But you s t a t e d p r e v i o u s l y t h a t you 

24 p r e f e r g e n e r a l l y a longer haul? 

25 A. We p r e f e r the arrangement t h a t produces 
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1 the best revenue f o r N o r f o l k Southern. 

2 Q. And wouldn't t h a t arrangement g e n e r a l l y 

3 be a s i n g l e - l i n e haul? 

4 A. I would say g e n e r a l l y i t would, a l l 

5 t h i n g s be equal, d e s t i n a t i o n s , equal mileage, i t 

6 would be the most e f f i c i e n t one -• i t would be 

7 the most e f f i c i e n t move and would be the one 

8 s e l e c t e d . 

9 Q. And i t would be p r i c e d i n a more 

10 f a v o r a b l e manner than the j o i n t - l i n e move; i s n ' t 

11 t h a t t rue? 

12 A. I n a gene 1 sense. But t h e r e again I 

13 don't t h i n k t h a t ' s an a b s o l u t e . 

14 Q. I f I can r e f e r you t o page 272 of your 

15 statement, the parag. .ph at t;ie top of the page, 

16 the c a r r y o v e r from the p r i o r page, you s t a t e 

17 a f t e r the t r a n s a c t i o n i s approved, these 

18 f a c i l i t i e s w i l l be served by two r a i l r o a d s w i t h 

19 access t o high q u a l i t y c o a l . You do have 

20 r e f e r e n c e to shippers of m e t a l l u r g i c a l coal and 

21 coke i n the be g i n n i n g of t h a t paragraph. 

22 Shippers w i l l b e n e f i t from the presence of 

23 balanced c o m p e t i t i o n by two f i n a n c i a l l y s t a b l e 

24 comparably s i z e d r a i l systems able t o o f f e r 

25 c o s t - e f f i c i e n t 3 i n g l e - l i n e s e r v i c e t o these 
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1 s h i p p e r s . Moreover, these same shi p p e r s w i l l 

2 have g r e a t e r leverage than they do now t o spur 

3 the r a i l r o a d s t o compete f o r t h e i r busines's. 

4 Does t h i s a l s o apply t o u t i l i t y c o a l , 

5 the same statement? 

6 A. Yes. 

7 Q. What do you mean by shippers having 

8 g r e a t e r leverage t o spur the r a i l r o a d s t o compete 

9 f o r t h e i r business? 

10 A. The C o n r a i l t e r r i t o r y w i l l liave a 

11 c o m p e t i t i v e balance -- you're t a l k i n g about 

12 u t i l i t i e s s p e c i f i c a l l y ? 

13 Q. Let's t a l k s p e c i f i c a l l y u t i l i t i e s . 

14 A. A c o m p e t i t i v e balance t h a t they have 

15 not - - t h a t has not been present i n t h a t market 

16 f o r sometime. And CSX and NS w i l l compete f o r 

17 the u t i l i t y power g e n e r a t i o n market i n t h a t 

18 v i c i n i t y , much i n the same wey CSX and NS compete 

19 i n the Southeast. 

20 Q. Does having competing r a i l c a r r i e r s 

21 s e r v i n g the routes p r o v i d e a lower r a t e g e n e r a l l y 

22 ;han a c a p t i v e s i t u a t i o n ? 

23 A. That's been our experience. 

24 Q. I s t h i s leverage t o spur the r a i l r o a d s 

25 -o compete f o r business a b e n e f i t of the 
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1 t h e s h a r e d a s s e t s . I l o o k e d a t two o f t h e t h r e e . • 

2 I d i d n o t l o o k a t CSX o v e r l a p w i t h C o n r a i l . 

3 Q. Why i s t h e t r a n s a c t i o n i n y o u r v i e w 

4 s t r o n g l y p r o c o m p e t i t i v e ? • 

5 A. A g a i n I'm j u s t r e p e a t i n g what's i n t h e 

6 volume. 

7 Q. Please sjummarize f o r us. • 

8 A. There's two b a s i c r e a s o n s , maybe 

9 t h r e e . One i s t h a t t h e r e i s minimum o v e r l a p s 

10 between NS and C o n r a i l . And t h o s e o v e r l a p s • 

11 i n v o l v e v e r y s m a l l numbers o f s i t u a t i o n s and a 

12 s m a l l amount o f t r a f f i c . 

1 3 3y c o n t r a s t t h e j o i n t o o e r a t i o n o f t h e • 

14 s h a r e d a s s e t area w i l l c r e a t e c o m p e t i t i o n where 

1 5 c u r r e n t l y t h e r e ' s o n l y one p r o v i d e r o f s e r v i c e , 

16 c r e a t i n g two p r o v i d e r s o f s e r v i c e . Those a r e t h e • 

17 p r i n c i p a l r e a s o n s . 

1 8 I suppose t h e t h i r d r e a s o n i s t h e r e ' s a 

19 l o t o f t e s t i m o n y f r o m o p e r a t i o n a l p e o p l e t h a t 
• 

20 c i s c u s s how t h i s w i l l make b o t h CSX and NS a f t e r 

2 1 t h e t r a n s a c t i o n more e f f i c i e n t p r o v i d e r s o f t h e 

22 s e r v i c e . And, you know, c o s t s a v i n g s and 
• 

23 e f f i c i e n c i e s a r e p a r t o f c o m p e t i t i o n . 

24 Q. The f a c t t h a t t h e r e i s minimum o v e r l a p 

2 5 between N o r f o l k S o u t h e r n and C o n r a i l , does t h a t 
• 
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1 r e s u l t i n t h e t r a n s a c t i o n b e i n g p r o c o m p e t i t i v e o r 

2 o n l y xn t h e t r a n s a t i o n h a v i n g l i t t l e o r no 

3 a n t i c o m p e t i t i v e e f f e c t ? 

4 A. The l a c k o f o v e r l a p i n and o f i t s e l f 

5 b a s i c a l l y says t h a t t h e r e ' s no c o m p e t i t i v e 

6 p r o b l e m s . Of c o u r s e , when you l o o k a t t h e d e t a i l 

7 and you see why t h e r e ' s no o v e r l a p , i t makes much 

8 m.ore p l a u s i b l e t h e n o t i o n s o f c o s t s a v i n g s . B u t , 

9 i n and o f i t s e l f , t h a t s i m p l y says t h e r e ' s no 

10 r e a l p r o b l e m s t h e r e . 

11 Q. What are t h e b e n e f i t s f l o w i n g f r o m t h e 

12 c o m p e t i t i o n c r e a t e d i n t h e s h a r e d a s s e t a r e a s ? 

13 A. S i m p l y under c u r r e n t c i r c u m s t a n c e s 

14 s h i p p e r s i n t h a t area have one r a i l r o a d t o t u r n 

15 t o and a f t e r i t t h e y ' l l have two. So i t c r e a t e s 

16 c o m p e t i t i o n i n t h e a r e a . 

17 Q. Then how does t h a t b e n e f i t t h e 

18 s h i p p e r s ? 

19 A. W e l l , t h e way c o m p e t i t i o n works i s , i f 

20 you want t o g e t b u s i n e s s , you have t o s t r i v e t o 

21 p r o v i d e t h e h i g h e s t q u a l i t y s e r v i c e you can a t 

22 t h e l o w e s t p o s s i b l e p r i c e , o t h e r w i s e y o u r 

23 c o m p e t i t o r i s g o i n g t o g e t i t . T h a t ' s t h e i d e a l 

24 of c o m p e t i t i o n . 

25 Q. Do you b e l i e v e t h a t t h e r e a r e any 
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1 I d o n ' t r e c a l l any o t h e r t h a n t h e few p l a c e s i n • 

2 I n d i a n a where t h e r e was a l e s s e n i n g o f 

3 compet i t i o n . 

4 Q. When we're t a l k i n g about n e g a t i v e • 

5 e f f e c t s , i s y o u r s o l e c r i t e r i a f o r n e g a t i v e 

6 e f f e c t s b e i n g a l e s s e n i n g o f c o m p e t i t i o n f o r 

7 r a i l r o a d t r a n s p o r t a t i o n s e r v i c e ? 
• 

8 A. T h a t ' s what I examined, y e s . 

9 Q. Could Lher'^ be n e g a t i v e e f f e c t s o t h e r 

1 0 t h a n a l e s s e n i n g o f c o m p e t i t i o n f o r r a i l r o a d 

11 t r a n s p o r t a t i o n s e r v i c e ? 

12 A. What I examined was t h e c o m p e t i t i o n . 

13 

14 

So I'm not q u i t e s u r e what y o u ' r e g e t t i n g a t . I 

mean I l o o k e d a t c o m p e t i t i o n . So my a n a l y s i s 
• 

15 a d d r e s s e d w h e t h e r or n o t t h e r e was a l e s s e n i n g o f 

16 c o m p e t i t i o n o r , a l t e r n a t i v e l y , i n o t h e r a r e a s 

17 w h e t h e r t h e r e was i n c r e a s e i n c o m p e t i t i o n . • 

18 Q. Could s h i p p e r s be harmed by f a c t o r s 

1 9 o t h e r t h a n s i m p l y t h e e q u a t i o n o t w h e t h e r o r n o t 

20 t h e t r a n s p o r t a t i o n s e r v i c e o r t r a n s p o r t a t i o n • 

21 o p t i o n s i n c r e a s e d o r decreased? 

22 A. Could an i n d i v i d u a l s h i p p e r be harmed? 

23 Q. Yes. • 

24 A. I suppose an i n d i v i d u a l s h i p p e r c o u l d 

25 be harmed. 
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1 Q. Would i t be advantageous f r o m y o u -

2 p e r s p e c t i v e i f t h e t r a n s a c t i o n were t o be 

3 s t r u c t u r e d so t h a t t h e r e were no adverse e f f e c t s 

4 upon s h i p p e r s ? 

5 A. I mean we might d i s a g r e e whether t h e r e 

6 a r e no a d v e r s e e f f e c t s . But, i f you can -- I 

7 mean j u s t p u r e l y h y p o t h e t i c a l , i f you can r e t a i n 

8 a l l t h e a d v a n t a g e s o f t h e t r a n s a c t i o n a n d n o t 

9 c r e a t e any o t h e r d i s a d v a n t a g e s and g e t r i d o f 

10 y o u r h y p o t h e t i c a l d i s a d v a n t a g e s , I suppose t h e 

11 answer i s yes. But t h e r e ' s a huge number of 

12 a s s u m p t i o n s i n y o u r q u e s t i o n u n s t a t e d . 

13 Q. D i d you l o o k a t a l l a t t h e m a r k e t s 

14 s e r v e d by t h e c u s t o m e r s s e r v e d by C o n r a i l ..n y o u r 

15 a n a l y s i s ? 

16 A. Could you r e p e a t t h a t , p l e a s e . 

17 THE REPORTER: " Q u e s t i o n : D i d you l o o k 

18 a t a l l a t t h e m a r k e t s s e r v e d by t h e c u s t o m e r s 

19 s e r v e d by C o n r a i l i n y o u r a n a l y s i s ? " 

20 THE WITNESS: I n feme sense, y e s . But 

21 t h e computer programs t h a t l o o k e d a t t r a f f i c 

22 volume looked at e v e r y t h i n g on C o n r a i l . But 

23 t h e r e was an essence of s o r t i n g t o l o o k f o r a r e a s 

24 i n w h i c h C o n r a i l two d i f f e r e n t s i t u a t i o n s , 

25 e i t h e r C o n r a i l and NS were c u r r e n t c o m p e t i t o r s 
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1 A. Yes. 

2 Q. I s i t f a i r t o say then t h a t a coal 

3 producer which i s s u b j e c t t o j o i n t - l i n e access i n 

4 reaching a u t i l i t y p l a n t may be at a disadvantage 

5 i n s e r v i n g t h a t u t i l i t y p l a n t customer as 

6 compared w i t h i t s c o m p e t i t o r s which have 

7 s i n g l e - l i n e access t o t h a t u t i l i t y p l a n t ? 

8 A. Well, the key t o answer your q u e s t i o n 

9 i s the use of the word may. And the answer i s 

10 yes, they may be at a disadvantage. But i t ' s a 

11 f a c t u a l i n q u i r y and the e x t e n t of t h a t 

12 disadvantage may not be g r e a t . I t depends. 

13 Q. And i t may be g r e a t , i s t h a t c o r r e c t , 

14 i t may be gre a t or i t may not be g r e a t ; i s t h a t 

15 what you re saying? 

16 A. I haven't undertaken a f a c t u a l i n q u i r y 

17 of t h a t w i t h regard t o coal customers. So 

18 I can't answer the ext e n t of t h a t . 

19 Q. But, i f i t m.ay not be g r e a t , i t a l s o 

20 may be g r e a t ; i s t h a t a f a i r c o n c l u s i o n , 

21 depending upon the f a c t s ? 

72 A. I t completely depends on the f a c t s . 

23 Q. And i t could be e i t h e r a great 

24 disadvantage or perhaps not a g r e a t disadvantage? 

25 A. The answer i s I don't know. I would 
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• 

REDACTED • 

9 Q. I n your testimony, I ' d l i k e you t o 

10 r e f e r t c your testimony at t h i s p o i n t , i f you • 

would, please. Looking at page 335 of the 

12 a p p l i c a t i o n , under the heading A c q u i s i t i o n of 

13 C c n r a i l by CSX and NS W i l l Improve Access t o MGA 
• 

14 Zoal and B e n e f i t Producers by Opening Up New 

15 r-'arketF, you t a l k about the r e v i t a l i z a t i o n of MGA 

16 coal p r o d u c t i o n , you say the causes are 
• 

n t h r e e f o l d , and f i r s t you i d e n t i f y the a p p l i c a t i o n 

1 8 of l o n g w a l l mining techniques t o the geology of 

19 Southwest Pennsylvania, Greene and Washington Southwest Pennsylvania, Greene and Washington 
• 

20 Counties, e i g h t mines. Can you i d e n t i f y those 

21 e i g h t mines f o r us, please. 

22 A. The Bailey and Enlo Fork mines of 

23 CONSOL, the Emerald mine of Cyprus AMAX, the • 

24 Eighty-Four mine, Maple Creek mine, the Federal 

25 No. 2 mine, the Humphrey mine, and B l a c k s v i l l e . 

• 
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X Q. I'm s o r r y , the l a s t one? 

2 A. B l a c k s v i l l e . I get confused about 

3 Loveridge and B l a c k s v i l l e and which one i s south 

4 of the Pennsylvania border i n West V i r g i n i a and 

5 which one i s n o r t h . With t h a t u n c e r t a i n t y which 

6 a p p l i e s to one of those mines, t h a t Loveridge 

7 cculd go n o r t h of the Pennsylvania border, t h a t 

8 would be ny answer w i t h o u t l o o k i n g s p e c i f i c a l l y 

9 at ot.her data. 

10 Q. How do you c l a s s i f y the D i l w o r t h mine 

11 operated by CONSOL? 

12 A. Okay. That could be. I'm not sure 

13 ••••here D i l w o r t h i s l o c a t e d , but t h a t may als o be 

14 l o c a t e d m Pennsylvania. 

15 Q. Is B l a c k s v i l l e i n Pennsylvania or i s 

16 .-.1 acks" i 11 e a c t u a l l y i n Northern West V i r g i n i a ? 

17 A. That's what I s a i d , t h a t would be the 

18 one w i t h o u t l o o k i n g at a l i s t t h a t I don't know. 

19 Q, How about Humphrey? 

20 A. I can t h i n k i n Pennsylvania, but I 

21 'ould be wrong. 

22 Q. And Federal 2? 

23 A. I t h i n k t h a t ' s i n Pennsylvania, yes. 

24 Q. Are you f a m i l i a r w i t h the Mathies mine? 

25 A. The Mathies mine i s the m e t a l l u r g i c a l 
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1 coal mine i n the P i t t s b u r g h seam t h a t ' s l o c a t e d 

2 near Mine Eighty-Four. 

3 Q. So t h a t would be a Southwest 

4 Pennsylvania mine? 

5 A. Yes. 

6 Q. How about Cumberland? 

7 A. Cumberland i s f u r t h e r south. Again 

8 whether t h a t ' s i n Northwestern -- Northern 'West 

9 V i r g i n i a or Pennsylvania I'm not sure w i t h o u t 

10 l o o k i n g at a l i s t . 

11 Q. Can you t e l l us then what the e i g h t 

12 mines are t h a t you i d e n t i f y i n the West V i r g i n i a 

13 panhandle? 

14 A. Not w i t h o u t l o o k i n g at a s p e c i f i c 

15 l i s t . 

16 Q. Is Windsor ene of those? 

17 A. No. Windsor would be -- 'Windsor i s on 

18 the Ohio River. Yeah, i t i s i n West V i r g i n i a . 

19 Q. Loveridge? 

20 A. Again, w i t h o u t l o o k i n g at a l i s t , I 

21 t h i n k Loveridge i s not on my l i s t f o r 

22 Pennsylvania so t h a t m.eans i t ' s West V i r g i n i a . 

23 Q. McElroy, would t h a t be a West V i r g i n i a 

24 mine? 

2 5 A, I don't know. 
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1 Q. RobinsonRun? 

2 A. Robinson Run i s d e f i n i t e l y i n H a r r i s o n 

3 County, West V i r g i n i a . 

4 Q. Shoemaker? 

5 A. I t ' s West V i r g i n i a . 

S Q. Let's t r y a s h o r t e r l i s t , how about the 

7 Ohio m.ines, you i d e n t i f y two? 

8 A. Quarto and Ohio V a l l e y . 

9 Q. Quarto, i s t h a t Powhatan No. 4? 

10 A. Yes. 

11 Q. On page 341 of your statement, you have 

12 a map. And the darkest shaded c o l o r i s 

13 i d e n t i f i e d i n the legend as MGA coal c o u n t i e s . 

14 Would those i n c l u d e the Greene and Washington 

15 Counties? 

16 A. Yes, of Pennsylvania. 

17 Q. w i t h regard to the e i g h t mines i n 

18 Greene and Washington Counties, are those a l l 

19 P i t t s b u r g h 8 seam mines? 

2 0 A. Yes. 

21 Q. Does t h a t P i t t s b u r g h 8 seam 

22 i d e n t i f i c a t i o n designate c h a r a c t e r i s t i c s of the 

23 coal i n those mines? 

24 A. What do you mean by c h a r a c t e r i s t i c s ? 

25 Q. Do those coals have common 
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1 c h a r a c t e r i s t i c s w i t h regard to heat content and 

2 s u l f u r content ? 

3 A. No. • 

4 Q. I'm t a l k i n g s p e c i f i c a l l y of the e i g h t 

5 mines t h a t we've been t a l k i n g about i n Southwest 

6 Pennsylvania? 
• 

7 A. No. 

8 Q. You discuss on page 336 r e l a t i v e l y high 

9 heat content, around 13,200 Btu and ot n e r Eastern 
• 

10 coals t h a t have a heat conf^^nt of 12,00 0 t o 
• 

11 12,500 Btu. Do these e i g h t mines i n Southwest 

12 

13 

Pennsylvania f a l l w i t h i n e i t h e r of those 

d e s i g n a t i o n s ? 
• 

14 A. Well, they have the higher Btu conter.t. 

15 

16 

Q. Thoy would a l l have the hi g h e r Btu 

content? 
• 

17 A . Yes . 

18 Q. On page 336 you f u r t h e r t a l k about 

19 s u l f u r content d i s t i n g u i s h e d between high s u l f u r • 

20 content, 4 t o 6 S02 per MMEtu, and Southwest 

21 Pennsylvania medium s u l f u r , 2.5 to 3.0 pounds S02 

22 per MMBtu. Do the Southwest Pennsylvania mines • 

23 f a l l i n t o one of those two cat e g o r i e s ? 

24 A. Yes, some of them do. 

25 Q. Some of them do? • 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. I mean they f a l l under those two 

c a t e g o r i e s . 

Q. Do a l l of them g e n e r a l l y f a l l i n t o one 

of those c a t e g o r i e s or the oth e r category? 

A. With regard t o s u l f u r content? 

Q. With regard t o s u l f u r c o ntent. 

A. Yes. 

Q. Which category do they f a l l i n t o ? 

A. Which category does each f a l l i n t o ? 

Q. Well, l e t ' s s t a r t w i t h the group. Does 

the group have a common c h a r a c t e r i s t i c of medium 

s u l f u r content? 

A. Some have high and some have -- as you 

get down toward ^he i-'est V i r g i n i a border, thp 

s u l f u r increases, the Nor t h e r n West V i r g i n i a 

border. 

Q. Ihe B a i l e y mine, would you consider 

t h a t a medium or a hi g h s u l f u r content? 

A 

Q 

A 

Q 

A 

Q 

A 

I t ' s a medium s u l f u r content mine. 

Enlo Fork? 

Medium s u l f u r . 

Emerald? 

Medium s u l f u r c o n t e n t . 

Mine Eighty-Four? 

Medium. 
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1 Q. Maple Creek? 

2 A. Medium t o low. • 

3 Q. M a t h i e s ? • 

4 A. Medium t o low. 

5 Q. You i d e n t i f i e d B l a c k s v i l l e as p o s s i b l y 

6 b e i n g i n Southwest P e n n s y l v a n i a and p o s s i b l y i n 
• 

7 West V i r g i n i a . How would you d e s c r i b e t h e s u l f u r 

8 c o n t e n t ? 

9 A. Tha t ' s a h i g h e r s u l f u r mine. 
• 

10 Q. Humphrey? 

11 A. H i g h e r s u l f u r . 

12 Q. And F e d e r a l 2? 

13 A. H i g h e r s u l f u r . 
• 

14 Q. When l o o k i n g a t t h e s u l f u r c o n t e n t and 

15 t h e heat c o n t e n t , a r e th o s e c h a r a c t e r i s t i c s 

16 g e n e r a l l y s p e c i f i e d by u t i l i t i e s when t h e y • 

1 7 purchase c o a l ? 

18 A. There's u s u a l l y a heat c o n t e n t 

19 s p e c i f i c a t i o n and a s u l f u r s p e c i f i c a t i o n , y e s . • 

20 Q. And w i l l t h e u t i l i t y s p e c i f y a range 

21 w i t h i n each t h a t t h e y ' r e l o o k i n g f o r ? 

22 A. U s u a l l y , i n t h e case o f t h e hea t • 

2 3 c o n t e n t , a f l o o r , a minimum. And, i n t h e case o f 

24 t h e s u l f u r c o n t e n t , a pounds of S02 per MMBtu 

25 maximum which i s a f u n c t i o n of the s u l f u r and the 
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1 ;ieat c o ntent. 

2 Q. You i d e n t i f i e d B a i l e y and Enlo Fork, 

3 Emerald, Mine Eighty-Four, Maple Creek, and 

4 Mathies as a l l h i g h heat content and medium 

5 s u l f u r c o ntent. Would you c h a r a c t e r i z e those 

6 mines as being c o m p e t i t i v e w i t h one another i n 

7 -.he supply of coal t o e l e c t r i c u t i l i t i e s ? 

8 A. Yes. I mean some of them have hi g h e r 

9 costs than o t h e r s . But, i n terms of the q u a l i t y 

10 of the coal produced, yes. 

11 Q. Would those mines g e n e r a l l y compete 

12 w i t h the Windsor mine? 

13 A. They would have b e t t e r s u l f u r . 

14 Q. So, i f a u t i l i t y were s p e c i f y i n g a 

15 T.iedium s u l f u r c o ntent, t h a t Windsor .nay not 

16 c^ua l i f y f o r t h a t procurement, i o t h a t c o r r e c t ? 

17 A. Yes. 

18 Q. Are the Southwest Pennsy 1 v a n m i n e s 

19 hat we've been d i s c u s s i n g t h a t are hi g h heat 

20 ontent and medium s u l f u r , are they a l l r a i l 

21 erved today? 

22 MS. TAYLOR: Would i t be h e l p f u l i f you 

23 s p e c i f i e d the m.ines again. 

24 EY MR. BERCOVICI: 

25 Q. Yeah. I s B a i l e y r a i l served? 
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1 ^f-esterday. And I d i d n ' t ask him what t h e i n t e n t 

2 was, I asked him what i t c o u l d mean i n h i s . 

3 u n d e r s t a n d i n g . 
• 

4 MS. TAYLOR: Vou can g i v e y o u r 

5 u n d e r s t a n d i n g , i f you know. 

6 THE WITNESS: I t h i n k t h e 
• 

7 i n t e r p r e t a t i o n I wou l d p u t on i t i s t h a t t h i s i s 

8 a mark3t f o r B&O c o a l w h i c h he r e f e r s t o as t h e 

<? 

10 

CC3U c o a l . I r e f e r t o i t as BUG c o a l . 

BY MR. BERCOVICI: 
• 

11 C Do you know what CCBU s t a n d s f o r ? 

12 A. I can g e t t h r e e o f t h e words. I t h i n k 

1 3 i t ' s t h e Cumberland B u s i n e s s U n i t , b u t what t h e • 

14 e t h e r C i s I don't know. 

15 Q. I n t h e n e x t p a r a g r a p h , he s t a t e s 

16 CSX-CCBU o r i g i n a t e d 1.0 m i l l i o n t o n s ;;hich • 

17 d e l i v e r e d t c C o n r a i l d e s t i n a t i o n s t h a t become 

1 8 e x c l u s i v e NS. These m a r k e t s , Delmarva and EGuE , 

19 w i l l a l m o s t c e r t a i n l y be l o s t t o NS o r i g i n s Why • 

2 0 woul d t h e s e m a r k e t s be l o s t t o NS o r i g i n s ? 

2 1 MR. ROSEN: I f you know. 

22 THE WITNESS: I t h i n k what he's s ay i n g • 

2 3 h e r e , i f I can i n t e r p r e t i t , i s t h a t t h e NS 

24 d e s t i n a t i o n s w i l l o n l y be r e a c h a b l e by CSX 

23 o r i g i n a t e d c o a l by a t w o - l i n e h a u l . 
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1 So they won't be l o s t , but they w i l l 

2 have the economic disadvantage of a t w o - l i n e haul 

3 as opposed to a s i n g l e - l i n e h a u l , which does not 

4 mean t h e y ' r e l o s t . I n f a c t , t h e y ' r e a l r e a d y 

5 moving by t w o - l i n e haul to these d e s t i n a t i o n s 

6 today. 

7 BY MR. BERCOVICI: 

8 Q. Can C o n r a i l d e l i v e r Conrai1 - o r i g i n a t e d 

9 coal to these d e s t i n a t i o n s of the same q u a l i t y 

10 t h a t NS can o r i g i n a t e ? 

11 A. C o n r a i l does have s e v e r a l mines t h a t 

12 have comparable q u a l i t y to the NS, but they have 

13 a c i r c u i t o u s t r a n s p o r t a t i o n route to get t h e r e . 

14 But some of t h a t coal does gv^t d e l i v e r e d . 

15 Q. £-jt, i f the routes are comparable, i s 

16 i t f a i r to say t h a t the r a i l c a r r i e r w i l l p i i c e 

17 i n a way to p r e f e r i t s own s i n g l e - l i n e movement 

18 as c o n t r a s t e d w i t h a j o i n t - l i n e movement? 

19 A. A l l oth e r t h i n g s assumed away, yes. 

20 Q. Looking at the summary by d e s t i n a t i o n 

21 c h a r t on page 000184, do you have an 

22 understanding of the l i n e which reads jo'.nt CSX, 

23 NS access? 

24 MS. TAYLOR: What do you mean by have 

25 an understanding of? 
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• 

REDACTED 
• 

• 

9 Q. Okay. Nrw, do you rem,ember t h e two o f 

10 us b e i n g i n a m e e t i n g t o g e t h e r i n t h e L ' E n f a n t • 

11 Plaza H o t e l on December 2 0, 1996, v r i t h a l o t o f 

12 o t h e r p e o p l e ? 

13 A. Can you be m.ore s p e c i f i c why we were • 

14 t h e r e . Was t h a t a c o n f e r e n c e ? 

15 Q. C o n r a i l a t t h e t i m e and you were t r y i n g 

16 t o m.erge. And C o n r a i l asked me t o s e t up a 
• 

17 m e e t i n g w i t h t h e u t i l i t y i n d u s t r y so t h a t you and 

18 Mr. Dvv/er c o u l d make a p r e s e n t a t i o n . 

19 A. Now I remember b e i n g t h e r e . 
• 

20 Q. And do you remember some 20 o r 25 

21 u t i l i t y r e p r e s e n t a t i v e s p r e s e n t a t t h e m e e t i n g ? 

22 A. I remember a l a r g e g r o u p . 
• 

23 Q. And do you remember s a y i n g t o t h e g r o u p 
• 

24 t h a t i t was you r j o b t o char g e them t h e h i g h e s t 

25 r a t e that you could without l o s i n g t h e i r 
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1 w i t h r e g a r d t o Mr. Mu r r a y ' s t r a f f i c . 

2 Q. W e l l , I'm s o r r y i f I d i d n ' t m a k e . t h a t 

3 c l e a r , b u t I ' l l do i t now. 1 t h o u g h t you s a i d 

4 you were n o t w i l l i n g t o g i v e N o r f o l k S o u t h e r n 

5 t r a c k a g e r i g h t s i n t o t h e E a s t l a k e and A s h t a b u l a 

6 p l a n t s ? 

7 A. R i g h t . 

8 Q. And I'm j u s t a s k i n g you why y o u ' r e n o t 

9 w i l l i n g t o do t h a t ? 

10 A. Because I do n ' t want t o . 

11 MR. ROSEN: He p e r s o n a l l y as opposed t o 

12 t h e c o r p o r a t i o n ? 

13 BY MR. McBRIDE: 

14 Q. R i g h t . 

15 A. Because I d o n ' t want t-3 . 

16 Q. But why d o n ' t you want t o? 

17 A. Because I p r e f e r t o h a n d l e t r a f f i c t o a 

18 p o i n t t h a t I s e r v e i n a revenue h a u l as opposed 

19 t o o t h e r c o n v e n i e n c e s . 

2 0 Q. Suppose t h e revenues t o CSX were t h e 

21 same e i t h e r way. Would you s t i l l n o t be w i l l i n g 

22 t o p r o v i d e t h e t r a c k a g e r i g h t s ? 

23 A. T h a t ' s a q u e s t i o n t h a t I c a n ' t answer 

24 because t h a t ' s -- t h e q u e s t i o n d o e s n ' t make 

25 sense. You d o n ' t have l i n e h a u l revenues e q u a l 
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1 a f t e r b oard a p p r o v a l CSXT w i l l o f f e r s i n g l e - l i n e 

2 s e r v i c e f r o m m u l t i p l e c o a l s o u r c e s i n c l u d i n g MGA 

3 c o a l t o C e n t e r i o r . 

4 And I'm j u s t t r y i n g t o f i n d o u t p u r e l y 

5 as a f a c t u a l m a t t e r w h e t h e r y o u r c a l c u l a t i o n o f 

6 b e n e f i t s t o CSX of t h e t r a n s a c t i o n i n c l u d e d some 

7 i n c r e a s e i n c o a l f r o m t h e Monongaheia r e g i o n and 

8 r e d u c t i o n of c o a l f r o m Ohio V a l l e y i n t o t h o s e 

9 p l a n t s ? 

10 A. My r e c o l l e c t i o n i s as I t o l d you 

11 b e f o r e , we a n t i c i p a t e o f f e r i n g t o C e n t e r i o r 

12 s i n g l e - l i n e r a t e s f r o m a number of o r i g i n s o u r c e s 

13 t h a t we w i l l s e r v e a f t e r t h e a c q u i s i t i o n 

14 i n c l u d i n g Monongaheia b u t n o t l i m i t e d t o 

15 Monongaheia, a l s o l o w e r s u l f u r c o a l s o u r c e s on 

16 the f o r m e r L:-N R a i l r o a d , on t h e f o r m e r CiO 

17 R a i l r o a d , on t h e f o r m e r BUO R a i l r o a d . 

18 And I a l s o s t a t e d b e f o r e , i n answer t o 

19 y o u r q u e s t i o n s , t h a t we a n t i c i p a t e d a r e d u c t i o n 

20 i n our t r a f f i c a n a l y s i s based on c o n v e r s a t i o n s 

21 w i t h C e n t e r i o r t h a t l e d us t o b e l i e v e t h a t Ohio 

22 V a l l e y ' s c o a l m i g h t v e r y w e l l be t r u c k e d . We're 

23 aware t h a t t h e y a r e t r u c k i n g some o f t h a t c o a l 

24 t o d a y , some of t h e i r Ohio o r i g i n c o a l t o d a y i n t o 

25 C e n t e r i o r , and we were l e d t o b e l i e v e t h a t i n t h e 
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1 i m p o r t a n t i n t h e eyes o f t h e r a t e p a y e r . And I 

2 t h i n k i t i s a l o g i c a l l e a p t h a t s i n g l e - l i n g 

3 s e r v i c e i s an im.provement o v e r j o i n t - l i n e 

4 s e r v i c e . So I wo u l d answer y o u r q u e s t i o n yes. 

5 I n f a c t , c o u n s e l p o i n t s o u t t o me t h a t 

6 the p a r a g r a p h on 354 appears t o be a p r e l u d e t o a 

7 d e s c r i p t i o n o f b e n e f i t s o f b e t t e r s e r v i c e , some 

8 c f w h i c h are as o u t l i n e d on page 355, more 

9 s i n g l e - l i n e s e r v i c e , s h o r t e r , more e f f e c t i v e 

10 r c - i e s , and so on. 

11 Q. And, Mr, Sharp, t h e r e i s more 

12 s i n g l e - l i n e s e r v i c e i n s u b s t i t u t i o n f o r 

13 j o i n t - l i n e s e r v i c e ; i s t h a t n o t c o r r e c t ? 

14 A. Yes. 

15 Q. You s t a t e on page 353, i n t h e f i r s t 

16 f u i l p a r a g r a p h , you s t a t e t h i r d , c o a l p r o d u c e r s 

17 w i l l a l s o b e n e f i t by g a i n i n g access t o new 

18 custo.Ters, C o n r a i l s e r v e d Midwest and N o r t h e a s t 

19 d e s t i n a t i o n s . What c o a l p r o d u c e r s do you have 

20 r e f e r e n c e t o ? 

21 A. The r e f e r e n c e t o c o a l p r o d u c e r s who 

22 w i l l g a i n access t o new d e s t i n a t i o n s w o u l d be a 

23 r e f e r e n c e t o c o a l p r o d u c e r s s e r v e d by CSX i n t h e 

24 p r e a c q u i s i t i o n s t a g e . 

25 Q. And why w i l l t h e y g a i n access t o new 
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1 c u s t o m e r s ? 

2 A. Because t h e y c o u l d s u b s t a n t i a l l y . n o t 

3 access t h o s e C o n r a i l s e r v e d Midwest and N o r t h e a s t 

d e s t i n a t i o n s because o f j o i n t - l i n e p r i c i n g 4 

t i n g t h o s e c u s t o m e r s o u t o f t h e i r r e a c h 5 p u t t i n g 

g Q. So i t ' s i m p o r t a n t f o r a p r o d u c e r t o 

7 have s i n g l e - l i n e access t o i t s customer base i f 

8 i t s c o m p e t i t o r s have s i n g l e - l i n e access t o t h e 

9 cu s t o m e r ; i s t h a t a f a i r c o n c l u s i o n f r o m y o u r 

10 s t a t e m e n t ? 

11 A. I do n ' t know i f t h a t ' s a f a i r 

12 c o n c l u s i o n from my statement. I d i d n ' t say 

13 t h a t . I s a i d what I s a i d i n my s t a t e m e n t . 

14 Q. What i s i t about j o i n t - l i n e p r i c i n g 

15 t h a t c o u l r i p.jt CSX s e r v e d mines c u r r e n t l y o u t o f 

16 r e a c h of C o n r a i l customers? 

17 A. The f a c t t h a t C o n r a i l s e r v e s the 

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

19 o r i g i n s and has t h e a b i l i t y and t h e p r a c t i c e o f 

20 p r i c i n g s i n g l e - l i n e movements more -- p r i c i n g 

21 s i n g l e - l i n e movements l o w e r t h a n C o n r a i i ' s 

22 p a r t i c i p a t i o n i n j o i n t - l i n e movements r e s u l t i n g 

23 i n a lower s i n g l e - l i n e r a t e f o r the most p a r t 

24 than i s a p p l i c a b l e on a j o i n t - l i n e move f o r 

25 s i m i l a r d i s t a n c e s . 

ALDERSON REPORTING COMPANY, CsC. 
(2021289 2260 (8001 FOR DEPO 

1111 M t h ST,, N W,, 4th FLCOR / WASHINGTON, D,C,, 20005 



• 

171 

1 Q, So i n essence C o n r a i l w i l l p r e f e r i n 

2 t e rms o f i t s r a t e p o l i c i e s r o u t e s where i t . c a n • 

3 p r o v i d e s i n g l e - l i n e s e r v i c e o v e r p r o v i d i n g 

4 j o i n t - l i n e s e r v i c e ; i s t h a t a f a i r summary o f 

5 what you s a i d ? • 

6 A . T h a t ' s a f a i r summary o f my 

7 i m p r e s s i o n . As f a r as what t h e y a c t u a l l y d o . 

8 y o u ' l l have t o ask C o n r a i l . • 

9 Q. Do you have any e x p e r i e n c e w i t h 

10 C o n r a i l ? 

11 A. L o t s. • 

• 
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Q. Would t h a t be h a n d l e d i n a j o i n t - l i n e 

2 movenent w i t h N S ? 

3 A. T h a t ' s one way t h a t i t c o u l d be 

4 o r i g i n a t e d o r t h a t ' s one way t h a t t h a t t y p e o f 

5 movemeit c o u l d t a k e p l a c e . 

6 Q. I s t h e r e a n o t h e r way t h a t t h a t t y p e o f 

7 movement c o u l d t a k e p l a c e ? 

8 A. I t ' s c o n c e i v a b l e t h a t a s w i t c h i n g 

9 a r r a n g e m e - t l i g h t be n e g o t i a t e d . We w i l l 

10 c e r t a i n l y ask about a s w i t c h i n g arrangement t o be 

11 a b l e t o g e t Mine 84 c o a l a c c e s s i b l e t o CSX. 

12 Q. Have you had such c o n v e r s a t i o n s w i t h 

13 N o r f o l k S o u t h e r n ? 

14 A. No, we hav e n ' t y e t . 

15 Q. I s t h a t on your agenda, t o have such 

16 d i s c u s s i o n s ? 

17 A. Y e s , i t i s . 

18 Q. Do you have a t i m e frame f o r t h o s e 

1 " d i s c u s s i o n s ? 

20 A. I have l o t s o f t h i n g s on my agenda t o 

21 d i s c u s s w i t h N o r f o l k S o u t h e r n . They're n o t i n 

2.1 any p a r t i c u l a r o r d e r . And my a b i l i t y t o have 

23 d i s c u s s i o n s w i t h N o r f o l k S o u t h e r n appear t o be 

24 f a i r l y i n f r e q u e n t . And so I c o n t i n u e t o t r y t o 

25 r a i s e a number o'; s u b j e c t s t h a t a re i m p o r t a n t t o 
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1 me . • 

2 And NS, when we have an o p p o r t u n i t y t o 

3 t a l k , c e r t a i n l y has t h e i r agenda t h a t t h e y want 

4 t o r a i s e i s s u e s o f i m p o r t a n c e t o them. And • 

5 p o t e n t i a l s w i t c h i n g c h a r g e f o r Mine 84 h a s n ' t h i t 

6 t h e t a b l e y e t . 

7 MR. BERCOVICI: O f f t h e r e c o r d , 
• 

8 p l e a s e . 

9 ( D i s c u s s i o n o f f t h e r e c o r d . ) 

10 MR. BERCOVICI: Back on t h e r e c o r d . 
• 

11 Jan. 

12 BY MR. BERCOVICI: 

13 Q. What v.:)uld be t h e n c e n t i v e f o r NS t o 
• 

14 e n t e r i n t o a s w i t c h i n g a r r a n g e m e n t t h a t would 

15 a l l o w you t o p r i c e Mine 84 c o a l c o m p e t i t i v e l y 

16 w i t h s i n g l e - l i n e P i t t s b u r g h seam c o a l t h a t you 
• 

17 can o r i g i n a t e o f f t h e MGA? 

18 A. I c a n ' t answer t h a t q u e s t i o n . 

19 MR. ROSEN: I was g o i n g t o o b j e c t t o 

20 s p e c u l a t i o n . 
• 

20 s p e c u l a t i o n . 

21 THE WITNESS: He oug h t t o be w i l l i n g t o 

22 do i t because I'm a n i c e guy. But I d o n ' t t h i n k 

23 t h a t ' s g o i n g t o work. • 

24 BY MR. BERCOVICI: 

25 Q. I f you c a n ' t n e g o t i a t e such a s w i t c h i n g 

• 
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1 p l a n t s t h a t you have r e f e r e n c e t o i n t h i s 

2 sentence? 

3 A. I t h i n k s o , y es. 

4 Q. Tocay can C o n r a i l s e r v e each o f t h o s e 

5 11 we j u s t had r e f e r e n c e t o i n s i n g l e - l i n e 

6 s e r v i c e f r o m Mine 84? 

7 A. Yes. 

8 Q. And, t h e r e f o r e , p o s t a c q u i s i t i o n CSX 

9 w i l l n o t be a b l e t o p r o v i d e s i n g l e - l i n e s e r v i - : e 

10 t o t h o s e p l a n t s f r o m Mine 84; i s t h a t c o r r e c t ? 

11 A. That's c o r r e c t . 

12 Q. On page 361 of y o u r s t a t e m e n t , you 

13 s t a t e t h a t , t o d a y C o n r a i l d i r e c t l y s e r v e s f o u r 

14 e l e c t r i c u t i l i t y p l a n t s i n t h e B u f f a l o r e g i o n , 

15 you i d e n t i f y t h e p l a n t s , and t i e n you go on t o 

16 s t a t e a f t e r t h e a c q u i s i t i o n CSXT e.rpects t o move 

17 c o a l f r o m t h e MGA c o a l f i e l d s t o a i l f o u r o f 

18 t h e s e p l a n t s i n a s i n g l e - l i n e h a u l . I s n ' t i t 

19 t r u e t h a t t o d a y C o n r a i l can move c o a l f r o m t h e 

20 ''GA f i e l d s t o t h o s e p l a n t s i n a s i n g l e - l i n e h a u l ? 

21 A. Yes. 

22 Q. So, i n terms o f t h e MGA c o a l , t h o s e 

23 p l a n t s d o n ' t r e c e i v e any s e r v i c e b e n e f i t f r o m 

24 t h i s t r a n s a c t i o n ; i s n ' t t h a t c o r r e c t ? 

25 A. Say t h a t a g a i n , p l e a s e . 
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1 Q. These p l a n t s w i l l n o t r e c e i v e a s e r v i c e 

2 b e n e f i t f r o m t h i s t r a n s a c t i o n i n terms o f tlGA 

3 c o a l ? 

4 A. I n te r m s o f MGA c o a l , t h a t ' s c o r r e c t . 

5 Q. And, i n f a c t , t h e s e p l a n t s w i l l r e c e i v e 

6 a d i s a d v a n t a g e t o t h e e x t e n t t h a t , i f t h e y want 

7 t o have Mine 84 compete w i t h t h e MGA o r i g i n s , 

8 t h e y w i l l n o t be a b l e t o r e c e i v e Mine 84 c o a l i n 

9 s i n g l e - l i n e s e r v i c e ? 

10 A. That i s c o r r e c t . 

11 ( W i t n e s s c o n f e r s w i t h c o u n s e l . ) 

12 BY MR. BERCOVICI: 

13 Q. On page 350 of y o u r s t a t e m e n t , you 

14 s t a t e i n t h e m i d d l e o f t h e page t h e p r o p o s e d 

15 a c q u i s i t i o n g i v e s C=;XT d i r e c t s h a r e d access w i t h 

16 NS t o a l l c u r r e n t and f u t u r e f a c i l i t i e s l o c a t e d 

17 on or accessed f r o m t n e form.er Monongaheia 

18 r a i l r o a d l i n e s . To what p r o p e r t i e s do you have 

19 r e f e r e n c e when you t a l k a b out f u t u r e f a c i l i t i e s ? 

20 A. I'm t a l k i n g about f u t u r e f a c i l i t i e s 

21 t h a t m i g h t be b u i l t on t h e s o - c a l l e d MGA l i n e s o r 

22 o r i g i n s t h a t m i g h t come i n t o b e i n g and be s e r v e d 

23 by a new r a i l s p ur t h a t w o u l d c o n n e c t t o t h e MGA 

24 l i n e s . 
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1 p o s s i b i l i t y and t h a t language has been p u t i n t h e • 

2 agreement t o c o v e r such a p o s s i b i l i t y . 

3 Q. Are vou aware o f whe t h e r o r n o t t h e r e 

4 i s any f u r t h e r agreem.ent w i t h r e g a r d t o w h e t h e r . • 

5 i f r a i l s e r v i c e i s e x t e n d e d t o B e r k s h i r e , t h a t 

6 t h a t w ould be done o f f t h e MGA? 

7 «. Y o u ' l l have t o h e l p me w i t h t h a t 
• 

8 que s t i o n . 

9 Q. Let me t r y and r e p h r a s e i t . You s a i d 

10 

11 

t h e r e had been d i s c u s s i o n s w i t h r e g a r d t o 

e x t e n s i o n t o I t a k e i t B e r k s h i r e i s one of t h e 
• 

12 p r o p e r t i e s you m e n t i o n e d . Are you aware o f 

13 

14 

w h e t h e r or n o t i t ' s gone beyond t h e d i s c u s s i o n 

s t a g e i n t o t h e agreement stage? 
• 

15 A. No . 

16 Q. You're n o t aware of whe t h e r o r n o t 

17 t h e r e has been one way or t h e o t h e r ? • 

18 A. As I s t a t e d b e f o r e , language ^^s been 

19 p u t i n t h e d e f i n i t i v e agreement between us and 

20 NS, i n t h e a c q u i s i t i o n agreement, t h a t • 

21 c o n t e m p l a t e s t h e p o s s i b i l i t y o f a new mine 

22 i n c l u d i n g b u t n o t l i m i t e d t o B e r k s h i r e b e i n g 

23 s e r v e d . I am n o t aware o f any f u r t h e r a n c e of • 

24 d i s c u s s i o n s beyond t h e d i s c u s s i o n s t h a t l e d t o 

25 t h a t l a n g u a g e . 
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REDACTED 

;î 9 I'tr, s o r r y , I d i d not b r i n g e x t r a copies 

20 Df t h i s , but l e t me read you an answer out of an 

21 i n t e r r o g a t o r y t h a t was posed by Chemical 

22 .Manufacturers A s s o c i a t i o n and CSX's response. 

23 I n t e r r o g a t o r y No. 5 s t a t e s , f o r e=ch 

24 shared access area i d e n t i f i e d i n the a p p l i c a t i o n 

25 -as w e l l as the former Monongaheia R a i l r o a d , and 

ALDERSON REPORTING COMPANY, INC. 
(2021289 2260 (8001 FOR DEPO 
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• 1 E a s t e r n Seaboard area g e n e r a l l y . 

2 Q . Have you examined t h e N o r f o l k S o u t h e r n 

3 r o u t e s t r u c t u r e - -

• 4 A. No . 

5 Q. -- t h a t would s e r v e t h o s e p l a n t s ? 

6 A. No. I do n ' t know what you mean by 

• 
7 s t u d i e d i t . I'm g e n e r a l l y f a m i l i a r w i t h N o r f o l k 

8 S o u t h e r n 's r o u t e s t r u c t u r e . 

9 Q. Have you e v a l u a t e d t h e e f f i c i e n c y o f 

• 
10 the h a u l t o t h o s e p l a n t s t h a t you j u s t d e s c r i b e d 

• 
11 from Min L 84 as compared w i t h t h e r o u t e 

12 e f f i c i e n cy f r o m o t h e r mines t h a t may s e l l 

• 
13 

14 

compet i t 

A. 

i v e c o a l ? 

I have not s t u d i e d t h e o p p o r t u n i t i e s . 

15 r o u t e s t r u c t u r e , d i s t a n c e s , o r made any s o e c i f i c 

16 e v a l u a t i on w i t h r e g a r d t o E i g h t y - F o u r M i n i n g ' s 

• 17 access t o NS p l a n t s . 

18 Q. You s t a t e d t h a t you c o u l d n ' t e v a l u a t e 

19 whether t h e n e t e f f e c t w o u i d be b e n e f i c i a l o r 

• 20 l o t ; i s t h a t a f a i r c h a r a c t e r i z a t i o n o f y o u r 

21 t e s t imony ? 

22 A. C o r r e c t . 

• 23 Q. On t h e d e t r i m e n t s i d e , i s t h e r e n o t t h e 

24 d i s t i n c t p o t e n t i a l t h a t Mine 84 c o u l d l o s e 

25 e f f e c t i v e access t o c u r r e n t '"onr a i 1 - se r v e d 

• 
ALDERSON REPORTCSG COMPANT, INC. 
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1 c u s t o m e r s t o w h i c h CSX w i l l g a i n e x c l u s i v e access • 

2 as a r e s u l t o f t h i s t r a n s a c t i o n . ' 

3 A. That i s c e r t a i n l y a p o t e n t i a l . 

4 MR. BERCOVICI: Thank you. I 
• 

5 a p p r e c i a t e y o u r t i m e and y o u r car.dor. 

6 ( D i s c u s s i o n o f f t h e r e c o r d . ) 

7 EXAMINATION BY COUNSEL FOR THE BURLINGTON 
• 

8 NORTHERN AND SANTA FE RAILWAY COMPANY 

9 BY MR. STEEL: 

10 

11 

Q, Mr. Sharp, my name i s A d r i a n S t e e l , and 

I r e p r e s e n t The B u r l i n g t o n N o r t h e r n and Santa Fe 
• 

12 R a i l w a y Company, and I have j u s t a s h o r t s e t of 

13 

14 

q u e s t i o n s 

a n a l y s i s . 

c o n c e r n i n g y o u r t r a f f i c d i v e r s i o n 
• 

15 As I u n d e r s t a n d from, Mr. Rosen's 

16 t e s t i m o n y l a s t week and f r o m y o u r s t a t e m e n t , two 

17 d i f f e r e n t c o a l , coke, and i r o n o r e s t u d i e s ; were • 

18 c o n d u c t e d ; i s t h a t c o r r e c t ? 

19 A. By CSX do you mean? 

20 Q. By CSX or on b e h a l f of CSX. • 

21 A. My t e s t i m o n y c o n t a i n s o n l y one s t u d y . 

22 And p a r t s t h a t l e d up t o t h a t may be c o n s i d e r e d 

23 two. But we g o t i n f o r m a t i o n f r o m s o u r c e s , we • 

24 a n a l y z e d t h a t i n f o r m a t i o n , and p r o d u c e d one 

25 d i v e r s i o n s t u d v i s a l l I'm aware o f . 

ALDERSON REPORTING COMPANY, CSC. 
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1 A. These c u s t o m e r s w i l l b e n e f i t because i n 

2 t h e p a s t t h e y have had CSX s i n g l e - l i n e s e r v i c e 

3 m e t a l l u r g i c a l c o a l f r o m o r i g i n s t o d e s t i n a t i o n s . 

4 I n t h e p a s t t h e y had j o i n t - l i n e N S / C o n r a i l 

5 d e l i v e r y . And, as a r e s u l t o f t h e t r a n s a c t i o n , 

6 t h e y w i l l have s i n g l e - l i n e CSX m e t a l l u r g i c a l c o a l 

7 o p p o r t u n i t i e s and t h e y w i l l have NS s i n g l e - l i n e 

8 d i r e c t o p p o r t u n i t i e s . And yes, I t h i n k t h e y have 

9 a g r e a t b e n e f i t f r o m t h a t as s t a t e d h e r e . 

10 Q. Back on page 356, you have a s t a t e m e n t 

11 w h i c h I t h i n k p r e v i o u s c o u n s e l may have i n q u i r e d 

12 a b o u t , s i x p l a n t s t h a t because of t h e t r a n s a c t i o n 

13 w i l l now r e c e i v e j o i n t s e r v i c e f r o m CSX and NS. 

14 Do you see t h a t s t a t e m e n t ? 

15 A. Yes. 

16 Q. W i l l t h e companies o p e r a t i n g t h o s e 

17 g e n e r a t i n g s t a t i o n s r e c e i v e t h e same k i n d s o f 

18 b e n e f i t s t h a t you r e f e r t o l a t e r i n y o u r 

19 s t a t e m e n t t h a t a r e g o i n g t o r e c e i v e m,e t a 11 u r g i c a 1 

20 c o a l ? 

21 A. The market c h a r a c t e r i s t i c s a r e 

22 d i f f e r e n t , steam c o a l v e r s u s met, t h e v a r i e t y o f 

23 producers o b v i o u s l y i s much g r e a t e r f o r steam 

24 c o a l . N e v e r t h e l e s s , t h e c u s t o m e r s who have 

25 access t c a much b r o a d e r a r r a y of c o a l p r o d u c e r s 

ALDERSON REPORTCSG COMPANY, LNC. 
(202)289 2260 (8001 FOR DEPO 
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1 and j o i n t s e r v i c e -- excuse me, s e r v i c e e i t h e r by 

2 NS and a l l t h e mines t h e y s e r v e as w e l l as,CSX 

3 and a l l t h e mines t h e y s e r v e would appear t c have 

4 an adva n t a g e . 

5 Q. Among t h e 17 f o r m e r C o n r a i l - s e r v e d 

6 u t i l i t y power p l a n t s t h a t you r e f e r t o , a r e any 

7 o f them what a r e r e f e r r e d t o as c o g e n e r a t i o n 

8 f a c i l i t i e s ? 

9 A. I would have t o see t h e l i s t . The 

10 s t a t e m e n t here i s u t i l i t y power p l a n t s . I assume 

11 t h a t t h a t ' s an a c c u r a t e r e f l e c t i o n . A g a i n I 

12 wo u l d have t o see t h e l i s t and t i c k o f f t h e names 

13 i n o r d e r t o c a t e g o r i c a l l y say one v/ay o r t h e 

14 o t h e r . 

15 Q. Do you have a work paper t h a t shows t h e 

16 l i s t or t h o s e 17 u t i l i t y power p l a n t s ? F r a n k l y I 

17 don't t h i n k we f o u n d one i n t h e work p a p e r s , 

18 am,ong t h e work p a p e r s . Or d i d you have some 

19 o t h e r source t h a t you r e f e r r e d t o ? 

20 A. We handed o u t c o p i e s t o a l l manner o f 

21 f o l k s which had b o t h a map and a l i s t i n g o f t h o s e 

22 power p l a n t s . But I d o n ' t have one w i t h me 

23 h e r e . NS has p u t o u t a s i m i l a r document. 

24 MR. WOOD: Would you r e a d t h a t back. 

25 THE REPORTER: "Answer: We handed o u t 

ALDERSON REPORTING COMPANY, INC. 
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1 what's t h e breakdown on t h a t d i s t i n c t i o n ? 

2 A. A g a i n I won't do w e l l g u e s s i n g . .But, 

3 t o g i v e you an o r d e r o f m a g n i t u d e , I w o u l d say 

4 t h a t 60 t o 70 p e r c e n t o f t h e c o a l we h a u l t o 

5 u t i l i t y c u s t o m e r s i s i n CSXT owned o r l e a s e d c a r s 

6 and 30 t o 40 p e r c e n t , t h e r e f o r e , t h e m i n o r i t y o f 

7 t o t a l c o a l we h a u l t o u t i l i t y c u s t o m e r s i s i n 

8 p r i v a t e c a r s . So we do have a good amount o f 

9 b o t h . 

10 Q. Okay. I w o u l d now l i k e t o t u r n , i f we 

11 c o u l d p l e a s e , more s p e c i f i c a l l y t o C e n t e r i o r . 

12 You t e s t i f i e d a s h o r t t i m e ago i n s p e a k i n g w i t h 

13 Mr. M u l l i n s t h a t , as a g e n e r a l m a t t e r , j o i n t 

14 s e r v i c e w i l l exceed i n b o t h r a t e l e v e l and 

15 s e r v i c e d i f f i c u l t i e s s i n g l e - l i n e s e r v i c e . 

16 Perhaps I haven't s t a t e d t h a t v e r y c l e a r l y . 

17 There w i l l be g e n e r a l l y r a t e and 

18 s e r v i c e d i s a d v a n t a g e s t h a t accompany j o i n t - l i n e 

19 s e r v i c e r e l a t i v e t o s i n g l e - l i n e s e r v i c e ; i s t h a t 

20 a c o r r e c t s t a t e m e n t ? 

21 \. Yes, t h a t i s my u n d e r s t a n d i n g , y e s . 

22 Q- Are you aware o f any r e a s o n why t h a t 

23 g e n e r a l p r i n c i p l e w ould n o t a p p l y w i t h r e s p e c t t o 

24 t h e movement of c o a l f r o m Ohio V a l l e y Coal 

25 Cor.pany's Powhatan No. 6 mine t o C e n t e r i o r ' s 
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B U S I N ESS UNIT 
CSX Transportation 

SCOTTCAUGER 

February 8, 1994 

Ms. Monica R. Clark 
Niagara Mchawk Power Corporation 
SOc'Erie Boulevard West 
Syracuse, NY 13202 

Dear Ms. Clark: 

En-losed is CS.XT's proposal for transportation of coal to either 
Dunkirk or Huntley. The f i r s t group of rates are f o r <^oal to 
Co>neauc and include C3XT and the BLE's portion plus aump. The 
rate Jrom the SP at Chicago doesn't include the i r portion. 

The second group ot rates is for m.ovement to CSXT's interchange at 
youngstown for a r a i l direct move. These rates don't include CR s 
requirement. 

The t h i r d group are rates .to Toledo which also include dump. 

CSXT takes several exceotions to the model contract which have been 
noted. I f you require sny further information cr c l a r i f i c a t i o n , 
please c a l l ms at 301-759-2168. 

Sincerely, 

John R. Couch 
Market Manager 

Enclosure 

CC: H. w. Foster, Jr. 
H. E. Connors 
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./11/94 NIMO BID SOLICtTATION 

THROUGH 
RATES TO CONNEAirr*' RATE INTERCHANGE 

MOUNTAIN $12.25 BESSEMER 
GRArrON $11.36 BESSEMER 
GAULEY N. $12.51 BESSEMER 
CAULEYS $13.76 BESSEMER 
ELK RIVER S $13.85 BESSEXIER 
rZDERAL U2 * 58.48 BESSEMER 
BAILEY • 58.25 BESSEMER 
BLACKSVILLE #2 * $8.35 BESSEMER 
CHGO FROM SP* $14.50 SHENANGO 

-
PROPORTIONAL 

RATES TO YOUNGSTOWN RATE 

MOUNTAIN $8.23 
GRAFTON $6.66 
GAULEY N. $8.10 
GAULEY S $9.94 

X RIVERS $11.89 
.ANAWHA $10.04 

CUNCHFIELD $10.90 
BIG SANDY $10.38 
:;LKHORN $10.66 
HARLAN $12.21 
HAZARD $11.87 
JELLICO-MIDDLESBORO $11.35 

RATES TO TOLEDO*' 75 CARS 90 CARS 
KANAWHA $12.70 $12.60 
BIG SANDY $12.70 $12.60 
EK1 $13.00 $12.90 
EKl l /CVl $13.25 $13.15 
evil $13.35 S13.25 
CHICAGO TO TOLEDO* $7.60 $7.50 

CONDITIONS 
* RATES ARE FOR 75 CAR TRAINS ' 

* 95% PER CAR MINIMUM LADING 
* 1 YEAR DEAL 
* MINIMUM 500,000 TONS 
* NOT CANCELLABLE AFTER SIGNING 
* SCHEDULES DONE MONTHLY 
* LOADING AND UNLOADING PER CSXT 8200 
* ALL RATES ARE STRICTLY CONFIDENTIAL 
* 4 HOUR LOADS RECEIVE $.10 DISCOUNT 
* TOLEDO RATES INCLUDE WEIGHING 
* TOLEDO RATES INCLUDE DUMP AT #4 MACHINE 

• 105 CAR TRAINS 
INCLUDES DUMP 



Eleelrie Supply t DtUctry 
Mic-si'̂ '/'CMtA.. • cvvE,; co«pofl*r.o\ • 300 ea.£SOUUVAHO V6ST.SYRACUSE.N.* lacz*TEL(i-.Sj «74-isv 

March 7, 1994 

Mr. John Ccuch 
Maricet Manager 
CSX Transportation 
Cumberland Coal Business Unit 
722 Virginia Avenue 
Cumberiand, MD 21502-^595 

Re: OFFF.R TO TRANSPORT COAL FOR M4|C<^RA MOHAWK 

Dear Mr. Couch 

Thank you for presenting us with your offer to provide transportation services to Niagara 
Mohawk Power Coqwration ("Niagira Mohawk") through March 31. 1995. 

An analj-sis of various transportation offers and altentatives has been conducted. As a result of 
this analysis, we at Niagara Mohawk hereby inform you that CSXTs offer, as submhted by your 
letter dated February 8, 1994, to provide transporution services to Niagara Mohawk has been 
acc-;pted 

We at Niagara KIchawk look forward to a very successful and rewarding business rdationsliip 
with everyone in your Cumbe.'iand Coal Business Unit Thank you again and congratulations 

Sincerely, 

— i — ^ — 

David E, Underwood 
Dir tctor - Fuel Supply 



A'JG-ie-97 HON 03: K PI NHrC IM DEFT. FAX NO. 131542S6407 P. 3B 

CUMBERLAND 

March 17, 1994 

Mr. Jair.es Bonnie 
Directior of Fuel Procurement 
Niagara Mohawk Power Company 
3 00 Erie Boulevard West 
Syracuse, tVi 13202 

Dear Jitn: 

AS of this moment, we are unable ^ confirm with certainty that on 
or ^ o u t ^ p r i l i , 1994 we w i i , be i n a P^^^^^^J^ '9?? 
perforrr.ance or. the proposal s-ai3mitte<J t:o you February 8, -9 94. 

Our i n a b i l i t y to perfonn i s based on our not being able to resolve 
a dispute wiih our connections i n the time frame you requested. 

I f i t is necessary for you to mak.̂  other airangements to ensure 
orderly f'-el supply for your st.^tions, we certainly understand. 

Sincerely yours, 

H. Wa>T*e*̂ Foster 
Director Sales s Marketing 

CC: J. R. Couch 
L. Mayloff 

;.*<.H')-(;s\-C;o\L 
722 Sirj^inia .•\\en».itf • CiimbcrUnd. MD • 21W2-4.S95 
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W c h 18, 1996 
Ouabsxlaisi. ltd 

Mr. J*a«s Bonni* 
0'rector of Fiwl Pco<mr«aent 
Siacura Kolwwk ><»w»r Co. 
300 Brie Boulevard West . ' . 
SyrMuae. fcw York 13202 

Scar JUi: 

•Hit* l « t t - r ! • • follow «» to -jr lotter to you o£ itorch 17. 199> 
£ o t i i 2 l J R t 4 « . t S t w. wold b. ^ ' J * ^ ' * 
^ B r o I S v l l l . ^ < F o r « r BiLE).0««l«r-GSII.Be«e»Br.BSaZ. 

t r a f f i c orlelnatoa on the MonoojrtiolA 'iMiXWf ^Bh«/ •*» •** r* 
Involving tiie MGA «ro withdrawn. 

W. a « oov able to TTOvido H i « g « Mohwk with the FoUowix* Offer fW» 
HQ. S l i ^ ^ ^ W ^ h f c o u c u r r S r o f a l l p ^ r t l d p a t l ^ carr ier . : 

origin: 

Sate: 

Train Size: 

$U.«9 911. »5 

iC.tXW Ion Train* 

Cae Tear. Cotiaw.neim April 1. 1994 

$11 

R/».te Adi'jal»ent: Bates fltn for one year 

Ottnr Sarvioo*: 

Kont«: 

L Million Tons 

aat , . tncludit Trensfef of Coal at Conneaut Dock 
end wei^cs -froa inbottod belt scalei at CoixBeaue 

MSA-BrowasviUo-TOX («ucceaBor to rttE) •t>casaer-
CSXZ'Bes8oa*r-B6l£ 

Bxpiradon: Thia offer expires on llarch 31. 1994 

I f TOU have . desire to pursue this uov T^cvoa^. w. w i l l do a l l 
poaalble co .ccoM>dat. your desired shipping schedule*. 

•rely. 

a. .BaynexFoster, J r . 

CC: Mr. Tia Ho^rerter, 01i-ccoi: of Marketing, flcseemer & Lake Erie 

— — — TOTfiL P R G E . 0 0 : »<« 
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" eUrlrie Curpty * Vttinry 

March 18, 1994 

Mr. H. Wayne Foster 
Director, Sales & Marketing 
Curoberlard Coal Business Unit 
CSX Tranrportatlon 
722 Virginia Avenue 
Cumberland, HD 21502-4595 

Dear Wayne: 

I an in receipt of your letter of March 17, 19S4. I t is 
unfortuncce that CSX cannot live up tc i t s agreement with Niagara 
Mohawk to -iOve ccal via MGA origin mines. 

As yoa are well aware, Niagara Mohawk's c r i t i c a l inventory 
situation -.-equires that we start moving coal on or about April 1, 
1994 to meet our generation station needs which w i l l be c r i t i c a l l y 
low by that tine. Further, the contract year i s fron April 1, 
1994, through March 31, 1995. Equally iinportant, a l l supply and 
transportation offers received by us expire today. 

This i s the situation as Niagara Mohawk sees i t . On March 7th 
Niagara Mohawk accepted CSX's offer including a l l contract 
exceptions. A written nccic? of contract award and acceptance was 
faxed and nailed to C3X tiiat san*-. day. On March lOth CSX was told 
by Janes H. Bonnie that the Company had to have assurances of 
oerforaance bv Monday March 14, 1994, so wfi could finalize supply 
knd other transportation agreements with our suppliers ana other 
transportation vendors. CSX failed to provide the assurances 
requested by that deadline. On March 15th Lawrence I . Malolf 
advised CSX that Niagara Mohawk would have to know CSX's intentions 
whether to honor our agreement no later than March 16th. On March 
16th you advised Niagara Mohawk in a conference c a l l with Vice 
President Thomas K. Baron that we should have an answer shortly 
after noon since i t was believed your connection would be 
contacting you at noon. No assurances wera received by csX by the 
end of March 16th and, in fact, no assurances could be provided to 
Niagara Mohawk even by the close of business Marcrh 17th. 

In light of the above, i t i s clear to Niagara Mohawk that CSX 
is not capable of f u l f i l l i n g i t s agreement nor was CSX ever able to 
give due performance under the offer i t submitted on February 8th 
Moreover, i t would be unreasonable to expect Niagara Mohawk to wait 
until the Corcpany has almost run out of coal and a i l supply otters 
expire when a solution to CSX's problem ie nowhere m sight. Such 
a course of conduct would be inconsistent with New York law 
relative to mitigation of damages. 
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Mr. H. Wayne Foster 
March 10, 1994 
Page 2 

we have '-onveyed to you throughout our discussions, i t i s 
* /, 4«^oJtant that we connence moving coal on or about April 

^^^9^4 to m̂ Jet o i r ^ o ^ l ne at the Dunkirk and Huntley Steam 
J;;,tio^s I t i s Niagara Mohawk's intention to make alternate 
f^ranaem^nts to meet these c r i t i c a l needs. Hopefully, these 
J;?irna?iJe arrangements w i l l be as economically advantageous as 
?ie f??eSJnt w"th CSX. I f not ... w.ll, we w i l l cross that bridge 
when we cone to i t . 

Yours truly. 

David E. Underwood 
Director, Fuei Supply 

0 

cc; James H. Bonnie 
A. Scott Cauger, Esq, 
Lawrence I . Maloff 
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a 3/25/94 

tO: lawronce Haloff 

'̂ ÔK: John Ooucb 

2_ pages incl\jdliv« cover sheet 

roll«v4ns are ceo v£f«rss 

1} An oascxidiaaat to oui o£fex t»oBi TOUT bid eoli-ciwrioa 

2) Ao uasclidted naw-ofiex 

l v . . . . . r.:,mbcr!and. M U 21502^5V5 
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C U M fi I P L A N D 

March 25, 199* 

Mr. Lawrence i . MaloSf 
5i;gsira Mohawk Power Conpaoy 
303 Brie Boulevard Kest 
Syracust, KY 13202 

Dear Lewreaeei , arlff 

.„ ^ " provl* ""^""^ °"" 
Iron MSA Origins! 

Tariff Rate. . 5 

Refunds: ^ ^ 

SunilrS '̂'̂  ^ rMHAil, Is aot needed. 
HC Bold the concurrence of the BM. concurrence Sx^ CWKAH. 
TxelnSi .* , 10.000 To» T « i « 

One rear. Ccwneneing ^ ^ l l 1. !•»»« 
Hate AdJustMiic. X*tes firm Cor eaae year 

ax^araclon: THi. Cffe* expire, oa M«xh 31. X95* 

722 Virginia Avenue • Combcflard. MD • 21502^595 

mm TOTfiL PftGE.C03 ** 
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C U */ B e R I A t'J D 

• 

1 CSX TtaBSpertauen | 

a 
• 

March 25, 1994 

• 

Mr. I<awrei3ce X. Maloff 
niagara Mohe-wk Powsr Conpany 
300 Brie Boulevard West 
Syracuse. NY 13202 

• Dear Larry: • 

OONRJUL has inforaed us that they didn't adopt ?If-*^57-N « id that 
STttonongaliela Railway Company no l '»9«r "cists . C ^ B ^ has 
informed us that the t a r i f f i s not applicable from MGA origins. 

Given the above, we wust withdnw our offers dated 3/25/94. « 
cirdeteSudsTcoNRAlL's interpretation ia incorrect and get Uieox 
Incurrence; ve w i l l resutomit o*ir offer. This confi^ua oy 
telephone conversation with your off ice today. 

• 

Jein R. Couch 
Market Manager 

• 

• 
• 

• 

• 

I -80 (K:SX-COAL 
722 Virginia Avenue • Curobcdand, MD • ajSOa^SW • 

*« TOTftL PftSE.BBJ «« 

• 
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CUMBERLAND 

j CSX Trantpotwion | 

March 30, 1994 

Mr. James H. Bonnie 
Director of Fuel Procurement 
Niagara Mohawk Power Company 
3C0 Erie Boulevard West 
Syracuse, NY 13202 

Dear Jix: 

CSXT looks fcr.-ard Vo working -^j^^ V-^-^ y-f,^^^^^^ S 
'uture We smcere-y hope tnat our pr^viuuB w MJ.rra^^ 
correspondence h.v^ not hurt CSXT's relationship witb Niagara 
Mohawk. 

we worked very hard, et a l l levels i n our organization, to Provide 
wLaara wlSwk with cotrpetitive transportation options^ 
Spell^icall? Ray Sharp, John Couch and 1 t r i e d every avenue 
possible to give Niagara Mchawk compecit.ive rates. 

we plan to continue to compete for your 5=,̂ «̂J;f%̂« ^ " f ^ 
for any inconvenience that may have resulted from our ef f o r t s i n 
ycur post recent s o l i c i t a t i o n . 

Sincerely. yl ^ 

J 
H. Wayne Foster, Jr. 
Director Sales & Marketing 

CC: R. L. Sharp 
J. R. Couch 

i-s(i(i.( s.\-(:o\!. 
722 Virginia .Avenue • Cumberland. .\1D • 2l.S02-*59S 
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March 30, 1994 

Mr. i^awrence I . Mayloff 
Niagara Mohawk Power Cotnpany 
300 Erie Boulevard West 
Syracuse, NV 132 02 

Dear Lawrence: 

CSXT looks forward to working with you and V̂ .̂-̂ ,,';°'̂ P̂ ĵj:̂ "̂ H i 
X,»-M.-o. We einre>-p"i.Y •̂ope Chat o i r p.reviOUS o*.ferE and 
correspondence V ^ ^ t n . l hurt CSXT's relationship wich Niagara 
Mohawk. 

we worked very hard, at a i l levels i n our organization, to Pfo^-'j-J^ 
Kiaatra MoSawk with competitive transportation options^ 
SpeltJfcallJ Ray Sharp, Joh^ Couch and. I explored every avenue 
possible tc give Niagara Mohawk competitive rates. 

we plan to continue to compete for your business and we apologire 
for any inconvenience that may have resulted from our efforts m 
your caost recent s o l i c i t a t i o n . 

/ Sincerely, 

0 ' 
H. Wayne Pester, Jr. 
Director Saies & Mdrketir.g 

cc: R. L. Sharp 
J . R. Couch 

sx-(':OAl. 
722 V.r-;nu' Aicnuc • CiimbdUnd. MD • 21502-459.S 
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EXHICIT 1 

[REDACTED] 



EXHIBIT 2 

I REDACTED| 



EXHIBIT 3 

I REDACTED] 



EXHIBIT 4 



CSX/KS-61 
BEFORE THE 

SURFACE TRANSPORTATION BOARD 

CSX CORPORATION AND CSX TRANSPORTATION, INC. 
NORFOLK. SOUTHTON CORPORATION AND 
NORFOU: SOUTHERN RAILWAY COMPANY 

-CONTROL AND OPERATING LEASES/AGREEMENTS-
CONRAE, INC. AND CONSOLIDATED RAIL CORPORATION 

STB FINANCE DOCKET NO. 33388 

APPUCANTS' RESPONSES TO 
FIRST SLT OF INTERROGATORIES AND REQUESTS FOR 

PRODUCTION OF DOCU^^ENTS OF 
EPJE-NL\GAJIA RAIL STEERING COMMITTEE 

TO APPUCANTS (ENRS-2) 

Applicantsi' hereby respond to the first set of diicov^ry requests to Applicants 

served by Eric-Niagara Rail Steering Committee ("ENRS' or •Rcqucitcr'). 

nilNERAL RESPONSES 

The foUowing genera! responses arc made witb re^Kct to all of the requests 

and iniexro£aU}rics. 

1' "Applicants' refers collectively to CSX O)rporation and CSX Transportation 
(collectivdy "CSX"), Norfolk Southem Corporation and Norfolk Southem Railway Compaoy 
(collectively 'NS'), and Consolidated Rail Cioiporailoa and Conrail Inc. (collectively 
"Comail). 



C Open station OD another canrier(s) than CRN (if ia the CRN coliunn) or on 

another canier(s) than CRC Of in tb« CRC column); 

O Open to CRN Of in the CRN column) or to CRC (if in the CRC colunm) and 
to other carriers; 

U Unknown; not on CRN network (if in the CRN column) or not on CRC (if in 
tbe CRC column). 

Tbe above codes for each Conrail station arc set forth in tbe "CRC and "CRN" 

columns under headings tcprcscating the following fadlity codes: 

F General Freight 
T Intcnnodal 
L Auto Loading 
U Auto Unloading 
R Rebills 

Tnf<*fmiyatorv No. 10: State what criteria weie used by the Applicants in determining 
that the Monongaheia Agreemem Area should be served by both CSX and NS. 

10. Withait waiving any objection, and subject to the General Objections stated 

above. Applicants rtspood as follows: 

CSX a:id NS did not apply any specific criteria in determining that the Monongaheia 

Agreement Area should be served by both CSX and NS. The determination that the 

Monongaheia Agreement Area should be served by both CSX uid NS was the culmination of 

an arms length bargaining process over the division of Ck>nrail assets «n4 was only one 

aspect of the n^tiation of a complex plan to divide a major rail system consisting of 

thousands of miks of tntck and hundreds of rail facilitiex. 

Tntmoyatory No. 11: Identify and describe all documents which relate to or were 
used in the determination of the Monongaheia Agreement Area. 

11. Without waiving any objection, and subject to the General Objectioos stated 

above, Applicants lespood as follows: 



EXHIBITS 

I REDACTED] 



EXHIBIT 6 



REDACTED -- To Be Filed in Public File 
CR-40 

Before The 
SURFACE TRANSPORTATION BOARD 

Finance Docket No, 32760 

UNION PACmC C "ORPORATION, UNION PACIHC RAILROAD 
COMPANY AND MISSOURI PACff^C RAILROAD COMPANY 

- CONTROL AND MERGER 

SOUTHERN PACmC RATL CORJ'ORATION. SOLTHERN PACIFIC 
TR.\NSP0RTAT10N COMPANT, ST LOUIS SOUTHWESTERN 

RAILWAY COMPANT, SPCSL CORP., ANT) THE DENVER 
AND RIO GRANDE WESTERN .vAILROAD CONJPANY 

BRIEF FOR CONSOLIDATED RAIL CORPORATION 

Bnjce B Wilson 
Constance L .Abrams 
Jonathan M Broder 
Aane E Treadway 
CONSOLIDATED RAIL CORPORATION 
2001 Market Street 
Philadelphia, PA 19101 
(215) 209-2000 

Daniel K. Mayers 
William J. Kolasky, Jr. 
A Stephen Hut, Jr. 
WTLMER, CUTLER & PICKERING 
2445 M Street, N.W. 
Washington, D.C. 20037 
(202) 663-6000 

Counsel for Consolidated Rail Corporation 

June 3,1996 



McHugh, Ex. 2) . IP concludes that "the merger would eliir.inace 

the SP as a price leader."-

Applicants attempt to rebut t h i s detailed testimony 

with two c a r e f u l l y constructed, but unpersuasive, studies 

comparing UP revenues at points where i t competes with SP with 

i t s revenues where i t competes with other c a r r i e r s . (R.V.S. 

Bernheim at 13-21; R.V.S. Peterson at 90-93.) But by examining 

only UF revenues, the studies f a i l t o examine the through rate 

actually paid by shippers. UP's a b i l i t y to force an i n t e r l i n e 

partner to lower i t s price to meet SP hardly refutes SP's price 

le.idership.- By contrast, Conrail compared through r a i i rates 

for polyethylene p l a s t i c s t r a f f i c moving from origin s i n Texas ; 

coints i n Ne*- Jersey v i a Conrail. The rates are su b s t a n t i a l l y 

lower whenever SP i s a competitive option.-

In short, SP plays a unique price-constraining role -

o 

role no one claims BNSF would r e p l i c a t e . Indeed, IP notes tha--a 

I d ^ at 34; see also WSC-11, V.S. V a i n e t t i at 27-31 
("document ring] 16 instances i n which SP's aggressi\-e p r i c i n g 
p o l i c y has been very successful i n competing with UP"). 

^ I n addition, the Bernheim. study focuses solely on 
automotive t r a f f i c , and a study l i m i t e d to such t r a f f i c could not 
refute SP's price-constraining r o l e . As the testimony of SP's 
John Gray r e f l e c t s (V.S. Gray at 203), Applicants compete for 
such t r a f f i c overwhelmingly on the basis of service q u a l i t y , not 
price; and SP's share of automotive t r a f f i c i s , according to 
Applicants, "very small" less chan (V.S. Peterson at 107). 

22' The weighted average price when UP and BNSF are the 
only r a i l competitors was 30% higher than when UP and SP are 
r i v a l s and 48% higher than when a l l three c a r r i e r s compete. The 
average p r i c e where UP i s the only r a i l competitor was 51% higher 
than when UP competes with SP. (Bernheim Dep. Tr. Proposed Exh. 
1, p. CR610183.) 

11 
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EXHIBIT 8 



N O R F O L K 
S O U T H E R N 

Date: Tuesday. October 29, 1996 Tune; 06:39:01 PM Number of Pages: 6 

To: 

From: chairman, President & Chief Executive Officer 

Name: David R. Goode 
Compan)": Norfolk Southern Corporation 
Fax Number (757) 533-4884 
Voice NuEobcn 

Note: 

Norfolk Southem's Principles of Balanced Rail Competition 
follow. We are committed to these principles and seek your 
support for them. 

Dand R. Goode 



Principles of Balanced Raii Competition 

• 

Norfolk Southem's Commitment 
to NS/CR Customers • 

1. Compotition Requires Rail Systems of Comparable Size and Scope 

Railroads compete with each other, not just trucks 
Balance between railroads must not be eliminated by mergers 
Customers demand full rail route networks 
Mergers should result in balance v;ithin regions, not dominance 

• 

2. The Largest Markets Must be Served by (at least) Two Largo Railroads 
• 

Major markets require competitive service 
Rai! mergers shouid not be an excuse to control a market 
Competition at ports is especially impo.lant 
Lack of competition has disadvantaged Northeastern markets 
Routes and terminals must be adequate tc protect competition • 

3. Owned Routes are Essential to Competition 

Railroads need to control their major trunk-line routes 
Route ownership enables competition on safety, price and service 
Competition on major corridors, such as New York/Philadelphia - Chicago, 
should be over owned routes 
Trackage rights do work for short-distance industrial access, and as 

shortcuts between owned lines 

• 

4. Competition Depends on Effective Terminal Access w 

The rail network is anchored by terminals and yards 
Terminals are just as important to competition as routes 
Competitors must have the right to buy or build their own terminal facdities • 

6. Competition is Not Free 

Competitors must make a commitment to owning lines and terminals 
NS/CR will not subsidize its competitors 
Competitors must pay a fair portion of the overall purchase price 

• 

1 

• 

• 



STB FD 33388 10-21-97 J l 1«2«Qf t 



/ 
JACK REED 

R„0! i i Is. as:: 

COMMITTEES 

BA'.KIMG 

AND HUMAN RESOURCES 

AGING 

United States Senate 
WASHiNiGTONi DC 20j lO 3903 

•7 i\ 

LhASE RESPOND TO 
.\ASH'NGTON 

•.A . . \ . , ' O N DC 2051(^ 3903 

12021 224-4642 

HMOOC ISL . 'SO 

201 HiLLSiot R O A D 

Su.iE 200 

G A R D E N Ct'v 

CRANSION Rl 02920 5602 

14011 943 3100 

FEL'eRAL BuiLDING 

R O O M 4 1 8 

, lOViDlNCl 81025. :" 1 " 3 

(4011 528 6200 

TDD R l l - RHODf ISLAND 

1 18001 746-6655 Mr. Vernon A. Will iams 
Surtace Transportat ion Boar 
Mercury Bu i ldng 
1925 K Street, NW 
Washington, D.C. 20423-3 

Finance Docket No. 33388 

Dear Mr. ^ c r e t a r y : 

As a Senator from Rhode Island and the New England region, I write to comment on 
the Surface Transportat ion Board's (STB) ongoing review of the proposed Conrail - CSX -
Norfolk Southern railroad merger. Sy its very size and nature, the proposed Conrail 
acquisit ion wil l have ser'ous impacts on my region s economic l ivelihood, and, as such, I 
believe that I have an obligation to formally voice my concerns on this matter. I have also 
discussed my ucncerns wi th the Chai r i ien of CSX and Norfolk Southern. 

While my detailed comments or, r' :s oroposed transaction are out' ined below, my 
utmost concern remains the quality, scheduling, and ccst of freight service m the New 
England region. Since the announcement of this proposal, I have notif iea CSX, Norfolk 
Southern, and other interested parties that my sole ir terest is protectnig the 
conipet i t iveness of New England's businesses as well as Rhode Island's signif icant 
investment to improve freight rail service and develop a modern port facil ity in my state. If 
New England is not assured of comparable freight service based or these factors under an 
STB sanctioned transaction, then I will vigorously resist it, and any issue related to the 
parties, in my role as a Urr ied States Senator. 

Freight rail service is an ^ ssential component of our nation's transportat ion 
infrastructure and economy. Indeed, the state ot Rhode Is'and, in conjunction w i th the 
Federal Railroad Administrat ion, is investing over $100 million to modernize my state 's 
freight rail system and develop the former Quonset Point/Davisville Navy base as a world 
class poi t faci l i ty. The s late 's ability to capitalize on this substantial investment and 
attract major shippers to the port is contingent upon competi t ively priced freight service. 
This IS particularly true in the automobile carrier market, which is an identif ied g rowth 
sector for the port of Quonset Point/Davisvil le. 

While iny state s t.usinesses ana Quonset H'oint/bavisville are not directly served by 
Conrail, they are dependent on Conraii 's services via the Providence and Worcester 
Ra'Iroad (P&W), a short line operation which connects to Conraii 's Boston-Albany line. 
When I f irst heard of the possible sale of Conrail, I was immediately concerned that it 
could jeopardize vital freight rail service for Rhode Island companies on the Boston-Albany 
iine. A l though ihe proposed transact ion doe not eliminate servtce on the Boston-Albany 
line, I remain concerned that my state 's shippers and others in my region may face 
compet i t ive disadvantages in the future due to the potential enhancement of freight 



October 21, 1997 
Page 2 

service competition in almost every area on the East Coast, except or New England. 
Indeed, the New York/New Jersey area, which currently has only Conrail service, will now 
benefit from two Class I railroads. 

My preference is for New England to have the same form of competition betv>/een 
two Class I railroads as the New York/New Jersey area is expected to receive under the 
acquisition proposal. I am hard pressed to explain to some of my constituents why certain 
aress of the East will benefit from increased competition and lower costs, but Rhode Island 
and New England m.ay not. It is also possible that the lack of direct Class I competition in 
New England may permit higher prices in my region and subsidize lower tariffs in other 
areas of the nation. Therefore, I would urge the Surface Transportation Board to consider 
all avenues to ensure that a strong level of competition exists in New England. In 
particular, the STB should seriously consider the comments of tf ; Rhode Island 
Department of Transportation (RIDOT) regarding competitive access by a second Class I 
railroad into New England, as well as the establishment of a reasonable rate structure in 
New England to mitigate any disparities between it and newly competitive regions. In 
addition, the STB should take steps to ensure that planned infrastructure improvements to 
the Boston-Albany line continue so that New England shipptio can benefit from modern 
freight rail services such as double stack and tri-level carrier clearances. 

I also believe that the STB has an obligation to play an active supervisory role over 
the implementation of any Conrail - CSX - Norfolk Southern acquisition. Congress granted 
the STB broad a'.tiiurity to foster competition and ensure that the public continues to 
receive adequate and quality service. I would urge the STB to utilize this authority to 
create a mechanism to continuously review the impacts of this transaction and take steps 
when necessary to ensure nationally competitive rail service in terms of cost and quality 
for New England's ports and businesses. 

The outcome of your deliberations are sure to have an impact on my state and the 
federal government's significant investment in modern freight service and the port of 
Quonset Point/Davisville as well as the cost and quality of transportation services available 
in my region. You can be assured that I will continue to follow the STB's review of this 
proposal closely, and I look forward to the STB's approval of a transaction which improves 
both the quality and competition of rail service in my state and region. 

Sincerely, 

JackjReed 
Unitfed States Senator 
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I'lm Ant.l.lMllA. I'A 19102 

(215) 563-̂ 400 

I RR M IKKkV 

Goi.i.ATZ, CiRii FIN & EWING, P.C. 

A i rORNlYS AT I AW 

213 WEST M.NER STREET 
POST OFFICF BOX 796 

WES r CHESTER. PA 19381-0796 

IclcphouM<>U»W2-*>116 
Tdcci.picriMO) 692-9177 

i;-MAII,: ( i d l <KiUi: A l rMML.COM 

October 21, 1997 

HAND D£LIVEJ?y 
O f f i c e of t:he Secretary 
Case C o n t r o l Unit 
ATTN: STB Finance Docket No. 33388 
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 

Re: Finance Docket No. 33388 
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 
COMMENTS OF BETHLEHEM STEEL CORPORATION 
AND ITS SUBSIDIARY RAILROADS (BSCX-8) 

Dear S i r or Madam: 

Enclosed f o r f i l i n g m the above referenced proceeding are 
an o r i g i n a l and 2b copies of Comments of Bethlehem S t e e l 
Corporation and i t s Su'..;sidiary Railroads (BSCX-8), along w i t h a 
d i s k e t t e conta:ning uhe document i n a format (WordPertecc 6.1) 
th a t can be converted i n t o WordPerfect 7.0. 

I Ml lb. lh 
H WPDAIA IRANS BLTllLl:lli;CR-MtROt\STliU: WPD 



Office of the Secretary 
Case Control Unit 
Octooer 21, 1997 
Page 2 

Kindly time stamp the encluatid extia copy of t h i s l e t t e r to 
indicate receipt and return i t to me i n the self-addressed 
envelope provided for your convenience. 

Respectfully, 

Enclosures 

I M i l hah 
! l Wl'DATA TRANS\BETHLEHE\CR-MERGE\SIB02 WFD 



STB FINANCE DOCKEINO. 33388 

CSX CORPORATION AND CSX TRANSPORTATION, INC. 
NORFOLK SOUTHERN CORPORATION AND 
NORFOLK SOI THERN RAILWAV COMPANY 

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

BSCX-8 

COMMENTS 
OF 

BETHLEHEM S T E E L CORPORATION 
AND ITS SUBSIDIARY RAILROADS 

ENTERED 
Offiri. the Sftcrnfary 

OCT 2 • 1 
IJ .1 

Part of 
PuDiic Record 

Dated: October 21. 1997 

William P. Quinn 
Eric M. Hocky 
GOLLAIZ. GRIFFIN & EWING. P.C. 
213 West Miner Street 
P.O. Box 796 
West Chester. PA 19381 -0796 
(610)692-9116 

Attomeys for Bethlehem Steel Corporation 
and its subsidiary railroads 

II VM'I)\I \ rR\NSBnHl i:HECR-MERGE BS( \-«IXX 



BEFORE THE 
SURFACE TRANSPORTATION BO.ARD 

STB FINANCE DOCKET NO. 33388 

CSX CORPORATION AND CSX TRANSPORT.ATION, INC. 
NORFOLK SOI THERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

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

COMMENTS 
OF 

BETHLEHEM STEEL CORPORATION 
AND ITS SI BSIDIARY RAILROADS 

Bethlehem Steel Corporation and its subsidiary railroads ("Bothlehem") hereby file their 

Comments conceming the Application of CSX Corporation and CSX Transportation. Inc. 

(collectively, "CSX") and Norfolk Southem Corporation and Norfolk Southern Railway Company 

(collectively. "NS") vvith respect to the proposed control and disposition of the assets of 

Con.solidated Rail Corporation ("Conrail"). 

Bethlehem is headquartered in Bethlehem. PA. and is this country's second largest integrated 

steel producer. CurrentK. Bethlehem operates three major steel divisions - Burns Harbor. IN; 

Sparrows Point. MD: and Pennsylvania Steel l echnologies. Steelton. PA. In addition. Bethlehem 

operates stand alone coke oven facilities at Bethlehem. PA. and Lackawanna. NY. and has large 

sheet coating and galvanizing lines in Walbridge. (3H. Lackawanna. NY. and Jackson. MS. 

in 1996 Bethlehem siiipped over 8.7 million tons of steel products to customers, mainly in 

Conraii's territory. Approximately 4.6 million tons of those products were shipped by rail to 
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Bethlehem's customers and processors and between its facilities. In addition, our facilities received 

nearly 6 million tons of coal. 2 million tons of coke, over 1 million tons of ferrous scrap and 350.000 

tons of limestone. 

Most of Bethlehem's facilities are served by Conrail. Consequenth. Bethlehem is one of 

Conraii's 10 largest customers. It is also a significant customer of CSX and NS and other major 

railroads in the United States. 

Bethlehem supports the application of CSX and NS to acquire control of Conrail and to 

di\ ide its assets between them as described in the Application. This support is based on our belief 

that there is a distinct need for two competing railroads in the Northeast, each having comparable 

size, financial strength and geographical coverage. The Application appears designed to provide 

such a rail structure, and therefore should offer Bethlehem significant opportunities for improved 

transportation service, including in most cases better and more reliable transit times and more 

efficient equipment utilization. In addition to providing new rail service efficiencies for our 

facilities, the expanded availability of single line service should provide the opportunity for 

increased market penetration for Belhlehem s products. 

Bethlehem's support for the Application is premised upon consummation and 

implementation ofthe CSX and NS proposal as it is described in the Application. If any conditions 
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to approval of the Application or other changed circumstances affect Bethlehem's interests. 

Bethlehem would expect to have the right to participate in subsequent related proceedings ofthe 

Board or to proceed m such other manner as may be appropriate. 

Respectfully submitted. 

Dated: October 21. 1997 
W illiam 
Eric M. Hocky 
GOLLATZ. GRIFFIN & EWING. P C. 
213 West Miner Street 
P.O. Box 796 
West Chester, PA 19381 -0796 
(610)692-9116 

Attomeys for Bethlehem Steel Corporation 
and its subsidiarv railroads 
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CERTIFICATE OF SERVICE 

1 herebv certify thai on this date a copv of the foregoing document vvas served on the 

following by the method indicated: 

By I ederal Express delivery: 

Administrative Law Judge Jacob Leventhal 
Federal F nerg> Regulatorv Commission 
888 First Street. NE. Suite 11F 
Washington. DC 20426 

Dennis G. Lyons. Esq. 
Arnold <fc Porter 
555 12th Street. N.W. 
Washington. DC 20004-1202 

Richard A. Allen. lisq. 
Zuckert. Scoutt & Rasenberger. L.L.P. 
888 Seventeenth Street. N.W. 
Washington. DC 20006-3939 

Paul A. Cunningham, Esq. 
Harkins Cunningham 
1300 Nineteenth Street. NW. Suite 600 
Washington. DC 20036 

Samuel M. Sipe. Jr. 
Steptoe & Johnson LLP 
1330 Connecticut Avenue. N W 
Washington. DC 20036-1795 

By United States First Class Mail: 

Secretarv of Transportation 
c/o Paul Samuel Smith 
US Department of I ransportation 
400 7th Street SW. Room 4102 C-30 
Washington. DC 20590 
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US Attomey General 
c/o Michael P. Hamionis 
US Department of Justice 
3''5 7th Street. Suite 500 
Washington. DC 20530 

All Other Parties of Record 

Dated: October 21. 1997 
Eric M. Hocky 
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Goi LATZ, GRIFFIN & EWING, P.C. 
VPORNI vs AI LAW 

213 WEST MINER STREET 
POST OFFICE BOX 796 

WEST CHESTER. PA 19381-0796 

Telephone (610) 692-9116 
Telecopier 1610) 692-9! 77 
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October 21, 1997 

HAND DELIVERY 
O f f i c e of the Secretary-
Case C o n t r o l Unit 
ATTN: STB Finance Docket No 
Surface T r a n s p o r t a t i o n Boarc^ 
1925 K S t r e e t , N.W. 
Washington, DC 20423-0001 

3338 

Pan ol 

Dl I AW.\Rr COl'NTV OlFICF 
205 NOR Ml MONROI SIRHKT 

I'OSTOIT K i ; H ( ) \ I4.K) 
MI DIA. PA 19063 

(610) 565-6040 

Re: Finance Docket No. 33388 
CSX Corporation anci C3X T r a n s p o r t a t i o n , Inc. 
N o r f o l k Southern Corporation ancd 
N o r f o l k Southern Railway Compauy 
--Control aad Operating Leases/Agreements --
C o i r a i l Inc. and Consolidated R a i l Corporation 
COMMENTS OF READING BLUE MOUNTAIN & NORTHERN 
RAILROAD COMPANY (RBMN-5) 

Dear S i r or Madam: 

Enclosed f o r f i l i n g i n the above referenceci proceeding are 
an o r i g i n a l and 25 copies of Comments of Reading Blue Mountain & 
Northern R a i l r o a d Company (RBMN-5), along w i t h a d i s k e t t e 
c o n t a i n i n g the document i n a format (WordPerfect 6.1) t h a t can be 
converted i n t o WordPerfect 7.0. 

Also enclosed m a separate envelope are 26 copies of H i g h l y 
C o n f i d e n t i a l Appendices c o n t a i n i n g h i g h l y c o n f i d e n t i a l documents 

l-MIl b.ih 
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Office of the Secretary 
Case Control Unit 
October 21, 1997 
Page 2 

that are being submitted subject to the protective order entered 
i n t h i s proceeding. To the extent availaj... e uhese documents are 
contained on the diskette i n the format indicated above. 

Kindly time stamp the enclosed extra copy of t h i s l e t t e r to 
indicate receipt and return i t to me i n the self-addressed 
envelope provided for your convenience. 

Respectfully, 

Enclosures 

ERIC M. H0CKY 

l-Mll l iah 
l i W HIM IA IRANS RBMN CR-Ml ,<GK\STBO VW PD 



RBMN-5 

BEFORE FHE 
SI RFACF. fRANSPORTATlON BOARD 

S I B FINANCF DOCKliT NO. 33388 

CSX ( ORPORATION AND CSX TR.\NSPORTATION, INC. 
NORFOLK SOI THERN CORPORATION AND 
NORFOLK SOLTHERN RAILWAY COMPANV 

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

COMMENTS OF 
READING BLUE MOUNTAIN & NORTHERN 

RAILROAD COMPANY 

OCT 2 i 1997 

pT] Pan of 
LzJ Public Btcord 

William P. Quinn 
Eric M. Hocky 
GOLLATZ. CiRIFFIN & EWING. P.C. 
213 West Miner Street 
P.O. Bo.x 796 
West Chester. PA 19381 -0796 
(610)692-9116 

Dated: October 21. 1997 Attorneys for Reading Blue Mountain & Northem 
Railroad Company 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

STB FINANCE DOCKET NO. 33388 

CSX CORPORATION AND CSX TRANSPORTATION, INC. 
NORFOLK SOI THERN CORPORATION AND 
NORFOLK SOLTHERN RAILWAV COMPANY 

-CONTROL AND OPERATING LEASES/A(;REEMENTS-
CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

COMMENTS OF 
READING B L l E MOLNTAIN & NORTHERN 

RAILROAD COMPANV 

Reading Blue Mountain & Northem Railroad Company ("RBMN") files these Comments 

with respect to the proposed acquisition ofcontrol of Conrail b> CSX and NS. and the 

subsequert division of ConraiFs assets by and between, and for the benefit of CSX and NS.' 

Introduction 

I hese Cotr.ments on the proposed iransaction pro\ ide the information required by 

Decision No. 12 and the Board s regulations for major uansactions at 49 C.F.R. 1180.4(d). 

Decision No. 12 provides for the inclusion ot"requests for conditions (not requiring responsive or 

inconsistent applicatior s) and "analysis" in Comments as well as for the eventual filing of briefs. 

Therefore, these Comments include such requests and analysis supporting the position of RBMN, 

^ "Conrail"" rcfe s to Conrail. Inc. and Consolidated Pail Corporation and their uhollj' 
owned subsidiaries. " CSX" refers to CSX Ccrporation and CSX Transportation. Inc. and their 
whollv owned subsidiaries . "NS" refers to Norfolk Southem Corporation and Norfolk Southern 
Railway Compan> and their wholly owned subsidiaries. 



reserv ing full argument for the brief to be filed afier the complete tactual rccorti has been 

developed. 

I he following evidence and supporting statements accompany these Comments; 

Verified Statement of RBMN VVitnes.s: 

Andrew M. Muller. .Ir.-

Supporting Statements: 

World Resources Company 

Reading .Anthracite (."ompanv 

I.ehigh Co.il and Navigation Company 

Permsylvania .Anthracite Council 

QIT-Fer et Titane Inc. 

AEP Industries Inc. 

.Alumax Materials Management. Inc. 

Commenting Party 

RB.MN is a class III railroad operating appro.ximately 280 miles of owned rail lines in 

eight counties in northeastem Pennsylvania. A map showing its lines, and those of connecting 

' I hc verified slalemei.! of Mr. Muller includes two sets ol" appendices — one set 
immediateh following his statement vvith public documents, and a separate set of highly confidential 
documents. FliC highly confidential ("HC"") appendices have been marked and filed with the Board 
under sep:uate cover subjeci lo the protective order in this proceeding. I hey are being served on 
.Applicams' counsel who have previously supplied an executed highly confidential undciiaking. but 
on no other panics ot" record. Copies will be supplied to any partv of record upon request and upon 
deliv erv of a copy o*" a signed highlv confidential undertaking. 



carriers, is attached to the Mul'er V.S. RBMN's offices are located at 1 Railroad Avenue. Port 

Clinton. PA; telephone (610) 562-2100. 

Position of Commenting Party 

While RBMN acknow ledges that the proposed transaction may benefit the public in many 

areas ofthe northeastern and midwestem Cniied Stales, il does not believe that the region il 

ser\es vvill enjoy those same benefits. 1 hus. to extend the benefits, and to ameliorate harm that 

mav be caused b> the proposed transaction. RBMN is requesting that the Binird condition an.v 

approval of lhe proposed transaction on the conditions described below. 1 he conditions are 

consistent vvilh the policy considerations of 49 U.S.C. 1 1324 and antitrust policy. 

Requested Conditions 

RBMN requests that the Board impose the following conditions on the approval ofthe 

proposed transaclion; 

(1) that the Purchase and Sale .Agreement dated August 19. 1996 (the "Purchase 

Agreement"), bi tween Conrail and RBMN for the purchase ofthe Lehigh 

Division, and the related deed, be amended so as to remove or modify the 

"penalties" imposed on RBMN for traffic interlined with carriers other than 

Conrai! which effectively preclude RBMN from handling such traffic;' and 

3 RBMN believes that, because of the way the applicants have structured this 
transaction, the penalties vvhich are imposed on Iraffic thai "Conrail'Ciranlor" can commercially 
handle, may nu longer be applicable since ConraU can no longer handle tratlic off of the Fehigh 
Div ision. Ilowevci. this is a matter of .state contract and real propertv law that is not for the Board 
to detemiine. If the Board grants the requested condiiions. the state law issues vvill become moot. 



(2) that Delaware & Hudson Railway Company. Inc. ("DFIRC") be f ermitted to 

access its existing Irackage rights from the lines of RBMN in Reading. 

Pennsylvania, subject to an agreement being reached betweet DHRC and RBMN 

to allow DHRC to operaie over RBMN's Reading Division. 

Analysis 

In broad terms, the issue arising from the posiiion of RBMN in this proceeding is 

whether, in the light ofthe unique redrawing ofthe competitive rail map in the northeastem 

United States thai will result from the proposed transaction, the relict" requested by RBMN will 

serv e the public's interest in adequate iransportation service bv extending competition lo 

northeastem Penn._> Ivania that otherwise will be faced with a rail service monopoly. Because the 

proposed transaction w ill hav c adverse eftects on RBMN and its shippers. RBMN is proposing 

I onditions that address these effects, but will not detract from the public benefits ofthe proposed 

trai.saction. 

The following criteria specified in 49 U.S.C §1! 324 vvill be relevant to the Board's 

consideration of the relief requested b\ RBMN; 

(1) fhe effect ofthe proposed transaction on the adequacv of transportation service to 
the public. 

(2) W hether the proposed transaction would have an adverse effect on competition 
among rail carriers in northeastern Pennsylvania. 

In the eyes of Applicants, a major selling point for the enormous consolidali n ofrail 

services they propose is its asserted positive effect on competition, and particularly intramodal 

competition. NS and CSX see their transaction as extending the aggressive competition ii;ey 



competition. NS and CSX see their transaction as extending the aggressive competition they 

prov ide each other in the southeastern United States into the northeast that has been lacking such 

competition since Congress statutorily created Conrail and presented il vvilh a virtual monopoly 

on rail service in the region. .Applicants spare no praise in extolling the benefits ofsuch 

competition, lo wil -

The agreement (among NS. CSX and Conrail] will result in a rail 
Iransaction that is truly unprecedented in the long hislory of 
rail'oad consolidations in terms of its benefits to shippers, the 
parties and the public. I he transaction vvill ensure that they both 
remain fullv competitive and. al the same time, w ill open up large 
and vital areas ofthe countrv to rail competition they did not 
previously hav e. 

Goode V.S., Application, vol.1 at 331. .SVf aiso Snow V.S.. Application, vol. 1 at 314 ("The 

creation of strong rail-to-rail competition in the northeast is a major public benefit.") Because 

the justification of this transaction (which is in reality two transactions) is the re-inlroduction of 

competition to an area previously subject to a Conrail monopolv. the Board should pay special 

attention to those areas w here the justification falls fiat. This includes the area served b> RBMN 

where NS will be operating all of the Conrail connecting lines and where CSX vvill have no 

direct service capabiliiv. 

Applicants suggest that the continuation of a monopoly outside of "major metropolitan 

areas" is a small price to pay when so many will enjoy enhanced c(, ripetition. However, this 

would leav e most short lines vvhich tend to .serve less densely popul;ited areas on the sidelines. 

Fhis contrasts vvilh the general policy over the pasi decade cr more of the Board and its 

predecessor the Interstate Commerce Commission, vvith the support of Congress, of encouraging 

the growth of small railroads and recognizing their role in preserving and improving rail service 



in many areas of the United States, especially areas where light density lines define the outer 

limits ofthe nation's rail network. In ihis case, the Board should be aware that, at least in 

northeastem Pennsylvania, it is entirely possible to reconcile this conflict by creating such 

competition without detracting from the enom.ous benefits Applicants will reap from the 

proposed transaction. Indeed. NS. when it was fighting CSX for a piece ofthe Conrail pie, 

extolled the creation of competition and indicated il w ould allow RBMN the access to an 

add'lional line haul carrier that RBMN is now seeking. Muller V S. at 8. 

In evaluating w hether access to an addilional line-haul carrier is justified, the Board 

should not limit itself to looking .solely to w hether the transaction will have the effect of reducing 

the number of carriers currently serv ing a region. After all. ConraiFs monopoly is not the result 

of natural consolidations, but rather vvas the defaulting result of the final system planning 

process. See Hoppe V.S., Application, vol. 1 at 341 et seq. Indeed, the primary justification of 

the proposed transaction is the creation of competition between NS and CSX where previously 

only Conrail provided service. The public interest in, and the benefits of nevv rail competition to 

all regions should be the Board's primary focus. 

Addressing the Harmful Effects of the Proposed Transaction 

As set forth more fully in the attached Verified Statement of .Andrew M. Muller. Jr.. there 

are a umber of advci^e effects that will result from an unconditioned approval ofthe proposed 

transaction. The conditions requested by RBMN are designed to address such effects as 

discussed below. 



(a) Public interest addressed by elimination of penalties 

The most direct effect is the potential loss of a movement of fly ash (with approximate 

ennual revenue of $400,000) trom Nevv England to a shipper on RBMN. Conraii can now move 

this traffic in single line service be.ween New F'ngland and RBMN; however, because ofthe way 

the Applicants propose lo divide ConraiFs assels Conraii's single line service will be lost and so 

may the traffic. 

Additionally, the transaction may have the etTect of limiting the public's competitive 

options b> expanding the penaliv provisions that Conrail required in RBMN's purchase ofthe 

Fehigh Div ision under the Purchase Agreement. These provisions essentially provide that 

RBMN must pay a penaliv if it interchanges w ith any carrier other than Conrail any traffic that 

originates, terminates or otherwise moves over the Fehigh Division and that could "commercially 

be interchanged" vvith Conrail. .Vet' deed attached lo Muller V.S. as Appendix 2. See also. 

Purchase Agreement. §10. included m Appendix HC-I. The prohibitive nature ofthe penalties is 

clear from the chart included in Appendix HC -2. Certainly, if the combined NS/Conrail is 

substituted for Conrail. the scope of what can "commercially be interchanged" could be 

substantially greater."* 

The effect.> of expansion ofthe penalties goes beyond the discouragement of new routings 

for traffic. Il serves to perpetuate the inefficient routings that C onraiFs previous monopoly 

generated. Thus, there are moves lo the Buffalo gatewav lo Canada from RBMN that could 

mov e in DIIRC serv ice directlv from Tavlor Yard (near Scranton) lo Canada, that instead are 

* At its most ridiculous interpret-ition. the provision could be read as requiring RBMN 
to pav a penalty on ev erv carload of traffic inierchanged with NS (a carrier other than Conrail) — 
RBMN's sole remaining outlet. 



currently being moved by Conrail (and that alter the transaction would be moved by NS) south 

to Allentown. then west lo I larrisburg and Pittsburgh before moving north to Ashtabula. Erie and 

Buffalo - approximately 250 miles more. .Sec supporting statement of World Resources 

Company. Other customers on RBMN also ship to and from Canada and could possibly benefit 

from a direct route over DHRC. .See statements of Pennsylvania Anthracite Council. Lehigh 

Coal and Navigation, AEP and .Alumax. 

NS is very frank in admitting that new businesses are much more likely to locate where 

competiUve rail serv ice is available. .S't-c Cox V.S., Application, vol. 2B at 349, 355; Prillaman 

V S.. Application, vol. 2B at 198. 202. Thus, by continuing to deny RBMN access to a second 

line-haul carrier when other parts ofthe nonheast are obtaining such access, the transaction puts 

the region RBMN serves at a distinct disadvantage in its ability lo attract new industries. 

Service by a second line haul carrier is consistent vv '•• 'he goal of restoring competition 

to ConraiFs region that NS has espoused, especially when it was fighting thj proposed CSX-

Conrail merger for its ow n access, and w ith the actions of NS at tip.*, lime offering RBMN access 

to DHRC if RBMN vvould support NS's counterproposal to merge with Conrail. .SW' Muller V.S. 

at 8. Unrestricted access in the RBMN region is also consistent with Applicants" historical 

justification lhal this transaction w ill recreate the competition that existed before, and should 

have been preserved by. the Final System Plan ("FSP"). See iloppe V.S.. .Application, vol. 1 at 

341 el seq. As retold by Mr. Hoppe. the FSP's preference vvas lo havj two or three carrier 

competition. Id al 348-49. 354-55. Recreation ofthe pre-Conrail competitive situation in 

RBMN"s region vvould surelv allow access to a second line haul carrier given the numbe.- of 

carriers that used to operate there. .See Muller V.S. at 6. 
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Fvlimination of the penalties as proposed by RBMN would prevent the exacerbation of the 

anticom^ eliliv e effects of the penalties placed on RBMN interchanging w ith other carriers by 

eliminating the source ofthe harm and would enable RBMN to preserve traffic that might 

jtherwise be lost. It would also give other shippers the opportunity to reap the advantages of 

single line service touted by the Applicants, and eliminate longer and more congested routes. 

(b) Public interest addressed by DHRC access at Reading 

.As part of the structuring ofthe transaction. NS has entered into an agreement with 

Canadian Pacific ("CP") that includes the right for CP's subsidiary DHRC to operate under 

trackage rights from Harrisburg lo Reading lo Philadelphia. Application, vol. 3B at 121-122. 

The effect of these rights w ill be to induce DHRC to shift traffic moving betw een Scranton and 

points north and Philadelphia and points south, frorn its current route over RBMN's Lehigh 

Division to Allentown. Reading and Philadelphia to an altemative route. Fhis shift is expected to 

cost RBMN up to $40,000 per month in trackage fees. .See Muller V.S. at 9. While this will not 

direct!) impact shippers (DHRC has overhead rights onl> that cannot be changed because ofthe 

penalties discussed above), it could impact RBMN's ability lo continue to provide the same level 

of ser\'ice to its online customers. 

One way to giv e RBMN the opportunity to try to keep the DHRC traf fic on its lines 

would be to grant DHRC access to its trackage rights at the intermediate point of Reading. 

DHRC could iherefore. subject to an agreement between RBMN and DHRC. rouie its traffic 

from Scranton over RBMN's I.ehigh Division to a conneclion vvilh the Reading Division, and 

then from Reading to Philadelphia over NS. This would also enable DHRC lo avoid use ofthe a 



major section of NS's "Penn Route"- between Harrisburg and Reading (under its new rights) or 

Allentown and Reading (under its existing rights). This line is heavily used and in many sections 

will see substantial increases in traffic. Application, vol. 3B at 459. Thus, allowing DHRC 

access al Reading will promote safety and efficiency by reducing the congestion lhal will result 

from the transaction. 

(c) Lack of effect of conditions on proposed transaction 

The condiiions that RBMN is requesting address the effects ofthe transaction described 

herein in a way that will, at worst, only minimallv impose on the Applicants. 

RBMN estimates that it will lose $400,000 of business as a result ofthe way the 

Applicants are proposing lo div ide the assets - 'f Conrail. Additionallv. while not measurable. 

RBMN will lose additiona! revenues from foregone traffic opportunities with the expansion of 

the scope ofthe contractual restrictions on RBMN's ability to interchange with caniers other 

than NS. .Although the revenue losses RBMN . un measure may be small in the context of a 

transaction that Applicants expect vvill p.- v̂  ide benefits valued at almost $1 billion, they are 

nonetheless quite serious for RBMN. 

None ofthe conditions RBMN is requesting would burden any facilities or operations of 

the Applicants, or impact on the feasibility of their proposed operations. Any interchange 

between RBMN and carriers other than NS would occur on facilities of RBMN or the other 

carrier. Allowing DHRC access to its trackage rights at Reading wouid eliminate DHRC 

' I his route is one of tw o major routes NS will operate between Chicago and northem 
New Jersey. See McClellan V.S.. .Application, vol. 1 al 530-31. 
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operations through the congested corridor between Harrisburg and Allentown. and would in fact 

benefit NS's operations. 

Conclusion 

The proposed transaction is heralded by its participants as a competitive ideal. RBMN 

has shown that this ideal is not going lo be realized in the region of northeastem Pennsylvania 

that it serves, and that there will be hami to the public, as well as lo RBMN. fhis hann is easily 

preventible with the aid ofthe Board. The proposed conditions are a reasonable means of 

ameliorating the harm that vvill not produce any noticeable change in the public benefits the 

Applicants claim. 

Respeclfullv submitted. 

Dated; October 21. 1997 

William P. Quinn 
i;ric M. Hocky / 
GOLLATZ. (JRIFFIN & EWING. P.C. 
213 West Miner Sireet 
P.O. Box 796 
West Chester I\A 19381-0796 
(610)692-9116 

Attorneys for Reading Blue Mountain & Northem 
Railroad Companv 
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CERTIFICATE OF SERVICE 

I hereby certify that on this date a copy ofthe foregoing document vvas served on the 

following hy the method indicated: 

By Federal Express delivery; 

Administrative Law Judge Jacob Leventhal 
f ederal Energy Regulatory Commission 
888 First Street. NE. Suite IIF 
Washington. DC 20426 

Dennis G. Lyons. Esq. 
Amold & Porter 
55.-" 12th Streei. N.W. 
Washington. DC 20004-1202 

Richard A. Allen. Esq. 
Zuckert. Scoutt & Ra.scnberger. F.I..P. 
888 Seventeenth Street. N.W. 
Washington. DC 20006-3939 

Paul A. Cunningham. Esq. 
Harkins Cunningham 
1300 Nineteenth Street. N W. Suite 600 
Washington. DC 20036 

Samuel M. Sipe. Jr. 
Sleploe & Johnson LLP 
1330 Connecticut Avenue. NW 
Washington. DC 20036-1795 

By United States First Class Mail; 

Secretary of Transportation 
C O Paul Samuel Smith 
L'S Departmenl of Transportation 
400 7th Sireel SW. Room 4102 C-30 
Washington, DC 20590 



US Attomey General 
c/o Michael P. Harmonis 
US Department of Justice 
325 7th Street. Suite 500 
Washington. DC 20530 

.All Other Parties of Record 

Dated; October 21. 1997 
Eric M. Hockv 



VERIFIED STATEMENT 
OF 

ANDREW M. MULLER, JR. 

My name is Andrew M. Muller. Jr. I am President of Reading Blue Mountain & Northem 

Railroad Companv ("RBMN"). My business address is 1 Railroad Boulevard, Port Clinton, PA 

19549. 

After graduating from Fiast Stroudsburg College in 1969, 1 engaged in various business 

ventures unrelated to the railroad industr\. 1 first began in the railroad business in 1983 with the 

Blue Mountain & Reading Railroad Company that I formed for the purpose of running passenger 

excursion trains and vvhich provided freight service on several lines of railroad owned by the 

Commonwealth of Pennsylvania. Blue Mountain & Reading operated under modified certificates 

until 1995. I organized RBMN in December. 1990. to explore more substantial freight opportunities. 

This statement will first describe RBMN's operations and business, and the transportaiion 

market it serves in northeastem Pennsv lvania. I will then describe how the proposed transaction will 

affect RBMN, and the manner in vvhich we are requesting that the Board condition approval ofthe 

transaction. 

Description of RBMN 

RBMN was formed to purchase approximately 141 miles of railroad from Conrail in 

Schuylkill, Berks. Northumberland, Carbon and Columbia Counties. The railroad grew in July. 

1992 with the acquisition by the related East Mahanoy & Hazelton Railroad Company ("EM&H") 



of approximately 10 miles ofrail line in Luzerne County.' In August 1992. RBMN expanded further 

through its purchase from the Schuylkill County Rail Transport Authority of 25 additional miles in 

Carbon. Luzerne and Schuylkill Counties. These rail lines currently comprise RBMN's "Reading 

Division." 

In August 1996, RBMN purchased approximately 104 more miles ofrail line from Conrail 

located in Carbon. Lackawanna. Luzeme and Wyoming Counties. These lines are known as 

RBMN's "Lehigh Division." 

A map showing the location of RBMN's lines is attached to this statement as Appendi\ 1. 

In connection with the purchase ofthe Lehigh Division. RBMN also obtained irackage rights 

from another short line carrier. C&S Railroad Corporation, which served to connect the Reading 

Division and the Lehigh Division at Packerton Junction.-

From initial carloadings of 5.900 in 1991. its first year of operation, carloadings grew to 

approximately 14.000 in 1996. Freight revenues have grown from approximately $2 million to over 

$6 million during the same period. For the first eight months of 1997. freight revenues are already 

over $4.8 million. At present. RBMN has approxi'nalely 80 employees. RBMN has been able to 

' EM<<:11 has since been merged into RBMN See STB Finance Docket No.33335 
(served January 23. 1997). 

^ The actual connection is currentlv made over incidental trackage rights granted by 
Conrail in connection vvilh the I.ehigh Division purchase. Conrail has the right lo determine 
w hat revenue traffic may mov e under tho.se trackage rights. RBMN is in the process of obtaining 
rights to nearby propertv vvhich would allow il to construct a connecting track over property 
f ormerly owned by Central Railroad of New Jersey ("CNJ") and would avoid the need for the 
Conrail trackage rights to connect th>: Divisions. 



accomplish this through eff"icienl attentive service to its customers' needs and its willingness to 

invest its own funds in facilities and cars, as well as through the purchase of additional lines. 

Markets Served by RBMN 

A. Reading Division 

RBMN serves approximately 45 cuslomers on ils Reading Division. The Reading Division 

is largely dependent on the movement of anthracite coal. Almost 100% of all the a.uhracite coal 

mined in the United States originates in the area served by the Reading Division and moves over 

RBMN. .After many v ears of lean demand, anthracite is now becoming more desirable (especially 

in certain oxport markets). All ofthe coal now moves from RBMN to Conrail al Reading for further 

handling to a varietv of customers throughout the United States and Canada, and to Baltimore for 

export. Fp until 1991. Conrail moved all ofthe export coal through ils ore pier in Philadelphia.' 

RBMN expects to handle approximatelv 8.000 carioads of anthracite coal in 1997. and more in 

succeeding years. These estimates are supported by the verified statements of the Anthracite 

Council. Lehigh Coal and Navigation, and Reading Anthracite vvhich I understand are being 

submitted together vvith RBMN's Comments. RBMN participates in the pricing, acts as a line haul 

carrier in the contracts covering -̂ oal moves and receives an agreed-upon division. 

RBMN also expects lo handle an additional 6.000 carloads of other merchandise on the 

Reading Division. .All ofthe traffic currently moves through Reading to or from Conrail. RBMN 

receives allowances from Conrail tor its portion ofthe move. 

' In the Application, the ore pier, which is located in Cireenwich Yard (the 
Philadelphia Shared Asset Area), would continue to be operated. As far as 1 know, it is not now 
used, and there are no plans to use it. for the export of anthracite coal. 



B. Lehigh Division 

The Lehigh Division connects with Conrail at its southem terminus in Lehighton. and in the 

Scranton area with Delaware & Hudson Railroad Company ("DHRC"). Luzeme & Susquehanna 

Railroad ("LS") and Delaware-Lackawanna Railroad ("DL").^ However, as described more fully 

below. RBMN's right to connect wiih carrier;, other than Conrail is severely restricted. The Lehigh 

Division is not dependent on the transportation of anthrac'te coal. Instead, this Division is expected 

to provide services lo approximately 15 shippers in 1997 handling approximately 4.000 carloads of 

miscellaneous types of merchandise. Additionally. RBMN w ill handle ov er the Lehigh Division 

approximately 2.000 carloads of ov erhead traffic moving between Conrail al its southem end and 

two short lines. LS and DL. at its northem end. for which it is paid a haulage fee by Conrail. 

As a requirement ofthe purchase ofthe Lehigh Division. Conrail r-̂ quired RBMN lo agree 

to pay a substantial penaltv for each carload of iraffic handled bv Rl^MN to/from or over the Lehigh 

Division "which could commercially be inierchanged vvith (Conrailj" but is interchanged with a 

carrier other than Conrail. .See the deed attached as Appendix 2. A copy of the related provisions 

of the purchase and sale agreement dated August 19. 1996 is included in Appendix HC-1.' The 

prohibitive nature of these penalties is shown in the chart I have prepared and placed in Appendix 

HC-2 comparing the allowances that RBMN is paid by Conrail on Iraffic and the penalties that 

would applv for handling the traffic with another carrier. 

^ NS also currently provides intermodal service in the Scranton area through a 
haulage arrangement with DHRC which brings NS trains into Taylor Yard. 

' "Appendix HC- "" refers lo the .separate appendix of highly confidential 
documents that are being filed together with RBMN's Comments. 

4 



Conrail currently quotes all of the rates for customers on the Lehigh Division and pays 

RBMN allowances depending on the commodity that is moved. In the absence of the contractual 

restrict' ns. RBMN would be in a position to offer rates directiy vvith DHRC to points in the 

southeast via DHRC's connections with CSX and in single-line serv ice with Dl IRC to New England 

and to Canadian points through either Buffalo or Montreal. Such routes northward substantially 

reduce the circuit) of movements that oiherwise currently must move over Conrail to Buffalo 

through Allentown. Reading. Harrisburg. Pittsburgh. Ashtabula and Erie, or to New England and 

Montreal through Allentown. Oak Island. Nevv York and Albany. B) my estimates, routings over 

DHRC are 250 miles shorter to Buffalo and 50 miles shorter to Aibany for service to New England 

and Montreal. I believ e the.se DHRC routes are also more efficient because they avoid substantially 

congested Conrail main lines, major reclassification yards, and on the way to Albany, the New York 

metropolitan area. 

Because of" the contractual restrictions, il is difficult lo estimate what the distribution of 

RBMN's interline trafTic vvould have been in a free market. 1 believe Conraii's competitors and 

shippers are aware of our limited ability to participate in that traffic, and therefore RBMN has 

generall) not been asked for its revenue requirements. 

C. Relationship with Conrail 

RBMN is a member of "Conrail lixpress." a program started by Conrail lo improve the 

seamless nature ^f the serv ice provided between Conrail and its short line connections. This refiecls 

the ongoing working relationship lhal we have developed vith Conrail over the past seven years. 

.As pail of this relationship. Conrail has provided many discounts vvhich enable RBMN to reduce the 

costs of ils serv ices lo cuslomers. We understand that NS will no longer be continuing the C'^niail 
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Express program and will handle its short line relationships otherwise. While we do not doubt that 

NS will be able to provide efficient line haul service to RBMN and its customers, we do not know 

how our relationship may change, and whether the changes will mean increased costs to us and to 

our customers. 

Effects of Proposed Transaction 

Although RBMN has had a good working relationship with Conrail. we subscribe to the 

position NS took in opposing the proposed merger between CSX and Conrail that there is a "need 

for rail compefition in the [Conrail] system." However, we believe that the need is not limited to 

shippers in the large metropolitan areas such as Phihtdelphia. New York and Boston, and is just as 

great in the area of Pennsylvania that RBMN serves (and that is left solely lo NS by the proposed 

transaction). There is no rational justification for glossing over the competitive needs of shippers 

outside key metropolitan areas. 

The existence of a competitive altemative line haul carrier benefits the public, of course, by 

encouraging each competitor to match the pricing and service of the other in order to maintain 

market share. Short lines such as RBMN can offer competitive alternatives lo their online customers 

only through their connecting trunk lines. In this sense, a short line stands in the same relationship 

to its line haul connections as a shipper. 

Prior lo the formation of Conrail in 1976. rail customers in the Lehigh. Wyoming and 

Susquehanna Valkw s now served by RBMN's Lehigh Division enjoyed the benefits of competitive 

rail service provided by many significant railroads, including, the Pennsylvania Railroad, Reading 

Railroad, Erie-Lackawanna Railroad, Lehigh Valley Railroad and in earlier times, the CNJ. 



Cost-cutting measures implemented by the then-fledgling Conrail resulted in many miles of 

redundant, but important, rail being torn up. This not only forced certain cu.stomers to abandon rail 

service entirely; it also created an unchallenged monopoly for Conrail that continues today. 

Not only does a competitive altemative line haul access benefit existing shippers, but it helps 

to attract new businesses to the region. In fact, NS's Vice President-Properties David Alan Cox 

indicates in his verified statement that "one ofthe key variables driving the selection of sites for new-

industries, such as factories, auto assemblv plants and sleel mini-mills, is the existence of at least two 

financially strtng railroads in the region" and that NS's experience is that "customers want two 

railroads in any region before thev vvill consider locating there." Application, Vol. 2B at 349, 355. 

Of course, the converse is also true, that it is very difficult to attract such industries where altemative 

serv ice cannot be provided. Based on the way the Applicants have carv ed up the market serv ed by 

Conrail. leaving NS as tiie sole outlet for RBMN and the . egion of Pennsylvania it serves, industries 

will be attracted to other areas other than this region of Pennsylvania. Accordingly, the economy 

of this region w ill be adversely affected by the carve-up. 

The substitution of NS as the operator for Conrail of course expands greatly the potential of 

the restrictions. (Although Ct)nrail can "commercially handle" traffic off of the Lehigh Division to 

man) points in lhe northeast and midwest, the Conrail lines that vvill become part of the NS sy.stem 

greatl) expand the potential reach of the restriction to areas of the midwest, southwest and 

southeast.) 

TTie restrictive provisions ofthe Purchase and Sale Agreement may not be unique to RBMN. 

However, the scope of this restriction seems lo go beyond what is necessary for Conrail to have 

protected existing traffic that it was handling over the line, and expands the reach to cover almost 
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all traffic that could ever have moved over the line. And this would even be more expanded through 

NS's operafion of the line. 

The ability of RBMN to interchange w ith DHRC without penalt) is generally consistent with 

the policies espoused by NS. especially when it was fighting the proposed CSX/Conrail merger. 

Indeed, seeking support for NS's position, its representafive indicated to RBMN that i f RBMN 

would support NS's altemative bid for Conrail then NS would agree to temiination of the penalty 

provisions. .See draft letter of NS's Penn.sylvania representative, included as Appendix HC-3. J, 3. 

ShortI) thereafter. NS and CSX announced their agreement to jointly acquire and carve up Conrail, 

and the proposal from NS to RBMN was never completed. 

An unrestricted interchange vvith DHRC would allow shippers on RBMN to take advantage 

of shorter, more efficient routes that w ill allow for single line serv ice and the avoidance of congested 

lines and yards of Conrail. See the supporting letter from World Resources being submitted with 

RB.MN's Comments. 

There are other harms vvhich ma) be caused by the merger. Specifically. RBMN now 

participates in a move of fly ash that originates in Vermont on the New England Central Railroad, 

and then moves in single-line service over Conrail lo Reading for delivery by RBMN to its 

destination. RB.MN expects to handle approximatel) 1,300 carloads of this traffic in 1997, 

representing almost $400,000 in freight revenues. (T he traffic is expected to increase to almost 

1.500 carloads in 1998.; However, because ofthe allocation of assets between NS and CSX. the 

Conrail single-line portion of the service will now be split between NS and CSX. We do not know 

vvhere the interchange point will be, how transit times will be affected, or how NS and CSX will 



handle the traffic; however, we expect that this rail movement will be lost if there are any adverse 

changes in pricing or handling efficiencies. 

Wilhoul the restrictive provisions, the tralfic could be handled by DHRC in single-line 

service between Nevv England Central Railroad and RBMN. As NS and CSX repeatedly confirm, 

single line serv ice is more efficient and is at an adv antage when competing w ith joint routes. With 

an unrestricted DHRC connection. RB.MN mav be able to preserve the service for its customer. 

RBMN vvill also be adversely affected by the CP/NS settlement agreement that has been 

reported. -As I understand the settlement. CP (through its subsidiar) DIIRC) vvill be granted uackage 

rights b) NS from Harrisburg to Reading lo Philadelphia. T"he effect of these rights will be to cause 

DHRC lo ship some ofthe traffic that currently moves on trackage rights over the Lehigh Division 

between Scranton-AUentown-Reading-Philadelphia lo a route between Scranton-Harrisburg-

Reading-Philadelphia Based on m) discussions w ith DHRC. the segment of this iraf fic that moves 

via Philadelphia, as contrasted with the traffic that does not reach Philadelphia, vvould be lost. Fhe 

estimated effect of this will be to move approx'matel) half of the current DHRC trackage traffic off 

of the I.ehigh Division. This vvould reduce RBMN's monthly tees from such traffic from 

approximately $85,000 per month lo $40,000 per month.'' While service lo customers vould not 

DHRC has ''lallcnged the acquisilion by RBMN ofthe Fehigh Division, 
questioning the maintenance standards lo be applied there. RBMN and DHRC have been having 
discussions vvhich would have the resull. if finalized, of protecting against some of these losses 
b) pri)viding RBMN w ith a minimum amount of monthly rev enues. However, the reduction in 
revenues would still be substantial. 



directly be afTected. the loss of rev enues w ill make it more aifficult f or RBMN to maintain its tracks 

to the current level.^ 

Wlielher DI IRC continues to mov e over the Lehigh Division through Allentown and Reading 

to Philadelphia, or uses the nevv route it will be getting through Harrisburg and Reading to 

Philadelphia, its trains must pass through and ov er what vvill be major NS lines and through major 

NS )ards. The line between Harrisburg and Allentown and the yards at Harrisburg. Reading and 

Allentown are all substantially congested and will become • en more so vviih the proposed operations 

by NS. .See Application. Vol. 3B at 459 (increases of 7 to 13 trains daily on some sections; volumes 

over 40 trains dail) on some sections after the transaction). 

Some of this congestion could be reduced if NS were required to allow DHRC to access its 

existing irackage rights from Reading to Philadelphia over and through the tracks of" the Reading 

Division. RBMN proposes, subject to reaching an agreement vvith DHRC. lo allow DHRC to move 

its trains from the Lehigh Division over the Reading Div ision in order to gain access to its existing 

trackage rights al Reading. This vvould promote efficiencies and safety by not requiring DTIRC trains 

to move over the line between Harrisburg and Reading or between Reading and Allemown and would 

avoid the need for DHRC to move its trains through yards in either Harrisburg or Allentown.' 

^ While there will be some reduction in the need for maintenance over the line. 
Conrail deferred so much maintenance lhal in the initial years RBMN will slill need to spend 
substantial amounts in upgrading and maintaining the lines. 

" I he yard in Harrisburg will double its volume under NS's operating plan. 
Allentown Yard vvill see a sub.stantial increase in intermodal traffic. Application. Vol. 3B at 454. 
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Conclusion 

RBMN believes that short line railroads play an important role in the rail industry, and can 

help to bring compclitive altematives to their customers if given the ability to have unrestricted access 

to the line-haul carriers with which they connect. The success of short lines in providing these 

altematives is essential to their ability, and that ofthe rail industry as a whole, to attract business and 

to b.; successful in the marketplace. .Accordingly. RBMN is asking that the Board review the 

restrictions placed or. RBMN's ability to interchange with other carriers in light ofthe effects ofthe 

proposed transaction, and find that they should be eliminated as a condition of any approval of the 

transaclion. .Additionally, the Board should promote efficient and safe opera'''\is by conditioning 

any approval on DHRC being allowed access to its existing trackage rights al Reading. PA. 
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VERT FTCATTON 

I , Andrew M. Mul l e r , J r . , President of Reading Blue 

Mountain & Northern Railroad Company, v e r i f y under penalty of 

p e r j u r y t h a t the foregoing i s t r u e and c o r r e c t . Further T 

c e r t i f y that T am q u a l i f i e d and authori2ed to f i l e t h i s 

V e r i f i c a t i o n . 

Executed on October 20, 1997. 

M i l Kl \ m N ( , X NOKMII KN H Ml KOM) SKKV |N<, Ol K t l S IOMI kS AND IIIK KNMUONMI.NT 
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THIS INDENTURE, made the / ^ ^ day of 

in lie vear of our Lord One Thousand Nine Hundred and Ninety-six 

(A.D. 1996) 

BETWE)3N CONSOLIDATED r i CORPOR.ATION, a 

Corporation of tlie Conuiionwoaltb nf Pennsyl va/iia, having an office at 

Two Commerce Square "̂ 001 Market Sireel, Philadelphia, 

Pennsylvania, 191C»? - • 4l9, 'lereinafler referred to as the Grantor, and 

KF.\D1NG. BLUE NiOUNTAIN ANT) NORTHERN RAILROAD 

CO.Nl. iNY, a Corporation of the Commonwealth of Pennsylvania, 

having a mailing address of P.O. Box 218. Port Clinton, Pennsylvania 

19549, hereinafter referred lo as the Grantee; 

WTT.NESSETH: That the said Grantor, for and in consideration of 

the sum of O'SE DOLLAR (SI.00) lawful money ofthe United States of 

America, and other good and valuable consideration, unto it well and 

trjjy paid by the said Grantee, at or before the sealing and delivery of 

these presents, the receipt whereof is hereby acknowledged. Grantor has 

remised, released and quitclaimed and by these presents does remise, 

release and quitclaim unto the said Grantee, the successors and assigns 

of the said Grantee, all right, tide ar.d interest of the said Grantor of, in 

and lo the following described Premises. 

ALL THAT CERTAIN property of the Grantor, together with all 
of Lhe improvement.*; and their appurtenances thereon, being a portion of 
the line of railroad known as the Lehigh Middle Cluster, situate in the 
Counties of Carbon, Luzeme, Lackawanna and Wyoming, in the 
Commonwealth of Pennsylvania, generally indicaied in Exhibit "A", 
generally described in Exhibit "B", and indicated by *TS" on Grantor's 
Case Plan Number 72010, sheets 1 through 108, dated August 2, 1996, 
revised August 16, 1996, which arc attached hereto in Exhibit "C" 
hereof, hereinafier referred to as "Premises". 

EXCEPTLNG AND RESERVLNG. thereout and therefrom and 
unto lhe said Grantor, a pennanenl, perpetual, exclusive, assignable and 
unrestricted sub-surface and surface easement for existing and future 
fiber optic cables, telecommunication lines, including bu. not limited to 
metallic cables, PCS antennas and all Lheir appurtenances, collectively 
hereinafter referred to as "Facilities", and for all the rights and privileges 
to lay, erect, construct, install, use, operaie, maintain, repair, renew, 
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replace and remove said Facilities, within, along, below, through and 
across the limits of the entire Premises; together with the unobstructed 
right of ingress and egress on, over, across and through the Premises for 
the exercise ofthe aforesaid rights; and further together with such 
surface easements necessary for the appurtenances of said Facilities; 
subject to the condiiions set forth in the Agreement Relating to 
Acquisilion and Operation of Rail Lines dated August 19, 1996 between 
Grantor and Granlee (the 'T&S Agreement"); and further 

THAT GRANTEE, in order to protect the depth of any Faciliues 
that may now or in the future be installed within the Premises, Grantee 
shall first obtain tfie written approval of Grantor's Engineering 
Department or its successor, prior to land regrading, removal or 
recontouring of ballast, or any removal or contouring of any other soil or 
fill material on the Premises, such written approval shall not be 
unreasonably withheld. 

LTsT)ER and SL'BJECT, however, to (1) whatever rights the 
public may have to the use of any roads, alleys, bridges or streets 
crossing the Premises, (2) any streams, rivers, creeks and water ways 
passing under, across or through the Premises, and (3) any easements or 
agreements of record or otherwise affecting the Premises, and to the 
state of facts which a personal inspection or accurate survey would 
di.-close, and to any pipes, wires, poles, cables, culverts, drainage 
courses or systems and their appurtenances now existing and remaining 
in. on, under, over, across and through the Premises, together with the 
nght to maintain, repair, renew, replace, use and remove same. 

THIS LNSTRUME.NT is executed and delivered by Grantor, and is 
accepted by Grantee, subject lo the covenants set forth below, which 
.<;ha!l be deemed part of the consideration of this conveyance and which 
shall run with the land and be binding upon, and inure to the benefii of, 
Lhe respective legal representatives, successors and assigns of Grantor 
and Grantee. Grantee hereby knowingly, willingly, and voluntarily 
w aives the benefit of any rule, law, custom, or statute of the 
Commonw ealth of Pennsylvania now or hereafter in force with respect 
to the covenants set forth below. 

(1) Grantor shall neither be hable or obligated to construct or 
maintain any fence or similar structure between the Premises and 
adjoining land of Grantor nor shall Grantor be liable or obligated to pay 
for any part of the cost or expense of constructing or maintaimng any 
fence or similar strucnjre, and Grantee hereby forever releases Grantor 
from any loss or damage, direct or consequential, that may be caused by 
or arise from the lack or failure to maintain any such fence or similar 
structure. 



(2) Except as set forth in the P&S Agreement, should a claim 
adverse to the title hereby quitclaimed be asserted and/or proved, no 
recourse shall be had against the Grantor herein. 

(3) Granlee by the acceptance of this Instrument, does hereby 
accept all existing and prospective responsibility for removal and/or 
restoration costs for any and all railroad bridges and grade crossings and 
their appurtenances that may be located on, over or under the Premises; 
and Grantee further covenants and agrees that it will also assume any 
obligation and/or responsibility as may have been or may hereafter be 
imposed on Grantor by any Public Utility Commission or any other 
governmental agency having jurisdiction for any and all bridge 
structures and grade crossings and their appurtenances, including but not 
limited lo the removal, repairing or restoration of same in accordance 
with the requirements of said Commission or other governmental 
agency; and Grantee further agrees to indemnify, defend and hold 
Grantor harmless against all costs, penalties, expenses, obligations, 
responsibility and requirements associated with said bridge structures 
and grade crossings and their appurtenances. 

(4) Grantor shall not be liable or obligated to provide for or 
supply directly or indirectly, for money or otherwise, any type of utility 
service to Granlee, even if the Premises are suppliiid utility service or 
services from or through Grantor owned or Grantor retained utility 
service facilities at the time said Premises are conveyed to Grantee; and 
that if Grantor at its sole discretion elecLs to provide any utility service 
or services for money or otherwise to said Premises during the period 
during which Grantee is arranging at Grantee's own expense fo: 
provision of utility service or services direci from public utilities. 
Grantee shall have no continuing right lo use such service or expectation 
that Grantor must continue to provide if It is further understood that 
Grantee's use of any utilities that are supplied through Grantor's utilities 
or billed to Grantor by any public utility for Grantee's use shall be at the 
sole cost and expense of Grantee and if Grantee fails to relocate or 
arrange for a separation of utility services, Grantor may arrange for a 
separation of the utility services at Grantee's sole cost and expense. 

(5) The property hereby conveyed is subject to the terms of a 
certain purchase and sale agreement between the parties hereto dated 
August 19, 1996 which constitute a material term and part of the 
consideration for the purchase of the property, and which the parties 
intend to be a covenant running with the land and binding on all 
successors, assigns and grantees of Grantee hereunder, providing, inter 
alia, for the payment to Grantor, its successors or assigns, of certain 
specified amounts for any rail traffic handled by Grantee, or Grantee's 
successors, assigns or grantees of Grantee, which originates, terminates 
or otherwise moves over the property, and which could commercially be 
interchanged with Grantor, its successors or assigns, but is interchanged 



with another rail carrier by Grantee, or Grantee's successors, assigns or 
grantees. 

TOGETHER with all and singular the track, bridges, tenements, 
hereditaments, improvements and appurtenances thereunto belonging, or 
in any wise appertaining and the reversion and reversions, remainder 
and remainders, rents, issues and profits thereof; and all the estate, right 
L'tle, interest property, claim and demand whatsoever of i t the said 
Grantor as well at law as in equity or otherwise howsoever, of, in and to 
the same and every pan dicreof EXCEPTING and RESER"VING and 
UNDER and SLiBJECT and provided as aforesaid. 

TO HAVT AND TO HOLD all and singular the said Premises, 
together with the track, bridges, improvements and their appurtenances, 
unto the Grantee, the successors and assigns of the said Grantee forever, 
EXCEPTIN'G and RESER VLNG and LTs'DER and SUBJECT and 
provided as aforesaid. 

AND the said GRANTOR, for the aforesaid consideration, does 

also GRANT unto the said GRA.NTEE, a non-exclusive surface access 

easement in the County of Carbon, to be used in common with Grantor, 

for ingress and egress purposes on, over, across and through Grantor's 

existing access roadway running along Grantor's Ashmore Line between 

M & H Junction and Weatheriy, for pedestrian and vehicular traffic by 

Grantee to allow Grantee access to and from the hereinbefore described 

Premises to be conveved. 

THE words "Grantor" and "Granlee" used herein shall be 
construed as if they read "Grantors" and "Grantees", respectively, 
whenever the sense of this instrument so requires and whether singular 
or plural, such words shall be deemed to include at all times and in all 
cases the successors and assigns of the Grantor and Grantee. 

IN VvTTNESS WTIEREOF, the said Grantor has causec, this 
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Indenture to be signed in its name and behalf by its Director-Asset 
Ulilizaiion duly authorized thereunto and has caused its coi-porate seal to 
be hereunto affixed and attested by ils Assistant Secretary the day and 
year first above written. 

SEALED and 
DELA'ERED in the 
presence of us: 

CONSOLIDATED RAIL CORPOR.ATION 
By: 

yfames W. Hartman, Jr., 
irector-Asset Utilizati 

Attest 

NA^^y B. REYNOLDS 

COM.MON^VSTALTH OF PENTS'S\TVANIA ) 

COL'NTYOF PHTLADELPHLA 

Assistant Secretary 
WILSERTA'C JACKSON 

SS 
) 

On this /^-^^^ day of ii^o^-^-<5^ A.D. 
1996, before me, the subscriber, the undersigned officer, personally 
appeared James W, Hartman, Jr., who acknowledged himself to be the 
Djrcclor-Assct Utilization of CONSOLIDATED R.AIL 
CORPORATIO.N, a corporation, and that he as such Director-Asset 
Utilization, being authiorized to do so, executed the foregoing instrument 
for the purposes therein contained by signing the name of the 
corporation by himself as Director-.Asset Utilization. 

LN VVITN'ESS WHEREOF, I have hereunto set my hand and 
official seal. 

I HEREBY CERTIFY that the 
correct address of the 
wiihin-named Grantee is; 

I 0 Notary Public. 

^ c r * e , A . SEAL 
lUZASrxC CALulCKES NourvPuoiir 

Dry Of P-.iljOficr-ij Ph.jj CDunrv 

on behalf of Grantee. 
THJS LNSTRLATENT PREPARED BY; 

Nancy B. Reynolds 
Consolidated Rail Corporation 
19-B, Two Commerce Square 
2001 .Market Street 
Philadelphia, Pennsylvania 19101-1419 
:nls 



10'14/87 TOE 14;02 F.M 717 822 6118 WORLP RESOUKCfS 31002 

RESOLTJ.CE.S COMl'ANY 

KL1^5.Bfflc S.S53 
I'ottsville. PA 1790! 

1«; 717.6:22.-17 47 
H K 717.622 7.'̂ A4 

October 14, 1997 

Hon. Vemon A. Wilharrs, Secretary 
Surface Transportation Board 
Mercury Buildir>9, #711 
1925 K Sireet N.W. 
Washington, D. C. 20423-0001 

Re; Finance Docket No. 33388 
CSX Corporation and CSX Transportation, inc. 
Norfolk Souttiem Corporation and Norfolk Southem Railway Company 
-Control and Operating Leases/Agreemsnts-
Conrail Inc. and Consolidated Railway Corporation 

Dear Secretary Williams: 

As Director of Transportation for World Resources Company (WRC) since June 
1995,1, David C. Torrey, am responsible for inbound and outbound 
transportation operations at the Poltsville, PA. facility. This facility produces ore 
concentrates which are shipped in bulk. 

World Resources Company established a rail car loading facility on the Reading 
and Northern Railroad (R-t-N) at West Cressona, PA. in 1994 to handle this traffic 
formerly transported by truck. Rail tonnage has steadily increased since that time 
as trucks are not practical due to the distance and the dense nature of the bulk 
concentrates. The increased traffic has resulted from the excellent switch sen/ice 
and dedicated gondola car fleet provided by the Reading and Northem. It should 
be noted that Class 1 railroads are not interested in supplying cars for this traffic. 

WRC supports the application of the R+N RR to establish a direct conneclion, 
without penalty, with the Delaware and Hudson Railway Company (DHRC) as 
one hundred per cent of our outbound rail traffic is destined to Canada. The 
Canadian portion of the move Is transported by the Canadian Pacific, as line 
haul or delivering C€ mer. Therefore. WRC would gain, in effect, aingle line 
service beyond the Taylor interchange on certain moves. 

A direct connection at Taylor would eliminate congestion delays at Conraii yards 
such as Reading, Buffalo, or Niagara Falls. Furthermore, the Taylor connection 
provides a more direct and efficient route to Niagara Falls than the present CR or 
future NS route through Hanisburg, Pittsburgh, Ashtabula, and Erie to the 
Canadian gateway at Niagara Falls. 
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Both CSX and Norfolk Southem hav© emphasized the advantages of a single 
line camer from a service and cost perspective in the CR acquisition 
proceedings. Penalty free interchange at Taylor Yard to the DHRC-CP System 
would provide industries, such as World Resources on the Reading and 
Norttiem. the advantages beyond the interchange, of single line s e n ^ to points 
on the CP System. Further the DHRC^ CP eonnection will provide a second rail 
earner option for R+N served Industries similar to the carrier options av ailable for 
Industries in the Erie. Philadelphia. Pittsburgh, and the Wilkes Barre/Scranton 
areas. 

World Resources respectively requests that the Surface Transportation Board 
grant a penalty free interchange between the DHRC and Reading and Northem 
at Taylor Yard. Thank you for your consideration. 

VERIFICATION 

I, David C. Torrey, declare under penalty of perjury that the foregoing is tme and 
conrect. Further, I certify that I am qualified and authorized to file this verified 
statement. Executed this Uth day of October, 1997. 

David C. Torrey 

Very truly yours. 

Woridpesources Company 

David C. Torrey 
Director of Transportati 
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READWG ANTHRAOTE COMPANY 

PO BOX UOO 
POTTSVivLE. PA 17iei-720< 

TELEPHONE: 1717) tSt-S^SC FAX; (TIT) «83-2«iZ 

Octob«r L7, 1997 

The Honofable Verncc A, Williajas 
Sacretary 
Surface TranspertatloTS Board 
M«rcvJTy Building #711 
1925 K Street, NW 
Washington, D.Q. 204J3-0001 

Re: rlr.snce DocVtst No. 33388 
CSX Corporatioa and CSX transportation, Inc. 
Norfolk Southern Corporatior and 
Norfolk Southern Railway Coispaay 
—Control and Operating Leases/Agreement*--
Conrail, Inc. and Consolidated Rail Corporation 

Dear Secretary Williams: 

This "Verified Stacenent" is b«lng subjcltted io Che Intereat of the 
Reading Ancbraelte Coepany ct Pottsville, PA. Readlog Anthractce la a 
producer a* Anthracite Coal, ar.d has he»n In buiinaes lor ov«r 125 ypars. 
Reading Anthracite eeploys approximately 2A0 'Jnltad >Iine WorVers and 75 
salaried enployaas. 

My name l5 Rick Gladwell, and I'a employed by Reading Anthracite ae 
s Senior Systems Anaivst - ttanspcrtatlen, L'vi be«n with Reading 
Anthracite tor over two years now and oy duties include maintaiair.g our 
r a i l sidisss and load-out areas at tbe Nev St. Nicholas Breaker, as veil 
as obrainins reasonable transportatior. ra.te<t and service. 

Reading Anthracite ships appxoxiaately 3.OOO* railcar loads per year 
at present) with forecaacs of 6<000 rsllcar lo.ids by 1999. As the 
aforvQcstioaed volime of railcar loads suggest, r a i l transportation is 
more chac just an issue — i t ' s an absolute necessity in order for the 
Anthracite Ragloc to continue to cotamerclally exiat. 

I t is with great conviction that I subait this "V«rlfle« Statement" 
in support of the Reading, Slue Kouotain & Sorthern Raiiroad acquiring the 
right to interchange with the Delaware, Hudson Railroad Corporation — 
witl-out penalty — at Taylor. PenceyIvania, and to allow the Delavars, 
Hudson Railroad Corporation over Reading Division aad out at Reading 
without penalty. 

® 
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Tha Honorable Vernon '•. Villlama 
Surfaca Trassportatlci Board 
October 17, 1997 
Page Two 

An advantage to a second r a i l carrier is vital to che fuCure 
Industrial and Cotimercial growth of the cantral-northeast region of 
Pennsylvania. Industries in this region, for the f i r s t time, w i l l have a 
compecitive r a i l syscpm. No longer will the shippers of this region ba 
considered "caytive thippers, with l i t t l e or no control of r a i l 
craBsporcscioB costs". Granting che Reading, Blue Mountain (, Northern 
Railroad and the Delaware, Hudson Railroad Corporation this right of 
interchange at Taylor, PA, is the eingle largest improvement that can be 
3\ade to this region's r a i l infrastructure Chat w i l l Insure ladustrial 
development and econonic growth, in an economically diatresaed region, for 
many years to coma. What a welcone change this would be to this region. 

Speaking o£ change, never before has there been a more opportune 
time for change. With Conrail being acquired by Norfolk Southern end CSXi 
the tiae of change, and the tlsie for change in the r a i l industry, i s now. 
The Surface Transportaiion Board has the opportunity to make sure that 
when a l l the dust has settled from the Conraii acquisition that every 
shorTllne, (In tbe spirit of competition), d h'%ve an interchange 
right with at laaat two r a i l carriers. This che only opportunity 
we w i l l ever have tc infitltute this type of chat.,, i the r a i l industry. 

In closing, I strongly urge che Surface Transportation Board to 
grant the Reading, Blue Mountain & Northem Rall'oad this interchang* with 
the Delaware, Hudson Railroad Corporation without penalty. I t would be a 
huge step towa-ds disassociating words like "captive shipper" and 
"monopoly" with the r a i l service in central-northeaatern Pennsylvania, and 
the northeastern United States. This can only spur industrial development 
and coanaercial growth, thus resulting in new jobs and a better standard of 
l i f e for che residents and vocers of the included regions. 

I . Rick L. Gladwell. declare under penalcy of perjury thst the 
foregoing i s true and correct. I certify that I am qualifled and 
authorized co f i l e this verified gtatensnt. Executed this 16th day of 
October, 1997. 

Rick L. Gladwell 

Very truly yours, 

RZADUtC A.'TTHRACITB COMPANT 

Rick L. Gladwell 
Senior Systems Analyst 
Transporcation 

SLG/d? 



READING & NORTFiERN RAILROAD COMPAiNY 
I :IA;LROAD BOI'I-EVARD 
rORTCLlNTON. .T>A 1954? 

(CAO) S62-2ICa 

[ ; FI ' .F lCIJTDtVISiOS-PO. BCX2:S i i i'ASSi;NGER DIVISION-P.O. BOX 2-:Sj^^^^ 

FAX TRANSMISSION COVER SHEET 

DATE: I <y/c/7 7 - OV P.̂ GES: 3 
Inciudi-ig thii pegs 

TO: ^ tc j j y c A o ^ T.\>: ( ) 

CO.\<P.A-Vi'; 

FROM; M / T Z ^ LXj<<fefZJ 

I can be rcnchcd by telephone at 610-562-2100 or by fax at the followir.g nuir.bei" 

Perl Clint or. OOict Fi.\ 6iO-562-059o 

[ 1 Port CILnton Co.-iI rax 610-562-3641 

[ J : 



SALE6 101 N. CENTRE STREET ACCOUNTING 

(717) P O BOX 1020 f7 l7) 828-5020 

FAX (7175 628-0793 POTTSVILIE. PA 17901 FAX (7l7) 82ft-0783 

October 16, 1997 

VERIFICATION 
L En^in O. Beck, declare under penalty of perjury that the foregoing is true and correct. 

Further, I cemfy that I am qualified and authorized to file this verified sutemert Executed this 
16ih dav of October. 1997 

Hon Vemon A Williams, Secretary 
Surface Transportation Board 
Mercury Building, #711 
1925 K Street. N W. 
Washington, D C 20423-001 

Subject. Finance Docket No 33388 

Dear Secretarv' Williams: 

My name is Erwin Beck, Vice President of Sales since March, 1989. representing the 
above indicated company, Lehjgh Coal & Naviration Company. I am responsible for the 
domestic and overseas international sales and for the transportation ofthe company products by 
rail irjck or sea i 

Lehigh Coal & Na\-igation Company is a premium anthracite producer, the owner of 9.000 j 
acres of anthracite land and employees approximately 240 people. The location of our facility will : 
be served by the RBMN Raiiroad under the name of Greenwood Breaker The commodities ! 
shipped by rail are all sizes of anthrBcite serving the markets of calcincrSu steei mills, ore reduction | 
facilities and residential/dealer facilities and the sea terminal for overseas shipment ' 

The rail ser-nce used by Lehigh Coal & Navigation Company is for destinations such as ! 
Baltimore, MD, LaPIace, LA, Mol-Dok, Pittsburgh. PA. McCoy, OR, Portland, OR, Minnequa, I 
CO, St Paul. MN, Amherstburg, Ontario, CANADA Chicoutini, Quebec, CANADA, etc by ' 
RBNfN for a yearly tonnage of approximately 240,000 tons or 2,500 railcars i 

Motor carriers are not economical in comparison with railcars due to the fact that large \ 
shipments require twice the amount of motor carriers than one railcar and, accordingly, will back j 
up the loading areas and the expedient dispatch of the earner ; 

RBMN's access to raii earners otha than those listed above will be most beneficial in the j 
perfonnance of our shipping destmabcns making use of other carriers i 

Therefore I am m support ofthe Reading, Blue .Vlountain & Northem Railroad acquinng j 
the nght to interchange with the Delaware, Hudson Railroad Corporation - without penalty - at j 
Taylor. Pennsylvania, and to aJIow the Delaware, Hudson Railroad Corporation over Reading ' 
Division and out at Reading without penalty. i 



Erwin 0. Beck 

Very Truly Yours. 

LEHIGH COAL & NAVIGATION CO 

^^^^ ^^^^4^. 
Erwin 0 Beck 

EOB/bam 
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PENNSYLVAN, \ ANTHRACITE COUNCIL 
P.O. Box 138 
PattsTill., PA 17901 
PboiM (717) 622-6843 

COUNCIL ^ - ^ ^ ^ 

October 14. 1997 

Hon. Vemon A. Willianu, Secretary 
Surface Transportation Board 
Mercury BufldSng #^11 
:925K Street, NW. 
Washington. D.C. 20423-0001 

KE: Finance Docket No 35388 
CSX Corporation and CSX Transportation, Inc. 
Norfolk Southem Corporation and 
Norfolk Sotithem Railway Company 
-Control and Operating Leas«/Agreemcnts-
Cootrailinc and Consohdated Rail Corporation 

Dear Secretary WiDiains 

MvnamsuDuancC Feaglev and I am the Executive Director ofthe Pennsyivaaia 
Anthracite CouncQ I represent nearly 60 shippers, supplied and financial mjtitutions 
employing over 2.000 people in the Anthracite mining industry I have been with the 
industry for nearly three years 

I represent a smaU coal muring industry that ships between 400,000 to 600,000 tons 
annually by rail. Most of our produa i» shipped to markets outside the region in the Mid-
West, South and Canada. Our region is primarily serviced by the short line rail earner. 
Reading, Northern & Blue Mountain Railroad and the Class I rail camer Coaiail. 

Over tbe past five years, Anthracite rail shipments have neerly doubled from 3.921 cars in 
1991 to 7317 in 1996 This represents over S45 million ia annual mining and preparation 
production Further, the mcrease b coal shipments has aiso contributed to significfflit 
growTh m other products bang shipped by rail The Reading & Northern Railroad has 
reported an overall increase from 5.000 cars to 12,000 from 1991 to 1996. 

Currently there cTflsts in Taylor, Peonsybania a direct linkage between the short Une 
Reading & Northern Railroad and the DHRC. However, because of deed restrictions, the 
linkage can only be accessed if the shipper is will tc pay a significant penalty. This penalty 
has made it cost prohibitive to make the transfer from the Reading aod Northem onto the 
DHRC. 
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If Anthracite shippers are able to have access to this connection in a more cost effective 
manner, tiiis will give them a choice between two Class I railroad carriers and allow them 
to ship their product directly into Canada and all points going west avoiding many costly 
handlmg stops along the way. For example, in 199S, Ccnrail was charging one Aotbracite 
shipper $77.53 per ton to ship its product to AJta Sted in Edmondton, Canada. At that 
rate, the company found it less expensive to truck its product overland SO miles to 
Allentown, Peoosyivania to a Canadian Pacific loading site and ship oc the C&P In 
response, Conrail lowered it price by S22 per ton to meet this new competitive threat. 

We believe that am' solution that is to be reached in this merger must provide for the 
equi;able .access to gaieways and facilitate broader opportunities to market oor coal. 
Clearty any schmon that allows Anthracite producers access to the Canadian and Pacific 
raih'oad and any other Class 1 railroad like CSX is in the best interest of the A^^acite 
industry and Pennsylvania. 

Therefore, we request that you find in favor of tbe Reading, Northem & Bhie Mountain 
Railroad's request lo interchange with the DHRC from the Lehigh Line without penalty. 
We further request that the DHRC be given the tight to move over the Reading Divisioii 
and out of Reading without penalty. 

Thank you for taking the time to consider my request. 

I, Duane C. Feagley, verify mder the penalty of perjury that the foregoing is true and 
correct Executed on October 14, 1997. 

Duanc C. Feagley, Executive Director 



October 15=̂ , 1997 

Hon Vernon A Williams, Secretary 
Surface Transporation Board 
Mercury Building #711 
1925 K. Street, N W. 
Washington, DC 
20423-0001, U S A 

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

Dear Secretary Williams: 

QlT-Fer et Titane Inc. is the world's leading producer of titanium dioxide and a market 
leader with its mining and smelting complex located in Quebec, Canada. Other 
products produced are a nigh purity pig iron, steel billets and metal powders. Along 
with its feedstock ilmenite ore, QIT uses approximately 400.000 M.T. of anthracite coal 
(over 400U carloads/year) as a reducing agent in its smelting furnaces. This anthracite 
is mined in the Pennsylvania coal region and railed to Baltimore for furtherance to our 
plant via self-unloading vessel 

As Traffic Manager for OIT over the last 10 years, it has been my mandate to find the 
timely anri efficient transportation of this key ingredient for our plant, a challenging task 
that has been compounded by the restncted shipping season due to harsh winters in 
our area. 

It IS imperative that we and our dedicated carrier, the RBMN, have flexibility in terms of 
choice of rail earners in case of disruption in service and in keeping us competitive in 
the marketplace Towards that end, we would like to support RBMN's request for direct 
access to the DHRC from the Lehigh Line without penalty, arxl to allow the DHRC over 
Reading Division and out at Reading. 

,12 

QIT-Fer at Titane Inc. 1925, Mario-v5ctorin 
Tracy (Quebac) Canada J3K 1M6 

T««: (514) 746-3266 
Fax; (514) 74«351 



2-

Should you require additional information or clarification regarding the above, please 
contact the undersigned at 514-746-3266. 

Yours 

ager 

VERIFICATION 

I George De Santi declare under penalty of perjury that the foregoing is true and 
correct Further, 1 certify that I am qualified and authorized to file this venfied 
sratenent / 
Executed ^ IS'' of October, 1997. 

eo'ge De^a^ti 

GDSyccf 

QIT-Fer et Titane Inc. 1625, M8rla*Vic(onn 
Tracy (Quabac) Canada J3R IMS 

T*l.: (S14) 746-3206 
Fax: (SI4) 746-3351 
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INDUSTRIES INC 

15 Oaober 1)97 

Hon Vemorj A Williams, Secretary 
S'irfece Trau sportation Board 
Mercury Bui ding, #711 
1925 K Sirtet,N W. 
Washington, DC 20423-0001 

RE Finance Docket No 33388 
CSX Corporation and CSX Transportation Inc 
Norfolk Southem Corporation and 
Norfolk Southem Railway Company 
-Control and Operating leases/Agreements— 
Conrail Inc snd Consolidated Rail Corporttion 

Dear Secretiry Williams: 

My name is iJanna Mariconda and 1 have been employed with AEP Industries for eighteen 
years, 15 of which has been in the capacity of ordering and maintaining mventory of, all 
raw material into our mami£ictuhng ficilities The company has expanded over the year* 
firom 3 roani factunng facilities to worldlwide plants, with our acquisition of Borden 
Global Packiging in October 1996 I am currently responsible for the raw matenal supply 
to our eight contineiital facilities. 

Our line of lusiness is the manufacture of polyethylene film and packaging, for which we 
purchase rei in from approximately ten major suppliers in lailcar quantities 1 would 
estimate I purchase 2-300 railcars per month As you can imagine, timely delivery ofthe 
many tjpcs of resins required to operate our iines at maximum efficiency is of utmost 
importance, and this responsibility rests solely with me. It Is paramount that our shippers 
use rail routes that can deliver the produa in a timely manner 

manufacturing plants are located in Matthev̂ s NC, Griffin. GA; Alsip. IL; 
TX. Gainesville, TX, Chino, CA, North Andover. MA. and Mountaintop. 
the fiicility serviced by RBMN The Mountaintop location receives an 

8 railcars per month Most of this resin originates from the Houston area, 
amounts shipping from Indiana and Canada We would definitely support the 
RBMN to interchange with the DHRC from the Lehigh Line without penalty 
to allow DHRC over Reading Division and out at Reading 

4t 

i:l 

Our statesi 
Waxahachie, 
P A which i 
average of 
with smaller 
ability of th< 
and the ngh: 

Corporal* Headquartars 
129 Phillips Avenue 

South Haekensack, Naw Jers«y 07S06 
(201) &41-6600 (BOO) 93e-A£PI (2374). FAX (201) 807-2489 

http://www aecind.corrt 



a.'^//j.-33'i i i - . i f 2618872165 AEP INDUSTRIETS PAGE 03 

L Danna Mar conda, declare under penalty of peijury that the foregoing is true and 
correct. Furt ter, I certify that I am qualified and authorize*! to file this verified statement 
Executed this 15* day of Oaobei, 1997 

Danru Marictmda 
Corporate Purchasing Manager 

for Mamjfa;turing 
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TALUMAX 
MATERIALS 
MANAGEMINT.INC 

6fi25 Tha Ceman Parkivay. Suite 500 
Noreraaa, GA 30002 
Phone 770-447-3849 

Fax 770-388^73 
E-Mail menlfield.bob r̂.aiumax.com 

October13.1097 

VERIPÎ PST/MSM^NTOF 
Rpbcrt L. Marrifield 

on behalf of 
Alumax l̂ jateriala Manaqemflnt. Inc. 

Finance Docket No. 33388 
CSX Corporation and CSX Tran$portation, Ine. 

Norfolk Southem Corporation and 
Norfolk Southem Railway Corporation 

-Control and Operating Loase/Agreeme.ita-
Conraii Inc. and Consolidated Rail Corporation 

Vemon A. Williams. Secretary 
Surbce Transportation Board 
1201 Constitution Avenue, NW 
Washington, DC 20423 

Dear Secretary Williams' 

My name is Rot>ert L. Merrifield and I am the Director of Transportation for 
Alumax Materiala Manaoement, Inc. located at 6625 The Comers Parkway. Suite 500. 
Norcross, Georgia 30002. I have been In this position for eleven (11) months, which Is 
a newfy created position. I am responsible for overseeing all transportation reiated 
activities to and from the various Alumax subsidiarv locations throughout North America. 
Previously I was employed by Intaico Aluminum Corporation, an Alumax Primary 
Aluminum manufacturing subsidiary facility located at Femdale. Washington. While 
there I held the positions of Assistant Traffic Manager tor thirteen (13) years and Traffic 
Manager for twelve (12) years 

Alumax. Inc., a Fortune 200 corporation, is the nation's third largest integrated 
aluminum producer with five (6) primary aluminum smelters irt Narth America producing 
aluminum ingot, billet, and slab to support subsidiary fabricatirig and customer facHltJes 
for their production of value-added aluminum products for the trfensportatten, building 
and construction, oackaglrg and consumer durable markets throughout North America, 

1013W PaseZ 
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Alumax, Inc. haa subsidiary fabricating faciflties through North America at the 
foUowing locations. 

« Alumax Primary Aluminum Corporation 
Products: Aluminum Ingots 
Locations: intaico aluminum Corporaticjn. Femdale, Washington 

Eastaico Aluminum Corporation, Frederick, Maryland 
Alumax of South Csrclina, Goose Creek, South Carolina 
Aluminerie Lauraico, Inc, Deachambault, Quebec 
Aiuminerie de Mcancour, Quebec 

9|( Alumax Mill Products, Inc. 
Products; Aluminum Coll, Sheet and Plate 
Locations: Lancaster, Pennsylvania 

Texarkana, Texas 

* Alumax Extrusions, Inc. 
Products: Multi-Port Hollow Shape Extrusions, Thin V\^ll Tubing, 

Specialty Extruded Profiles 
Locations; Magnolia, Arkansas 

Plant City, Florida 
Fairburn, Georgia 
West Chicago, Illinois 
Monterey, Mexico 
Hernando, Mississippi 
Catawba, North Carolina 
Cressona, Pennsylvania 
Yankton, South Dakota 
Eiizabethton, Tennessee 
Spanish Fork, Utah 

^ Alumax Foils, Ine. 
Products: Aluminum Composition Foils 
Locations: RusselMlle, Arkansas 

St. Louis, Missouri 

* Alumax Engineered Metal Processes, Inc. 
Products: Near Net-Shape Semi-Solid Aluminum Forgings 
Locations: Bentonvllle, Arkansas 

Jackson, Tennessee 

101304 f*^®* 
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* Kawneer Company. Inc. 
Products: Architectural Aluminum Products, Commertaai Store 

Fronts, Curtain Wall, Window Systems 
Locations: Lethbridge, Alberta 

Springdale, Arkansas 
Jonesboro. Georgia 
Bristol, Indian? 
Franklin, lndi..na 
Eau Claire, Michigan 

, Scarbonsugh, Ontario 
' Bloomsburg, Pennsylvania 

Johnson city, Tennessee 

This statement is in support of conditions to be nsquested by the (RBMN) 
Reading Blue Mountain Northem Railroad for the ability to interchange wtth the DHRC 
at Taylor, Pennsylvania without penalty. 

These conditions to be requested are of particular interest to us as the RBMN 
provides service for the delivery of aluminum ingots from our primary aluminum 
smelters in Qu6bec to our aluminum extnjston facility in Cressona, Pennsylvania. The 
Cressona, Pennsylvania focility has annualized demand of 100,000 short tons, or the 
equivalent of 1,100 boxcars. 

For these reasons Alumax Materials Management, Inc. strongly endorses the 
request ofthe RBMN for Interchange without penalty to the DHRC at Taylor, 
Pennsylvania. 

I, Robert L. Merrifield, declare under penalty of perjury thst the foregoing is trtje 
and conect. Further, I certify that I am qualified and authorized to file this verifled 
statement. Executed this fourteenth day of October, 1007. 

Robert L. Menifield 
Director of Transpo 

PosMi' fax Nore 7B7i 

^ l.l 

""''rro-Jift-^tiT^ 

101304 P««e4 
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.'029 Nail PrtiiBUi 
WoshmgKm. rx; 10045 
(2021 <474l''62 
Fo> (202) 347 5986 

144 S<c<)ful Alt' Siwih 
Suia IOC 
Noihwttf. TN J720! 
(615) 244-677f> 

LAW OFFICE OF SEATON 6? HVSK, L.P. 

Crescent Plpza Sorth '̂ uite 201 
770C' I ei sbiirg Pike 

Fails Church. Virginia 22043 
(703) 50(-1601 

Focsimiie (703) 506-1606 

October 21. 1997 

Secretary 
Surface Transportation Board 
1925 K Street. NW 
Wasliington, DC 

/ 

Henry E Seaton. Esq * 
John T Husk. Esq 

• Abo A/i/nititd m TS 

~^ I 

1 

RF.: F. D. 3.i388-CSX Corp & CSX Transportation. Inc. Nortblk Southern Corp.. 
Nortolk Southem Rail\\a\ (\inipan\ - Control and Operating Lea.se .Agreement - Conrail Inc. and 
Consolidated Rail Corporation 

Dear Secretary . 

Knclosed please find an original and twenty five copies ofthe comments submitted on 
behalf of J. B. Hunt I ransport. in the above described preceding. ,Mso enclosed is a 3 .5 disk 
with the material contained thereon. 

Yours truly. 

OCf ? 
Henry Seaton 

Attomev for.!. B. Hunt Iransri/irt. IniTsl '̂"'̂  ot 

P S. Picase add m> name to the service list in the abo\e-described matter, 

cc: All parties of record 



BEFORE THE 
SURF,\CE TRANSPORTATION BOARD 

IN RE: 

CSX CORP & CSX TRANSPORTATION, INC. 
NORFOLK SOUTHERN CORP., 
NORFOLK SOUTHERN RAILWAY CO., 
CONTROL AND OPERATING LEASE 
AGREEMENT CONRAIL INC. AND 
CONSOLIDATED RAIL CORPORATION 

Docket Number F.D. 33388 

ENTERED 

COMMENTS 
ON BEHALF OF J.B. HUNT TRANSPORT, IN 

OCI: 
1 

I SJ pyt,;ir Recorrt 

My name is Paul R. Bergant. I am Executive Vice President and Genera! 

Counsel of J.B. Hunt Transport, 615 J.B Hunt Corporate Boulevard, Lowell, Arkansas 

72745. ! am authorized by my company to make this Comment In the above-described 

proceeding and 1 have previously offered a similarly Verified Statement v /̂hich is 

supportive of the proposed transaction. 

J.B. Hunt is c.ne of the nation's largest truckload motor carriers. Hunt operates a 

fleet of over 7,000 power units We have converted our van fleet to include 19,200 

chassis and 20,000 intermodal containers and have reconfigured our operations to 

maximize the use of economical and fue! efficient intermodal rail service where 

possible. 

We currently have in place a contract with Conrail which moved 130,000 

containers in 1996. That contract, which is assignable at our option, was not negotiated 

in anticipation that the sen/ices of Conrail would be divided among multiple rail carriers. 

To date, no provision has been made by either CSX or Norfolk Southern for assumption 

of their relevant portions of the contract or for continuation of services with Hunt under 



similar terms and conditions. 

In this regard, the National Rail Transportation policy is intended: 

(1) to allow, to the maximum extent possible, for 
competition to establish reasonable rates; 

(2) to ensure con., uation of a sound rail system 
with effective competition among rail carriers and with other 
modes; 

(3) to ensure effective conipetition coordination 
between rail carrie'-s and other modes [emphasis added]; 
and 

(4) to ensure and promote energy conservation. 
(See 49 U.S.C. Section 10101.) 

The 4 portions of the National Transportation Policy for Railroads 

cited above each militate in favor of continuation of the substantial J.B. Hunt 

intermoda! service heretofore rendered over the lines of Conrail. 

In addition to the substantial investment made by Hunt, the 

shipping public has come to rely upon the services provided by Hunt and any 

disruption cf this service would have an adverse impact on the development of 

intermodal transportation and on highway congestion in the heavily populated 

Northeastern corridor of the U.S. 

These premises considered. Hunt asks that the STB carefully 

weigh the effect ofthe proposed transaction on the existing truck/rail services 

rendered by Conrail and require the acquiring rail carriers to provide intermodal 

transportation services in conjunction with Hunt and oth-r regulated motor 

carriers under terms and conditions which are no less favorable than the current 

contractual obligations of Conrail. 



I, P au» R. Bergant, have read the foregoing and It te tnje and accurate to the best 

of ny knowledge and belief. 

Paul R. Bengê  
Executive Vice President and 
General Counsel 



CERTIFICATE OF SERVICE 

A copy of the foregoing Comments have been served this 21st day of October, 

199"̂  on all parties of record by United States Mail, oostage prepaid. 

Henry E. Seaton 

Attorney for J.B. Hunt Transport, Inc. 
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October 21. 1997 

Suriace Transportation Board 
1925 K Stieet. N W.. Room 715 
Washington. DC 20423 

Dear .Madam Chairwoman: 

The American Farm Bureau Federation appreciates the opportunity to file comments with the 
Surface Transportation Board with regards to the proposed loint acquisition of Conrail hy CSX 
Corporation and Nortolk Southem Corp. The proposed merger and the resulting rail systems are 
critically important to American agriculture. 

Three factors make the proposed merger critical for agriculture. The tlrst is the importance ofthe 
region currently served by Conrail. CSX and NS railroai's. This region Includes some 32 states 
with 179 miliion people, and accounts tor a huge share ot the national grain and oilseed 
production i7(y i ) . movements to export terminals and ports and net movements (domestic m-
and out-shipments) in support of livestock, poultry :md dairy production, especially in the 
southeastern United States. The region also includes a large percentage ot'the nations production 
ot t'ruit and vegetables, lumber and wood products. 

Second, the nation's sophisticated agricultural production and marketing system depends upon 
etTective. low-cost transportation facilities and services which only result from truly compeiiuve 
enterprise. For example, agricultural and related product movemem is about 34'"f of the total L S 
economy's transportation requirement. Within agriculture, farm producis account tor 35'7f of 
total transportation needs i 1993 data), while food and kindred products account tor 34' /. 
Lumber, pulp and paper, textiles, leather and other products malie up the balance. 

Farm products are heavily dependent upon rail services (46^f ofthe total ton miles). .Another 
289 moves on our inland waterways, while 20'r moves by truck. By contrast, food and related 
products move primarily by truck (72'̂ f by truck, or by combinations of truck, rail and water) 
while 27' ; 1̂  by rail. Lumber and wood producis also tend to move pnmanly by truck, with just 
over one-fourth of the movement by rail in 1993. 

.\ot only are railroads important to agriculture, especially grains, but agriculture is an important 
source oi busmess for the railroads. Farm products are the second most importani commodity 



(behind coal) in terms of tonnage, while food products are fifth. Access to efficient 
transportation services at competitive rates is vitally important to our members throughout the 
affected region, and nationwide. 

Third. It appears unlikely that Conrail would continue as a separate rail company in the absence 
of the merger proposed. Thus, our concem is not whether the merger is, by itself, good or bad. 
but whether it is better or worse than the purchase of Conrail by a single raiiroad. and how any 
merger agreement of the magnitude of that proposed would be implemented. We are extremely 
concemed about fair and cotnpetitive rates and access to efticient and timely service resulting 
from any fonii of merger. 

•VIerger Objectives 

It appears that the objectives of the proposed merger are highly positive. This transaction 
promises to increase the level of competition between railroads, giving many shippers a choice 
between two competing Class 1 railroads, each of which is willing to exert strong efforts to wm 
business away from its rival, as well a.s from other systems. Key elements of he proposal for 
agriculture include: 

• Better Service: By integuning certain Conrail routes and facilities into their existing rail 
networks. CSX ind NS propose to be able to provide better service to their existing 
customers, and to -se improved serv ice to attract new customers. The creation of new 
single-line routes and the coordination of Conrail assets with existing CSX and NS assets 
promises to allow both rail systems lo provide faster and more responsive service. 
Improved equipment utilization should improve and customers' costs should decline. 

• Operating Savings and Other Cost Reductions: CSX and NS expect to realize 
operating cost savings by providing more efticient rail transportation. Operating costs are 
expected to decline as a result of shorter transit times, more direct routes, improved 
equipment utilization and increa.sed traffic densities. In addition, CSX and NS should 
realize cost savings by eliminating substantial portions of the general and administrative 
costs currently incurred by ConraU. These savings also should benefit the public because 
CSX and NS should consume fewer resources on a per unit basis to produce 
transportation services than they currently do. 

• Increased Competition: The merger is expected to strengthen and greatly extend the 
reach of two strong rail .systems, likely ensunng that they both remain fully competitive 
and. at the same time, open up large and vital areas ofthe country to rail competition they 
did not previously have. This includes: 

• Rail to Rail Competition: Currently, CSX and NS compete throughout the 
Southeast and Midwest. Conrail. on the other hand, faces only limited rail 
competition in some parts of its service territory. The transaction is designed to 



eliminate this anomaly, allow ing CSX and NS to expand the scope of their 
competitive efforts into important new commercial areas. 

• Competition with Trucks: The competitive t>enefits of the transaction could put 
the railroads in a position to compete with trucks for eastem traffic and reduce 
traffic on the highway system, both m the near term and on a long-tern basis. 

• Traffic Diversions on Other Rail Carriers: The transaction could lead to a significant 
increa.se in comix'tition between railroads. While Conrail has revitalized rail service in 
the Northeast, it has not faced this sort of intense competition from a strong Class I rival 
in much of its territory, including the important Greater New '\ ork/New Jersey Port area. 

Other proposed beneficial changes include: 

More single-line service. 
New and improved routes. 
More reliable service. 
Improved equipment utilization and availability. 
Reduced terminaJ delay. 

Implementation 

While it IS impossible to know how the implementation of the proposed CSX-NS-Conrail merger 
will proceed, the publicly-stated plans of the panies to the proposed merger very clearly imply a 
new system with improved rail access between extremely important agricultural markets. They 
imply better services, signitlcantly more competition between well balanced competing railroads, 
increased investment in facilities and equipment to serve agnculture, and greater access lo large, 
importanr markets and to commodities and other raw matenals. The cases where competition 
likely will be diminished are small in number, and the parties to the agreement have stated their 
intentions to take important steps lo guarantee service to these in the future. 

Overall, the proposed investments should benefit agncultu.-e. They should mean greater access 
lo more effii ient and competitive rail transportation resulting in greater retums to agricultural 
investment and more competitive positions for U.S. agricultural products in both domestic and 
export markets. 

Recommendation 

While the proposed merger promises to provide significantly more benefits than costs for 
agriculture, there ;,hould be no misunderstanding that a restructunng of this magnitude will be 
neither easy nor simple. The potential for future conflict in interpretation of the agreement in 
terms of route and other allocations. .̂ Hiired facilities, expected investments and other 



commitments is real and critical to realizing tne proposed benefits ofthe merger. 

Recent examples involving other railroad mergers suggest that the implementation ofthe 
restructuring is cntical to the outcome as it affects ail parties.. The agriculture sector has not 
fared well with previous rail restructuring which also have promised pon.r:'i:;ily large benefits. 

We propose that the Board be actively involved from the beginning ofthe implementation 
process to ensure that the proposed operating plan is earned out as promised. More specifically, 
we propose that »he Board create an oversight schedule for each phase of the merger proposal and 
that the Board conduct periodic public hearings and require an annual public report that 
evaluates how well the transition is proceeding, especially as it relates to agnculture. 

We suggest that the report be organized generally as follows: 

1. Genera] Overview. 

This section would describe actions taken during the year, with compiirisons between 
plans and accomplishments. It would focus on management and operations, including the 
integration of each railroad with the Conrail facilities (including computers, personnel, 
etc.). 

IL Service. 

This section would focus on the new routes proposed by each carrier, and describe in 
detail whether each is operational, the new services provided and rate changes for 
selected commodities (grain and oilseeds, especially) relative to those of a histoncal base 
period, for example. 1995-97. Also, the degree to which expected equipment utilization 
is realized should be described relative to the baseline penod. 

III. i)perating Savings and Other Cost Reductions. 

This section would give a thorough review of the effect on customers resulting from 
abandoned lines, changed scheduling patterns, and other changes in equipment and 
services to create savings in operating costs. Also for each camer, the report would cover 
to what degree these have been realized relative to those expected, and relative to the 
baseline period. 

IV. Increa.sed Competition. 

Using selected measures, how competitive is the nevv system relativ to expectations, and 
relative to ihe baseline period' This should be descnbed in terms ci tonnage by selected 
routes, especially relative to the baseline period and all changes in pnce structure for 
agriculture shipments. 



V. Other Impacts. 

This section would include descriptions of changes in specific c'laracteristics of the 
svstem. and compare current operations relative to the ba.seline for (among others): 

single-line operations; 
new and improved routes; 
serv ice reliability; 
equipment utilization and availability; 
terminal delays; and 
capital investment. 

VII. Increased Services for Agriculture. 

The parties to the merger claim a number of expected, specific benefits to agriculture. 
This section would focus specifically on the extent to which these have been 
accomplished, including: 

• Improved management of. and greater investment in. hopper cars, unit trains and 
other types of large-scale agricultural services (including greater availability of 
cars and unit trains); 

• Better ;iccess to key processing facilities, including feed mills, oilseed processing 
plants and grain elevators; and 

• Better rail access at stable or declining costs. 

VII. Conclusions. 

We believe greater Board oversight and the proposed report prepared annually, would serve to 
build farmer and agribusiness confidence in the merger progress and growth of the national 
transportation system, as wdl as the effectiveness of the Board's willingness to senously address 
the concems of the nation s largest business - agriculture. 

Thank you very much for your consideration of our comments. We look forward to working 
with you in the future on issues. 

Sincerely, 

Richard W. Newpher 
Executive Direcior 
Washineion Office 
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