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November 17, 1997 

Hon. Vemon A. Williams 
Office of the Secretary 
Case Control Branch 
ATTN: STB Finance Docket No. 33388 
Surfoce Transportation Board 
1925 K Street, N.W. 
Washington, D.C. 20123-0001 

Re: CSX Corporation and CSX Transportation Inc., Norfolk Southem 
Corporation and Norfotk Southem Railway Company - Control and 
Operating Leases/Agreements - Conrail Inc. and Consolidated Rail 
Corporation. Finance Docket No. 33388 

Dear Sir: 

Enclosed are an original and twenty-f!-'e (25) copies of the Reply of New York City 
Economic Development Corjjoration in Opposition to CSX's and NS's Motion to Treat 
Various Responsive Applications as Comments. Protests or Requests for Conditions 
(NYC-12) for filing in the above-referenced proceeding. An additional copy is enclosed 
for file stamp and retum with our messenger. Please note that a copy of this filing is 
also enclosed on a 3.5-inch diskette 'n WordPerfect 5.1 format. 

Charles A. Sp: 

Enclosure 

cc: The Honorable Jacob Leventhal 
All Parties of Record 
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Before The 
SURFACE TRANSPORTATION BOARD _ 

Washington. D.C. '7^'larjf7<7'^7 

•:7'm Finance Docket No. 33388 .^y . 

^-^M"'' 
CSX Corporation and CSX Transportation Inc .̂-̂ r̂  ^Wfivy 

Norfolk Southem Corporation and ^ 
Norfolk Southem Railway Company ^ ^ ^ ^ T T T ^ T A 

- Control and Operating Leases/Agreements -
Conrail Inc. and Consolidated Rail Corporation REPLY OP NEW YORK CITY ECONOMIC 

DEVELOPMENT CORPORATION IN OPPOSITION TO CSX'S 
AND NS'S MOTION TO TREAT VARIOUS RESPONSIVE APPLICATIONS 

AS COBiIMENTS, PROTESTS OR REQUESTS POR CONDITIONS 

In accordance with Decisions Nos. 12 and 13 in this proceeding, the New York 

City Economic Development Corporation ("NYCEDC"), by and through its undersigned 

counsel, rephes in opposition to the Motion of Applicants CSX Corporation and CSX 

Transportation, Inc. (collectively, "CSX") and Norfolk Southem Corporation and Norfolk 

Southem Railway Company (collectively, "NS") to Treat Various Responsive 

Applications as Conunents, Protests or Requests for Conditions (CSX/NS-148) 

("Motion").̂ * 

On June 2. 1997, NYCEDC filed a Notice of Intent to Participate in this 

Proceeding (NYC-1). On August 22. 1997. NYCEDC filed a Description of Responsive 

' Due to an inadvertent numbering error, NYC has previously tw ce used the 
numbers NYC-10 and NYC-11 to identify docvmients. NYC resumes proper lumbering 
here with NYC-12. 

' Because the Motion was served by mall, Dennis Lyon, counsel for CSX has 
indicated that Applicants will not oppose a filing today, after the time for filing 
described in Decisions Nos. 12 and 13 has technically expired. 

P54986.I 



Application (NYC-2). Also on August 22,1997. NYCEDC filed a Petition for Waiver and 

Clarification of Railroad Consolidation Procedures (NYC-3). On September 17,1997. tht 

Board granted NYCEDC's Petition for Waiver. Deci Jon No. 33. Neither CSX nor NS 

raised any objection to or sought reconsideration of the agency's determination. 

Subsequently, on September 25. 1997. NYCEDC sought clarification of the Board's 

Order granting its Petition for Waivers (NYC-6). Again. Applicants remained silent. On 

October 1. 1997. the Board granted NYCEDC's requests. Decision No. 40. 

On October 1. 1997, NYCEDC submitted the Verified Statement of Shirley Jaffe 

conceming Environmental and Historical Reporting Requirements (NYC-7). This filing 

was only required of parties plaiming to submit responsive applications. Again, neither 

CSX nor NS objected to NYCEDC proceeding as a responsive applicant. 

NYCEDC opposes the Motion in all respects. The Motion is vmtimely - it follows 

by too much time an array of filings by NYCEDC, all in conformity with the procedural 

schedule established by the STB in this proceeding, that makes clear NYCEDC's intent 

to seek relisf in the form of a responsive application. Moreover, it entirely and 

completely disregards substantial STB precedent that permits entities other than rail 

carriers tn file responsive applications. NYCEDC adopts by reference, and fully 

supports, the positions set forth by the State of New York in its Reply in Opposition to 

the Motion (NYS-14). For all the reasons set forth therein, and in NYCEDC's previous 
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filings in this Proceeding, CSX's and NS's Motion to Treat Various Responsive 

AppUcations as Comments. Protests or Requests for Conditions should be denied. 

Dated: November 17. 1997 Respectfully submitted. 

Charles A. Spit 
Rachel Danish Campbell 
Jamie P. Rennert 
HOPKINS & SUTTER 
888 Sixteenth Street, NW 
Washington, D.C. 20006 
(202) 835-8000 

Cotmsel for the New York City 
Ek̂ onomic Development Corporation 
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CERTIFICATE OF SERVICE 

I hereby certify that on November 17,1997. a copy of the foregoing Reply 

of New York City Economic Development Corporation in Opposition to CSX's and NS's 

Motion to Treat Various Responsive Applications as Comments. Protests or Requests 

for Conditions (NYC-12) was serve-'' by hand delivery upon the following: 

The Honorable Jacob Leventhal 
Administrative Law Judge 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Suite 1 IF 
Washington. D.C. 20426 

John M. Naimes 
Skadden, Arps. Slate. Meagher 

& Fiom L.L.P. 
1440 New York Avenue. N.W. 
Washington. D.C. 20005-2111 

Samuel M. Sipe, Jr. 
Steptoe & Johnson L.L.P. 
1330 Cormecticut Avenue. N.W. 
Washington. D.C. 20036-1795 

Richard A. Allen 
John V. Edwards 
Zuckert, Scoutt * 
888 Seventee 
Suite 600 
Washington. D.c 

s'̂ nberger. L.L.P. 
N.W. 

J6-3939 

Dennis G. Lyons 
Drew A. Harker 
Amold & Porter 
555 12th Street. N.W. 
Washington. D.C. 20004-1202 

Paul A. Cimningham 
Harkins Cimningham 
1300 Nineteenth Street. N.W. 
Suite 600 
Washington. D.C. 20036 

and by first class mail, postage pre-paid upon all other Parties of Record in this 

proceeding. 

Rachel E>anish Campb 

PS4086-t 
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INTERNATIONAL UNION 

AFL CIO. ac 

LEGAL DEPARTMENT 

ROBERT A. SCARDELLETTI 

MITCHELL M. KRAUS 

CHRISTOPHER J. TUttY 

November 17, 199' 

VIA HAND DELIVERY 

Mr. Vernon A. Williams, Secretary 
Case Control Branch 
ATTN: STB Finance Docket No. 33 3 88 
Surface Transportation Board 
1925 K Street, NW 
Washington, DC 20423-0001 

Re: Finance Docket No. 33388, CSX Corporation and CSX 
Transportation, Inc., Norfolk Southern Corporation 
and Norfolk Southern Railway Company -- Control and 
Operating Leases/Agreen.=nts -- Conrail Inc. and 
Consolidated Rail Corporation 

Dear Mr. Williams: 

Enclosed please f i n d an o r i g i n a l and twenty-five copies of 
Errata Sheet to the V e r i f i e d Statement of Richard A. Johnson (TCU-
9) submitted with the Transportation• Communications I n t e r n a t i o r i a l 
Union's Comments to Proposed Railroad Control and Operating 
Leases/Agreements Application (TCU-6/ i n the above-captioned 
matter. 

Thank you f o r your a t t e n t i o n to t h i s matter. 

Very t r u l y yours. 

AdMI/t7^ 
M i t c h e l l M. Kraus 
General Counsel 

MMK:fm 
Enclosure 
CC: The Honorable Jacob Leventhal 

A l l Parties of Record (per Service L i s t ) 

: Secretary 

•I0V17I997 
Partof 
Public Record 

3 Research Place • Rockville, MD 20850 • f30?J 948-4910 • FAX (30Jj 330-7662 
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ERRATA SHEET ' / / /pp̂  ^ 

The following two paragraphs on pages 4 and 5 of the Verd^md^ / 

Statement of Richard A. Johnson i n t h i s matter should r^ad^'_^x;<^ 

follows; 

Seniority D i s t r i c t s - NS maintains that applying the 

N&W agreement with i t s point s e n i o r i t y system w i l l be 

more e f f i c i e n t than the current Conrail s e n i o r i t y system 

which encompasses nineteen separate geographic s e n i o r i t y 

d i s t r i c t s . NS indicates that the s e n i o r i t y system 

commonly used i n the industry i s that of point s e n i o r i t y 

and that the s e n i o r i t y system on Conrail i s unique.* 

The Conrail s e n i o r i t y system r e f l e c t s the 

complicated h i s t o r y of that c a r r i e r . Without describing 

that system i n d e t a i l herein, i t should be noted that 

employees o r i g i n a l l y hired by Conrail's predecessors have 

d i s t r i c t s e n i o r i t y , and i n addition they enjoy p r i o r 

r i g h t s to jobs on the predecessor c a r r i e r lines on which 

they f i r s t established s e n i o r i t y . The p r i o r r i g h t system 

was established because employees represented by BRC had 

to complete a four year apprenticeship program before 

establishing s e n i o r i t y , while TWU-represented carmen 

established s e n i o r i t y t h i r t y days a f t e r date of h i r e . 

Imposing a point system on the p r e - A p r i l 1, 1976, hires 

w i l l cause great inequity w i t h no apparent savings 

because of the r e s u l t i n g loss of p r i o r r i g h t s e n i o r i t y . 

'"Deposition of R. Spenski, September 2, 1997, pp. 88-89, 
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CERTIFICATE OF SERVICE 

I hereby c e r t i f y that on t h i s 17th day of November, 1997, the 

Errata Sheet t o the V e r i f i e d Statement of Richard A. Johnson (TCU-

9) submitted with the Transportation-Communications I n t e r n a t i o n a l 

Union's Comments to Proposed Railroad Control and Operating 

Leases/Agreements Application (TCU-6) was served by f i r s t - c l a s s 

mail, postage prepaid, on a l l Parties of Record i n the above-

captioned matter and upon Adm.-* n i s t r a t i v e Law Judge Jacob Leventhal. 

7HM7 ^ 
M i t c h e l l M. Kraus 
General Counsel 
Transportation•Communications 
Int e r n a t i o n a l Union 

3 Research Place 
Rockville, MD 20850 
(301) 948-4910 

Dated: November 17, 1997 
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Seniority D i s t r i c t s - NS maintains that applying the 

NiW agreement with i t s point s e n i o r i t y system w i l l be 

more e f f i c i e n t than the current Conrail s e n i o r i t y system 

which encompasses nineteen separate geographic s e n i o r i t y 

d i s t r i c t s . NS indicates that the s e n i o r i t y system 

commonly used i n the industry i s that of point s e n i o r i t y 

and that the s e n i o r i t y system on Conrail i s unique.* 

The Conrail s e n i o r i t y system r e f l e c t s the 

complicated hi s t o r y of that c a r r i e r . Without describing 

that system m d e t a i l herein, i t should be noted that 

employees o r i g i n a l l y hired by Conrail's predecessors have 

d i s t r i c t s e n i o r i t y , and i n addition they enjoy p r i o r 

r i g h t s to jobs on the predecessor c a r r i e r l i n e s on which 
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CERTIFICATE OF SERVICE 

I hereby c e r t i f y t h a t on t h i s 17th day of November, 1997, the 

E r r a t a Sheet t o the V e r i f i e d Statement of Richard A. Johnson (TCU-

9) submitted w i t h the T r a n s p o r t a t i o n Co.Timunications I n t e r n a t i o n a l 

Union's Comments t o Proposed R a i l r o a d C ontrol and Operating 

Leases/Agreements A p p l i c a t i o n (TCU-6) was served by f i r s t - c l a s s 

m a i l , postage prepaid, on a l l P a r t i e s of Record i n we-

captioned matter and upon A d m i n i s t r a t i v e Law Judge Jacob a l . 

M i t c h e l l M. Kraus 
General Counsel 
Transportation•Communications 
I n t e r n a t i o n a l Union 

3 Research Piace 
R o c k v i l l e , MD 20850 
(301) 948-4910 

Dated: November 17, 1997 
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November 14, 1997 

BY IIAND DELIVERY 

The Honorable Vernon A. Williams 
Secretary 
Surface Transportation Board 
Case Control Branch 
ATTN: STB Finance Docket 33388 
1925 K Street, N.W. 
Washington, D.C. 20423-0001 

Re: 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: 

Enclosed for f i l i n g i n the above-referenced proceeding, 
please f i n d the o r i g i n a l and twenty-five (25) copies of the Reply 
of The State of New York i n Opposition to CSX's and NS' Motion to 
Treat Various Responsive Applications as Comments, Protests or 
Requests f o r Conditions (NYS-14). In accordance with the Board's 
p r i o r order, we have enclosed a Wordperfect 5.1 di s k e t t e 
containing t h i s f i l i n g . 

We also have included an extra copy of the Reply. 
Kindly indicate receipt and f i l i n g by time-stamping the copy and 
returning i t with our messenger. 

Sincerely, 

Kelvin JT Dowd 
An Attorney f o r 
The State of New York 

Oi';'';""' •'! '-i: Sacretary 

KJD:cef 
Enclosures 

NOV t 71997 

Public Prcord •1\ 
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1 r ' V i f l O ' 

BEFORE THE 
sIl̂ lRFACE TRANSPORTATION BOARD 

I 
CSX CORPORATiON AND CSX 
TRANSPORTATION, INC. AND NORFOLK 
SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY 
COMPANY — CONTROL AND OPERATING 
LEASES/AGREEMENTS -- CONRAIL INC. 
AND CONSOLIDATED RAIL CORPORATION 

Finance Docket 

REPLY OF 
THE STATE OF NEW YORK 

IN OPPOSITION TO CSX'S AND 
NS' MOTION TO TREAT VARIOUS 

RESPONSIVE APPLICATIONS AS COMMENTS, 
PROTESTS OR REOUESTS FOR CONDITIONS 

On November 10, 1997, Applicants CSX and NŜ  f i l e d a 

"Motion to Treat Various Responsive Applications As Comments, 

Protests or Requests f o r Conditions" (CSX/NS-148) ("Motion"). 

Among the targets of the Motion i s the October 21, 1997 J o i n t 

Responsive Application of the State of New York and the New York 

City Economic Development Corporation (Finance Docket No. 33388 

(Sub-No. 69)) (NYS-ll/NYC-10). 

In accordance with Decision Nos. 12 and 13 i n t h i s 

proceeding, the State of New York, acting by and through i t s 

Department of Transportation ("New York"), hereby re p l i e s i n 

'"CSX" refers c o l l e c t i v e l y to CSX Corporation and CSX 
Transportation, Inc. "NS" refers c o l l e c t i v e l y to Norfolk Southern 
Corporation and Norfolk Southern Railway Company. 



opposition to the Motion. As set f o r t h below, the Motion i s an 

untimely, umneritorious and transparent attempt to secure a 

procedural advantage by denying Nev.* York the r i g h t to close the 

evidentiary record on i t s own application f o r a f f i r m a t i v e r e l i e f . 

I t should be denied. 

I 

THE MOTION IS UNTIMELY 

On August 22, 1997, i n compliance with the governing 

procedural schedule. New York f i l e d a Description of Anticipated 

Responsive Application (NYS-3). This pleading served as notice 

to CSX, NS and a l l other parties of New York's i n t e n t to submit a 

responsive a p p l i c a t i o n , and the s p e c i f i c r e l i e f that would be 

sought.^ CSX and NS raised no objection. 

Also on August 22, 1997, New York f i l e d a P e t i t i o n f o r 

Waiver oi" ce r t a i n regulatory requirements imposed by 4 9 C.F.R. 

Part 1180, i n connection with i t s responsive a p p l i c a t i o n . While 

CSX and NS opposed a s i m i l a r p e t i t i o n f i l e d by another party,^ 

they were s i l e n t as to New York. 

On September 11, 1997, the Board granted New York's 

P e t i t i o n f or Waiver. Noting that "NYS anticipates f i l i n g a 

responsi-e application seeking trackage r i g h t s on behalf of a 

^The trackage r i g h t s described i n NYS-3 were i n a l l meaningful 
rest-ects i d e n t i c a l to those formally requested i n the Joint 
Responsive Application. 

Ŝee Applicants' Re..lv In Opposition to Canadian Pacific 
Parties' Request (CSX/NS-59), f i l e d September 2, 1997. 
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t h i r d - p a r t y c a r r i e r , " ' the Board found: 

The waiver requests respecting 
"applicant c a r r i e r s " are reasonable and we 
w i l l grant them as we have done i n previous 
merger proceedings. We believe that 
provision of such information wculd be 
burdensome to pet i t i o n e r s [ i n c l i d i n g NYS] and 
is not necessary for a proper ev.-'luation of 
t h e i r responsive applications. Mcreover, 
s u f f i c i e n t data f o r the primary applicants 
should be available i n the primary 
ap p l i c a t i o n . 

I f we approve the primary a p p l i c a t i o n 
and condition our approval thereof by 
granting any or a l l of the responsive 
applications to be f i l e d by KGC, NYS and 
NYSEG, that approval w i l l amount to a 
requirement that applicants allow a c a r r i e r 
designated by KGC, NYS, or NYSEG to conduct 
the authorized trackage r i g h t s operations. 

Decision No. 29, at 3. Neither CSX nor NS raised any objection 

to or sought reconsideration of the agency's determinations. 

On October 1, 1997, i n compliance with Decision No. 29, 

New York submitted the V e r i f i e d Statement of James A. Utermark, 

addressing New York's q u a l i f i c a t i o n f o r an exemption from the 

environmental reporting requirements of 49 C.F.R. Part 1105. 

Such a f i l i n g was only required of parties planning to submit 

responsive applications. Again, neither CSX nor NS objected to 

New York proceeding as a responsive applicant. 

The subject Motion does not challenge New York's J o i n t 

Responsive Application based on the substantive merits of that 

Application, per se. Rather, CSX and NS complain that New York 

and the other parties targeted by the Motion "are not r a i l 

'^Decision No. 29, at 2. 
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c a r r i e r s and do not seek a u t h o r i t y from the Board to act on t h e i r 

own behalf and, therefore, the conditions they request are not 

properly the subject of a responsive a p p l i c a t i o n . " Motion, at 2. 

However, CSX and NS nave known f o r nearly three (3) months that 

New York i s not a r a i l c a r r i e r , and that i t does not seek 

trackage r i g h t s on i t s own behalf. During that time, three (3) 

public f i l i n g s by New York and a formal Board decision presented 

CSX and NS w i t h the f a c t of New York's status as a responsible 

applicant. Time and again, CSX and NS remained s i l e n t , and 

allowed the proceedings to continue apace. New York r e s p e c t f u l l y 

submits that i t i s now too l a t e f o r them to change course. 

From i t s inception, t h i s proceeding has been 

chai-acterized by orderly expedition, with a l l parties operating 

under guidelines which, i n t e r a l i a , require the timely assertion 

of claims and objections. See, e.g.. Decision No. 10, served 

June 27, 1997 at 7. Indeed, on two (2) occasions the Board has 

admonished Applicants f o r belated arguments that could and should 

have been raised e a r l i e r , and precluded t h e i r assertion. See 

Decision No. 32, served September 12, 1997 at 2; Decision No. 34, 

served September 18, 1997 at 2. In t h i s instance, CSX and NS 

could have raised t h e i r challenge to New York's r i g h t to pursue a 

responsive a p p l i c a t i o n nearly three (3) months ago, well before 

New York's October 21 f i l i n g deadline. Not only did they f a i l to 

do so, they continued to maintain t h e i r silence i n the face of 

three (3) New York f i l i n g s and a Board decision that d i r e c t l y 

presented the issue. Wholly apart from the merits of the CSX-NS 

-4-



Motion -- which as shown below are non-existent — the pleading 

i s inexcusably untimely ana should be denied. Cf. Midwestern 

Rail Properties, Inc. -- Purchase (Portion^ — Chicago, Rock 

Island and Pa c i f i c Railroad Companv, 366 ICC 915, 922 (1983). 

I I 

THE MOTION IS WITHOUT LEGAL MERIT 

The Board's regulations governing r a i l r o a d c o n t r o l 

proceedings c l e a r l y define a responsive application as one 

seeking " a f f i r m a t i v e r e l i e f e i t h e r as a condition to or i n l i e u 

of the approval of the primary app l i c a t i o n , " including requests 

for "trackage r i g h t s , purchases,... etc.". 49 C.F.R. Part 

1180.3(h). Nothing i n these rules r e s t r i c t s responsive 

applications f o r trackage r i g h t s to r a i l c a r r i e r s , or to a party 

that "seeks a u t h o r i t y for i t s e l f to act...." Motion, at 5 

(emphasis i n o r i g i n a l ) . ^ Indeed, the a b i l i t y of non-carrier 

parties such as New York to seek the p r e s c r i p t i o n of trackage 

r i g h t s i n favor of a nominee i s well-established both w i t h i n and 

without the r a i l merger/control context. See Finance Docket No. 

32760, Union Pac i f i c Corp.. Et A l . Control and Merger — 

Southern P a c i f i c Rail Corp.. Et A l . . Decision No. 44, served 

August 6, 1996 at 232-233; Finance Docket No. 32549, Burlington 

Northern Inc.. Et A l . Control and Merger -- Santa Fe P a c i f i c 

Corp.. Et A l . . Decision No. 38, served August 23, 1995 at 26 

In t h e i r Motion, CSX and NS claim that t h i s l i m i t a t i o n i s 
"generally assumed." Motion at 5. However, they c i t e no a u t h o r i t y 
for t h i s assumption, and there i s none. 
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n.34; C i t v of Milwaukee v. Chicago & North Western Railwav, 279 

ICC 521, 526 (1950). See also United States v. New York Central 

Railroad, 272 U.S. 457 (1926). New York's Responsive Application 

f a l l s squarely w i t h i n these rules and precedents. 

In t h e i r Motion, CSX and NS acknowledge that governing 

precedent supports New York's r i g h t to proceed as a responsive 

applicant. However, they assert that "confusion" a r i s i n g from 

these precedents requires the Board to r e v i s i t and overrule them. 

Motion, at 3. According to the movants, allowing New York to 

pursue a responsive application would r e s u l t i n "administrative 

d u p l i c a t i o n and i n e f f i c i e n c y " (Motion, at 7-''), and would be 

"unfair" to pa r t i e s that elected to f i l e comments. I d . at 8-10. 

Neither claim has any merit. 

The movants' " i n e f f i c i e n c y " argument i s focused on the 

p o s s i b i l i t y that a "follow-up proceeding" might be necessary i f 

the Board decides to grant New York's app l i c a t i o n , but cannot 

resolve operational or other p o t e n t i a l issues u n t i l a f t e r the 

c a r r i e r that would exercise the requested trackage r i g h t s i s 

i d e n t i f i e d . See Decision No. 29, supra. However, follow-up 

proceedings concerninq a granted responsive application i n a 

major r a i l r o a d control case are hardly rare," and the Board's 

e a r l i e r r u l i n g s confirming the r i g h t s of non-carrier responsive 

applicants were made with f u l l awareness of the p o s s i b i l i t y . 

*See, e.g. Finance Docket No. 32760, supra. Decision No. 57, 
served November 20, 1996 at 7-8; Decision No. 47, served September 
10, 1996 at 12-14; Finance Docket No.32549, supra. Decision No. 40, 
served September 21, 1995 at 2-10. 
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Moreover, the prospect that such proceedings might be needed 

a f t e r the Board's f i n a l decision^ i f CSX raises objections to 

New York's selected trackage r i g h t s operator, provides no basis 

to deprive New York of i t s r i g h t to f i l e r e b u t t a l evidence i n 

support of i t s application before the Board's decision i s made. 

Such a deprivation, of coursf, i s the obvious motivation bi^hind 

the Motion. 

The movants' belated concern for "fairness" to other 

parties that chose to proceed through the comments medium 

likewise rings hollow.® Certainly since the BN-Santa Fe 

proceedings, prospective p a r t i c i p a n t s i n r a i l r o a d control cases 

have been on notice that a request f o r trackage r i g h t s promoted 

through comments does not carry a r i g h t to submit r e b u t t a l 

evidence: 

[T]he absence of a provision i n the 
procedural schedule allowing r e b u t t a l f i l i n g s 
by parties requesting conditions that are not 
i n the form of responsive applications was 
not the .'•esult of Commission oversight. 

The r e l i e f responsive applicants seek i s 
d i f f e r e n t from the r e l i e f that parties simply 
requesting conditions seek. T r a d i t i o n a l l y , 

' i f any presumption i s warranted, i t i s that follow-up f i l i n g s 
w i l l not be necessary. In granting New York's p e t i t i o n seeking 
waiver of many of the same data submission requirements to which 
CSX and NS now r e f e r (Motion, at 8), the Board agreed that 
r e q u i r i n g New York to prepare and f i l e such information 'is not 
necessary for a proper evaluation of [ i t s ] responsive 
a p p l i c a t i o n [ ] . " Decision No. 29, supra at 3. 

^Notably, none of the unnamed commentors whose cause CSX and 
NS purport to champion have raised any objection to New York's 
status as a responsive applicant. 
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applicants, whether they are primary or 
responsive applicants, have the r i g h t to 
close the evidentiary record on t h e i r case. 
Therefore, responsive applicants can answer 
arguments made i n opposition to t h e i r 
a p p l i c a t i o n i n r e b u t t a l f i l i n g s . Parties 
seeking conditions, on the other hand, "ome 
to the Commission as part of and i n 
opposition to the primary a p p l i c a t i o n , and 
the primary applicants respond to those 
parties i n t h e i r r e b u t t a l i n support of the 
primary a p p l i c a t i o n . 

Finance Docket No. 32549, supra. Decision No. 16, served A p r i l 

20, 1995 at 11. 

With the regulatory landscape so p l a i n l y marked, no 

l e g i t i m a t e claim of unfairness can arise where one party complies 

with the more rigorous and costly regulatory requirements that 

attend responsive applications — and se:: ires a r i g h t of r e b u t t a l 

— while another knowingly elects the less burdensome and more 

f l e x i b l e comments course, and thereby l i m i t s i t s e l f to a single 

evidentiary f i l i n g . See Finance Docket No. 32760, supra, 

Decision No. 31, served A p r i l 19, 1996 at 3 ("Parties... chose 

t h e i r means of presenting t h e i r arguments with knowledge of the 

r e s t r i c t i o n on r e b u t t a l f i l i n g s . " ) . 

F i n a l l y , CSX and NS assert that New York's concurrent 

request f o r confirmation that 49 U.S.C. §11321(a) would override 

any erstwhile l i m i t s on Metro-North's contractual r i g h t s that 

might impede im.plementation of New York's responsive r e l i e f , i s 

outside the scope of a responi^ive application. Motion, at 10. 

New York's r a i s i n g of the issue i s e n t i r e l y consistent with CSX's 

and NS' own treatment of the same issue i n t h e i r Primary 

-8-



Application. See Volume 1 at 91-92. Any objection on t h e i r 

p a r t , therefore, i s unfounded. 

For a l l the reasons set f o r t h herein, CSX's and NS' 

Kotion to Treat Various Responsive Applications As Comments, 

Protests or Requests f o r Conditions should be denied. 

OF COUNSEL: 

Slover & Loftus 
1224 Seventeenth Street, NW. 
Washington, D.C. 20036 

Dated: November 14, 19 97 

Respectfully submitted, 

THE STATE OF NEW YORK BY AND 
THROUGH ITS DEPARTMENT OF 
TRANSPORTATION 

By: Dennis C. Vacco 
Attorney General of the 

State of New York 
Stephen D. Houck 

Assistant Attorney General 
George R. Mesires 

Assistant Attorney General 
120 Broadway, Suite 2601 
New York, New York 10271 

William L. Slover^^*o 
Kelvin J. Dowd y C 
Jean M. Cunningham 
Slover & Loftus 
1224 Seventeenth Street, N.W. 
Washington, D.C. 20036 
(202) 347-7170 

Attorneys and Practi t i o n e r s 

-9-



CERTIFICATE OF SERVICE 

I c e r t i f y that I have t h i s 14th day of November, 1997, 

served copies of the foregoing Reply of the State of New York i n 

Opposition to CSX's and NS' Motion to Treat Various Responsive 

Applications as Comments, Protests or Requests f o r Conditions 

(NYS-14) upon a l l parties l i s t e d on the Restricted Service L i s t 

i n t h i s proceeding by telefax and upon a l l other parties of 

record i n t h i s proceeding by f i r s t class United States mail, 

postage prepaid. 

Kelvin J.̂ -©6wd 
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Eight Iffote Rail Preservotion Group 
J . NALDOCX 107 GRMTT COURT, OLEAN. NY 14760 (716) 372-0854 

AX TO: Surface Transportation Board 202-565-'nt l b - 9 0 l U -
^ IATE: October 21, 1997 ^ ^ 
'iMOM:- Jeanne Waldock, President and Spokesperson Eight StatesRPG --r^' 

\ ' \ S j i S i ^ ' l s Unda J. Morgan, Chairman, Dennis Watson, or Nancy Beiter, Cong. Affairs 
S u r f a c e Transportation Board 

rT7 TTl925 K Street, NW COMMENTS 
~~ Washington, D C 20423-0001 Re: Finance Docket No 33388 

The largest increases in train traffic on the east-west, northeastern corndors will 
be occuring in the States of Ohio, NY, and PA, with bottlenecks in Cleveland, 
Buffalo and Pittsburgh. Therefore, may we suggest that Conrail's former Erie-
Lackawanna be kept open at least from Akron, OH, Meadville, PA, Jamestown, 
N Y , to the Port of New York/New Jersey to lessen congestion, and help provide 
better service and less complaints to you from industry and businesses. 

Besides saving industries that rails serve, jobs saved, and headaches for you, if 
another middle, east-west railroad is preserved for competition, you will preserve 
railroads rather than have doubles and triples rum our roads. Amencan Assn. of 
State Highway Officials gave evidence that the primary cause of pavement 
dama9e increased exponentially (as a 4th power) as axle weight was increased. 
The heaviest trucks with most weight on their axles cost us most road damage. 

1 Railroads steel wheels on steels rails move with at least 4-times less friction 
than truck/car tires on cement or mcadam Perhaps, as much as 10-times less. 
Less friction for locomotion needs less fuel (oil) therefore, railroads use less fuel. 
Oak Ridge says highways consume 72% of U.S.energy, railroads less than 20%. 

2 U.S. was. responsible for more than 1/4 of world s petroleum consumption in 
1990. Much U.S. energy-dependency comes from war-prone Persian Gulf. (OR) 

3 Greater greenhouse gas emissions from cars/trucks have been claimed to 
change our climate by 2500 climate scientists (President Clinton NYT 6-29-97) 

4 The ECONOMIST, 5-10-97, in its Coming Car Crash'states "Over-capacity 
(cars/trucks) will have nsen from 18m vehicles to 22m units—equivalent to 80 of 
the world's 630 car assembly factories standing idle by year 2000." 

Ms Morgan, for these and many more reasons, it would seem that not just two, 
but three northeast, east-west through-railroads will be needed in the future for 
competition, for our country's less dependence on Persian Gulf oil, and for our 
great need for better competitive modes of transportation We do appreciate 
your consideration for preserving Conrail's former ' —'—-^nri l ri—r^i|ii?|||^ 

Offic« of the Sacrotary 
(25 copies plus original will be sent overnight to arrive the 22nd) 

HOV 1 7 W7 
r r - l Partof 
[ 5 j Public Record 
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Busy cities 
These cities are on rail routes 
that would experience some of 
the largest increases in train 
traffic If Conrail breakup plan 
devised by Norfolk Southern 
Corp. and CSX Corp. passes 
regulatory muster. 

Wheelifig; 

* Towns 
Increase 
per day 

OOliioraiihot spots 

— CSXT 
— Norfolk Southem 
— Conrail 

KENTUCKY 

Deshler -1-40 trains 

Fostoria -1-31 trains 

Bucyrus +16 trains 

Vermilion -1-21 trains 

Berea +40 trains 

TQM LYNN/ The Journal of Commerce 
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Eigitt Itate Hail Preservation Group 
J . UALOOCK 107 eRANT COURT. OLE/W, NY 14760 (716) 372-0854 

FROM Jeanne Waldock, President and Spokesperson Eight S^RPG 

MS Linda J. Morgan, Chairman, Dennis Watson, or Nancy Beiter, Cong. Affairs 

Surface Transportation Board COMMENTS 

ThP iaraest increases in train traffic on the east-west, northeastern corridors will 
L o S g " n t̂ ^̂ ^̂ ^̂ ^̂  of Ohio, NY, and PA, with bottlenecks -n Cleveland, 
Buffalo and'pittsburgh. Therefore, may we suggest ^h^^ .^^^^^^ 
Lackawanna be kept open at least from Akron, OH, Meadville, P^, Jamestown^ 
N Y toihe Port of New York/New Jersey.to lessen congestion, and help provide 
better service and less complaints to you from industry and businesses 

Besides saving industnes that rails serve, save jobs, and headaches for you. if 
ano her ^ d i l e , east-west railroad is preserved for competition, you w.H presence 
railroads rather than have doubles and tnples rum our roads. American Assn of 
State Highway Officials gav. evidence that the pnmary cause of pavement 
dlr^age increased exponentially (as a 4th power) as axle weight was increased, 
f h rhea res t trucks wUh most weight on their axles cost us most road damage. 

1 Ra.lroads steel wheels on steels rails move with at 'east 4-t,mes 'e^s M o n 
than truck/car tires on cement or mcadam. Perhaps, as much as 10-times less. 
Less fncion for locomotion needs less fuel( oil), therefore, railroads use less fuel 
Oak R?dge says highways consume 72% of U.S energy, railroads less than 20%. 

2 US was responsible for more than 1/4 of worlds petroleur^ consumption 1̂ ^ 
1990 Much U S energy-dependency comes from war-prone Persian Gulf. (OR) 

3 Greater greenhouse gas emissions from cars/trucks have been claimed to 
change our climate by 2500 climate scientists (President Clinton NYT 6-29-97) 

4 The ECONOMIST, 5-10-97, in its Coming Car Crash'states, "Over-capacity 
(cars/trucks) will have nsen from 18m vehicles to 22m units--equivalent to 80 of 
the world's 630 car assembly factones standing idle by year 2000. 

Ms Morgan for these and many more reasons, it would seem that not just two, 
but treenortheast, east-west through .ailroadswillbe needed^ 
competition, for our country's less dependence on Persian Gu f oil, and for our 
q?eat need for better competitive modes of transportation We do appreciate 
y ^ r conskieration for preserving Conrail's former Ene-Lackawanna competition. 

(25 copies plus onginal nave been sent overnight to arrive the 22nd) 
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Busy cities 
These cities are on rail routes 
that would experience some ot 
the largest increases in train 
traffic if Conrail breakup plan 
devised by Norfolk Southern 
Corp. and CSX Corp. passes 
regulatory muster. 

Towns 
Increase 
per day 

(i) Cincinnati 
Q Ohio rail hot spots 
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L STANLtY CXANI 
CHAIRMAN ANO 
CHIEF EXECUTIVE 

OFflCEK 

o 

October 12, 1982 

o 

Mr. W.C. Hennessey 
Commissioner 
NYS Departi-nent of Transportation 
1220 Washington Avenue 
Albany, NY 12232 

Dear Mr. Hennessey: 

in response to your question about the 
line west of the New Yorx State oorder, ̂ n the ^er^-ucry 
known as the Southem -^^ r Extension m our agreemen. I 
would l i k e to offer the following. F i r s t of a l l , i t .s ou. 
goal to leave a r c t e n t i a l l y .̂P̂ ^̂ ^̂ V'̂  , 
between the western border ot New 'iorK stat^ and^K^n fo^ j 
p H i H i i r - I ^ i r e r under^ tSrilagree-nent. The loxxowing is a 
dei^HpH'on"^'^arr~terfitory and what we envision for i.. 

1. Between the New Tork State line and Meadville, 
Pe-vnsvIvania, there now is a iou;:ie track signai-ea 
r S S Z d oniv one track of which is being used We are 
planning to leave m place, ..ut not maintain, t h e ^ o n q 
track and signals. ^ 

2. Between Meadville and Shenango the current single track 
TCS system wculd remain unc.-iangec . 

3. Between Shenango and Pymatunmg the current two track 
automatic o_ock signal t e r r i t o r y may oe ccnver-ea tc a 
single track system, either TCS or .\P3. 

4 West cf Pvmatuning, toward .\kron, the signals are m 
disrepair*on this two-track system. We now nave a 
single track svstem, under MES rules, and w i l l retain 
segme'̂ ŝ of the second track at Pymatunmg.. jcnnsons 
(near Lati-rer}, ana Leavittscurg fcr :uture_ use as 
passing s i • .-s. Such a system shoula oe l u i l y capar.e 
of handling siy. through ir e i g n t trains m eacn ̂ ;;e=;icn 
dailv. Ge.p.era-iy. m selecting the tracx to ce re.mc/r-



October 12, 1982 
Page 2 

in double track territory, Conrail will retain the tiack 
over which Conrail currently operates, which is usually 
the track with the higher speed capability or FRA track 
standard. 

Sincerely, 

L. Stanley Crane 
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N E W YORK 

Vk 'ASHIUGTON 

M. BANV 

faOSTON 

D E N V E R 

H A R R I S B U R G 

H A R T F O R D 

J A C K S O N V I L L E 

L E B O E U F . L A M B . G R E E N E & M A C R A E 
L L.P. 

A l . l t . . i TE .n i . A B i L l ^ l P A R T N E R S H I P I N C L U D I N G P R O * ^ t SS I O N AL C O R P O R A T I O N S 

1 8 7 S C O N N E C T I C U T A V E N U E , N.W 

W A S H I N G T O N , DC 2 0 0 0 9 - 5 7 2 8 

iBOgi 9 8 6 e o o o 

TELEX AaOa7A FACSIMILE I 2 0 2 I 9 8 6 BIOB 

W R I T E R S O I R E C T D I A L 

(2021 986-8050 
E-Mail Address: mfmcbrid@llgm.com 

LOS A N G E L E S 

N E W A R K 

P I T T S B U R G H 

P O R T L A N D OR 

SALT LAKE CITY 

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

B R U S S E L S 

M O i i C O W 

A L M A T Y 

L O N D O N 
' A ( . O N O O N - a A S C O 

, O N A L P A « T N C B » M l » t 

November 13, 1997 

VIA HANP PELIVERY 

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

Re: CSX Corporation/Norfolk Southern Corp -- Control and 
I.ea.se.s/Agreement - Conrail: Finance Docket No. 33388 

Dear Secretary Williams: 

It has been brought to ;ny attention that there is a minor transcription error in 
Exhibit 2 (the Verified Statement of Mr. Thomas D. Crowley) to the "Joint Comments. 
Evidence, and Request for Conduions of Atlantic City Electric Company and Indianapolis Power 
& Light Company"(ACE-, et al. 18). Please find enclosed an original and 25 copies of an 
erratum documenting the correction, along with a diskette containing the document in 
WordPerfect 5.1 format. 

We apologize for any confiision. 

Very truly yours, 

Tit..-;...( Ih-TrcJ^^ 
Michael F. McBride 

Attornev for Atlantic Citv Electric Companv and 
Indianapolis Power &. Light Company 

Enclosures 

cc: All Parties on Service List 



ACE, et al.-19 

UNITED STATES OF AMERICA 
DEPARTMENT OF TRANSPORTATION 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 33388 

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

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

ERRATUM TO VERIFIED STATEMENT OF 
THOMAS D. CROWLEY ON BEHALF OF ATLANTIC CITY 

ELECTRIC COMPANY AND INDIANAPOLIS POWER & LIGHT COMPANY 
(ACE, •ET_hlL^-lQ, EXHIBIT 2) 

Atlantic City Electric Company and Indianapolis Power &. 

Light Company ("ACE, et al.") hereby submit t h i s Erratum to the 

V e r i f i e d Statement of Thomas D. Crowley, Exhibit 2 to the "Joint 

Comments, Evidence, and Request for Conditions of A t l a n t i c City 

E l e c t r i c Company and Indianapolis Power Sc Light Company" (ACE, £t 

al.-18). ACE, et a l . submit the following erratum: 

(1) In footnote 17 on page 25 of the Public Version of 

ACE, et a l . Exhibit 2 (and footnote 22 of the Highly Confidential 

version of ACE, et a l . Exhibit 2), s t r i k e "CSX October 16, 1996 

tender o f f e r of $71 per share m u l t i p l i e d by 86.475 m i l l i o n 

shares" and replace with "CSX October 16, 1996 tender o f f e r 



documenting the October 14, 1996 closing share value of $71 per 

share m u l t i p l i e d by 86.475 m i l l i o n shares." 

Respectfully submitted, 

Michael F. McBride 
Bruce W. Neely 
Brenda Durham 
Joseph H. Fagan 
LeBoeuf, Lamb, Greene & MacRae, L.L.P, 
1875 Connecticut Avenue, N.W. 
Suite 1200 
Washington, D.C. 20009-5728 

Attorneys f o r A t l a n t i c Citv 
E l e c t r i c Company and Indianapolis 

November 13, 19 97 Powec & Iiight Company 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 3 3388 

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 

CERTIFICATE OF SERVICE 

t h i s (> day ol I hereby c e r t i f y t h a t I have served t h i s i> day of 

November, 1997 a copy of the for e g o i n g "Erratum t o V e r i f i e d Statement 

of Thomas D. Crowley on Behalf of A t l a n t i c C i t y E l e c t r i c Company and 

I n d i a n a p o l i s Power & L i g h t Company(ACE, et al.-18. E x h i b i t 2 ) , " by 

f i r s t - c l a s s m a i l , postage prepaid, upon a l l p a r t i e s of re c o r d and by 

f a c s i m i l e upon each of the f o l l o w i n g persons: 

John V. Edwards, Esq. 
P a t r i c i a Bruce, Esq. 
Zuckert, Scoutt 

& Rasenberger, L . L . P . 
Brawner B u i l d i n g 
888 17th S t r e e t , N.W. 
Washington, DC 20006-3939 
V I A FACSIMILE 

Drew A. Harker, Esq. 
Susan Cassidy, Esq. 
Arnold & Po r t e r 
555 12th S t r e e t , N.W. 
Washington, DC 20004-1202 
VIA FACSIMILE 

David A. Coburn, Esq. 
Steptoe & Johnson 
1330 Connecticut Avenue, N.W. 
Washington, D.C. 20036 
VIA FACSIMILE 

Gerald P. Norton, Esq. 
Harkins Cunningham 
1300 19th S t r e e t , N.W. 
Su i t e 600 
Washington, D.C. 20036 
V I A FACSIMILE 

Brenda Durham 
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L A W O F F I C E S 

M C F A R L A N D & H E R M A N 
20 NORTH WACKER DRIVE-Sum: 1330 

CHIC AGO. ILLINOIS 60606-2902 

TELEPHONE (312) 236-0704 

FAX (312) 201-9695 

mchermn ® aol. com 

ORIGINAL 

THOMAS F. MCFARLAND. JR 

lmc/arlnd<s> aol, cam 

Vemon A Williams. Secretary 
Surface Transportation Board 
Case Control Unit, Suite 713 
1925 K Street, N W 
Washington, DC 20423-0001 

November?, IQSftv^ 

S T E P H E N C 

. i c h r m n CBP 
HERMAN 

aol.com 

Re: STB Finance Docket No 33388, (^SXCorp. and CSX Tramportation. 
Inc., Norfolk Southern Corp. and Norfolk Soiahern Raihtay Co. - Control 
and Operating I.ea.ses Agreements - Conrad Inc. and Consolidated Rail 
i \>rp. 

Dear Mr Williams 

1 am hereby serving on all parlies of record copies of comments dated October 21, 1997, 
in behalf of Eight State Rail Preservation Group. Those comments were previously filed with the 
Board and were served on counsel for applicants However, the Group's President neglected to 
send copies of the commenis to all parties at the timvV 

By virtue of serving these comments on all parties. Eight State Rail Preservation Group 
intends to citaily il!> i.iaiBnT*(̂ ttJactive par ' 

NOV 1 < 

art I 

El Pariol 
Public Rocxjfd 

JMch klenc.d: vpl.O 592 ilralhl 

cc: Mrs Jeanne Waldock 

of record, represented by undersigned counsel. 

Very truly yours, 

Thomas F McFarland, Jr 
Attorney for Eight State Rad Preservation Group 

CERTIFICATE OF SERVICE 

1 hereby certify that on November 7, 1997,1 served a copy of Comments of Eight State 
Rail Preserv ation Group, dated October 21, 1997, on all parties of record by first-class mail, 
postage prepaid. 

Thomas F McFarland, Jr. 
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NLS-3 

November 10, 1997 

VIA HAND DELIVERY 

Mr Venion A. Williams 
Secretary 
Surface Transportation Board 
1925 K Street, N W 
Washington. D C 20423 

T E L E P H O N E 2 0 2 e 7 9 3 9 3 9 

T E L E X D O M E S T I C 8 9 2 4 1 0 

T E L E X I N T E R N A T I O N A L 6 4 3 6 3 

C A B L E A T T O R N E Y S W A S H I N G T O N 

F A C S I M I L E 2 0 2 7 3 7 2 8 3 2 

W R I T E R S D I R E C T N U M B E R 

(202) 879-7629 

Re STB Finance Docket No 33388 

Dear Mr Williams 

National Lime & Stone Company (National) hereby submits an errata notice correcting the 
Verified Statement of Ronald W Kruse Mr Kruse's Verified Statement was submitted to the 
Board as an attachment to National's protest filed in this proceeding on October 21, 1997 On 
page 3, line 1 of Mr Kruse's Verified Statement, the phrase "over 3,000,000 tons" should be 
changed to "approaching 3,000,000 tons " 

If you have any questions regarding this matter, please do not hesitate to call me 

j Very truly yours. Oflico o< the Secretary 

lOV t 0 t997 

Part of 
Public Record Jl 

CC Official Service List 
Thomas Palmer, Esq 
Clark Evans Downs, Esq 

Kenneth B Driver 

W.UiRll iOl IX4M2 I Wi ' l ) 
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ENRS-9 

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

OHic«oftheS«cr«afy 
0FFiCO;(it02) 371 -9 ' JOO 

.;i mis 7 m 
m Partof 

Public Record 

YS ANn COUNSELORS AT LAW 
SUITE 750 

1100 NEW YORK AVENUE. N.W. 
WASHINGTON. D C 20005-3934 

November 7, 1997 

TELECOPIER: (202) 371-0900 

7 

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

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

Dear Secretary Williams: 

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

Verified Statement of Gerald W. Fauth III 

At page 17: In line 3 of Table 2, "28-126-15" should read "28-128-15." 

At page 19: In line 5 of the second full paragraph, "STCC-126-15" should read 
"STCC 28-128-15." 

At page 19: In line 3 of the third full paragraph, "$22,475,240" should read 
"$21,972,440." 

At page 20: In line 1 of Table 3, "$22,475,240" should read "$21,972,440." 

At page 20: In line 3 of Table 3, "$7,382,240" should read "$7,885,040." 

At page 22: In line 6 of Table 5, "$5,967,000" should read $5,976,400." 



Letter to Secretary Williams * • ' 
November 6,1997 
Page 2 

At page 22: In line 7 of Table 5, '$5,082,309" should read $5,130,709." 

At page 22: In line 10 of Table 5, "$4,462,720" should read "$4,947,160." 

At page 22: In line 11 of Table 5, "$186,833,744" should read "$187̂ 75,984.' 

At page 22: In line 12 of Table 5, '72.95% should read "73.34%." 

Resp>ectfully submitt^. 

Karyi^ A. Booth 
Attorney for 
Erie-Niagara Rail Steering Committee 

cc: Highly Confidential Restricted Service List 
4898-020 
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One Newark Center, 17th floor, Newark, NJ 07102 

(201) 639-8400; fax (201) 639-1953 

J William Van Dyke, Chairman 
Joel S. Weiner, Executive Director 

199/ • U 

ukHkcuemxT 

m 
October 

The Honorable Ve.non A. W illiams 
Office ofthe Secretan. 
Case Control Branch 
Attn: STB Docket No. 33388 
U.S. Surface Iransponation Board 
192S K Street. NW 
Washington. DC 20423-0001 

Re: Finance Docket No. 33388 ~ Concurrence ofthe North Jersey 
Transportation Planning Authoritv with the State of New Jersey, New 
.lersey Department of Transportation and New Jersey Transit in a Joint 
Petition Pertaining to Finance Docket No. 33388, as Initiated by CSX 
Corporation and CSX Transportation, Inc. and Norfolk Southern 
Corporation and Norfolk Southern Railway Company 

Dear Secretar* Williams: 

Attached please find a copy of a Resolution parsed on October 14. 1997 by the Board of 
Trustees ofthe North Jersey Transportation Planning Authorit\ (NJTPA). the Metropolitan 
Planning Organization for the northem 13 counties of Ne\v Jersey pertaining to issues to be 
reviewed by the U.S. Surface Transportation Board under STB Finance DtKket No. 33388. 

The Resolution by the NJTPA Board of Trustees i .lly endorses and supports the filings 
and petitions subiT:itted to the STB under Finance Docket 33388 by the Stale of New Jersey and 
its subsidiaries - the New Jersey Department of I ransportation and NJ I ransit. 

Thank >ou for \our consideration of all issues submitted bv the State of New Jersey and 
its subsidiaries. 

NJ I PA Board ot irustees 

SincereN. 

{777(/I,/: 
William Van Dyke 
airman. NJTPA 

—mms— 
Oflic* of th« S«cr«tary 

NOV - 6 1997 

Partof 
Public Record 

The Meiiopoliuin Planning (Iri^anization for Northern New.ler.sey 



L 
RFSOLUTION # A-170: APPROVAL TO ENDORSE THE STATE 
JERSEY'S NEGOTIATIONS WITH CSX AND NORFOLK SOUTHERN 
RAILROADS REGARDING THE LIST OF NJTPA REGIONAL ISSUES 
RELATED TO THE CONRAIL .MERGER/ACQUISITON AND THE STATE'S 
FILINGS REL. \TED TO THESE .M.ATTERS WITH THE U.S. DEPARTMENT 
OF TRANSPORTATION SURFACE TRANSPORTATION BOARD 
FINANCE DOCKET 33388 

WHEREAS, the Nonh Jersey Transportation Planning Authority, Inc fNJTPA) 
is the Metropolitan Planning Organization (MPO) for coordinating all regional planning 
in Northern New Jersey, and 

WHERE.AS. the Intermodal Surtace Transponation Eillciency Act of 1991 
MSTE.A) calls for greater emphasis bv MPOs in economic development and intermodal 
and freight transportation as a part ofthe metropolitan planning process, and 

WHERE.AS. CSX Corp md Nortblk Sou hern Corp tiled with United States 
Surface Transpuitation Board on June 23. 1997 ir. order to acquire and split up the 
Conrail system, and 

W HEREAS, on Juiy 8. 1997 the NJTPA Board of Trustees directed its Chairman 
to forward the necessary correspondence to the United States Surtace Transportation 
Board in order to activate its status as a Panv-of-Record regarding the proposed Conrail 
merger/acquisition, and 

WHERE.AS, the NJTPA. working in partnership with the New Jersey 
Department of Transportation, has produced a comprehensive report (Conrail-CS.Y-
.Wirfoik .Soutiiern Merrier Report) on the impacts of the proposed Conrail 
merge:'acquisition on the State of New Jersey highlighting the importance of freight 
railroads to the economic development ofthe State and its various counties, and 

WHERE.AS, a meeting was heid on July 28, 1997 between the leadership ofthe 
state's three MPOs, NJDOT and New Jersey Transit at which time Commissioner Haley 
asked the MPOs to identify and forward to him those regional issues raised bv the 
Conrail merger/acquisition, and 

WHERE.AS, the NJTP A conducted a thorough survey of its member agencies to 
identifv regional issues related to the restructuring ofthe state's rail systems tollowing 
the Conraii merger/acquisition, and 

WHERE.AS, the list cf regional issues was endorsed bv the NJTP.A Board of 
Trustees at its Septeinber 22, 1*̂ 9" meeting and was ibrwarded to NJDOT Commissioner 
Haley tbr purposes of negotiations w ith NS Corp and CSX Corp. and 

WHERE.AS, the Commissioner of NJDOT has wntten to the Chairman of the 
NJTP.A outlining a list of issues that have been included and art being addressed in the 
State s negotiations which includes all of the key issues rai .ed by the NJTPA that fall 
under the jurisdiction ofthe STB, and also satisfactorily addresses those issues not within 
the jurisdiction: and 



WHEREAS, STB jurisdictional issues that are not resolved through negotiation 
are being included in a petition by the State to the STB for review. 

NOW , THEREFORE, BE IT RESOLVED that the NJTPA Board of Trustees 
hereby endorses the .State of New Jersey s negotiations with CS.X md Norfolk Southern 
and ftirther endorses issues that are forwarded in its filing to the United States 
Department of Transportation s Surface Transportation Board Finance Docket No 
33388. 

BE IT FURTHER RESOLVED that copies of this resolution and the 
accompanying document be forwarded to Rodne\ Slater, US Secretarv of 
Transportation, William Daley, U S Secretarv of Commerce, Governor Christine Todd 
Whitman, John Haley, Commissioner of the NJ Department of Transportation; Gualberto 
Medina, Commissioner of the NJ Depanment of Commerce, NJ Transit Executive 
Director Shirley DeLibero, the respective Chairmen of the Delaware Valley Regional 
Planning Commission (DVRPC) and the South Jersey Transportation Planning 
Organization (SJTPO), Andrew Ciesia, Chairman of the NJ Senate Transportation 
Committee, Alex DeCroce, Chairman of the Assembly Transportation and 
Communications Committee, all members of the NJ Congressional Delegation, and all 
members of the North Jersey Transportation Planning Authority Board of Trustees. 

This resolution shall take effect this Mth day of October 1997 

Certification 

1 hereby certify the above is a true copy of a resolution 
Adopted by the North Jersey Transportation Planning 
Authority at its regularly scheduled meeting held on 

October 14, 199'' 

Joel S Weiner 
Executive Director, NJTP.A 



One Newark Center, I'th floor, Sewark, \J0~I02 
I9~3) 639-H4(H): fax (9'3) 639-1953 

October 28. 1097 

Honorable Vemon .A. Williams 
Office ofthe Secretarv 
Case Control Bianch 
Attn: Sl B Docket ^ 33388 
U.S. Surt'ace Transportation Board 
1925 K Street. NW 
Washinuton. DC 20423-001 

J Willicim Van Dy ke. Chairman 
Joel S. Weiner. Lxecultve Director 

f , f B 

To the Secretarv-: 

This letter is to certify that 1. as Chainnan ofthe North Jersey Transportation Planning 
.Authonty (NJTP.A) and acting on behalf of the Board of Trustees ofthe NJTP.A as a Party of 
Record before the U.S. Surface Transportation Board l inance Docket No. 33388. have sent 
copies of a resolution endorsing filings put forward before the STB by the State of New Jersey, 
w ith an accompanying cover letter to all other Parties of Record in this matter. 

The original Resolution and its cover letter were sent to the U.S. Surface 'Transportation 
Board on October 21. 1997 in compliance vvith the STB's deadline for filings in this matter. 
Copies will hav e been sent to other Parties of Record bv First Class Mail, as of October 29. 
1997. 

Sineerelv, 

/ / . 

J.,William Van Dyke 
-Chairman 

/he Meiropalikiii /'/<//;/////e ()ri:iini:utiiin lor .Xorthern .\ew.lersey 
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AKSC-8 

BEFORE THE 
P̂ 'Ĵ ^ Record _i$URFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

c s x CORPORATION AND CSX TRANSPORTATION. I N C . , ^ ! i j 3 > ^ 
NORFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

— CONTROL AND OPERATING LEASES/AGREEMENTS — 

CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

ERRATA TO 

COMMENTS, EVIDENCE, AND 
REQUEST FOR CONDITIONS AND OTIIER RELIEF 

subinitted on behalf of 

AK STEEL CORPORATION 

Frederic L. Wood 
DONELAN, CLEARY, woor & MASER, P.C. 
1100 New York Avenue. N.W. 
Suite 750 
Washington, D.C. 20005-3934 
(202) 371-9500 

November 3, 1997 
Attorneys for AK Steel Corporation 



AKSC-8 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

CSX CORPORATION AND CSX TRANSPORTATION. INC., 
NORFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY CO.MPANY 

— CONTROL AND OPERATING LEASES/AGREEMENTS — 

CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

ERRATA TO 

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

submitted on behalf of 

AK STEEL CORPORATION 

AK Steel Corporation ("AK Steel") hereby submits this Errata to the 

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

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

AK Steel submits the following errata: 

(1) On page 5 of the Comments, in the only paragraph on the page, and in 

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

changed to "Hart Dep. Ex. 13." 

' The Comments were submitted in two versions: one (AKSC-6) filed under seal with 
confidential and highly confidential material included, and the other (AKSC-7) filed vvith the 
confidential and highly confidential matenal redacted for filing in the public record. The errata 
all relate to public material, so only one version ofthis pleading is being submitted. 



- 2 -

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

the phrase "to be transferred". 

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

"of . 

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

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

Respectfully submitted, 

r- // / 

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

Attorneys for AK Steel Corporation 

November 3, 1997 

CERTIFICATE OF SERVICE 

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

EVIDENCE, AND REQUEST FOR CONDITIONS AND OTHER RELIEF OF AK Steel 

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

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

Aimee L. DePew 





ENRS-8 

OFFICE (202) 371-9500 

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

ATTORNEYS AND COUNSELORS AT LAW 
SurE 750 

1100 NEW YORK AVENUE. N W 

WASHINGTON. D C 20005-3934 

November 3, 1997 

Via Hand Deliverv 
Honorable Vern.^n A. Williams 
Office of the Secretai v 
Surface Transportatioi Board 
1925 K Street, N.W. 
Washington, D.C. 20423-COOl 

Re: STB Finance Oocket No. 33388, CSX CorporaUon. et al.. Norfolk 
Southern Cc rporation. et al.—Control and Operating 
Leases/Agreements—Conrail, Inc., et al. 

Dear Secretary Williams: 

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

Comments and Request for Conditions 

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

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

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

At page 29: In line 5 of the first full paragraph, "would have be 
d'.'termined . . ." should read "would have to be determined . . ." : r = = ^ 

\ o«,c« oHho secretary j l 



Letter to Secretary Williams 
Octolx;r.31,1997 
Page 2 

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

Respejctfully subm|tted. 

^ JoKii K. Maser III 
Frederic L. Wood 
Karyn A. Booth 

cc: All Parties of Record 

4898-020 

AWorneys for 
Eric-Niagara Rad Steering Committee 
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ISRI - 7 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

CSX CORPORATION AND CSX TRANSPORTATION, I N C 7 7 J ^ 7 ^ 
NORFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

— CONTROL AND OPERATINC. LEASES/AGREEMENTS — 

CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

ERRATA TO 

COMMENTS AND 
REQUEST FOR CONDITIONS 

submitted on behalf of 

INSTITUTE OF SCRAP RECYCLING INDUSTRIES, INC. 

0«ic«oUho secreury ^ 

NOV - 4 m John K. Maser III 
Jcifrey O. Moreno 
DONELAN, CLEARY, WOOD & MASER, P.C. 
1100 New York Avenue, N.W. 
Suite 750 
Washington, D.C. 20005-3934 
(202) 371-9500 

Attorneys for Institute of Scrap Recycling 
Industries, Inc, 

No\ember 3, 1997 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

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

— CONTROL AND OPERATING LEASES/AGREEMENTS — 

CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

ERRATA TO 

COMMENTS AND 
REQUEST FOR CONDITIONS 

submitted on behalf of 

INSTITUTE OF SCRAP RECYCLING INDUSTRIES, INC. 

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

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

Institute of Scrap Recycling Industries, Inc." (ISRI-6). filed on OctCv̂ er 21, 1997 in 

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

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

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

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

customer destinations are in Youngstown and Canton, Ohio." 



-7 -

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

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

shared asset areas will have single-line hauls to Royal Green's two largest rail 

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

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

shared asset areas will have smgle-line hauls to two of Royal Green's customers in 

Youngstown and Canton, Ohio." 

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

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

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

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

Respectfully submitted, 

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

Attorneys for Institute of Scrap Recycling 
Indu.stries, Inc. 

November 3, 1997 



CERTIFICATE OF SERVICE 

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

REQUEST FOR CONDITIONS OF INSTITUTE OF SCRAP RECYCLING INDUSTRIES, 

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

this proceeding this 3rd day of November, 1997. 

Aimee L. DePew 
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(S14i 94-»-.'"i.'i()2 
88H-.1.'>4-:5><1T 'Toll FVIHM 
i,Sl4i 944-6978 F.A.X 
rrwilson@mail.csrl ink. net 

\ cmon .X. Williams. Secretary 
Surface I ransportation Board 
l')25 K Street. N.W.. Room '̂ 15 
Washinuton. D.C. 20423 

Richard R. Wilson, P.C. 
Attorney at Law 

A Professional C»)rporation 
1126 Eighth Avenue. Suite 403 

Aitoona, PA 16602 

October 15. m i 

Of counsel to: 
X'uono & (Irav Î LC 

2.310 Grfnt Building 
Pittsburgh, PA I.-)219 

. - - 7; .(4,liJ 471-1800 
' ^ m t t ^ 7 l - 4 4 ' > l F.AX 

Re: CSX Corporation and CS.X Transportation. 
Corporation an Norfolk Southeni Railway (. 
Operatmg Leases .Xgreements-C nirail. Inc. 
Corporaticn - Finance Docket No. 3.̂ 388 

Inc., Norfolk Southeni 
"ompany-(\introl and 
and Consolidated Rail 

Comments ;ind Requests for Conditions b\ lhe PennsyK ania 
House fransportaiion Committee 

Dear Mr. Williams: 

On behalf of tlic I f ansportation Committee ofthe Pennsylvania House of 
Representatives. 1 enclosed for filing an onginal and iw enty-fiNe copies of P.\ House -2 
cimsisting of statements b\ the I ransportation Committees of t!ie Senate and House of 
Represenlatives ofthe ("oinmonweallh of PennsyKania. Since the Transportation 
Committee ofthe PennsyKania Senate did nol file a separate Statement oflntent to 
Participate in this proceeding, its report has been incorporated into and made a part ofthe 
filing in this transaction b\ the I ranspoiuition ('ommittee ofthe PennsyKania House of 
Representativ es. Also enclosed is a 3 ' •"' computer disk containing the pleading m Word 
7.0 fonnal. Should > ou ha\ e an\ questions regarding this submission, please contact lhe 
undersis:ned. 

'Tffice of tha Secretary 

OCT?'w 

\ cr\ lrui\ \ours. 

Partof 
Public Record 

RRW klh 
I nciosures 
\c: 1 he 1 lonorable .l,icob l,e\ enlhal 

Representative Richard A. (iei.st 
All parties of record 

RICHARD R. WII SON. P C. 

Richard R. Wilson 



(H14i 944-.'i.S02 
888-4."i4-;iS17 I Toll FrtH" 
(814 I 944-(i978 F.VX 
rr\vil.-.(m@niail.tsrlirik.n('t 

Richard R. Wilson, P.C. 
Attorney at L a w 

. \ Professional Corporation 
1126 Eighth Avenue, Suite 403 

Altoona, PA 16602 

\ emon .^. Williams. Secretary 
Surface rransportation Board 
1925 K Street. N.W.. Room 715 
Washinuton. D.C. 20423 

October 23. 1W7 

Of counsel to; 
X'uoni) & Gray LLC 

2;n0 Grant Building 
Pittsburgh, PA l.'")219 

!412i 47M800 
F.AX 

Re: CSX Corporation and CSX Tra asportation. Inc.. Norfolk Southem 
Corporation and Norfolk .vnitheui Railway Company-Control and 
Op'Tatmg I.eases .Xgreements - Conrail. Inc. and Consolidated 
Rail Corporation - f inance Docket No. 33388 

Comments and Requests for Conditions by the Pcnnsyh ania 
House Transportation Committee 

Dear Mr Williams: 

Enclosed please find corrected copies ofthe letters of transmittal submitting the 
Comments and Requests for Conditions by the Pennsylvania House Transportation 
Committee winch were Hied in the abo\e captioned proceeding on or about October \ (\ 
1W7. 

I hese letters lia\c been corrected lo mclude the case name and STB Finance 
Docket Number. 

\'er\ iruK \ours. 

RICHARD R WILSON. P C. 

/ Hi-•'.(//( i 
Richard R. Wilson 

RRW klh 

xc: l he Honorable .Iacob l.cx enlhal 
Representatuc Richard \ . (jcist 
.Ml parties of reconl 



Ri( n \Rn , \ . "kick 'r;f.;.s/.Mf;,M»/;R 
HOISI I'US I (M l ICI-HOX 202020 

MAINCAI'IIOl HLII.DINC. 
ll ARRlSHLRd.l'A 1712()-2():o 

I'MONI r;|7|787 M m 
IAX;|7171772 6(̂ 52 

112f' I K.H I 11 AVI Nl. I .Sl I I I 402 
Al I ( M ) \ A . I ' I : N S S Y I VANIA 1W>02 

PIIOM:; (S14)946-721I* 
l AX: (X14)94y 7'M5 

t.'Miil-i'-£'-I3 
Otfii» ot the Sacratary 

OCT 2 9 m 

blouse of 'J^epresentatives 
COMMONWEALTH OF PENNSYLVANIA 

^RRISBURG 

Part o{ 
Public Record 

iV^-(^r 
rOMMITTKHS 

:<A\SIX)RI AIION. CHAIRMAN 
COMMKRCl ANI) i:CON( )Mlf 

i)i;vri.()PMi;Nr 

October 15. 1997 

Vernon A. Williams. Secretary 
Surface Transportation Board 
1925 K Street. N.W.. Room 715 
Was'iington. D.C. 20423 

Re: CSX Corporation and CSX Transportation. Inc.. Norfolk Southern 
Corj"»oration and Norfolk Southern Railwa\ Compan\-Control and 
Operating Leases Agreements-Conrail. Inc. and Consolidated Rail 
Corporation - Finance Docket No. 33388 

Comments and Requests for Conditions by the PennsyK ania 
House and Senate Transportation Committees 

Dear Mr. Williams: 

Enclosed > ou will llnd the Comments and Requests for Conditions w hich 
are being jointh filed wilh lhe Board on behalf of the 1" ransportation Committees ofthe 
Senate and House of Represenlatnes ofthe Commonwealth of PennsyKania. fhe 
proposed acquisition and di\ ision of Conrai! by Norfolk Southem Corporaiion and CSX 
Transportation. Inc.. i f appro\ed, w ill have extremely serious impacts on the 
Commonw ealth of Pennsylvania. (3ur constituents ha\ e communicated to us their 
concerns about loss of employment, family dislocations, loss of vendor contracts and the 
absence of state w ide rail to rail competition. 

We are aware that the proposed transaction docs contain specific benefits for 
Penns\ K ania but as legislators, w e do not view this transaction in the isolation of a single 
regulatory procci'(i!ng. We \iew it in lhe context of continued consolidation ofthe L'.S. 
lailioad induslr\ and the likelihood that there will be further mergers resulting in two 
transcontinental rail systems w hich could leave many Commonwealth businesses and 
shippers subject lo a railroad monopoly and excluded from major sources of raw 
materials and markets. 
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From this pertpective, we request tbe Board to impose noceesaiy competitive 
access conditioni lhat will assure eflective nil oompctition throughout tbe 
Coaimonwealth Wc also seek legally enforceable and admirustnrtivoly reviewable 
condtuons to assure that if the economic assumptions upon which diis tranaactioij are 
based do not materialize, the Commonwealth will have adequate recouree in the event 
^^licanu do not to proceed with projecu and coromitmcots which provide many ofthe 
public interest benefits claimed for this transaction. 

Sincerely yours. 

^ ttoyle Cornan, Chainnan 
Senate Traoq>oitation Committee 

ity Chainnan 
itiou Committee 

Richard A Geist, Chairman 
House Transportahon Committee 

Richard Olasz. Minority Chairman 
House Transponation Committee 

Enclosure 

Oovocnor Thomas Ridge 
All parties of Record 
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HARKINS CUNNINGHAM 
A T T O R N E Y S A T L A W 

S U ' T E 6 0 0 

; 3 0 0 N I N E T E E N T H S T R E E T , N . W . 

W A S H I N G T O N . D . C . 2 0 0 3 6 - I 6 0 9 

2 0 2 9 7 3 - 7 6 0 0 

F A C S I M I L E 2 0 a 9 7 3 - 7 6 I O 

^i^^ll 

W R I T E R S D I R E C T D I A L 

(202) 973 7605 

October 24, 1997 

Mr. Vernon A. Williams, Secretary 
Surface Transportation Board 
case Control Unit 
ATTN: STB Finance Docket No. 3 3 388 
1925 K Street, N.W. 
Washington, DC 20423-0001 

l a O O O N r C O M M E R C E S Q U A R E 

i O O S M A R K E T S T R E E T 

P H I L A D E L P H I A . P A 1 9 1 0 3 7 0 A 2 

2 1 5 8 5 I- 6 T O O 

F A C S I M I L E 2 I S 8 5 1 - 6 7 1 0 

' Oftic* o\ tng Secretary 

R«: Finance DocXet 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 Mr. Williams: 

Enclosed please f i n d CSX/NS-llB (Applicants' Reply 
"Emergency Appeal by Transtar, Inc., Elgin, J o l i e t and E^^stern 
Railway Company and Wisconsin Central, Inc.") t o be f i l e d i n tne 
above-referenced docket. 

Accompanying t h i s l e t t e r are 25 copies of CSX/NS-118, 
as we l l as a formatted WordPerfect diskette. 

Thank you f o r your assistance i n t h i s matter. Please 
contact me (202-973-7605) i f you ha,2 any questions. 

Sincerely, 

Gerald P. Norton 
Enclosures 



/f̂  CSX/NS-118 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

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

— CONTROL AND OPERATING LEASES/AGREEMENTS — . iy!^Vtl5 
CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION '-'•"n̂ Sacratary 

i nor 2 •/1997 

APPLICANTS' REPLY TO "EMERGENCY APPEAL BY F""] p^J^R^^d 
TRANSTAR, INC., ELGIN, JOLIIT AND EASTERN RA ILWA Y- -

COMPANY AND WISCÔ T;IN CENTRAL, INC." 

CSX, NS, and Conrail,' c o l l e c t i v e l y "Applicants," 

hereby reply to the "emergency"" appeal ("App.") of Elgin, J o l i e t 

and Eastern Railway Company ("EJE"), and Wisconsin Central 

Railroad ("WC"), c o l l e c t i v e l y "Appellants," f i l e d October 21, 

1997, concerning t h e i r motions to compel responses to t h e i r t h i r d 

sets of discovery requests (EJE-8; WC-7) c a l l i n g f o r Applicants 

to produce c o n f i d e n t i a l documents of Indiana Harbor Belt Railroad 

("IHB"). 

' "CSX" refers c o l l e c t i v e l y to CSX Corporation and CSX 
Transportation, Inc.; "NS" refers c o l l e c t i v e l y t o Norfolk 
Southern Corporation and Norfolk Southern Railway Company; and 
"Conrail" refers c o l l e c t i v e l y to Conrail Inc. and Consolidated 
Rail Corporation. 

"Although they apply the label "emergency" t o t h e i r appeal, 
Appellants have not i d e n t i f i e d any "emergency" or other 
circumstances warrantiny a more expedited process than that 
already applicable to discovery appeals. 



I . SUMMARY 

Appellants' t h i r d sets of document requests, served 

l a t e i n the discovery process, sought a wide range of numerous 

c o n f i d e n t i a l IHB documents, including i t s 100% t r a f f i c tape and 

shipper contracts. 

As discussed below, the discovery sought i s 

objectionable on mu l t i p l e grounds. The appeal i s moot because 

Appellants concede they cannot use the documents, and i s 

premature because the ALJ has not had an opportunity t o r u l e on 

a l l objections raised to Appellants' requests. 

In any event, Appellants have not remotely met the 

Board's st r i n g e n t standard for discovery r u l i n g appeals. They 

have not shown that t h e i r requests p l a i n l y s a t i s f y the Board's 

standards f o r discovery i n terms of relevance, need, burden, and 

c o n f i d e n t i a l i t y . Nor have they shown that the ALJ would have 

committed reversible error i f he had concluded t h a t they d i d not 

meet those standards. 

F i n a l l y , these requests sought discovery from the wrong 

party; they should have been addressed t o IHB i t s e l f , which i s a 

separately represented party of record i n t h i s proceeding. This 

discovery cannot properly be sought through Conrail (or the other 

Applicants). Given the p a r t i c u l a r circumstances of the 

Conrail/IHB r e l a t i o n s h i p , neither IHB nor IHB documents should be 

deemed w i t h i n Conrail's " c o n t r o l " under Board Rule 1114.30(a)(1) 

merely because of i t s ownership of 61% of IHB's stock, and the 

ALJ did not commit reversible error i n concluding th a t they were not. 
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I I . FACTUAL BACKGROUND̂  

IHB i s a r a i l r o a d operated independently of the 

Applicants. Conrail owns 51% of IHB's common stock. The 

remaining 49% i s owned by Soo Line Railroad, a subsidiary of 

Canadian P a c i f i c Railway Co. ("CP/Soo"). CP/Soo competes with 

Conrail, CSX, and NS, and i s a party of record i n t h i s 

proceeding. .̂ s CP/Soo's counsel stated at the conference on 

October 16, 19^7, CP/Soo agrees that discovery of IHB documents 

and personnel cannot be made through Conrail (10/16/97 Tr. 8-9, 

53-55). (Appellants omit any reference to CP/Soo's p o s i t i o n , 

which was a factor i n the ALJ's decision (10/16/97 Tr. 57).) 

IHB operates a separate r a i l r o a d , including scores of 

locomotives and f r e i g h t cars, from i t s own o f f i c e s in Hammond, 

Indiana, and i t s own r a i l r o a d f a c i l i t i e s , with i t s own 800 plus 

employees. I t s labor agreements are separate from those 

governing Conrail employees, and are separately negotiated by 

IHB. I t s day-to-day operations are under the d i r e c t i o n and 

control of a General Manager who i s an IHB employee, paid by IHB. 

I t has i t s own in-house counsel, who has entered an appearance 

*j)r IHB i n t h i s proceeding. 

'Given the expedited nature of the motion proceedings under 
the Discovery Guidelines, in which a party has only two business 
days t o respond t o a motioii t o compel, i t has .~«een the common 
practice of parti e s t o r e l y upon factual representations by 
counsel made o r a l l y or i n b r i e f s (see, e.g.. CSX/NS-107), rather 
than through l i v e testimony, a f f i d a v i t s or other formal evidence. 
Appellants offered no objection t o t h a t course before tha ALJ and 
cannot now be heard to object to the form of the factual record. 
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IHB serves as an origin or destination carrier for 

movements i t interchanges with other carriers, including UP/SP, 

BNSF, i>IS, CSX, and Conrail. In addition, many railroads have 

trackage rights agreements allowing them to operate over IHB's 

lines, including not only Conrail and CP/Soo, but also CSX, NS, 

WC, EJE, and IC. The commercial rplationships of Conrail and IHB 

a.s interconnecting railroads are governed by agreements 

negotiated at arm's length, as they are with other railroads with 

whom IHB connects. 

IHB and Conrail also compete with one anol ^tmtl 

they have been in adverse positions they have sought da ^^e 

resolution through arbitration. Conrail does not dictate to or 

unilaterally exercise dominion over IHB. 

IHB has been a party of record in this proceeding since 

June 27, 1997 (Exh. A), a status noted by the Board in Decision 

No. 21, served August 19, 1997, at 12. Appellants could have 

made timely requests to IHB for discovery months ago. IHB could 

then have voiced i t s own concerns about relevance, burden and 

confidentiality, for example, and could have explored alternative 

means of providing relevant information that was requested. I t 

is not Applicants' province to do that. Conrail and i t s counsel 

do not and cannot speak for IHB, and service of papers on counsel 

for Conrail i s not equivalent to service of papers on counsel for 

IHB. 
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I I I . PROCEEDINGS BEFORE THE ALJ 

Appellants f i l e d t h e i r i n i t i a l motion to compel on 

October 8, 1997, even though Applicants had not yet had the 

opportunity provided by the Discovery Guidelines to object or 

otherwise respond t o Appellants' requests. Because Appellants 

had not given timely notice as required by the Discovery 

Guidelines, at a hearing on October 9, the ALJ deferred u n t i l the 

next scheduled hearing (October 16) the merits of the issues. In 

Decision No. 45, served October 16, 1997, the Board rejected 

Appellants' appeal from that r u l i n g , sustaining the ALJ's 

app l i c a t i o n of the Guidelines. 

At the hearing on October 16, the ALJ sought i n i t i a l l y 

t o adiress Applicants' objections to each of the requests on 

grounds other than the "IHB c o n t r o l " issue ;on which Appellants 

sought a "generic," abstract r u l i n g ) , recognizing the p o s s i b i l i t y 

t h a t d i s p o s i t i o n of the motions on other grounds might make i t 

unnecessary t o reach that issue of f i r s t impression (10/16/97 Tr. 

17, 19). 

I n i t i a l l y , Judge Leventhal considered the f i r s t set of 

requests served by EJE, c a l l i n g f o r extensive f i n a n c i a l 

information, and concluded that i t was premature and that EJE had 

not shown a need for discovery of th a t information ( i d . at 33-

34). Appellants do not challenge t h a t r u l i n g (App. 2 n-3). 

Then, the ALJ turned to Applicants' objections — other 

than the absence of " c o n t r o l " — to Appellants' t b i i ^ sets of 

requests. I n the course of considering the issues of relevance, 
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need and burden raised by each of those requi-^sts, the ALJ 

suggested that Appellants consider narrowing t h e i r requests and 

seeking the documents d i r e c t l y from IHB, whose documents were 

involved and who would have t o bear the p r i n c i p a l search 

burdens.^ Appellants agreed, and the ALJ continued the hearing 

u n t i l the next day (10/16/97 Tr. 42-44). 

At Appellants' request, the ALJ then heard argument on 

the "IHB c o n t r o l " issue, including argument from CP/Soo which 

vigorously opposed Appellants' requests ( i d . at 53-55). The ALJ 

concluded that Conrail does not " c o n t r o l " IHB f o r purpcfes of 

discovery ( i d . at 57-58), and "reserved" decision on the 

requests, since a continuation of the hearing the next day was 

contemplated (i.d. at 58, 60). 

Later that day. Appellants pursued t h e i r requests 

d i r e c t l y with counsel for IHB, and reported to the ALJ t h a t they 

had s a t i s f a c t o r i l y resolved matters with IHB so that there would 

be no need to ccntinue the hearing on October 17 (Exh. B). As a 

r e s u l t , the ALJ never had occasion to r u l e on Applicants' 

objections on grounds other than the "IHB c o n t r o l " issue, or t o 

f i n a l l y r u l e on t h e i r motions to compel. 

Appellants tuck avay i n a conclusory footnote the 

concession that they belatedly contacted IHB about discovery, and 

that IHB was w i l l i n g to provide responsive documents or 

information (App. 10 n.8). In f a c t , as the attached l e t t e r from 

••counsel for IHB had a court appearance and a deposition on 
October 16, and was unable t o be at the hearing (10/16/97 Tr. 
42) . 
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counsel f o r IHB to counsel for Appellants shows (Exh. C), IHB 

su b s t a n t i a l l y responded to six of Appellants' eight requests, on 

the understanding that i t was i n f u l l s a t i s f a c t : on of Appellants' 

requests.' 

Subsequently, i t appeared that there may not have been 

a mutual unders".anding between Appellants and IHB, out Appellants 

did not ask the ALJ t o resume the hearing and r u l e on Applicants' 

other objections to Appellants' motion to compe? concerning the 

p a r t i c u l a r requests.* 

IV. ARGUMENT 

A. There Is No Live Issue Properly Before The Board 

The threshold issue i s whether there i s a r i p e , l i v e 

controversy requiring decision. Appellants' appeals demonstrate 

there i s not. On t h e i r f i r s t appeal they asserted t h a t , unless 

an order was issued before October 16, req u i r i n g Applicants t o 

produce the information sought v i r t u a l l y f o r t h w i t h , there would 

^Following the ALJ's suggestion at the hearing on October 9, 
1997, another party who had i n i t i a l l y sought t o require Conrail 
to produce IHB documents and information (Four C i t i e s Consortium) 
pursued i t s requests d i r e c t l y with IHB, and was s u f f i c i e n t l y 
s a t i s f i e d that i t withdrew i t s motion to compel IHB production 
through Conrail (Exh. D). 

^Counsel for Appellants also represents I l l i n o i s Central 
Railroad ("IC"), and App H a n t s made some a l l u s i o n tc pplicants' 
responses to IC's f i r s t set of discovery requests, which 
Appellants did not j o i n (App. 5 n.5). Applicants served t h e i r 
responses t o the IC requests on September 30, 1997. Under the 
Board's rules, IC had 10 days in which to f i l e a motion t o 
compel. 49 C.F.R. S 1114.30(a). No such motion was f i l e d . 
Accordingly, there was no issue properly before the ALJ 
concerning the IC requests and there i s none properly before the 
Board. 
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be no time f o r "any productive use" of the information (EJE-9; 

WC-8 at 2, 5). Subsequently, Appellants made t h e i r f i l i n g s on 

October 21, 1997 fe.a.. EJE-10; WC-9; WC-10). Appellants' appeal 

i d e n t i f i e d no continuing need for the documents they seek.^ 

Since they cannot be used, there i s no basis f o r requiring them 

to be produced." Hence, there i s no need f o r the Board to 

resolve what Appellants concede i s a question of f i r s t impression 

(App. 6 n.6) . 

Moreover, the appeal has another threshold deficiency: 

i t i s i n t e r l o c u t o r y and premature because the ALJ has ruled on 

only one of the objections t o Appellants' requests: the control 

issue. Appellants have never secured a f i n a l r u l i n g on t h e i r 

motion to compel or the other objections. Appellants could 

easily have done so by givin g notice on Monday, October 20, that 

they wanted t o be heard at the discovery conference on October 23 

with respect t o the other ocjections ro as to obtain an 

^Appellants cannot expect to be allowed to make a l a t e or 
supplemental f i l i n g of evidence or comments based on the f r u i t s 
or chese requests. Their f a i l u r e to obtain a f i n a l rasolution of 
a legitimate dispute over t h e i r requests i n time to use such 
materials i n t h e i r October 21 f i l i n g s i s e n t i r e l y of t h e i r own 
making. I t has been clear since June that THB i s a separate 
party of record i n t h i s proceeding. Appellants could have sought 
discovery from IHB d i r e c t i y at any time, without r a i s i n g the 
s i g n i f i c a n t legal issue presented by seeking such discovery 
through Conrail. Further, the issue of Conrail's duty to provide 
discovery from IHB was e x p l i c i t l y raised seven weeks ago i n 
Applicants' response to other discovery requests (CSX/NS-58, p. 
5) . 

"The Board's discovery powers should not be invoked to 
impose on Applicants (and u l t i m a t e l y IHB) the burdens of 
responding to discovery that could not be used productively 
because of Appellants' own f a i l u r e s t o proceed with due diligence 
i n compliance with the applicable rules and Guidelines. 
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appealable r u l i n g as to t h e i r s u f f i c i e n c y apart from the "IHB 

c o n t r o l " issue. They chose instead t o appeal, r e q u i r i n g the 

Board to decide i n the f i r s t instance issues t h a t are normally 

and properly the province of the ALJ. 

Appellants compound the impropriety of t h e i r request by 

asking the Board to rule not only on t h e i r discovery requests, 

but t o order Applicants to "respond t o a l l discovery requests, 

tendered by any party to t h i s proceeding, seeking information 

w i t h i n the possession or custody of the IHB" (App. 5 n.5, 11; 

emphasis added). There i s absolutely no basis for such an 

advisory r u l i n g i n tne abstract on an issue t h a t o r d i n a r i l y turns 

on the p a r t i c u l a r facts. That i s especially so where Appellants 

concede there i s no c o n t r o l l i n g a u t h o r i t y . 

B. Appellants Have Not Met The Appeal Standard 

In Decision No. 6, served May 30, 1997, the Board 

specified t h a t appeals from Judge Leventhal's r u l i n g s w i l l be 

subject to the "stringent standard" of 49 C.F.R. § 1115.1(c).'' 

Such appeals "are not favored" and w i l l be granted "only i n 

exceptional circumstances." To p r e v a i l . Appellants must 

'Decision No. 6, at 7, stated: 

"Such appeals are not favored; they w i l l be granted 
only in exceptional circumstances t o correct a clear error 
of judgment or to prevent manifest i n j u s t i c e . " See Union 
Pac. Corp.. Union Pac. R.R Co. and Missouri Pac. R.R. Co. — 
Control — Chicago and N.W. Transp. Co. and Chicago and N.W. 
Ry. Co.. Finance Docket No. 32133, Dec. No. 17, at 9 (ICC 
served July 11, 1994) (applying the "stringent standard" of 
49 C.F.R. 1115.1(c) to an appeal of an i n t e r l o c u t o r y 
decision issued by former Chief Administrative Law Judge 
Paul S. Cross). 
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establish t h a t an appeal must be granted to correct "a clear 

error of judgment" or t o prevent "manifest inju!:.tice." 

Appellants have not met t h i s standard. 

1. Appellants Have Not Shown That Their Requests 
P l a i n l y Satisfy The Governing Standard For Such 
Document Requests 

Appellants' appeal suggests th a t the only issue 

r e q u i r i n g decision i s whether (and i n what circumstances) Conrail 

can be deemed t o " c o n t r o l " IHB f o r purposes of discovery and can 

be obliged t o produce documents of IHB. But, as noted, that was 

only one of the issues Applicants raised. The requests are 

objectionable on several grounds. Appellants requested 

Applicants t o produce IHB operating information and documents, 

including: a l l IHB contracts with shippers; IHB 100% t r a f f i c 

tapes; IHB t r a f f i c density charts; IHB timetables; a l l IHB slow 

orders; track speed data for a l l IHB l i n e segments owned or 

operated by IHB; IHB r a i l yard capacities and configurations; 

signal systems on each IHB segment; and analyses of congestion, 

delays or t r a f f i c flow problems on IHB. Most of t h i s i s 

commercially sensitive or otherwise highly c o n f i d e n t i a l . 

The Boat!̂ ; recently stated the governing standards f o r 

such discovery requests i n Decision Nos. 34 and 42: 

[T]he standard against which the relevance of commercially 
sensitive information i s judged i s necessarily higher than 
the standard against which the relevance of less sensitive 
information i s judged. "Disclosure of e x t r a o r d i n a r i l y 
s e n s i t i v e information should not be required without a 
care f u l balancing of the seeking party's need f o r the 
information, and i t s a b i l i t y to generate comparable 
information from other sources, against the l i k e l i h o o d of 
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harm to the disclosing party." See Decision No. 34, Slip 
Op. at 2 n.9. [Decision No. 42, Slip Op. at 8.] 

Under Decision No. 42 i t was Appellants' burden to show 

before the ALJ that their requests met those standards. I f the 

ALJ had ruled that they did not, the Board would not consider 

that issue de novo. Rather, Appellants' burden on appeal would 

have been to show that that ruling was a clear error of judgment 

or resulted in manifest injustice. They cannot lessen their 

burden by appealing before the ALJ rules on the issues raised 

under Decision No. 42. Appellants f a i l even to address that 

standard. 

To prevail. Appellants would have to show that (1) they 

have a pressing need for this extensive discovery from Applicants 

at this time, (2) such discovery i s substantially relevant to an 

issue the Board must consider and decide as part of i t s decision 

whether to approve the application, and (3) need and relevance 

outweigh the burdens of searching for and producing the documents 

sought, and the risks entailed by production of confidential 

information. Appellants failed to address these matters. Nor 

have they shown the ALJ would have committed reversible error in 

concluding that they had not met those standards. 

Appellants have plainly failed to demonstrate that they 

had a need for the IHB discovery in question from Applicants when 

they served their requests. The documents and information that 

Appellants seek, i f they exist, are the property, and within the 

control, of IHB. Yet, Appellants made no timely attempt to 
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secure t h i s discovery from IHB. Absent a showing t h a t these 

documents would have been unavailable upon timely discovery t o 

IHB (the indisputably best source of such evidence) — and the 

evidence i s to the contrary — .Appellants cannot demonstrate th a t 

they had a need to obtain them from or through Applicants. 

Indeed, Appellants have not demonstrated any 

substantial need f o r the p a r t i c u l a r documents covered by the 

discovery requests i n issue, and c e r t a i n l y not the compelling 

need required t o j u s t i f y discovery of sensitive documents such as 

shipper contracts and t r a f f i c tapes.'" 

2. The IHB Documents Requested Are Not Under The 
"Control" Of Conrail For Discovery Purposes 

In seeking discovery of IHB documents and information 

through Conrail, Appellants r e l y on Board Rule 1114.30(a)(1), 

providing that a party must produce documents w i t h i n i t s 

"possession, custody or c o n t r o l . " However, they c i t e no 

decisions of the Board (or of the I n t e r s t a t e Commerce Commission 

("ICC")) to the e f f e c t that Section 1114.30(a)(1) requires a 

corporation to produce documents belonging to and w i t h i n the 

possession, custody, and control of another corporation i n which 

i t has a 51% stock i n t e r e s t , p a r t i c u l a r l y where the remaining 49% 

i s held by a competitor. Nor have they c i t e d any federal court 

discovery holdings to that e f f e c t . Precedent aside. Appellants 

have not established facts demonstrating such c o n t r o l . 

"^hese were the only matters involved i n t h i s appeal as t o 
which IHB did not provide a voluntary response (see Exh. C). 

- 12 -



a. The Case Law Does Not Warrant A Finding of 
"Control" 

Appellants concede they have been unable to i d e n t i f y 

any decision holding t h a t Conrail has an o b l i g a t i o n t o produce 

IHB documents i n discovery (or to require IHB to do so). We are 

aware of no such decisions. The decisions of the Board and the 

ICC that Appellants c i t e did not involve Rule 1114.30(a)(1) or 

discovery." 

Moreover, Appellants' references to two court cases 

(both c l e a r l y distinguishable'-) that do concern discovery 

overlook abundant learning t h a t these issues are "highly f a c t -

s p e c i f i c , " and that there i s no "over arching r u l e . " Wright, 

M i l l e r & Marcus, Federal Practice & Procedure C i v i l 2d S 2210, at 

397, 399 (1994). The case f o r f i n d i n g " c o n t r o l " for t h i s purpose 

i s said t o be strongest where the corporate a f f i l i a t e s are a l t e r 

" I n Decision No. 12 at 8, i n t h i s proceeding, served July 
23, 1997, i n r e f e r r i n g to Conrail's c o n t r o l of IHB the Board was 
nerely summarizing the proposed d i s p o s i t i o n of Conrail assets i n 
the Chicago area as set f o r t h i n the Application. In Rio Grande 
Indus. — Purchase and Related Trackage Rights — Soo Line R.R.. 
6 I.CC. 2d 854 (1990), the ICC determined that no issue of 
unlawful c o n t r o l of IHB would arise by another railroad's 
a c q u i s i t i o n of 50% of Soo's 49% i n t e r e s t i n IHB because Conrail's 
51% was a c o n t r o l l i n g i n t e r e s t . This v?oes not bear on ( l e t alone 
automatically determine) whether documents of such a " c o n t r o l l e d " 
r a i l r o a d are subject to discovery through the r a i l r o a d owning i t s 
stock. 

'^In Comeau v. Rupp. 810 F. Supp. 1127 (D. Kan. 1992), the 
issue did not involve corporate a f f i l i a t e s , but rather government 
agencies; the court held t h a t sanctions were not warranted when 
one agency had f a i l e d to produce documents w i t h i n the c o n t r o l of 
another agency. In Scott v. Arex. Inc.. 124 F.R.D. 39 (D. Conn. 
1989), the Magistrate held that the officer-"owner" of a small 
corporation was obliged to produce documents of the corporation. 
The motion was evidently unopposed ( i d . at 42), with the owner 
not claiming t h a t the documents were not w i t h i n his c o n t r o l . 
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egos, where the facts would warrant "piercing the corporate 

v e i l , " and where the party has acted as an agent f o r the nonparty 

i n connection with the matter at hand. I d . None of t h a t i s the 

case here. 

b. The Facts Do Not Warrant A Finding 
of "Control" For Discovery Purposes 

The f a c t that Conrail owns 51% of the stock of IHB does 

not i t s e l f s u f f i c e to establish that Conrail i s e n t i t l e d t o 

demand that documents or data generated by IHB i n the ordinary 

course of i t s separately managed business, that are i n the 

possession, custody and control of IHB, be produced t o Conrail to 

respond t o discovery. Appellants have not shown or even asserted 

that Conrail and IHB are " a l t e r egos"; th a t Conrail had acted as 

the agent of IHB i n t h i s proceeding; t h a t IHB t r a f f i c f i l e s are 

intermingled with Conrail's; or any other facts warranting 

disregard of the corporate and day-to-day separation between 

Conrail and IHB. 

As counsel for CP/Soo explained, i t does not view 

Conrail as having the "control" of IHB required for Conrail to be 

used as a vehicle for discovery of IHB documents. According to 

CF/Soo, Conrail personnel also a f f i l i a t e d with IHB would be 

required to respond to discovery requests for IHB documents not 

as Conrail employees, but as o f f i c i a l s of a totally separate 

corporate entity, with duties to a minority stockholder. CP/Soo 

confirmed that IHB is operated independently of Conrail, and that 

i t i s operated with neutrality. CP/Soo added that IHB owns i t s 

- 14 -



own equipment, has contracts with Soo, Conrail and t ) i i r d p a r t i e s , 

and deals w i t h the world as an independent e n t i t y (10/16/97 Tr. 

53-55) . 

Against t h i s , Appellants' factual submission consisted 

largely of statements i n court opinions i n l i t i g a t i o n concerning 

the a p p l i c a t i o n of a Conrail insurance policy t o a claim against 

IHB based on events occurring more than a decade ago." Since 

those events CP/Soo has replaced the former minority owner (the 

bankrupt Milwaukee Railroad), and the rel a t i o n s h i p of the p a r t i e s 

today i s not the same as i n the early 1980s. 

Appellants do not dispute that day-to-day c o n t r o l of 

IHB's operations i s i n i t s General Manager, i n Hammond, Indiana, 

where i t s operational records (including the documents sought by 

Appellants) are located. As the O f f i c i a l Railwav Guide 

descr i p t i o n of IHB c i t e d by Appellants makes clear, except f o r 

three Conrail personnel who also have IHB t i t l e s , ' * the other 23 

IHB o f f i c i a l s l i s t e d — responsible f o r the operating, labor 

r e l a t i o n s , personnel, real estate, i n d u s t r i a l equipment, 

marketing and sales, claims, law, accounting and treasury 

departments — are i n Indiana or I l l i n o i s . The fact that Conrail 

may have agreed to perform c e r t a i n non-operational administrative 

functions f o r IHB fo r a fee i s evidence of an arm's length 

"see Winston Network. Inc. v. Indiana H. B. R.R.. 94 4 F.2d 
1351 (7th Cir. 1991) . 

'••We note that CP/Soo, the minority stockholder, 
characterized these o f f i c i a l s as "basically figureheads" 
(10/16/97 Tr. 55). 
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r e l a t i o n s h i p , not of c o n t r o l . Appellants' reliance upon the 

location of such matters as the corporate seal r e f l e c t s an 

elevation of form over substance.'' 

Moreover, the p r e v a i l i n g cas". law i n other agencies and 

i n the courts r e j e c t s the p o s i t i o n urged by Appellants, i n which 

any company owning more than 50% of the stock of another i s 

deemed to " c o n t r o l " i t s documents for discovery purposes.'* 

Compare Chaveriat v. Williams Pipe Line Co.. 11 F.3d 1420, 1426-

27 (7th Cir. 1993) ( f a c t that party could have obtained material 

i f i t had t r i e d hard, but did not do so, does not mean i t i s 

wi t h i n i t s " c o n t r o l " ) . 

'""Appellants' assumption that Conrail exercises c o n t r o l of 
IHB's a c t i v i t i e s f o r the benefit of Conrail i s belied by i t s 
acknowledgement that IHB cu r r e n t l y provides "neutral intermediate 
switching services" (App. 9). I n other words, despite Conrail's 
ownership of 51% of IHB's stock, IHB does not favor Conrail over 
the other railroads that operate over i t or use i t s services. 

'*See, e.g. . Williams Natural Gas Co. . 72 F.E.R.C. (CCH) 
% 61,170, at 61349 (1995) (defines " c o n t r o l " i n s i m i l a r l y worded 
FERC discovery .-uie as r i g h t "to use or dispose of the records 
sought;" applying that standard, FERC found t h a t company served 
with discovery did not have " c o n t r o l " r e l a t i o n s h i p with several 
commonly owned companies, even though a l l were housed i n the same 
bu i l d i n g as company served with discovery, because i t did not 
have r i g h t or access to records of those commonly owned 
companies). See also Gerling I n t ' l Ins. Co. v. IRS. 839 F.2d 
131, 140-41 (3d Cir. 1988) ("Where the 3 i t i g a t i n g corporation i s 
the parent of the corporation possessing the records, courts have 
found the r e q u i s i t e control where 'a subsidiary corporation acts 
as a d i r e c t instrumentality of and i n d i r e c t cooperation with i t s 
parent corporation, and where the properties and a f f a i r s of the 
two [were] . . . i n e x t r i c a b l y confused as to a p a r t i c u l a r 
transaction' . . . " ) . 
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CONCLUSION 

The appeal should be denied. I t i s moot and not 

p r o p e r l y b eiore the Board. The discovery requests i n issue seek 

c o n f i d e n t i a l IHB documents t h a t have not been shown t o be needed 

t o provide s u b s t a n t i a l r e l e v a n t evidence. Beyond t h a t , i f the 

Board reaches the " c o n t r o l " issue, t h e r e i s no basis f o r 

r e q u i r i n g C o n r a i l t o produce those documents from IHB. 

Re s p e c t f u l l y submitted. 
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EXHIBIT A 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 33388 

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

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

INDIANA HARBOR BELT RAILROAD'S 
NOTICE OF INTENT TO PARTICIPATE 

Indiana Harbor Belt Railroad Company (IHB) hereby gives notice that it intends 

to participate as a party of record (POR) in the above-captioned proceeding and that it 

will use the acronym "IHB.' The representative of the party to be served is: 

Roger A. Serpe 
General Counsel 
Indiana Harbor Belt Railroad Company 
175 West Jackson Boulevard 
Suite 1460 
Chicago, Illinois 60604-2704 
(312) 715-3868 

0«ic»of theSocfotary 

r-:::-\ Parte* 
L5J Pubic flacoij_ 

Respectfully submitted, 

^ /r77^ 6 - }iu 
Roger A. Serpe 
Indiana Harbor Beit Railroad Company 
175 W. Jackson Boulevard 
Suite 1460 
Chicago, Illinois 60604-2704 
(312) 715-3868 

Date: June 27, 1997 Counsel for Indiana Harbor Belt 
Railroad Company 



CERTIFICATE OF SERVICE 

I hereby certify that on the 27th day of June, 1997, I served a copy of the 

foregoing Indiana Harbor Belt Railroad Company's Notice of Intent to Participate by 

first class mail, postage prepaid, upon: 

Richard A. Allen, Esq. 
Zuckert, Scoutt Rasenberger, L.L.P. 
888 Seventeenth Street, N.W., Suite 600 
Washington, DC 20006-3939 

Administrative Law Judge Jacob Leventhal 
Federal Energy Regulatory Commission 
888 First Street, N.E., Suite 11F 
Washington, DC 20426 

Dennis G. Lyons, Esq. 
Arnold 8< Porter 
555 12th Street, N.W. 
Washington, DC 20004-1202 

Paul A. Cunningham, Esq. 
Harkins Cunningham 
1300 19th Street, N.W., Suite 600 
Wa.«;hington, DC 20036 

Roger A. Serpe ; 

L 



EXHIBIT B 



OPPENHEIMER WOLFF & DONNaiY 

Two PruJential Pla^ 
45tK Hocf Chicaec 
18C >.'ti«K StcDcn Avenue 
ChvcajL, IL 6C60: -6710 

(312̂ 616-1800 
FAX (3::)6i^-'^!W 

October 17, 199? 

V̂ A TFF.rFAX 

Ytiric 

Fan: 

bair.t Fail 

lhe Honorable iacob Leventhal w»<!>.ncr<̂ r. r c: 
Presiding Administrative Law Judge 
Federal Energx' Regulatory Commission 
838 First Street, N.E., Suhc IIF 
Washington, D C 204C2 

RE: Finance Docket No. 333«8. CSX Corporadon and CSX Transportation. Inc.. 
Norfolk Southeni Corporadon and Norfolk Southem RjUwav Company - Control 
HieJ OueratluK Le»>CT/Aitregmeiit> - CunraiL Lie, aiid Consolidated Rail Ccrporation 

Dear Ii cge I eventhal-

Duriny the Jiicuveiy cyiifwcite Lcld lefo!t you uu Owlubci JO. 1997, you directed me to 
coatfict Rogcf Serpe, trcne.'al Counse; for the Indiana HarDor Belt Kailroad Company C'lHB"), to 
detemiine whether he and I could reach some mutually-satisf3c:or>- agreement as to a voluntary 
production bv IHB ofthe docoments which Wisconsin Centra Ltd and the Elgin, Joliet & Eastem 
Rdilwav Compaiiv have scuglu iii WC-̂ , "Third Set of Requests to Produce Documents of Wsccnsin 
Lent.'al Ltd.' and'liJh-» ": lurd Set of Requests to Produce of Transtar, Inc. and Elgin, Joliet and 
Eastern Railway Company." respectively. 

Mr Serpe and 1 were abic :o discuss these issue after the dose of business yesterday Although 
he was unable at ihai time to contact his client and determine the precise nature ofthe documents 
possessed by them, he and I were able to sufficiemly narrow the scope ofthe inlbmiation sought by my 
clients such that we believe we can resolve any issues Lhat remain outstanding later this moming. 
Therefore, he and I agreed that there is no need for a telephone discovery conference to be held before 
you ttt 10 00 EDT diis jnoniiiig 

I have contacted the counse! listed below to infonn then that the conference will not be needed. 



OPPENHEIMER WOLFF 5? DON>JELLY 

The Honorable Jacob Leventhal 
October 17, 1907 

" With this letter 1 am also confirmmg tiat my agreement with Mr. Serpe is not intended to 
indicate anv waiver of anv rights which EJE and/or WC might have to appeai Your Horvor s rulings 
made d-jring the discoveiy conference yesterday, particularly with regard to the .sst.e or whether fonra,! 
is in "conuol" of the IHB for purposes of 49 C.F.R. §1114.30. 

Thank you .'"or your assistance in resolving these issues. Please contact the undersigned if you 
have any questions. 

Very truly yours, 

Thomas J. Heaiey 

CC: John V Edwards, Esq 
Drew A Harker, Esq 
David H rnhnm. r«q 
Ccrald Norton. Esq 
Roger ^ Seri e, Esq 

TIH/'pic 

•CH. 7aioa«oi i<vi7/r 



EXHIBIT C 



LNDI.A.NA H-ARBOR BELT RAILROAD COMPANY 
175 West Jackacr Boui«v«f(3. Suit* 1*60 

Ĉ K*go. Illinois scecM 

TSLEPHONE (312) 71Me«a 

ROGER A stBPE ,3,2, ns-aeeo 

C^tibcr 1" 1997 

Thomas J Healey, tsq 
Oppenheimer Wolff & Donnelly 
Two PrMdentiai Plaza 
45th Floor 
180 Nonh Stetson .Avenue 
Chicago, 1L^060: -^^I'J 

RE: STB F D Nc 33J8S. CSX Ccrpcr̂ uon. ct i l 
-- Control and Op«ra:ins Leases / Agre<rtnents 
- Ccnrai' Inc., et ai 

DMr \fr Heaiey 

li- resconse to WC - "Third S«: Of llecuesi; to Produce Docvrnf-nT* nf 
Wisconsin Central Ltd " and EJE • 8 Trard Sc cf Requests to Produce of Transtar, Inc. 
and E'gin, Jolie and Eastem Rajiwa>- Company," respectively and puisuant lu v̂ v 
aoreement the 1KB is providing the foUowir.B information as Wl and complete ccmpnance 
vnth all outstandina discoverv requests propounded by Wisconsin Central EJ&E and 
Transtar Inc cuKcerang n i ' s present operations The IHB cor,s;der5 this infonnannn rr. 
be confidential and pursuant to said designation understands that the use, on your behalf, 
cf any ofthe information prodded herein will be redacted from any public filing:.. 

2 Enclosed is a copy of IKB's traffic density chan refleamg total annual torjiagc by 
line segment for d:c vear 199-5, 

3. enclosed is a copy of a current IKB timetable. 

4, Enclosed is a copy of ilow orders for IHB 

5 Please refer tc EHB umetable provided herein. 

6 Enclosed U a copy of IHB's track diagrams 

7 Please refer lu IHB timetable provided herein. 



Should you have any qucsticn regarding these responses pleas, feel f-^ to cortact me 

ii ncerely, 

Roger A Serpe 



EXHIBIT D 



S L O V E H 8C L O F T U S 
A T T O W K T S J L T L A W 

1234 S I T V T J j r r K K S T a S T K B K T , N-
W T L U A M L . SLOVTSS 

c. lacmtja. Lorrvs wj^sninorcm, v c soaoe 
D O f t a i D C - A . \T .ST 
JOHTf H . UE S E V » 
K r L V l N J . DOWD 
S O B B S T S . B O S J C M S E B C 
C H R I S T O P H E E * • M I L L S 
rSXSTK .J. P K B O 0 « U Z 2 i 

October 15, 1997 

VTA FACSIMILE 

The Honorable Jacob Levent:hal 
Presiding Administrative Law Judge 
Federal Energy Regulatory Commission 
888 F i r s t Street, N-E., Suite I I F 
Washina-^on, D.C 20426 

Re F.D. No. 33388, CSX Corporation, et a l . 
Control and Operating Leases/Agreements 
Conrail Tne. et. a l . 

Dear Judge Leventhal: 

On behalf of the C i t i e s of East Chicago, Indiana; 

Hantmond, Indiana; Gary, ^ ^ ^ ^ ^ " ^ ^ ! f } t ' i f ^o'adttJa i h a t JS^ 
t i v e l y the "Four City Consortium"), t h i s i s t o ^V^J. 
FouJ C i t y consortium has reached 
H^rbcr Belt Railroad Company ("IHB" under which the IHB v i l l be 
?;jS!sh?ng c e ^ i i L i n f o r S a t l o i sought by ^ J j ? , f - S ^ ^ t r M ^ ^ i . ^ ^ r 
nection v^ith i t s Notice of Deposition of IHB's General Mf^ager, 
SharleS I A l l e n . Accordingly, the Consortxu^ hereby w i t ^ ^ ^ ^ 
i t s Notice of Deposition eind represents that ^J-.^^^I^^^J^i^g^'and 

.f„̂ i-h<â  n<»P>d of discovery w i t h respect to IHB s t a c i l i t i e s anu 
p?eieJt ; ^ ? a S o n i . S r a l f ^ withdraw t h i s item from the agenda 
for tomorrow's discovery conference. 

With respect to the Consortium's motion t o compel 
r ^ ^ ^ ^ A i n of i t s Second Set of Interrogatories and 

IS s a t i s i i e a wiuu T„i.<arroaatorv No. 1. I n addition, CSX has 
'/^ ''i;Jd r i a ? ! t f a ? t o S s u p ? S S t a ? response to Interrogatory 

AccorSiigJy? ? S CoSLrtium also withdraws i t s motion to 



The Hon. Jacob Leventhal 
October 15, 1997 
Page 2 

compel responses to these questions from the agenda f o r tomor-
row's discovery conference. 

Sincerely yours. 

Christopher A. M i l l s 

CAM/mfw 

cc (Via f a c s i m i l e ) : Gerald P. Norton, Esq. 
^ David H. Coburn, Esq. 

John V. Edwards, Esq. 
Roger Serpe, Esq. (IHB Gen. Counsel) 
Restricted Service L i s t 



CERTIFICATE OF SERVICE 

I , Gerald P. Norton, certify that, on this 24th day of 
October, 1997, I caused a copy of the foregoing document to be 
served by overnight mail and/or facsimile on William C. Sippel of 
Oppenheimer, Wolff & Donnelly at Two Prudential Plaza, 45th 
Floor, 180 North Stetson Avenue, Chicago, I l l i n o i s 60601, 
counsel for Flgin, Joliet and Eastern Railway Company and 
Wisconsin Centrail Railroad, and by f i r s t class mail, postage 
prepaid, or by a more expeditious manner of delivery on a l l 
parties appearing on the restricted service l i s t established 
pursuant to paragraph 3 of the Discovery Guidelines in Finance 
Docket No. 33388. 

Mr. Vernon A. Williams, Secretary 
Surface Transportation Board 
Mercury Building 
1925 K Street, N.W. 
Washington, D.C. 20423-0001 

1 
/ 

~* Gerald P. Norton 
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,-'to^'/'9 
lu. S. Department of Ju.stice 

Antitrust Division 

)2;^ 7ii\ Sireel. N W. Suite .SOO 

Waihrng- m IK :i)530 

October 24, 1997 

Mr. Vernon A. Williams, Secretary 
Surtace Transportation Board 
1925 K Street, N.W., Seventh Floor 
Washington, DC 20423-0001 

Re: Conrail Control Ca.se -- STB F, 
4 

Office of fhe S«cfetafy 

nanc 

Dear Sec-"etarv Williams: 

Yesterv'tay we determined that c e r t a i n redacted phrases and 
passages i n "he Public Version of the Comments we f i l e d on 
October 21 ar= not highly co n f i d e n t i a l and therefore may be set 
out i n the Public Version of our Comments. We n o t i f i e d a l l 
Parties of Record of our determination and c l e a r l y i d e n t i f i e d the 
declass^ified phrases and passages i n a Memorandum dated October 
23, 19S7. 

In order to maintain the accuracy of the Board's public 
records we propose to sub s t i t u t e the enclosed revised Public 
Version of our Comments f o r the Public Version of our Comments 
that we f i l e d on October 21. Accordingly, I am enclosing f or 
f i l i n g an o r i g i n a l and 25 copies of the revised Public Version of 
the Comments of the United States Department cf Justice (DOJ-1). 
I am also enclosing one 3.5 inch disk containing these revisions 
i n Word Perfect 6.1 format. 

Thank you fo r your assistance i n t h i s matter. I f you have 
any questions please f e e l free to c a l l me at 202-307-6357. 

Sincerely/yours^ 

Michael P. Harmonis 
Attorney 
Transportation, Energy and 

Agriculture Section 

Enclosures 

cc: The Honorable Jacob Leventhal 



As Revined 
230ct.i>7 

PUBLIC (REDACTED) VERSION 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

WASHINGTON, D.C. 

CSX CORPORATION AND CSX TRANSPORTATION, ) 
) INC., NORFOLK SOUTHERN CORPORATION 

AND NORFOLK SOUTHERN RA.ILWAY COMPANY 
--CONTROL AND OPERATING LEASES/ 
AGREEMENTS--CONRAIL INC. AND 
CONSOLIDATED RAIL CORPORATION 

) FINANCE DOCKET 
) NO. 3 3"S"?8 

) 

COMMENTS OF THE UNITED STATES, 
DEPARTMENT OF JUSTICE ^ 

tlNTERED 
Ot!»c« ot the Secretary 

m Partof 
Public Record 

Communications w i t h respect t o t h i s document should be 
addressed t o : 

Roger W. Fones, Chief 
Donna N. Kooperstein, A s s i s t a n t Chief 

Michael P. Harmonis 
A t t o r n e y 

Transportation, Energy U 
A g r i c u l t u r e Section 

A n t i t r u s t D i v i s i o n 
U.S. Department c f J u s t i c e 
325 Seventh S t r e e t , N.W. 
Washington, D.C. 20530 

(202) 307-6357 

October 21, 1997 



As Revised 
230ct.97 

BEFORE THE 
SURFACE TRANSPORTATION BOARD 

WASHINGTON, D.C. 

CSX CORPORATION AND CSX TRANSPORTATION, ) 
INC., NORFOLK SOUTHERN CORPORATION ) 
AND NORFOLK SOUTHERN RAILWAY COMPANY ) FINANCE DOCKET 
--CONTROL AND OPERATING LEASES/ ) NO. 3 3 388 
AGREEMENTS--CONRAIL INC. AITO ) 
CONSOLIDATED RAIL CORPORATION ) 

COMMENTS OF THE UNITED STATES 
DEPARTMENT OF JUSTICE 

CSX Corporation ("CSX"), N o r f o l k Southern Railway Company 

("NS"), and C o n r a i l Inc., c o l l e c t i v e l y the "App l i c a n t s , " have 

a p p l i e d t o the Board f o r a u t h o r i z a t i o n of the a c q u i s i t i o n of 

c o n t r o l by CSX and NS of C o n r a i l , and f o r the d i v i s i o n of 

C o n r a i l ' s assets between them. The United States Department of 

J u s t i c e hereby submits comments as t o >.lit l i k e l y c o m p e t i t i v e 

impact of the proposed t r a n s a c t i o n , along w i t h the testimony of 

one witness. Dr. Peter A. Woodward. 

PRELIMINARY POSITION QF THE DEPARTMENT OF JUSTICE 

Based on the i n f o r m a t i o n c u r r e n t l y i n the recor d and on i t s 

own i n v e s t i g a t i o n , the Department believes t h a t the unconditioned 

a c q u i s i t i o n of C o n r a i l and the d i v i s i o n of i t s assets by and 

between CSX and NS would r a i s e s i g n i f i c a n t c o m p e t i t i v e problems 

i n a t l e a s t three markets i n v o l v i n g c o a l - f i r e d e l e c t r i c a l u t i l i t y 

p l a n t s , i n which the effecti-"-e number of competing coal shippers 

would d e c l i n e from two t o one. The Department t h e r e f o r e has 

concerns t h a t approval of the t r a n s a c t i o n as proposed w i l l 

r e s u l t i n a s u b s t a n t i a l lessening of co m p e t i t i o n i n these three 



markets, and l i k e l y w i l l urge the Board t o impose s p e c i f i c 

c o n d i t i o n s i n the form of s h o r t segments of trackage r i g h t s t o 

prevent the c o m p e t i t i v e harm. 

These comments describe the proposed t r a n s a c t i o n and the 

a p p l i c a b l e l e g a l standards, discuss the economic framework i n 

which we have analyzed the proposed merger, and summarize the 

r e s u l t s of the Department's a n a l y s i s , which i s described i n 

gre a t e r d e t a i l i n the testimony of our wit n e s s . 

DESCRIPTION QF THE PROPOSED TRANSACTION 

I n what nay be the l a r g e s t r a i l r o a d breakup i n the nati o n ' s 

h i s t o r y , CSX and NS pl a n t o purchase C o n r a i l f o r $10.2 b i l l i o n . 

Together these three r a i l r o a d s accounted f o r $13.3 b i l l i o n i n 

sales i n 1996. C o n r a i l operateo 10,701 mil e s of t r a c k i n the 

East and Midwest. CSX and NS, r e s p e c t i v e l y , operate 18,500 and 

14,300 miles of t r a c k i n the Southeast and Midwest. A f t e r the 

breakup, CSX and NS each would operate more than 20,000 route 

miles i n the eastern United States. 

NS and CSX plan t o d i v i d e C o n r a i l ' s p r i n c i p a l routes, which 

form an "X" cro s s i n g i n Ohio, w i t h each r a i l r o a d o p e r a t i n g two of 

the four legs of the "X". CSX w i l l acquire most of Co n r a i l ' s 

main r a i l l i n e from St. Louis through I n d i a n a p o l i s and Cleveland 

to New York, Boston, and Montreal. CSX al s o w i l l a cquire most of 

Con r a i l ' s routes i n Ohio, Indiana, and I l l i n o i s . NS w i l l acquire 

C o n r a i l ' s main l i n e from Chicago t o P i t t s b u r g h and P h i l a d e l p h i a 

as w e l l as two l i n e s connecting New York t o the c u r r e n t NS l i n e 

at B u f f a l o and most l i n e s i n Michigan, Maryland, Delaware, and 



Pennsylvania. NS and CSX each w i l l gain a route connecting i t s 

lin e s i n the Southeast with New York, North America's largest 

consumer market. CSX and NS w i l l j o i n t l y operate tracks and 

terminals i n the New York metropolitan area. New Jersey, and 

Det r o i t , as wel l as m parts of Philadelphia. 

While the proposed transaction would cr'-ute new r a i l 

competition, most notably i n n i;or markets i n New York, New 

Jersey, and Philadelphia, CSX and NS acknowledge that there also 

would be markets where shippers would see t h e i r options decline 

from two r a i l c a r r i e r s to one. See CSX/NS-18, Vol. 1 at 4. I 

an attempt to remedy the acknowledged competitive concerns i n 

these markets, CSX and NS have agreed to provide one another wit h 

trackage and/or haulage r i g h t s , which they contend would permit 

the continuation of t w o - r a i l c a r r i e r service wherever possible. 

S££ i d . 

LEGAL STANDARD 

The ICC 'iermination Act of 1995 ("the Act") sets out the 

framework under which the Board must review and analyze t h i s 

merger. See 49 U.S.C. §§ 11321-27. In proceedings involving 

r a i l consolidations, mergers and acquisitions of control, the Act 

requires the Board to consider a number of elements i n making i t s 

essential f i n d i n g of whether the transaction i s consistent w i t h 

the public i n t e r e s t . 49 U.S.C. § 11324. One element of the 

public i n t e r e s t i s whether the proposed transaction would have an 

adverse e f f e c t on competition among r a i l c a r r i e r s i n the affected 

region or i n the national r a i l system. 49 U.S.C. § 11324(b)(5). 



I t i s thus necessary for the Board to determine whether a 

proposed merger or a c q u i s i t i o n of control w i l l produce an 

anticompetitive j f f e c t i n any defined market. Although the Board 

does not s i t as an a n t i t r u s t court i n determining compliance wi t h 

the a n t i t r u s t laws, the Board must define the economic markets 

that would be affected by a proposed transaction and then 

evaluate i t s competitive effects i n order to reach i t s ultimate 

public i n t e r e s t determination. The p o l i c i e s embodied i n the 

a n t i t r u s t laws must be considered i n conducting an appropriate 

balancing test to determine the public i n t e r e s t . See FMC V. 

Aktiebolaaet Svenska Amerika Linien, 390 U.S. 238, 243-46 (1968); 

Northern Lin̂ .̂g Merger Cases. 396 U.S. 491, 511-13 (1970). 

I t i s i n t h i s framework that the United States Department of 

Justice o f f e r s i t s preliminary comments and the testimony of i t s 

witness. The testi.-nony of Dr. Peter A. Woodward, an economist 

with the Department of Justice, analyzes the competitive effects 

of the proposed transaction. 

FRAMEWORK FOR ANALYSIS 

The core issue i n t h i s competition analysis i s whether the 

proposed transaction l i k e l y would create or enhance market power 

or f a c i l i t a t e i t s exercise. Market power i s the a b i l i t y of a 

s e l l e r p r o f i t a b l y to maintain prices abovfi competitive levels (or 

reduce q u a l i t y or service below competitive levels) for a 

s i g n i f i c a n t period of time. The r e s u l t of the exercise of market 

power i s a transfer of wealth from buyers to s e l l e r s ard/or a 

misallocation of resources. A merger can f a c i l i t a t o the exercise 



of market power by increasing the l i k e l i h o o d of coordinated 

i n t e r a c t i o n among competing firms, or by creating a market 

structure i n which firms f i n d i t p r o f i t a b l e to u n i l a t e r a l l y raise 

pric'jS or reduce output. 

The f i r s t step i n determining whether a proposed merger 

would be l i k e l y to create, enhance, or f a c i l i t a t e the exercise of 

market power i s to define the markets w i t h i n which the merging 

parties compete. In t h i s case, the d e f i n i t i o n of a market begins 

with the basic service provided by the r a i l r o a d -- the 

transportation of a p a r t i c u l a r commodity from a p a r t i c u l a r o r i c i n 

tc a p a r t i c u l a r destination. Conrail, CSX, and NS compete f o r 

s i c . i i f i c a n t amounts of t r a f f i c i n a large number of markets, and 

i n some ĉ f the markets where they compete, they are the only r a i l 

c a r r i e r s who are or p o t e n t i a l l y could be providing service. 

The market, however, may not be l i m i t e d to r a i l c a r r i e r s . 

Intermodal competition i n the form of truck, barge, or sometimes 

pipeline movements may allow shippers wi t h few r a i l a l t e r n a t i v e s 

to s u b s t i t u t e another mode of transportation for the shipment of 

a commodity from a p a r t i c u l a r o r i g i n to a p a r t i c u l a r destination. 

I f another mode of transportation i s a close su b s t i t u t e f o r r a i l , 

a single r a i l c a r r i e r alone l i k e l y woulH not possess market power 

in the movement of that commodity; the r a i l c a r r i e r ' s a b i l i t y to 

raise rates would be constrained by the shippers' a b i l i t y to use 

another mode. 

For some commodities, however, transportation by truck 

cannot compete with r a i l because the distance the commodity i s 



shipped i s great, the volume of the commodity shipped i s large, 

or the value of the commodity as compared to i t s weight i s small. 

Water competition i s often l i m i t e d by the geographic loca:ion of 

the shipper or receiver, and sometimes by seasonal factors. 

Source competition i s also a p o t e n t i a l factor i n market 

d e f i n i t i o n . Source comper.itic>n could allow a shipper to avoid a 

supra competitive r a i l rate between two points by UF 'ng 

a l t e r n a t i v e r a i l c a r r i e r s to t^hip a commodity from, a d i f f e r e n t 

source or to a d i f f e r e n t destination. Where there i s neither 

e f f e c t i v e intermodal competition nor scarce competition, the 

proposed transaction, by reducing the number of r a i l competitors, 

l i k e l y w i l l increase the merged c a r r i e r ' s market power and r e s u l t 

i n competitive harm. 

In some si t u a t i o n s , i t may be i n the public i n t e r e s t to 

allow a merger that reduces competition i f the transaction i s 

necessary to achieve s i g n i f i c a n t e f f i c i e n c i e s , and those 

e f f i c i e n c i e s are great enough to outweigh the higher prices or 

lower q u a l i t y that would otherwise occur from the loss of 

competition. The burden of proving such e f f i c i e n c i e s i s on the 

proponents of the merger. See FTC v. University Health. Inc., 

938 F.2d 1206, 1222-24 ( l l t h Cir. 1991). Given the d i f f i c u l t y of 

accurately p r e d i c t i n g merger benefits, e f f i c i e n c y claims should 

be c a r e f u l l y examined, p a r t i c u l a r l y where the p o t e n t i a l 

competitive harm from the merger i s great. Claimed e f f i c i e n c i e s 

should be rejected i f equivalent or comparable savings can be 

achieved by other means. S££ University Health. 938 F.2d at 1222 



n.30; Horizontal Merger Guidelines, issued i n 1992, revised i n 

1997 § 4. 

•SUMMARY OF EVIDENCE 

As the Applicants recognize, the unconditioned a c q u i s i t i o n 

and d i v i s i o n of the Conrail assets by CSX and NS would raise 

s i g n i f i c a n t competitive concerns i n p a r t i c u l a r markets, reducing 

the r a i l options of shippers i n these markets from two c a r r i e r s 

to one. gee CSX/NS-18, Vol.1 at 4. The Applicants address these 

competitive concerns by agreeing to provide each other w i t h 

trackage and/or haulage r i g h t s that are said to give many of the 

affected shippers access to a second r a i l r o a d . Seg i d - I t i s 

the Applicants' position that t h e i r agreement on trackage and 

hauling r i g h t s i s appropriate to the circumstances, ensuring that 

"[a]dverse competitive effects from the transaction are 

ess e n t i a l l y non-existent." Xd-

The Applicants, however, have not gone far enough, for t h e i r 

remedies would leave either CSX or NS i n sole c o n t r o l of a number 

of c r i t i c a l r a i l l i n k s , and that presents p o t e n t i a l problems for 

c e r t a i n shippers. Nowhere do Applicants explain why the public 

i n t e r e s t would be better served by denying the affected shippers 

continuation of e f f e c t i v e t w o - r a i l c a r r i e r service. 

Dr. Woodward i n his V e r i f i e d Statement i d e n t i f i e s three 

s i g n i f i c a n t markets i n which the number of competitors 

e f f e c t i v e l y would decline from two to one as a r e s u l t of the 

proposed transaction. These markets involve coal shipments 

moving to receivers i n Indianapolis and Maryland. The t o t a l 



volume of t r a f f i c i n these two-to-one markets i s w e l l over $100 

m i l l i o n . 

Indianapol i.q Power & L i a h t Comoanv. IP&L's c o a l - f i r e d Stout 

p l a n t i s s i t u a t e d i n downtown I n d i a n a p o l i s on a l i n e of the 

Ind i a n a R a i l r o a d , which i s 89% owned by CSX. Stout procures i t s 

c o a l from Indiana mines 110 miTes t o the south of I n d i a n a p o l i s . 

Some 90% of t h a t coal i n 1996 was o r i g i n a t e d and d e l i v e r e d by 

Indiana .Railroad, w i t h the remainder o r i g i n a t e d from mines i n the 

same area ..-i' Indiana Southern R a i l r o a d and d e l i v e r e d by C o n r a i l 

v i a s w i t c h i n g s e r v i c e provided by Indiana R a i l r o a d . Indiana 

R a i l r o a d (CSX) and C o n r a i l thus compete f o r coal shipments t o 

Stout, v/ith t h a t c o m p e t i t i o n spurred on by IP&L's a b i l i t y t o 

b u i l d - o u t from Stout t o nearby C o n r a i l l i n e s . Pursuant t o the 

terms of the proposed t r a n s a c t i o n , however, CSX would acqu i r e 

C o n r a i l ' s l i n e s i n t o I n d i a n a p o l i s , and so the CSX-Conrail 

c o m p e t i t i o n f o r coal shipments t h a t IP&L now enjoys a t Stout 

would vanish. NS would re c e i v e trackage r i g h t s i n t o 

I n d i a n a p o l i s , but NS may not e f f e c t i v e l y replace the C o n r a i l 

c o m p e t i t i o n . F i r s t , NS does not have Conra i l ' s convenient access 

t o the nearby Indiana c o a l , which means i t s d e l i v e r e d costs are 

higher, which means NS l i k e l y could not o f f e r c o m p e t i t i v e r a t e s 

on c o a l shipments t o Stout. Second, "S l i k e l y wculd s u f f e r 

o p e r a t i o n a l problems (slowdowns and the l i k e ) i n using CSX's 

congested I n d i a n a p o l i s s w i t c h i n g f a c i l i t i e s . C o n r a i l too must 

depend on a competitor f o r s w i t c h i n g s e r v i c e s , but i t s t h r e a t t o 

re c e i v e a b u i l d - o u t (a t h r e a t t h a t NS cannot use as a l e v e r ) 

8 
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helps to ensure e f f e c t i v e cooperation. 

Potomac E l e c t r i c Power Company. PEPCO operates four coal-

f i r e d plants, each served by a single r a i l r o a d that supplies 

that plant's f u l l supply of coal. Conrail serves PEPCO's plants 

i n Chalk Point and Morgantown, Maryland. CSX serves PEPCO's 

plant i n Dickerson, Maryland, and NS serves the PEPCO plant i n 

Alexandria, V i r g i n i a . Morgantown and Dickerson are by far 

PEPCO's two most e f f i c i e n t plants, w i t h t h e i r r e l a t i v e 

e f f i c i e n c i e s being such that PEPCO r e a d i l y can substitute power 

from Conrail-served Morgantovm for power from CSX-served 

Dickerson, and vice versa. CSX and Conrail therefore could 

constrain each other from imposing s i g n i f i c a n t price increases i n 

the future on coal shipments to Dickerson and Morgantown. 

Pursuant to the terms of the proposed transaction, however, 

Conrail would transfer i t s Morgantown and Chalk Point lines to 

CSX. CSX thf^n would become the sole r a i l shipper to PEPCO's 

three most e f f i c i e n t plants, with PEPCO losing Conrail as a 

si g n i f i c a n t constraint on CSX's p r i c i n g . 

PSI Energy. Inc. PSI is an e l e c t r i c a l u t i l i t y company 

serving customers in India::-- Ohio, and Kentucky. PSI operates a 

number of coal-fired power jjiants, including i t s Gibson plant at 

Carol, Indiana. Much of Gibson's coal comes from the Cyprus-Amax 

mine in nearby Keensburg, just across the I l l i n o i s border. NS 

originates and delivers the Cyprus-Amax coal to Gibson over the 

only active r a i l line to Carol. Conrail has trackage rights over 

this line, and so i t can and does compete with NS in delivering 
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coal from Keensburg to Gibson. Pursuant to the terms of the 

proposed transaction, hcwever, Conrail would transfer i t s 

Keensburg-Gibson r i g h t s to NS, thus eliminating the Conrail-NS 

competition that PSI now enjoys at Gibson. 

Having thus i d e n t i f i e d three markets where shippers w i l l see 

t h e i r r a i l options e f f e c t i v e l y decline from two to one Dr. 

Woodward explains why the surviving c a r r i e r i n each one of these 

markets (either CSX or NS) l i k e l y w i l l have the a b i l i t y 

p r o f i t a b l y to raise prices above competitive levels. Dr. 

Woodward also analyzes the extent to which the CSX-NS agreement 

on trackage and/or haulage r i g h t s provides a competitive remedy. 

He concludes that the agreement would not be an adequate remedy 

because the Conrail competition eliminated as a r e s u l t of the 

proposed transaction would be replaced with an inadequate 

substitute or not be replaced at a l l . F i n a l l y , Dr. Woodward 

explains how the Board could remedy the affected markets by 

restoring the eliminated Conrail competition through l i m i t e d 

application of trackage, connection, and build-out r i g h t s . A l l 

three of Dr. Woodward's remedies wculd maintain two-carrier 

competition i n these markets without reducing the claimed 

e f f i c i e n c y gains that CSX and NS otherwise would achieve from the 

transaction. 

CONCLUSION 

The Department submits for the record the testimony of 

Dr. Peter A. Woodward, who has evaluated the competitive e f f e c t s 

of the proposed transaction. Based on the evidence i n the record 

10 



to date and on i t s own i n v e s t i g a t i o n , the Department has concerns 

t h a t the t r a n s a c t i o n as proposed v / i l l r e s u l t i n a merger t o 

monopoly i n a t l e a s t two markets and the s i g n i f i c a n t lessening of 

co m p e t i t i o n i n a t h i r d market. The Department reserves the r i g h t 

t o f u r t h e r comment on the a n t i c o m p e t i t i v e e f f e c t s and the 

adequacy of c o n d i t i o n s proposed by other p a r t i e s . 

R e s p e c t f u l l y submitted. 
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REDACTED VERSION 

VERyPIED STATEMENT 

OF 

PETER A. WOODWARD 

My name is Peter A. Woodward. I am an economist with the Antitrust Division of the 

United States Department of Justice (DOJ). This is my third appearance before the Surface 

Transportation Board (STB) or its predecessor agency.' Attached is a copy of my curriculum 

vitae. This statement evaluates the competitive effects of the propo.sed division of Conrail assets 

to CSX Corporation (CSX) and Norfolk Southem Corporation (NS).̂  In particular, it identifies 

three electric utilities. PSI Energy, Incorporated (PSI). Indianapolis Power & Light Company 

(IP&L), and Potomac Electric Power Company (PEPCO), for which the elimination of Conrail is 

likely to cause these shippers to pay higher prices for railroad transportation of the coal they 

purchase. Under the plan of the merger, PSI's Gibson generating station will lose 1 of only 2 

railroad competitors and IP&L's EW Stout plant (currently served by 2 railroads) will lose 

competition from Conrail that is not replaced by another railroad. PEPCO will lo.se 1 of 2 

^ I f i l e d testimony on c o m p e t i t i v e e f f e c t s and also on 
trackage and haulage r i g h t s i n the ICC proceeding B u r l i n g t o n 
Northern I n c . and B u r l i n g t o n Northern R a i l r o a d Company--Control 
and Merger--Santa Fe P a c i f i c Corporation and The Atchison. Tonpka 
and Santa Fe Railwav Company. Finance Docket No. 32549, Decision 
No. 38 (ICC served Aug. 23, 1995) (fiNZSZ). 

•̂ STB Finance Docket No. 33388. Since my statement concerns 
c o m p e t i t i v e e f f e c t s from combinations of p a r t i c u l a r C o n r a i l 
l i n e s w i t h CSX and other C o n r a i l l i n e s w i t h NS, I r e f e r t o the 
d i v i s i o n of C o n r a i l as a merger. 
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railroads serving its most efficient generating stations. The statement also suggests conditions on 

the merger that would remedy this loss of competition. 

This statement contains 5 parts. Part 1 specifies the analytical framework I use to 

evaluate how competition is affected by this railroad merger. I use the DOJ/FTC Horizontal 

Merger Guidelines' as the starting point for the analysis. Part 2 reports the geographic area 

measures that are used in the analysis as well as the product definitions. Part 3 describes the PSI, 

IP&L. and PEPCO generating stations adversely affected by the merger as currently structured. 

Part 4 explains why the utilities operating these stations are likely to face transportation cost 

increases. Part 5 proposes conditions the STB could grant that would remedy ihe.se competitive 

problems.'* 

I . The Merger Guidelines framework 

The economic principles underlying this statement are those of the Merger Guidelines: 

The unifying theme of the Guidelines is that mergers should not be permitted to create or 
enhance market power or to facilitate its exercise. Market power to a seller is the ability 
profitably to maintain prices above competitive levels for a significant period of time.. 

The Merger Guidelines apply generally-accepted economic principles to a merger in order to 

identify markets in which the merger is likely to lead to higher prices for consumers. 

Horizontal Merger Guidelines, issued A p r i l 2, 1992 and 
revised A p r i l 8, 1997 by the DOJ and the U.S. Federal Trade 
Commission (FTC). 

*This statement does not evaluate the l i k e l i h o o d that the 
benefits of almost $1 B i l l i o n claimed by the p a r t i e s to the 
merger w i l l be realized. Any such benefits can l i k e l y be 
achieved even a f t e r providing the s p e c i f i c remedies proposed here 
to the l i k e l y competitive harms i d e n t i f i e d . 

^Merger Guidelines, p. 2. 



Market power can only be understood in the context of an ei:onomically-meaningful 

relevant market. To find such a market, the Merger Guidelines seek to identify 

...a group of products and a geographic area in which it is produced or sold such that a 
hypothetical profit-maximizing firm...that was the only present and future producer or seller of 
tho.se products in that area likely would impose at least a "small but significant and nontransitory 
increase in price..."" 

Purchasers in these markets will be forced to accept this price increase, unless the competition 

between firms within the market prevents the increase. Any merger that reduces competition 

between sellers in a ma.ket as defined above, creates or enhances market power. 

This definition of a market is implemented by evaluating whether a price increase (as 

defined above) would be profitable to a (hypothetical) monopolist .seller. The increase would not 

be profitable if buyers shifted sufficient purcha.ses to other products, thus reducing the 

monopolist's sales by enough to eliminate the profitability of the price increa.se. Buyers might 

also respond to the price increase by purchasing the product from locations at which the price did 

not increase. This again, if done in sufficient volume, would make the price increase 

unprofitable. 

Starting from the products sold and areas served by each of the merging firms, the market 

will be defined once the set of products and geographic areas has been expanded enough so that a 

price increase would be profitable to a monopolist seller of these products in these areas. At this 

point, current market participants are identified. To this list are added "uncommitted entrants", 

or firms that would be likely lo enter "within one year and without the expenditure of significant 

sunk costs of entry and exit, in response lo a small but significant and nontransitory' price 

'Merger G u i d e l i n e s , p . 4. 
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increase."̂  The competitive significance of each of these finns is measured by its market share 

if it is already in the market, or its predicted market share, if it were likely to enter the market in 

the event of a price increase. The collective com|)etitiveness of all current market participants 

and uncommitted entrants is measured by the Herfindahl-Hirschman Index (HHI), calculated by 

squaring each firms market share, and then summing. If the post-merger value ofthe HHI is 

1800 or more, an increase in the HHI of 100 points or more is likely to create or enhance market 

power or facilitate its exercise." The construction ofthe HHI gives a more-than-proportionate 

importance to large market shares, and increases the most with a merger of two equal-sized firms 

to monopoly, reflecting lhe belief that this merger would, all other things equal, have a greater 

adverse impact on competition than one in which there remained 2 or more firms in the market. 

In situations in which most or all of the firms in the market have sufficient capacity to serve a 

significant amount of total market sales, and no significani disadvantage in obtaining these sales, 

the analysis considers the number of competitors rather than their market shares. Again, 

however, it is likely that a reduction in the number of competitors in a market from 2 to 1 is 

likely to harm competition more than a reduction from 3 to 2 or from 4 lo 3. 

2. F articipanis in the market for transportation to a generating station and the effeci of 

competition in this market 

For the PSI, IP&L, and PEPCO generating stations considered in this statement, coal is 

the most cost-effective fuel used. The stations ese other fuels such as oil and natural gas, but 

these cost from 2 to 3 times more than coal per unil of energy produced and tend to be used only 

'Merger Guidelines, p. 11. 

"Merger Guidelines, p. 16. 
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when Icwer-cost sources of electricity are unavailable. Consequently, only providers ofcoal 

trt»nsport.ition are potentially in the market. My analysis assumes thai all railroads that serve a 

particular generating station are in the market for transportation to this station, as long as each of 

the railroads has similar access to the type of coal used in the generating station. Generating 

stations localed on or near waterways sometimes receive coal from barges. And it is always 

physically possible lo ship al least some coal in by truck. But trucks are less economical at 

iransportation of bulky, high-volume commodities like coal because a single truck can carry only 

between one-fourth and one-third as much as a single railroad car. Many shippers do not have 

the ability to handle the enormous number of vehicles large-volume movement by truck requires. 

In addition, large-volume movements by trucks are often not feasible because of local traffic 

considerations. Trucks are also less competitive with railroads when the commodity iransported 

has a low value-to-weight ratio. The transit time disadvantage of railroads generates smaller 

inveniory carrying cost as the value of lhe product is lower. As discussed below, trucks and 

barges do not appear to be competitive with railroads for shipment of coal to the generating 

stations of PSI, IP&L, and PEPCO under consideration. 

Once all suppliers of transp »rtalion have been identified in a particular market, il is 

necessary lo determine in which of these markets the parties to the proceeding are competitors 

and whether the merger will lead to increased market power by either CSX, NS or any olher 

railroads. If, at pre-merger prices, trucks or barges represent competitive modes of 

transportation, then rail transportation does not consliiute i market and even a merger of all 

supplying railroads is nol likely to lead to increased market power. If the number of independent 

railroads remains sufficiently high after the merger, the merger is also not likely to increase 



market power.' 

3. Generating stations of PSI. IP&L, and PEPCO 

a. PSI 

PSI Energy is a subsidiary of Cinergy Corporation, a utility serving customers in Indiana, 

Ohio, id Kentucky. Cinergy is a member of the East Central Area Reliability Interconnection 

network"* (ECAR). PSI's most economical electricity comes from its Gibson and Cayuga, 

Indiana generating stations. The most efficient stations in the rest of the Cinergy network, 

Zimmer and East Bend, are similar in efficiency and utilization to the top PSI stations." PSI 

dispatches power according to the relative costs of each generating station, which are affecied by 

delivered fuel cost and plant efficiency.'' PSI's Gibson station, the largest in the Cinergy system 

and located in the southwest corner of the state, at Carol, consumed about 6.8 million tons of 

coal in 1996." About ********* tons of this coal comes from the Cyprus-Amax mine, located 

in Keensburg, Illinois, just across the Illinois border. This proximity to the coal mine has, in the 

'This statement uses both the number of railroads as well as 
t h e i r market shares, as the appr'-priate measures of competition, 
depending on the p a r t i c u l a r c i r c nstances. 

* An interconnection network i s a c o l l e c t i o n of generating 
stations operated by d i f f e r e n t member u t i l i t i e s that are 
connected by transmission lines and metered so that e l e c t r i c 
power can be generated by one member u t i l i t y ' s generating s t a t i o n 
and sold to another member u t i l i t y . 

11 Interview of ************** *********************^ PSI, 
and ***************** ***********«********«***^ September 19, 
1997 

' ' i b i d . 

13 J Q £ * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * . 

Cinergy FERC 1996 Form 1, p . 402.1. 



past, given Gibson access lo very inexpensive delivered coal.''* 

The only line railroad line into the Gibson .station is part of the NS system. NS transports 

all of the coal that the station consumes. Conrail, however, has trackage rights over the part of 

this line from Keensburg into Gibson, making it a competitive alternative lo NS for coal 

origmating in the Cyprus-Amax mine. As lale as December, 1994, Conrail actually delivered 

coal from Keensburg to the Gibson station, using the trackage rights over NS. The current NS 

track over which Conrail has trackage righls originally belonged to Penn Central (now Conrail). 

NS's predecessor. Southern, used to op<Tate a second line to Carol, but this line had been 

unused from 1972 to at least 1990, when PSI tried unsuccessfully lo buy it from NS.'" PSI had 

intended lo use this line to connect to CSX via a short line, the Posey ville and Owensville 

Railroad, in order to obtain lower rail rates. PSI also tried to reduce transportation costs into 

Gibson by filing complaints wilh the ICC in 1971 and 1979. PSI claimed that the rates charged 

by Conrail (which was then the only railroad serving Gibson) were too high. The ICC imposed a 

rate ceiling in response to the 1971 complaint but did nol grant any relief to PSI in response lo 

the second complaint. The ICC did, however, conclude that Conrail had market dominance over 

transportation into Gibson."" 

14************** interview , op c i t . 

^'Coal Week. September 17, 1990, p. 3. At t h i s point, PSI 
was receiving coal from both NS and Conrail but i t i s unclear 
whether the benefit to PSI from 2-railroad competition was as 
great as i t was i n 1994. This benefit i s discussed i n the next 
section. 

'^1981 WL 22782, *1 ( I . C C . ) ) . The ICC d i d t h i s 
r e l u c t a n t l y , noting that i t was possible to use a l t e r n a t i v e 
methods of transporting coal i n t o the s t a t i o n . PSI claimed that 
i t had investigated other methods such as a conveyor b e l t but 
that i t preferred r a i l transportation. 



b. IP&L 

IP&L, a subsidiary of IPALCO Enterprises, Incorporated, operates the EW Stout 

generating station in Incii.inapolis. Conrail and CSX are the only cla.ss I railroads currently 

serving Indianapolis and this city represents by far the largest of the "2 lo I " points identified by 

the parties lo the merger.'' Under the remedy proposed by the parties to this "2 lo 1" competitive 

overlap, NS will receive irackage righls over CSX to Indianapolis into Conrail's Hawthome Yard 

(which CSX will acquire, as well as the Conrail lines in Indianapolis) at which point CSX will 

switch the NS cars to customers such as IP&L.'" The Stout station is served directly by only 1 

railroad, the Indiana Railroad, but is also ser\'ed by Conrail via reciprocal switch. The Indiana 

Railroad is owned by CSX.''* The Stout plant is about lYi miles from a Conrail branch line and 

about 3 miles from the Indianapolis Union Belt Railroad (owned by Conrail).-" In 1996, the 

plam consumed about 1.25 million tons of coal, all transported by railroad and originating in 

Indiana mines located about 110 miles south of the plant. The Indiana Railroad supplied 90 

percent of the coal from these mines while Conrail supplied the remaining 10 percent through an 

'McClellan V.S., p. 46 (Volume 1 of the Application at 
548) . 

'"Indianapolis Switching Agreement (Exhibit X of the 
Transaction Agreement). 

"The Indiana Railroad i s owned by Midland United 
Corporation which i s 89 percent owned by CSX. (Applicants' 
Response to F i r s t Set of Interrogatories, F i r s t set of Requests 
for Production of Documents, and F i r s t Set of Requests For 
Admissions to Applicants From Indianapolis Power & Light•< P-
25). My analysis assumes that CSX can prevent the Indiana 
Railroad from acting contrary to CSX's inte r e s t s . 

^̂ lYî Q-̂ -\/2.ev! of *********************, ***************** ̂  and 
************^*********>************* IP&L, on October 7, 1997. 



interline wilh the Indiana Southem Railroad which serves mines in the same area.-' IP&L is a 

member of the ECAR Interconnection network, 

c. PEPCO 

PEPCO operates 4 generating stations, each served by a single railroad lhat supplies all of 

the station's coal. PEPCO's Morgantown and Chalk Point, Maryland, plants are served by 

Conrail and in 1996 consumed 2.5 million and 1,5 million tons ofcoal. respectively. The 

Morgantown plant is localed on the Potomac River and the Chalk Point plant is on the Paluxenl 

River, both of which flow into the Chesapeake Bay. PEPCO's Dickerson, Maryland, plant is 

served by CSX and in 1996 consumed 1.2 million tons of coal. PEPCO's Alexandria, "Virginia, 

plant, served by NS. last year consumed 730 thousand tons of coal." While they are all fueled 

by coal, PEPCO's 4 generating stations vary considerably in their efficiency and utilization rates. 

The Dickerson and Morgantown plants are by far the most efficient and most heavily-utilized 

PEPCO plants. In 1996 these plants operated at capacity factors of 67.7 and 70 percent, 

respectively, and had the lowest fuel costs and total expenditures per KWH.'' Al the olher 

extreme, the NS-served Alexandria pianl is the least efficient of the 4, and o{>erated at a capacity 

factor of only 39.3 percent, while the Chalk Point plant operated at only 26.9 percent.-̂  

21********* ^nd ****** interview, op c i t . and interview with 
IP&L counsel, October 3, 1997. 

"interview of ************************, PEPCO, 
*********************, PEPCO, and PEPCO counsel, on August 11, 
1997 . 

23 i b i d ; 1996 PEPCO FERC Form 1, various pages. 

^••According to PEPCO representatives, the Alexandria plant 
i s the least e f f i c i e n t PEPCO st a t i o n . I t i s unclear why t h i s 
plant was operated more extensively than Chalk Point, which 
according to the data i s more e f f i c i e n t . But i t seems quite 



PEPCO is a member of the PJM Interconnection Association (PJM), and in 1996 

purchased almost as IT uch electricity as il generated. PEPCO also sold significant amounts of 

electricity for resale, rather than to final consumers.̂ ' 

4. Market definition and competitive effects of the merger on *****, IP&L, and PEPCO 

Competition between 2 railroads to supply coal to a generating slalion is likely lo lead to 

lower railroad rates than a monopoly railroad would charge, if there are no other competitive 

modes of transportation. If this competition is eliminated by a merger, the only remaining 

competition would be from olher fuels. But these fuels are far more expensive than coal, at 

curreni transportation prices. Railroad witnesses in this proceeding acknowledge the beneficial 

competitive effects of railroad competition at the generating station level.-*' The introduction of 

a second railroad to a generating station can result in millions of dollars of savings in annual 

iransportalion ĉ .̂ ts.-• Consequently, the relevant geographic market could be as small as 

railroad transportation of coal to a particular generating station. 

In some situations, however, it is appropriate to expand this market to include 

iransportation of coal to other generating stations in the utility's network. If stations are 

clear that Dickerson and Morgantown are s i g n i f i c a n t l y more 
e f f i c i e n t and more u t i l i z e d by PEPCO than Alexandria and Chalk 
Point. 

25 1996 PEPCO FERC Form 1, p. 401 

"FOXV.S., p. 13, Sansom V.S., p. 9-10. 

"̂See, for example, savings to Houston Lighting and Power 
re s u l t i n g from a build-out to Union Pacific (Coal Week. February 
24, 1997, p. 1). The rate premium owing to monopoly may be 30 
percent or more, according to Ward Uggerud, Chairman of the 
Alliance for Rail Competition, as quoted i n Coal Week- September 
8, 1997, p. 8. 
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connected adequately so there are no transmission limitations, and if they are close together, so 

that losses of electricity due lo transmission are small, a utility m iy be able economically to 

substitute the electricity generated by one station for lhat generated by another. This substitution 

is limited by the relative efficiencies of the plants, since an efficient plant that faces high 

transportation costs might still operate at a lower overall cost than a less-efficient plant wiih low 

iransportation cost. Finally, substitution can occur, of course, only when there is surplus 

generation capacity available. If these conditions are met, however, it may be appropriate lo 

expand the relevant antitrust market lo include all of a utility's generating stations. Obtaining a 

monopoly of rail transportation into only one of a utility's generating stations may not enable the 

monopolist to raise price, given the constraint provided by the utility's other plants. 

When plants within a utility's network can substitute for one another, sole-served 

generating stations within the network can create competition between railroads. According to 

NS witness Prillaman, 

A utility can often secure belter terms at a soley [sic] served generating plant by 
threatening to alter its "dispatch priorities." The utility tells the railroad that, without a favorable 
dea! for the plant in question, the utility will produce less power at thai plant and shift generalio i 
to one or more of its olher plants.-" 

NS witness Fox says much the same thing: 

Plant dispatch competition is often also available to a utility...The utility plays one 
transportation provider against the other. Because of economic dispatch protocols, the level of 
burn at any one plant is determined by its rank among all the olher plants operated by that utility. 
The plants are ranked primarily by marginal delivered fuel prices...Thus the nel effeci ofthe 
dispatch protocol is to significantly reduce coal demand at plants that have high rail rates. This 

^'^Prillaman, V.S., p. 8. He goes on to mention power 
purchases from other u t i l i t i e s as an add i t i o n a l competitive 
factor. 
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potent competitive situation is available lo most utilities.̂ '' 

If a merger gives a single railroad a large share of a utility's total coal purchases, particularly a 

large share at the utility's most efficient and most highly-utilized plants, it is likely to gain 

considerable market power. The utility's ability to substitute one generating station for another is 

reduced if a single railroad gains exclusive access to most of the utility's generating capacity, 

particularly if the remaining capacity is less efficient. 

The above analysis indicates that geographic markets may be broader than rail 

transportation of coal to an individual generating station. I now consider whether the appropriate 

geographic market may be larger still, and include, via the electrical interconnection network, 

multiple electric utilities. When electric power can be purchased from other utilities or even non-

utility producers, the price of this power may be low enough to constrain the market power of 

transportation suppliers to the utility's own plants. Participation in interconnection associations 

enables utilities to benefit, to a certain extent, from the competition beiween suppliers of bulk 

power.'" In pa-ticular, during periods of low association electricity demand, the appropriate 

antitrust market for competitive analysis may be the entire electrical interconnection network. 

During these periods, all generating stations in the network can potentially supply power to one 

^'FOX V.S. , p . 1 1 . 

^̂ On the general competitiveness of such power production, 
see Frankena, M. and B. Owen, E l e c t r i c U t i l i t y Mergers: 
Principles of A n t i t r u s t Analysis. 1994, p. 29. Also see p. 78 
for a discussion of an instance when no power was available f o r 
sale. PEPCO's use of high-cost generating stations i s a clear 
i n d i c a t i o n that t h i s i s the only a l t e r n a t i v e PEPCO often has. 
Transmission constraints also l i m i t the competition available 
over the network. See, for example. Squires, J., " E l e c t r i c 
Power Restructuring: Implications for Railroads," 64 Journal of 
Tiansportation Law. Logistics and Policy, 518 (1997). 
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another, and con.sequently the providers of transportation of coal (and possibly even nuclear fuel) 

to all of these stations may be in the market, although their lelalive efficiencies will sull affect 

the ability of each to compete. 

It should be stressed, however, that at other periods of lime, economical power will be 

unavailable. Any factor that increases demand across a network, such as hot weather, will reduce 

the availability of low-cost power. Electricity may be available during high demand periods, but 

only al high cost. For example, in July of 1997, the PJM produced a record amount of electricity, 

but the price of power reached $156.50 per megawatt-hour, more than 8 times the variable cost 

of power from PEPCO's efficient Dickerson plant ($19. !0)." Both the overall average and on-

peak average price of power from PJM in this month ($28.70 and 537.10, respectively, per 

megawatt hour'-) were more expensive than the variable cost from the Dickerson plant. When 

power costs this much, it can nol substitute effectively enough for that from a utility's own 

generating stations to restrain the suppliers of transportation to those stations from raising prices 

if they have significantly increased their control of transportation to these stations. 

Because utilities and railroads typically sign long-term supply contracts of one year or 

more, a railroad could not perfectly price discriminate across different periods of the year 

according to whether it was competing with (1) only those providers of fuels lo a particular 

generating station", (2) providers of fuels to a particular utility's generating stations, or (3) all 

"1996 PEPCO FERC Form 1, p. 403. 

"pjM Interconnection July Operating Highlishts-

^'For spot market sales, however, the r a i l r o a d could 
discriminate i n t h i s manner. An t i c i p a t i n g a high cost of power 
from the network, a r a i l r o a d w i t h a monopoly over a u t i l i t y ' s 
generating stations could set a high price for spot sales w i t h 

13 



providers of fuels to the interconnection network. But it is likely that a railroad (or any olher 

competitor) would recognize lhat, overall, it had increased market power if the amount of 

competition it faced decreased in any of the possible antitrust markets, and raise its price 

accordingly lo take advantage of this reduction of competition. This proposition is supported by 

the various witnesses cited above and shippers cited below who all say that competition is 

enhanced by an increased number of competitors al the generating station, utility, QI 

interconnection network level. They believe lhat there is an overall effect, and this effect causes, 

on balance, lower prices for the utility even if al limes of the year there are sufficient competing 

sources of electricity to make redundant the competition at a single generating station or even ai 

all of a utility's generating stations. 

4a. The loss of one of only two competitors at the generating station level is likely to 

harm competition for coal shipments to PSI 

PSI's Gibson station has benefited from pa.st competition between Conrail and NS. In 

1994, competition from NS reduced PSI's cost of railroad Iransportation by *** lo **** percent 

as NS took away the "business from Conrail. Conrail had been supplying PSI about ** tons of 

coal annually from the mine. NS signed a long-term contract with PSI that expires in ******. 

NS's current rale could increase at lea.sl *** percent before PSI wouid shift to truck 

transportation.'̂  PSI could not defeat such a rate increase with power generated elsewhere on the 

Cinergy network or power purcnased from ECAR because of Gibson's inherent efficiency and 

the expectation of l i t t l e competition from the network. 

J Ĵ ĝ;̂ '̂ ^ g^g ****************** **************** PSI 

on August 14 and September 19, 1997. 
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proximity to a coal mine. And PSI's unsuccessful attempt to purcha.se the unused NS line into 

Gibson instead of developing othei means of transporting coal suggests thai these means are 

uneconomic, particularly in view of the ICC's past finding that the owner of the operating line 

into Gibson possessed market dominance. 

The lack of other transportation options for PSI's Gib.son station combined with evidence 

of the benefit it has enjoyed from past competition beiween NS and Conrail indicate that PSI has 

two, and only two, economical transportation options for its coal shipments. Yet the Conrail 

rights that maintain this competition are being transferred to NS as part of the merger." This 

transfer of Conrail rights to NS rather than lo CSX ;S contrary to the general policy regarding 

Conrail righls that specifies that existing Conrail trackage rights over NS will be transferred to 

CSX.'*' The transfer ofthe Keensburg-Carol rights to NS is listed as an explicit exception to this 

policy. Given a lack of altematives, PSI is iherefore likely lo face aii increa.se in rail rates caused 

by the merger. 

4b. Incomplete relief provided by NS lo Conrail's exit from Indianapolis is likely to harm 

competition for coal shipments to IP&L 

" i n t r o d u c t i o n to the Application, p. 39; NS operating plan, 
p. 39; Exhibit PP--Agreement f c r Assignment of CRC Rights: 
S p e c i f i c a l l y excluded from t h i s Agreement (giving Conrail r i g h t s 
over NS to CSX) are Conrail's current trackage r i g h t s over NSR 
between Carol, IL and Keensburg, IL. (p. 3) and Attachment 1 to 
the Transaction Agreement, p. 7. These c i t a t i o n s a l l erroneously 
indicate that Carol i s i n I l l i n o i s , and not Indiana. But 
Conrail's current possession of the trackage r i g h t s to Carol, 
Indiana are c l e a r l y indicated on maps included i n the f i l i n g : 
Exhibit 1, Map A (i n d i c a t i n g e x i s t i n g Conrail trackage r i g h t s ) , 
the Conrail system map showing the Proposed a l l o c a t i o n of Conrail 
lines and r i g h t s as wel l as Page 61 of the NS operating plan 
which shows some Conrail t r a f f i c on the l i n e . 

"NS operating plan, p. 17. 
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The Iransaction is likely to reduce transportation competition at IP&L's Stout plant 

because of inadequate replacement of existing Conrail competition by NS. Since the only 

transportation competition to the Stout plant is now provided by the Indiana Railroad (owned by 

CSX) and Conrail, it is critical to ensure lhat the competition the parties intend for NS lo provide 

will be able to replace existing Conrail competition. NS will be able to serve the Stout plant, 

using switching provided by CSX, but NS is unlikely lo replace the competition lost by the 

disappearance of Conrail for two reasons. First, NS will not get Conrail's convenient access to 

the nearby Indiana coal fields since it will not be able to connect with the Indiana Southem at 

Indianapolis, as Conrail does now. NS can connect with the Indiana Southern at Oakland City, 

Indiana,'̂  in the southern part of the state, but NS has a circuitous route from there lo 

Indianapolis of al lea.st 300 miles. Other NS-served mines, such as ones in Illinois or Kentucky, 

may have suitable coal, but they are at least twice as far from Inuiauapuwo :::: th^ mines on the 

Indiana Southem. A final alternative uses CP Rail, which connects with the Indiana Southem at 

Beehunter, Indiana, a point north of Oakland City, and significantly closer to Indianapolis. CP 

could presumably then connect with NS which would take to coal to Lafayette, Indiana at which 

poinl NS would travel 85 miles over CSX track lo Indianapolis. This altemative (or a CP-NS 

interline from mines that CP serves directly in Indiana'*) again involves significant circuity and is 

at least twice as long as the current Conrail route. This additional distance is likely lo raise the 

price NS will charge to ship coal to IP&L. For example, using 1995 average coal revenue per 

''The O f f i c i a l Railway Guide. September/October 1997 issue, 
p. C104. 

"1995 STB Wayb i l l s sample. 
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ton-mile"* of $.028, and assuming that this reflects a mark-up over variable cost of 100 percent, 

then variable cost is $.014 per ton-mile. If NS must haul the coal XOO miles farther than Conrail 

does now, the extra cost to NS would be S1.40 per ton, a significant amount compared to the 

current price that IP&L is paying per ton of $******.* Even if the mark-up over variable cost is 

200 percent, then the variable cost is $.093 per ton-mile so the extra cost lo NS would be a still-

significant $.93 per ton. My conclusion lhat NS will be significantly disadvantaged by the extra 

distance is shared by Indiana Southern, as its representative told me thai route circuity will not 

pennit either an Indiana Southern/NS or Indiana Southern/CP Rail/NS routing to be competitive 

with the shorter Indiana Railroad routing*'. 

A second disadvantage will be the likely operalional problems NS will face in 

Indianapolis. NS will have to use CSX facilities in Indianapolis. These may be congested and 

the interchange beiween NS and CSX is overall likely to be worse than the current interchange 

between Conrail and the Indiana Railroad -̂. There is also the potential for CSX lo use biased 

dispatching or excessive switching fees to lessen the ability of its only Indianapolis rival, NS, lo 

compete. Currently, of course, Conrail also relies on a competitor, Indiana Railroad, to 

provide switching services. But Conrail had an important lever that NS will lack, and that is the 

ability to receive a build-out from IP&L. Currently, IP&L can constmct a line to Conrail for 

approximately $******* and it can also construct a line to the Indianapolis Union Belt Railroad 

"Prillaman V.S., p. 20. (Attachment LIP-8). 

^'TP&L interview, op c i t . 

4 i J Q£ *************** *********************** 

Indiana Southern Railroad, on October 9, 1997. 

^-IP&L interview, cp c i t . : *********** interview, op c i t , 
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(owned by Conrail) for approximately $******•. The threat of a build-out has, according to 

IP&L. served as an effective means of ensuring cooperation between the Indiana Railroad and 

Conrail so that Conrail is a competitive alternative to the Indiana Railroad. This threat has also 

provided an effective ceiling on switching charges from the Indiana Railroad."" If the Indiana 

Railroad did not cooperate, IP&L could build out lo Conrail in order to receive coal from Indiana 

Southem, and bypass the Indiana Railroad altogether. Since the NS rights over CSX to 

Indianapolis are only bridge righls. NS will nol be able to connect to any build-out from IP&L in 

the Indianapolis area. Consequently, there is no threat of a build-out to encourage operational 

cooperation or reasonable switching charges from CSX. 

Past competition between Conrail and the Indiana Railroad has significantly reduced coal 

iransportalion costs for IP&L. In 1996, Conrail, the Indiana Railroad, and trucks were 

competing for coal deliveries to the Stout plant. The Indiana Railroad matched Conrail's price 

and won 90 percent of the business, but the competition from Conrail reduced prices about *** 

percent below the truck price. Had there been no competition from Conrail, the Indiana Railroad 

would have merely matched the higher truck rate, anci - jt undercut it.̂ * This episode strongly 

indicates that truck*' competition will not prevent an increa.se in railroad rates after the merger. 

*'"IP&L interview, op c i t . 

**IP&L interview, op c i t . Both t h i s estimate of savings of 
*** percent and *****'s estimate of savings of 30 to 40 percent 
r e s u l t i n g from competition between 2 railroads at a generating 
s t a t i o n are consistent with the 30 percent savings reported i n 
footnote 27 above. 

"•"Barges can not be used at the Stout plant, because of the 
absence of a navigable r i v e r i n Indianapolis, according to a 
l e t t e r from *********, IP&L, to ******. (Provided to me by 
IP&L). 
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There remains, in principle, the possibility that electricity from other IP&L generating 

stations or the ECAR interconnection network might constrain the Indiana Railroad from raising 

prices post-merger. As discussed above, at particular times, power from a utility's other plants or 

the interconnection network may be inexpensive enough lo constrain coal transportation prices at 

a generating station. But the overall costs of the network and the other stations are so high lhat 

IP&L could not use cither of these altematives to prevent the Indiana Railroad from raising the 

price of transportation to the Stout plant.'**' 

The lack of effective non-rail competilicn for coal transportation to the Stout plant and 

the inability of IP&L lo use other generating stations or the interconnection network to substitute 

for electricity from Stout suggests that there is no constraint on the Indiana Railroad's curreni 

prices to Stout except competition from Conrail. And this competition is not being adequately 

replaced by NS after the merger. NS will have to haul coal at least tw ice as far to Stout as 

Conrail does today, and may face congestion problems in Indianapolis. Since a longer distance 

increa.ses the variable cost of transporting coal-and the distance will be significantly longer-it is 

likely to lead to higher transportation bids from NS as it competes against the Indiana Railroad 

for coal shipments to Stout. Anticipating this, and the lack of competition from other modes of 

transportation, the Indiana Railroad is likely lo raise its own bids for this transportition. 

Compounding this cost disadvantage lo NS is the possibility of operational problems in 

Indianapolis lhat IP&L will no longer be able to minimize ihrough the threai of a build-out. 

4c. Reduced competition at the utility level is likely to harm competition for coal 

shipments to PEPCO 

"''IP&L i n t e r v i e w , op c i t . 
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When the propo.sed iransaction occurs, CSX, which already serves the PEPCO plant al 

Dickerson, wiil acquire the Conrail line to the PEPCO plants at Morgantown and Ch-xlk Point.*' 

NS will continue to serve the PEPCO plant al Alexandria. Consequently, CSX will become the 

sole railroad serving 3 of PEPCO's 4 generating stations, including the most efficient ones at 

Dickerson and Morgantown. As noted above, PEPCO currently only uses railroads to supply 

coal lo its generating stations, and nol tmcks or barges, so these altemative methods of 

transportation are not competitive at current railroad prices. Use of tmcks would probably 

require a transload from another railroad (presumably NS) and a long haul ihrough congested 

urban areas to the PEPCO generating stations. Since both the Morgantown and Chalk Point 

plants can be reached by water from coal loading docks in Baltimore or the Norfolk, Virginia 

area, barges are potential competitors to railroads for delivering coal to these plants. The 

relevant issue is whether barges (though not now competitive) would become competitive wilh 

rail transportation if the railroad iransportation price increased after the merger. 

PEPCO's ability to use a threai of NS-supplied barges to prevent a price increa.se from 

CSX appears, however, to be limited. Using barges to unload coal at Morgantown would require 

permiis both to build an unloading facility and to operate barges in environmentally-sensitive 

areas. Dredging would also be required. In addition, the facility would cost millions of dollars 

and take at least 3 years to build. So PEPCO will have no transload competition for 3 years or 

more, even if il is able lo con.strucl the unloading facility. Finally, independent of capital costs, 

loading costs associated with a transload would increase the variable cost of supplying coal to 

"'Sansom V.S., p. 9; Attachment 1 to the Transaction 
Agreement, p. 3. 

20 



PEPCO by approximately $** per ton."" 

In 1993, however, PEPCO did examine the barge altemative and used this threai in 

negotiations with the railroads. In particular, PEPCO looked into the possibility of using CSX to 

ship coal to Baltimore or to Newport News, Virginia for transfer to a barge that would deliver the 

coal to Morgantown. PEPCO examined a similar operation involving NS delivery ofcoal to 

Lamberts Point (near Norfolk) for transload to barge.*"* PEPCO advised Conrail of these possible 

altematives for PEPCO's coal requirements and believes that Conrail made a rate reduction at 

Morgantown and Chalk Point in response lo this threat. This possibility of rail-barge 

competition still exists, of course, with NS, but PEPCO believes lhat having two rail-barge 

altematives (CSX and NS) led to a significantly more .serious threat to Conrail in the past than 

one rail-barge altemative (NS) will have against CSX.-" PEPCO prov-les several reason for this 

belief, any one of which would support the prediction that NS will nol provide the constraint on 

CSX lhat CSX had on Conrail in the past. First, NS may have insufficient capacity at Lamberts 

Poinl to load the additional coal lhat PEPCO would require. Second, PEPCO believes that NS 

has inferior access to the types of coals PEPCO uses than CSX does. In 1993, NS showed 

significantly less interest in a rail-barge transload than CSX did. In 1997, in response to 

PEPCO's request for a rate to Lamberts Poinl for a transload, NS has nol quoted a rate that is 

low enough lo make a transload worthwhile. Finally, while the basic plan today for constmction 

"^Interview of ***********, PEPCO. on October 6. 

"'ibid. 

"PEPCO interviews on August 11, October 6, op c i t : 
Interview of ********, PEPCO, *******************, PEPCO, and 
PEPCO counsel, on October 10, 1997 



and operation of a barge unloading facility at Morgantown may be unchanged from I993's plan, 

greater environmental sensilivily-which PEPCO experiences al some of its generating stations 

now-may reduce the chances of receiving the necessary permits for the facility.'' At this point, 

given (I) the reluctance of 'o quote a competitive rate for a rail-barge transload, (2) a number 

of reasons why NS is less competitive than CSX was for the transload, and (3) a general 

proposition from economic theory that, even in bidding situations, one can nol rely on one bidder 

to act as competitively as two bidders would, it seems reasonable to conclude that barge 

competition from NS will not constrain rail rales after the merger as much as barge competition 

may have done in the past. 

If environmental restrictions prevent PEPCO from building a transload facility QI NS is 

unwilling or unable to provide PEPCO a rate to Lamberts Point that bolh overcomes the 

transload variable cost penalty and gives PEPCO an incentive to make the significant investment 

necessary to build the facility, then a rail-barge transload will not be competitive with all-rail 

iransportation for PEPCO. In that case, ba.se. : on 1996 tonnage used, the merger would increase 

CSX's share of PEPCO s coal purchases from 20 percent to 88 percent, while NS will supply the 

remaining 12 percent. If a rail-barge transload is not competitive with railroad transportation, 

then the merger will increase concentration dramatically (generating an increase in the HHI of 

2727 points), and suggesting great cause for competitive concem. 

While, at the utility level, the merger would appear to represent a reduction in the number 

of competitors from 3 to 2, the capacity limitations and relative inefficiency ofthe NS-served 

Alexandria plant make it more nearly a "2 lo 1" merger. This is because the merger will make 

'••̂ PEPCO i n t e r v i e w , October 10, op c i t . 
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c s x the sole supplier to PEPCO's two most efficient plants, Dickerson and Morgantown, as 

well as to what is arguably PEPCO's third most efficient plant. Chalk Poinl. As a monopoly 

railroad serving these plants, CSX will face less of a competitive constraint than exists today and 

could, unilaterally, expand its economic rents by raising coal transportation rales. 

Currently, Dickerson and Morgantown have PEPCO's lowest costs of fuel per KWH of 

$.014 and $.016, respectively, significantly lower than Alexandria's fuel cost of $.020 (Chalk 

Point's cost is also low, at $.017) and one of these 2 lowest-cost plants is now served by CSX 

and the other by CSX's competitor Conrail. An altemative mea.sure of cost is lotal expenditures 

per KWH. By this measure, Morgantown and Dickerson are still the leaders, with expenditures 

per KWH of $.0182 and $.0191, respectively, and far below Alexandria's $.0295. (Chalk Point's 

expenditures per KWH are $.0273). A railroad seeking lo expand its economic rents could, if it 

controlled access to both of these plants, raise coal transportation rates to take advantage of 

PEPCO's inability lo substitute generation al other generating stations because of these stations' 

higher cost. Finally, Alexandria has the lowest capacity of the PEPCO plants." Consequently, 

PEPCO's ability to use power from NS-served Alexandria as a substitute for power from the 

CSX-served plants will be limited, even if PEPCO ignored the cost penalty at Alexandria. For 

these reasons, during periods when CSX s only competition al PEPCO will be NS, CSX will 

likely have both an incentive and ability profitably to raise rates lo PEPCO". 

"The expenditure and capacity information i s taken from the 
1996 PEPCO FERC Form 1, various pages. 

" l am aware that PEPCO i s now involved i n a rate case 
involving a recent CSX rate increase at Dickerson (STB Docket No. 
41989) and that PEPCO's pos i t i o n i n that proceeding i s that 
other PEPCO plants, including both the Conrail and NS-served 
plants, can not constrain CSX from imposing a s i g n i f i c a n t rate 

23 



5. The i.kely harm lo competition can be remedied by the limited application of trackage rights 

The competition that has benefited PSI al Gibson can easily be maintaii ed if the STB 

requires that CSX rather than NS receive the Conrail rights (under existing te.ms) between 

Keensburg and Carol. This will maintain the two-railroad competition lhat currently exists. 

Competition at IP&L's Stout plant can be maintained by increasing the competitiveness of NS to 

the level currently provided by Conrail. This can be done by imposing three conditions. The 

first is to give NS the right to connect with the Indiana Southern at Indianapolis. Second, the 

lever of a build-out by IP&L should also be maintained by granting NS the right lo serve any 

build-out that IP&L wishes to make to an existing Conrail line. Finally, if a build-out is made, 

NS should not be required to use the Hawthome yard, since had Conrail connected to this build-

out it would not have needed to mn trains through this yard. NS should be granted the right lo 

mn trains over CSX from the recommended connection with Indiana Southern directly to the 

point of any build-out from IP&L. 

Competition at PEPCO's plants could be maintained by a grant to NS of trackage rights 

to serve the Morgantown and Chalk Point plants. This remedy would actually serve to increase 

increase at Dickerson (PEPCO interview, op c i t . and *********** 
V.S. from t h i s proceeding, provided to me by PEPCO). Before the 
merger, CSX may be able to raise the Dickerson plant r a i l rate 
s i g n i f i c a n t l y i f there is no competition at pre-increase prices. 
But eventually i t i s l i k e l y that the Conrail-served plants w i l l 
constrain further CSX price increases. I f CSX gains exclusive 
service to these plants, t h i s constraint w i l l disappear and the 
only constraint w i l l be the weaker one provided by NS at 
Alexandria. As explained e a r l i e r i n my analysis of plant, 
u t i l i t y network, and interconnection association competitive 
constraints, the fact t)"at monopolization over service to an 
in d i v i d u a l generating s t a t i o n may lead to market power does not 
imply that market dominance over service to a u t i l i t y ' s network 
cf plants w i l l not further enhance t h i s market power. 
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competition beyond the current level since bolh NS and CSX would serve the same low-cost 

generating stations. But maintaining a second railroad as a constraint on CSX's ability to raise 

rates to the most efficient PEPCO plants when PEPCO has no other equally-efficient electricity 

sources seems to require this remedy. An exact replacement of the lost Conrail competition 

would require that the Conrail line lo Morgantown and Chalk Poinl be granted to NS rather than 

to CSX. This relief would require a significant change in the merger agreement that might 

undermine the seemingly logical partition of Conrail. On the other hand, the operalional logic of 

the agreement is maintained by simply adding the ability of NS to serve PEPCO al these 2 

stations. None of the recommended conditions regarding service to the 3 utilities are likely to 

reduce the ability of CSX and NS to .;Jhieve the claimed efficiencies resulting from the merger. 
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I , Peter A. Woodward, declare under penalty of perjury that the foregoing statement is tme and 

correct. Further, I certify ihai I am qualified lo file this statement. Executed on October 21, 

1997. 

Peter A. Woodward 
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October : i . 1997 

We the undersigned farm and food organizations appreciate the opportunity to file commenis with 
the Surface Transportation Board v\ith regard.> to the pioposed joint acquisition of Conrail by 
CS.X Corporation and Nort'olk Southern Corp 

We ha\e systematically o\aluated the merger being proposed, its likely impacts and its importance 
for aunculturc An evaiudi\on studv bv Spari Companies. Inc (Railroad Restructuring: The 
Conrail Merger with Norfolk .Southern Carp, and C'.V.V Corp., October 19̂ )7) is attached for 
your revicv\ and use Its findinus provide the basis in part for the following comments 

The -Merger is Important to .Agriculture 

Three factors make the proposed merger important for agriculture and our members The first is 
the enormous importance ofthe region ser\ed bv Conrail. and by the CS.X and NS railroads It 
includes some 2̂ states uith 179 million people, and accounts tbr huge shares of national grain 
and oilseed production (70°o). flows to export pon>, and net movements (domestic in- and out-
shipments) in support of li\estock, poultr> and dair\ production, especially in the southeastern 
L'nited States The region also includes large shares of the nation's production of fruit and 
\cgetables. lumber and wood products 

Second the nations sophisticated agricuhurai production and marketing system depends 
increasingly on etTecti\e. low-cost tran^Nportation facilities and .services For e ample, agncultural 
and iclated product movement is about .'4°o of the total US economy's transportation 
rcquireiiKMU Withm agnculture. farm products account for 35''o of total transportation needs 
(1993 data), while food and kindred products account for 34"o Lumber, pulp and paper, text' 
leather and other products make up the balance 

lies. 

Farm products, espeeiallv. depend heavilv on rail ser\ices (46°o ofthe total ton miles) .Another 
28°o moves on our inland watenvays, while 20°o moves by tmck By contrast, food and kindred 
products move pnmanlv bv truck (72'*o bv truck, or bv combinations of tmck. rail and water) 
while 27"o IS bv rail Lumber and wood products also tend to move pnmaniy by tmck, with just 
over ono-t'inirth ofthe movemcni bv rail in 199.1 

Not onlv ire railroads important to agnculture. espeeiallv grains, but agnculture is an important 
souue ct business for the railroads, as well Farm products are lhe second most important 
commodity (behind coal) in terms of tonnage, while food products are fifth Access to elTicient 
transportation services at cimipetitive rates is vitallv important to our farmer members throughout 
the affected reuion. and nationwide 



Third, the Conrail system is the product of a succession of eariier mergers, responding to 
economic trends toward urbanization and a seivice economy, and competition from new highways 
and highly competitive tmcks It appears unlikely that Conrail would continue as a separate rail 
companv in the absence ofthe merger proposed Thus, our members concern is not whether the 
merger is, bv itself good or bad. but whether it is better or worse than the purchase ofConrail by 
a single railroad, and how anv merger agreement of the magnitude of that proposed could be 
implemented 

Merger Objectives 

In our evaluation of the information supplied bv the railroads in support of their proposal. i« 
appears that their objectives are highlv positive This transaction promises to increase the level of 
competition betweei. railroads, giving many shippers a choice between two competing Cla.ss I 
railroads, each of which is willing to exert strong etVorts to win business away from its rival, as 
well as from other systems Key elements include 

• Better Service Bv integrating certain Coniail routes and facilities into their existing 
rail networks. CSX and NS expect to be able lo provide better service to their existing 
customers, and to use improved service to attract new customers The creation of 
new single-line routes and the coordination of Conrail assets with existing CS.X and 
NS as.sets promises to allow both rail svstems to provide faster and more responsive 
service Equipment utilization likely will improve and customers' costs should decline 

• Operaiing Savings and Other Cost Reductions CSX and NS expect to realize 
operating cost sav ings bv providing more efticient rail transportation Operating costs 
are expected to decline :>.s ^ resuh of shorter iransit limes, more direci routes, 
improved equipment utilization and increased tratTic densities In addition. CSX and 
NS should realize cost sav ings by eliminating sub.staniial ponions of the general and 
administrative costs cur-ently incurred by Conrail 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 thev currently do 

• Increased Competition: The merger is expected lo strengthen and greatly extend the 
reach of two strong rail systems. likeK ensuring that they bolh remain fully 
competitive and. at the same time, open up large and vital areas ofthe countrv' lo rail 
competition thev did not previously have This includes 

0 Rail to Rail Competition. Currertlv, CS.X and NS compete throughout the 
Southeast and Midwest Conrail on the other hand. t''aces onlv limited rail 
competition in some parts of its service temtory The transaction is designed 
to eliminate this anomaly, allowing CSX and NS to expand the scope of their 
competitive efforts into important new commercial areas 

0 Competition with Trucks, fhe competitive benefits of the transaction could, 
for the first time, put the railroads in a position to compete effectively with 
tmcks for eastern traftic and reduce tratllc on the highway sy.stem. both in the 
near term and on a long-term basis Prospects for long-term tratTic growth by 



c s x and NS portend significant benefits not only for themselves, but for the 
consuming public as well 

Traffie Diversions on Other Rad Carriers. 1 he transaction may not only lead 
to enhanced competition between railroads and tmcks, but for many sh ppers 
also could lead to a significant increase in competition between railroads 
While Conrail has revitalized rail service in the Northeast, it has not faced this 
sort of intense competition tion-' a strong Class 1 rn al in much of its terntory, 
including the important Greater New \'ork/New Jersey Port area 

Other expectations of beneficial changes include 

• more single-line ,ser\ ice 
• new and improved routes 
• more reliable serv ice 

improved equipment utilization and availability 
• reduced terminal delav 

increased capital investments 

Implementation 

While it is impossible to know how the implementation ofthe proposed CSX-NS-Conrail merger 
will proceed, the publiclv-stated plans ofthe parties to the proposed merger verv clearly imply a 
new system with better rail access between extremelv important agricultural markets They imply 
better services, signitlcantly moie competition between well balanced competing railroads, 
increased investment in facilities and equipment lo serve agnculture. and greater access to large, 
importjint markets and to commodities and other raw matenals The cases where competition 
likelv will be diminished are small in number, and the parties to the agreement have stated their 
intentions to take important steps to guarantee .service to these m the future 

Overall, such investments would benefit agriculture across the region, and across the nation 
fhey would mean greater opportunities t'or agricultural investment, .stronger markets and greater 
returns to agncultural Investment and more competitive positions for US agricultural products in 
both domestic and export markets 

Recommendation 

While the propo.sed merger promises to provide siunlflcantiv more benefits than costs for 
agricuhure. there should be no misiinderstandlnLj that a le-stiuctui liui oil this magiiiiude_MU_be 
neither eas}_iiO] smijjle The potential for future conlli. t in Interpretation ofthe agreement In 
terms of route and other allocations, shared facilities, expected investments and other 
commitments is real and it is Important Recent examples involving other railroad mergers 
suggest that the implementation ofthe restructuiing Is neariv as important as the concept Itself 
rhe agriculture .sector has had an unhappv expenence with previous rail restmctunngs which also 
have promised potentially large benefits I nfortunately. this may mean that logistical problems 
could be repeated unless strong oversight action Is taken by the Surface Transportation Board 



We propose that the Board be much more watchful from the verv beginning of the 
implementation to ensure that the proposed operating plan actually Is carried out as promised 
More specificallv, we would propose that the Board conduct periodic public hearings and require 
an annual repiirt that evaluates how well the transition is proceeding, especially as il relates to 
agricultuie 

W e suggest that the report he organized generally as follows; 

I . General Overv iew 

This section would describe actions taken during the vear, with comparisons 
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 ) 

II. Service 

This section vvould focus on the new routes proposed by eat jr, and describe 
in detail whether each is operational, the new services provu J and rate changes 
for selected commodities (grain and oilseeds, especially) relative lo those of a 
historical base penod. for example. 1995-97 Also, the degree lo which expected 
equipment utilization Is realized should be described relative to the baseline period 

III. Operating Savings and Other Cost Reductions 

For each earner, to what degree have these been realized relative to those 
expected, and relative to the baseline period 

IV. Increased Competition 

Using selected measures, how competitive is lhe new system relative to 
expectations, and relative to the baseline period' This should be described in 
terms of tonnage by selected routes, especially relative to the basehne period 

\ . Other Impacts 

This section would include descriptions of changes in specific characteristics of the 
system, and compare current operations relative to the ba-eline for (among 
others) 

• single-line operations, 
• computer svstem "integration", 
• new and improved routes, 
• service reliability. 
• equipment utilization and availability. 
• terminal delavs. and 
• capital investment 



VI. Increased Services for Agriculture 

The parties to the merger claim a number of expected spec-fic 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 agncultural services (including greater 
availability of cars and unil trains). 

• Belter access to kev processing facilities, including feed mills, oilseed 
processing plants and grain elevators, and 

• Belter rail access at stable or declining costs 

VII. Conclusions 

In conclusion, the proposed three-way merger is the better option for agricu'ture in light of an 
uncertain future for Conrail The additional competition otTered by this prcpo.sal may in fact 
prevent some ofthe service problems which have resulted from recent mergers Strong oversight 
by the Surface I'ransportation Board will be needed in the short term to ensure that past merger 
service problems are minimized 

Thank you verv much for your consideration of our comments We look forward to working 
closely with you in the future on issues concerning this extremely important aspect of our 
Indu.strv 

Sineerelv, 

Amencan Farm Bureau Federation 

Amencan Feed Industrv Association 

National Cattlemen's Beef Association 

National Corn Growers Association 

National Pork Producers Council 



10 2?. 97 TIU 1 i :37 K.A.X 121002 
@OO2/O03 

BEFORE THE 

SURFACE TRANSPORTATION BOARD 
A 

7y<l 

' V / 

STB FINANCE DOCKET NO 33388 

CSX CORPORATION ANT) CSX TRANSPORTATION ENC 
NORFOLK SOUTHERN CORPORATION AND ' 

NORFOLK SOUTHERN RAILWAY COMPAN'Y 
~ CONTROL AND OPERATING LEASES/AGREEMENTS -

CONTIAIL INC AND CONSOLIDATED RAIL CORPC»RATION 

Rrtilroad Restructuring: Th^ Conrail Merger with Norfolk Smithern Corp. 
and CSX Corp , Sparks Companies. Inc., Octobex 1997 

SUBMHTED AS AN EXHIBIT TO BE FILED WITH COMMENTS OF 

AMERICAN FARM BUREAU FEDERATION-
AMERICAN FEFJ) INT)USTRY ASSOCL\TION 

NATIONAL CATTLEMEN'S BEEF ASSOCIATION 
NATIONAL CORN GROWERS ASSOCIATION 

NATIONAL PORK PRODUCERS COU'NCIL 

Contact Person; 

Bmce Knight 
Vice President - Public Policy 

National Com Growers Association 
122 C Street. NW. Suite 510 

Washington, D C. 20001-2109 
Phone. 2U2 628-7001 cxt 3 

Fax: 202 628-1933 

Due: October 21, 1997 



• v^^-f 7' 

RAILROAD RESTRUCTURING: 
The Conrail Merger with Norfolk Southern 

Corp. and CSX Corp. 

October 1997 

6708 U hutier .\venue 
McLean, V A 22101 

Phone: 703 734-8787 
Fax: 703 893-1065 



RAILROAD RESTRUCTURING: 
The Conrail Merger with Norfolk Southern 

Corp. and CSX Corp. 

October 1997 

6708 Whiltier .\venuc Phone: 703 734-8787 
McLean, V.A 22101 Fax: 703 893-1065 



RAILROAD RESTRUCTURING: 
The Conrail Merger with Norfolk Southern Corp. 

and CSX Corp. 

Contents 

PREFACE 

I . INTRODICTION 

I I . AGRICI'LTL RE AND THE TRANSPORTATION SVSTEM 2 

HI. THE CONRAIL JOINT ACQl ISITION 25 

IV, ACQl ISITION IMPACTS 44 

\-. CONCLUSIONS 61 

VI. APPENDICES 65 



RAILROAD RESTRUCTURING: 
The Conrail Merger with Norfolk Southern Corp. 

and CSX Corp. 

Preface 

us agriculture and the industries that serve It long have depended on efficient transportation 
svstems to move the nation's food raw matenals from areas of abundance made possible by 
extensive natural re.sources and an accommodating climate - lo the great population centers, first 
in the United States, and more recently around the world 

L S aunculture todav Is among the most competitive in the world for a broad range of food 
products It not onlv prov ides this counirv's consumers with high qualhy food at near the lowest 
pnces found anvwhere. but also consumers In many other counlnes, as well While a major 
component of that achievement is the efficiencv ofthe nation's farms, another major aspect is the 
abilitv to move raw materials from the Su'plus to the deficit areas in a timely and highly etTicient 
manner The countrv has continued to make required investments In the transportation and 
supporting infrastructure that enables efficient movement cf farm inputs (machinery, fuel and 
fertilizers) from the great industnal centers lo rural farming areas and in turn move the 
commodities - grains, oilseeds, cotton and meat and high value products (penshable fruits and 
v egetables) to the urban centers, sometimes half a continent away 

The nation's railway svstem emerged In the last centurv to connect the far reaches ofthe countn,' 
Then, the inland waterways system developed, and much more recently the interstate highway 
system was constructed, all supporting highly sophisticated modes of transportation lo meet most 
needs, moving goods at most anv distance and in a timelv and etficient manner. 

In more recent times, growth and expansion of the nation's agncukure and food sectors have 
come to depend on vc'i ig access to foreign maikets and being able lo deliver low-cost, high-
qualltv products Th • , narkets are characienzed bv growing nun.bers of consumers with nsing 
incomes devoted to improving long inadequate diets, resulting in persistent expansion in global 
food demand The ability of the US lo gain and maintain market snare in those markets depends 
on the competitiveness of our enure food system, not just to the farm gate but well beyond, lo 
deliverv- of product to shipboard or to the ultimate user .A key part of that competitive ability 
obviously Is an etTicient transportation system 

It thus is with great Interest and considerable economic investment that agricuhure and the food 
Industrv v iew structural changes In the nation's transportation system The recent announcement 
of joint acquisition of Conrail. Inc bv CSX Corporation and Nortblk Southem Corp attracts such 
interest because of its scope and potential effect on the movement of farm inputs, raw materials. 
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and food products around a large portion of the United Stales, including all of agriculture east of 
the Mississippi River and throughout much ofthe Midwest 

This Is a report of a review and evaluation of the proposed joint rail acquisition, specifically 
focused on what It might ultimately mean for agnculture and the food sys'-m, broadly defined It 
is not a statistical evaluation, with point estimates of impacts and benefits, but rather a qualitative 
review of expected changes, kev issues and their likelv importance for agnculture in the fiiture 



RAILROAD RESTRUCTURING: 
The Conrail Merger with Norfolk Southern Corp. 

and CSX Corp. 

I. Introduction 

This is a studv of the agricultural impacts of the joinl acquisition of Conrail, Inc by CSX 
Corporaiion and Norfolk Southern Corporation, three rail systems that occups a key strategic 
position both geographicallv and economically for the nation's agncuhure 

Understanding the impacts of the merger requires understanding of three dimensions of the 
current US agncultural system The first is the importance of transportation lo modern 
agnculture in the United States, and. in particular, in the "merger region"—those .̂ 2 states 
affected that include 17Q million people and enormous agncultural operations that produce grain, 
oilseeds, livestock and manv other commodities and process these into food for domestic and 
export use The report examines both the US transportation system and the agncultural 
production and processing systems most immediately affected by the merger 

The second kev dimension to understanding the current merger proposal is an understanding of 
the kev economic tbrces involved The Conrail system is itself the product of a succession of 
earlier mergers as the eastern and central region and its infrastructure accommodate economic 
trends toward urbanization and a service economy, and as com.petition from new highways and 
highlv competitive trucks has expanded a is unlikely that Conrail would continue as a separate 
rail companv , and highlv likelv that it would have been purchased by one or the other of the 
parties to the current merger Thus, the current study is not whether the merger is, by itself, good 
or bad, but w hether it is better or w orse than the purchase of Conrail by a single railroad 

The third dimension to the current evaluation is the fact that it must anticipate the future The 
facts of the merger are clear the current routes and facilities can be seen, and the history of each 
of the railroads and the region are well known It also is clear that both Norfolk Southern and 
CSX hav e agreed to operate certain parts of the entire system, to invesi in new facilities, and to 
make numerous other changes that can be evaluated only in the tiillness of time As a result, the 
sludy proceeds in five steps Following this introduction. Section 11 describes the agricultural 
transportation system brieflv. and the kev agncultural production sectors of the region Section 
III descnbes the merger, and indicates changes expected in the system as a result Section IV 
describes the impacts expected from, the merger, relying heavily on the descriptions provided by 
the parties themselves Section \ ' provides a qualitative evaluation of the merger, including 
expected impacts on agnculture Additional detail, statistics and maps are presented in the 
Appendices 
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11. Agriculture and the Transportation System 

The three major railroads atTected by the joint acquisition - Conrail, Inc (CR), Norfolk Southern 
Corporation (NS) and CSX Corporation operate in the eastern and midwestern part ofthe 
United States. Including roughly the states east of the Mississippi plus Missoun, Iowa and 
Minnesota that are linked into the system The region is enormously important lo the nation-
some .i2 states containing I7Q .1 million people It sends and receives enormous amounts of rail 
fremht This geographic terntorv encompasses major agncuUural production areas, a large 
proportion of the food processing, major domestic consuming centers and a large proportion of 
the tacilities for export of farms and food products It includes nearly 70°o of US grain and 
oilseed production, as well as the highly important livestock and poultry production areas of the 
mid-South and Southeast, the fruit and vegetable areas of the South, and the northeast dairv and 
fruit areas 

The 1 ransportation Function 

Food production location seldom coincides closely with food consumption centers, and the 
system depends cmically on transportation to maintain our quality of life, bolh in the cities and in 
rural aieas This has become espeeiallv true in recent decades as a large proportion ofthe world's 
people have moved from rural areas to Increasingly concentrated urban centers The result has 
been growing dependence on transportation fiinctions - with the availability of low cost, highlv 
efficient transportation cntical to location choices throughout the system, from the farm gate to 
the urban consumer 

The modern US iransportation is extremely complex, with five major components—-air cargo, 
trucks, railroads (Map I), barges (Map 2) and ocean-going vessels Each has specific 
characteristics and advantages for major commodities, determined largelv by economics, including 
the value ofthe product. Its penshability. Its value weight ratio and the distance lo be covered 
key factors include 

• Product value obviouslv. b<uh value products can sustain higher transportation 
costs than low value, bulkv products can 

• \'alue/perishabilit> - high value seafood products, for exam.ple, move by air to 
preserve freshness, an enormously valuable characienstic Similarly, meals tend to 
move bv truck and train since they can be chilled In transit and their value preserved, 
with the most appropriate transportation system tailored lo weight and distance 
requirements 

• N alue/weight - grains tend lo move bv rail, barge and truck because they are low 
value per unit, relatively bulky and not penshable 

In practice, many other criteria, including cost, enter into the equation, and, over time, the 
domestic agricultural system in the United Slates has evolved in response to shifting economic 
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Map 2. Commercially Navigable Waterways 
of the Central United States 
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conditions to produce the svstem we now have Some ofthe highlv valuable products (fruits and 
vegetables, and cut flowers, for example) move by air Much greater volumes are moved by 
truck At the same time, the bulkier, vastly greater quantities of major field crop commodities 
move bv rail, barges on the inland waterwav svstem. and b\ ocean going vessels to foreign 
markets Each product requires a separate ' - t of considerations, and. consequently, different 
levels of investment in the transportation functions 

Importance of Transportation to I S Industry 

The transportation fimction of US industrv encompasses an enormous amount of activity across 
the economv in l̂ )9.v 2.34b tnllion ton-miles of movement for all products (Table I) .\ major 
share of that activity, just under 34% is for agncultural and related products (788 5 trillion ton 
miles of product movement) 

Table 1. US Shipment Characteristics by Commodity Type, 1993 
Agricultural and Related Goods 

Value Tons Ton-Miles 
Av^erage Miles 
Per Shipment 

mil $ mils mil $ 

Farm Products 142 442 636 6 276.260 220 

Fore st Products 1.700 30 5 3,635 222 

Fresn Fish/Ottier Marine Products 11.062 3 0 1,746 159 

Food or Kindred Products 856 884 859 8 270 984 102 

Tobacco Products 60 640 3 ^ 931 146 

Textile Mill Products 102.189 24 8 11.341 711 
Lumber or Wood Products 126.662 663 4 120 669 227 

Pulp Paper or Allied Products 195 002 217 2 100 721 186 

Leather or Leather Products 50.645 2 4 2 182 941 

Total Agricultural and Related Goods 1.547 226 2 440 9 788 469 204 

Total all goods 5.846.329 9.6866 2.346,714 424 

Source: Census of Transportation Communica'ion, and Utilities 
US Departpient of Commerce Bureau of the Census 

W ithin agnculture. farm products account for 35"o of total product movement (1993 data), while 
food products account for 34° o Lumber and pulp and paper products account for an addilional 
i8°o with textiles, leather and other products accounting for the balance 

The bulk of US product movement is by .single-mode truck, air. rail, and by water, but some 
14% of total movement is bv multiple modes, but the share for each of the multiple mode 
mov ement tends to be small (Table 2) The combination of inland water and deep water transport 
IS the largest and covers 4°o of total movement Rail and water combinations account for 3% of 
the movement, while truck and v.ater and truck and rail movement each account for just under 
2° 0 of the total 
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PrivaiC and for hire truck movement account for about 37">'o of lotal product movement in the 
Unitec States, while rail movement includes 4 l°o of the total .\nd. shipping on inland waterways 
and the Great Lakes includes just under 8" o of total movement 

Table 2. US Shipment Characteristics by Mode of Transport, 
Ail Goods, 1993 

Value Tons Ton-MiYes 
Average Miles 
Per Shipment 

mil $ mil mil 

Single Modes 
Parcel 563.277 18 9 13.151 734 

Pnvate TmcK 1,755.837 3.543 5 235,897 52 

For-hire Truck 2.625.093 2.808 3 629.000 472 

Air 5.200 0 1 139 1.180 

Rail 247.394 1.544 1 942.561 766 

Inland Water 40707 362 5 164 371 n/a 

Great Lakes 1.173 33 0 12.395 534 

Deep Sea Water 67 n/a n/a n/a 

Pipeline 89.849 483 6 n/a n/a 

Total Single Modes 5.328 597 8.794 0 1.997.514 364 

Multiple Modes 
197 Pnvate & tor-hire truck 22 565 34 1 4,639 197 

Truck and air 133 887 3 0 3 870 1.423 

Truck and rail 83082 40 6 37.675 1,403 

Truck and water 9,392 68 0 40,610 1 417 

Truck and pipeline 349 n/a n/a n/a 
Rail and wafer 3.636 792 70.219 627 
Inland water and Great Lakes 2.446 13 5 n/a n/a 

Inland water and deer sea 19.682 109 9 95.215 1.903 

Total Multiple Modes 275,041 348 3 252228 1,326 

Other/unknown 242 691 544 3 96.972 229 

Total 5,846,329 -265.006 2.323,901 424 

Source: Gens is of Transportation. Communication, and Utilities 
US Department of Commerce. Bureau of the Census 

US transportation of selected farm, food, and forest products amounted to just over 672 tnllion 
ton miles in 1993. with much of that that movement highly concentrated among a few products 
(Table 3) Field crops, for example, accounted for 37°o of the toial, while lumber and wood 
products added 18% By contrast, fresh fnjits and vegetables made up just under 3'' o of total 
movement Meat, poultrv and dairy products accounted for 8 I°o, while mill and bakery products 
added another 10 6°. 



Railroad Restructuring - October 1997 

Table 3. US Shipment Characteristics by Commodity Type 1993 
Selected Agricultural Goods 

Value Tons ron-Mi7es 
Average Miles 
Per Shipment 

mil $ mil mil 

Farni Products 
Field Crops 82,458 565 6 251 428 153 

Fr 1 Fruits or Tree Nuts 13,840 13 1 7,158 451 

F sh Vegetables 23.014 286 10.920 68 
Livestock or Livestock Products 11.802 116 2.585 73 
Poultry or Poultry Products 2.931 3 5 730 70 

Misc Farm Products 8 398 14 2 3.439 386 

Forest Products 
Misc Forest Products 1 359 26 0 3,049 268 

Fresh Fish/Other Marine Products 
Fresh Ftsh or other Manne Products 10,882 3 0 1,719 154 
Food or Kindred Products 
Meat Poultry or Small Game 167.434 88 5 36 922 119 

Dairy Products 79 372 78 8 17 161 82 

Canned or Preserved Fruits. 170.848 122 7 51 121 206 

Vegetables or Seafood 
105 Gram Mill Products 75.963 205 9 62.917 105 

Bakery Products 48.049 28 8 8 153 74 

Sugar 13 365 28 1 15 558 175 

Confectionery or Related Products 28.430 8.5 4,723 338 

Beverages or Flavoring Extracts 135.797 177 1 36 870 43 
Misc Food Preparations 137.626 121 4 37 559 145 
Lumber or Wood Products 
Pnmary Forest or Wood Raw Matenals 16.124 459 8 46.024 68 
Sawmill or Planing Mill Products 41,682 118 7 37 876 146 
Millwork or Prefab Wood Products 47 348 394 20 976 183 

Misc. Wood Products 19 877 43 7 15.322 447 

Total, Selected Goods 1,136 599 2.187 0 672.210 143 

Total, all goods 5,846 329 9.6866 2.346.714 424 

Source: Census of Transportation Communication, and Utilities 
US Department of Commerce, Bureau of the Census 

How Farm and Food Products Are Moved 

The Importance of transportation mode can be seen in Table 4 For farm products, nearly 20% 
of total movement is b> truck, primarily by for-hire truckers However, just ovei 46° o of total 
movement is bv rail, with 28° o by inland waterway ,\n additional 7° o of total movement is by 
multiple and unknown modes 

Food and kindred products, by contrast, move pnmaniy bv truck (more than 65%) Only about 
27° 0 ofthe total is bv rail, 2°o by inland water, and just over 3°/o moving by multiple modes 
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Lumber and wood products also tend to move primarily by tmck, with more than 72° o ofthe lotal 
movinu by truck, or bv combinations of truck and rail and truck and water Just under 26° o ofthe 
lumber and w ood product mov ement was by rail in 1993 

Table 4. US Shipments by Commodity Type and Mode, 
Selected Agricultural Goods, 1993 

Value Tons Ton-Miles 
Average Miles 
Per Shipment 

mil$ mil mil 

Farm Products 
Single Modes 
Private Truck O0.318 1270 12,297 45 
For-hire Truck 46.666 173 7 37.297 442 
Rail 20.697 174 9 118.336 689 
Inland Water 9.860 81 0 72617 888 

Total Single Modes 128,517 556 7 240.638 364 
Total Multiple Modes 1.828 2 8 1.962 1,346 
Total, Farm Products 140 481 620 3 256 861 220 

Food or Kindred Products 
Single Modes 
Pnvate Truck 500579 472 5 50072 49 
For-hire Truck 300969 270 6 123573 406 
Rail 29559 75 8 72036 1.059 
Inland Water 1617 8 5 4674 733 
Total Single Modes 835 007 827 7 250.524 104 
Multiple Modes 
Pnvate & for-hire truck 1.571 1 5 332 n/a 
Truck and rail 2.636 1 9 3.190 719 
Truck and water 1 460 3 9 3 1.406 
Inland water and deep sea 1.838 3 8 5.020 2,297 
Total Multiple Modes 7.747 11 1 8.631 1.108 
Total, Food Products 856,774 859 266,778 102 

Lumber or Wood Products 
Single Modes 
Pnvate Truck 60,481 312 8 22,850 71 
For-hire Truck 48.019 270 3 57.721 312 
Rail 9.294 36 9 30.443 972 
Total Single Modes 119,605 6202 111.116 227 
Multiple Modes 
Pnvate & for-hire truck 318 9.7 n/a n/a 
Truck and rail 939 17 2,394 1,641 
Truck and water 129 0 2 294 1.921 
Total Multiple Modes 1.386 116 2,688 1.683 
Total, Lumber Products 125,976 654 117,872 227 

Source: Census of Tiansportation. Communication, and Utilities 
US Department of Commerce, Bureau of the Census 
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To descrtbe the importance of key products in terms of their dependence on rail transportation in each 
ofthe stales in the region, rail tonnage (exports and imports) for the three most important products for 
each statt In the region was examined (Table 5) Since the categories are highly aggregated (farm 
products, food products, etc i and since these stales are highly industnal areas, the inclusion of farm, 
food or lumber products is quite significant For the United States, for example, coal is by far the most 
important product shipped with 40° o of total tonnage (712 8 million tons in \995) Farm products are 
second in importance (173 8 million tons. IO°o ofthe total) Food products are fifth in importance 
(6°o, 100 9 million tons) and lumber products are eighth (3°o, 62 6 million tons) 

Table 5. Population and Rait Transport, Selected States, 
Key Agricultural Products 

State Population Selected Top Exports Selected Top Imports State Population 
Farm Food Lumber Farm Food Lumber 

mil rail shipments, million tons 
Alabama 4 3 4 1 3 4 4 0 

Arkansas 24 1.9 3 1 3 9 1.7 1.6 

Connecticut 3 3 0 3 0 3 
Delaware 0 7 00 0.5 0 4 

Florida 142 4 3 
Georgia 7 2 6 9 7 1 
Illinois 118 18 5 20 4 18 4 186 
Indiana 5.8 10 3 3 1 
Iowa 2 8 21.9 11 7 9.8 2.2 

Kansas 2 6 1.0 
Kentucky 3.9 2.7 9.8 2.9 
Louisiana 4 3 2 7 9 8 2.9 
Maine 12 11 0 8 
Mar/land 5 0 1.3 

1.5 Massachusetts 6 1 0 2 1.5 
Michigan 9 6 3 2 
Minnesota 4 6 20 5 4 1 9 4 
Mississippi 2.7 12 18 7 3 3 7 17 3.7 
Missouri 5 3 4 8 6 4 6 4 4 1 
New Hampshire 1.2 0.2 0.2 
New Jersey 8.0 2 9 
New York 18 1 1.1 2 9 3 0 
North Carolina 7.2 2.7 6.9 
Ohio 112 78 
Pennsylvania 11 9 4.1 
Rhode Island 10 0 0 0 0 0.1 0.0 
South Carolina 3 7 4 3 3 6 
Tennessee 5 3 3.1 3 7 2 7 

Vermont 0.6 0 1 0 2 0.2 

Virginia 6 6 14 2.1 2 0 
West Virginia 18 
Wisconsin 5 1 2 6 2.2 54 

Region Net 179.3 91 8 55.9 36.3 97.3 51.7 25.7 

Source: Amencan Association of Railroads. 
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Considering stales for which selected agricuhurai shipments were among the five most important, 
the region imports slightly more than it exports Nine large agncultural states are the major 
exporters, including iwwa (22 million tons), Minnesota (20 million), Illinois (18 million) and 
Indiana (10 million) Key exporters are more numerous with 16, including Illinois (18 million 
tons) and Iowa, Kentuckv, Louisiana and Minnesota, each with between 9 4 million and 9 8 
million tons of imports 

The region exports a slightly greater tonnage of food products than it imports, with food exports 
ainong the top five products sh.pped for 12 ofthe 32 states, including Illinois, Iowa, Missouri and 
Minnesota Kev food Importing slates numbered 18, with Illinois far and away the largest (18 6 
million tons), followed by Missoun, New Vork, Kentucky, Louisiana and New Jersey with far 
smaller amounts 

For eleven slates, lumber and wood products are among their largest export categories with 
Mississippi and Georgia the largest, followed by South Carolina. Alabama, Arkansas, Kentucky 
and Louisiana Stales including lumber imports among their most important categories also were 
eleven in number, with Georgia the largest followed by Flonda, Alabama, Mississippi and South 
Carolina 

Regional .Agricultural Production 

Value of .Agricultural Production 

The 32 stales that compnse this region include both large and small producing areas, but taken 
together account for a verv significant share ofthe nations lotal agncultural value (57°o) The 
lop three states are in the Corn Belt (Iowa, Illinois and Minnesota) and account for 26° o ofthe 
lotal value of agncultural production for the region (Table 6) North Carolina is the most 
important Southeastern stale li. terms of value of agricultural production with 7 2°o of the 
regional total 

\ alue of production for the region is relatively concentrated, with the largest five states 
accounting for just over 40° o of the regional lolal The next nine states in terms of importance 
account for just over 38° o of total production, with the balance scattered among the remaining 18 
states. Including ten states that account for less than To of regional sales value 

While it is beyond the scope of this report lo attempt to describe in detail all of the key 
movements that support our agncultural production and marketing system, several key 
components w ill be described in detail Because of the importance of rail transportation to grain 
and oilseed movement to processing, to export markets and lo domestic consumption in the 
United States, both production patterns and pattems of net shipments will be described in detail 
For other key products livestock, fruits aid vegetables and lumber, production levels and 
importance to the region will be the key focus 
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Table 6. Value of Agricultural Production, Selected States 

state 1993 1994 f995 1996 Regional 
Share 

mil dollars (%) 
Iowa 9,301 0 12 404 5 11 433 4 13,9686 107 

Illinois 8,121.6 9.4522 8.064 1 10.276 7 7 9 

Minnesota 6 1634 8.213 7 7,918,3 D,551 3 7 4 

North Carolina 6.984 0 7.8156 8 ,104 3 9.3642 7 2 

Kansas 7.750 7 8.5284 8.0172 8.9032 6,9 

Arkansas 4.832 4 5 799 4 5,475 0 6,534 2 5 0 

Georgia 4.740 6 5,559 8 5.821 0 64566 5.0 

Florida 6,325 9 6.320.7 6.199 9 6.437 4 5 0 

Indiana 5.333 1 5.5296 5,235 4 6,133 3 4 7 

Missouri 4 467 4 5 189 1 4.721 2 5,921 7 4 6 

Ohio 4.801 3 5.339 4 5.299 9 5,669 5 4 4 

Pennsylvania 4,092 5 4.218 3 4,165 2 4,636 4 3 6 

Mississippi 2.886 5 3.485 8 3,431 6 3,993 7 3 1 
Kentucky 3 778 2 3,855 3 3.594 1 3,988 7 3 1 
Alabama 3 389 9 3,653 7 3 473 1 3,831 0 2 9 
Michigan 3.670 5 3.7737 4.003 3 3 816 1 2 9 

New York 3.090 3 3 162 0 3.1006 3,311 9 2,5 
Virginia 2 371 1 2,582 5 2617 7 2,756 5 2 1 

Tdnnessee 2 457 7 2,661 3 2.638 2 2,647 5 2 0 

Louisiana 1.917 9 2,297 7 2.224 8 2.552 0 2 0 

Maryland 1.517 0 1,606 6 1 588 9 1,8196 14 

South Carolina 1 347 2 1 6199 1 576 9 1,807 6 14 
New Jersey 7994 899 0 902 5 935 7 0 7 

Wisconsin 1 011 1 858 5 883 8 860 3 0 7 

Delaware 673 4 745.6 754 8 855 4 07 

Vermont 5152 533 9 526 4 577,4 0 4 

Maine 522 5 540 6 512 4 548 9 0 4 
Massachusetts 498 2 514 7 497 2 527 3 0 4 

Connecticut 534 9 539 7 5086 5204 0 4 
West Virginia 476 7 507 0 480 9 471 5 0,4 

New Hampshire 170 4 177 1 1726 181 9 0 1 
Rhode Island 83 8 908 89 1 92 3 0 1 

Regional Total 104.6308 118,476 1 114.032 4 129,948,8 100 0 

National Total 190.240 7 207 849 2 203 647 4 226,212 0 

Gr^in and Oilseeds 

The region is a major producer and consumer of grain and oilseeds, and depends heavily upon rail 
transportation for movement of these products (Chart I) Because of the key Corn Belt states 
included, neariy 70° o of US grain and oilseeds are produced within the region. 

The importance of grain and oilseeds to the region can be seen from Table 7 While 26 ofthe 
Slates across the region are important grain ollseed producers, six produce 5°/o or more of the 
national lotal These include Iowa and Illinois (12°/o and 14°b. respectively), along with Indiana, 
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Minnesota, Kansas and Ohio For the region, production has grown significantly over the past 
eight years (up neariy 20°o). with much of the increase In the key producing states 

Chart 1. US Grain and Oilseed Production, 1985-97 

• Oilseeds 

• Food Grains 

BFeed Grains 

Table 7. Grain and Oilseed Production, Selected States 

state 1990/91 1991/92 1992/93 1993/94 1994/95 1995/96 1996/97 1997/98 97 Share 

million bushels (%) 

Alabama 26 0 31 8 41 4 27 9 38 7 26 6 390 40 9 0 3 

Arkansas 137 7 153 7 190 8 155 0 193 3 180 1 193.6 180.8 1.2 

Delaware 326 33 3 31 9 24 2 34 1 25 0 36 0 26 7 0.2 

Florida 7,3 7 1 106 8 4 8 5 6 5 115 9.7 0,1 

Georgia 65 4 93 2 106 9 726 87 9 60 0 80,0 86 0 0.5 

Illinois 1741 7 1602 1 2151 5 1760 3 2306 6 1566 5 1960 6 1898 1 12 1 

Indiana 905 8 710 0 1109 0 976 2 1115 1 824 6 912 9 1014 8 6 5 

Iowa 1913 2 1803 6 2272 8 1166 1 2389 1 1824 1 2154 1 2199,4 14,0 

Kansas 789 7 798 9 962 2 884 9 89S 2 728 9 1283 1 1030,6 6 6 

Kentucky 173 7 171 3 236 7 191 9 225 0 196 9 224 2 209 7 1 3 

Louisiana 75 7 68 0 89 8 60 9 78 4 60 7 118.2 107 5 0 7 

Maine 1 4 2 1 19 1 7 1,6 2 1 16 2 4 0 0 

Maryland 86 1 77 8 92 3 64 2 85 3 69,0 99 7 68 8 04 

Michigan 312 3 350 3 319 8 318 9 361 4 337 9 302 4 3654 2 3 
Minnesota 1075 7 1140 8 1046 4 563 1 1258 7 1117 5 1228 7 12564 8 0 

Missouri 422 6 453 2 601 5 376 9 545 8 368 7 6186 549 8 3.5 

New Jersey 14 5 14 7 15 8 136 16 9 12 2 18 0 14 9 0 1 

New York 71 2 72 7 61 0 698 80 6 74 8 81 0 91 7 0 6 

North Carolina 130 0 158 1 162 8 120 7 156 8 1308 158 8 151 3 1,0 

Ohio 616 3 533 3 716 4 592 1 740 8 585,2 536.3 712,0 4,5 

Pennsylvania 141 6 103,3 153 3 125 9 161 6 125 2 161 8 131.9 0 8 

South Carolina 40 5 51 7 57 7 38 9 56 1 51 1 61 0 62 9 0.4 

Tennessee 89 5 93 0 131 " 96 6 123 1 117,2 136.7 127.5 0 8 

Virginia 71 2 64 9 76 5 482 75,3 61 5 75.9 65 0 0 4 

West Virginia i 
3 7 6.1 4,4 4 5 4 6 4 8 5.1 0 0 

Wisconsin 4076 445 1 360 9 2746 503,4 409,2 398.9 470.6 3.0 

United States 1 13121 6 13262 3 15543,3 11666,5 15972 8 12844,9 15576.4 15678.6 100.0 
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General How of Grain/Oilseeds 

v'̂ hart 2 illustrates the principal routes by which the majority of grain and oilseeds move within the 
Uniteo States Gram and oilseeds may be shipped from the farm to the countr\' elevator, nver 
elevator, subterminal elevator, lerminal elevator or processor The processor can obtain oilseeds 
from the farm, countrv elevator, subterminal elevator or terminal elevator For the exporter, the 
US port elevator mav receive grain and oilseeds from the subterminal, terminal or river terminals 

• Karm Operations. The basic operations performed at the farm are harvesting, drving, 
aeratmu. storing and out loading Although a large percentage of soybeans are 
delivered to the" countrv elevator at harvest or shortly thereafter, on-farm storage is 
used to hold soybeans until farmers are ready to sell it. especially if harvest pnces are 
depressed Sovbeans are usually stored in steel bins that are well supported to hold 
the weight The storage bins are sealed by sheathing, well ventilated (aeration 
svstems I. and as neariv v ermin-proof as possible 

The critical decision made at the farm level is the timing of harv -<=* Ideally, soybeans 
should be harvested at 15°o moisture as this level is optimal for storage and handling 
As a result, most of the quality testing at the farm level consists of moisture testing 
with manv farmers owning moisture testing devices Those farmers who do not own 
testing devices take samples of soybeans to a local gram elevator for testing 

• Country Elevator Operations Process. Gram and soybeans are harvested by a 
combine, which has a storage tank on board ftom which accumulated soybeans are 
penodically transferred to a truck Combining permits the soybeans to be shipped 
directlv to the countn- elevator from the field Transportation can be in the form of a 
single (12,000-18.000 bushels), dual (21.000-30.000 bushels), or tn-axel (30.000-
60,000 bushels) farm truck or semi tractor-trailer (."̂ 4,000 bushels) using the extensive 
farm to market road system developed in the farm belt. 

Since the countrv elevator manager frequently buys soybeans directly from the farmer 
and then resells to either the domestic processor or export firm (third party), the 
premium or discount schedule that is stated in the farmer's sales contract with the 
elevator Is dictated bv the third party's specifications Purchasing the soybeans from 
the elevator, the third partv will state in the sales contract all premium and discount 
schedules along with other maximum or minimum requirements 

For outgoing shipments from the country elevator, grains and soybeans can flow from 
the bin, which has either a hopper bottom or a flat bottom with slide gates, onto a 
conveying system that moves it to an elevating "leg" It is then elevated to the 
distnbutor head, which is a movable device that dispenses grain into a hopper scale 
To maintain a continuous flow, a garner is positioned above the scale lo serve as an 
accumulator Another garner is positioned below the scale to handle the surge of grain 
when the uates at the bottom ofthe scale are opened 
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Chart 2. General Flow of Grain from the Farm Through the System 

( -1 M 

Country Elevators to Terminals. Since a subtemiinal elevator operates very much 
like a terminal elevator, subterminal elevators will be treated as a terminal elevator in 
this section 1 erminal elevators perform a vanety of services, including grain storage 
beiween harvest and/or shipment from countn' points until the grain is needed, drying 
or blending of grain quality, and merchandising to exporters, processors, or other 
domestic users The term "temiinal elevator" refei s to the fact that these facilities are 
typically located In major transportation "hubs" with access to major rail lines, the 
river transportation system or both 

Terminal elevator operators buy grain from many sources, including country elevators 
Depending on the terminal elevator's facilities and location, grain may be received by 
rail, truck^ or barge The terminal elevator operator, in tum, sells grain to processors. 
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or exporters A terminal elevator will typically have storage capacity for 50,000 to 
110,000 tons of grain or oilseeds 

River terminals transfer grain from truck or rail to barges lhat typically hold 1.500 tons 
of giain 01 sovbeans When the grain comes lo a river terminal by truck, the truck is 
dnven onto the unloading platform and secured In the case of a truck vvith a hopper 
bottom, the traps are opened and the grain runs out the truck's bottom .\ typical 
hopper bottom semi-trailer can hold 54,000 pounds at a gross weight of 80,000 
pounds weight restnction With other types of tmcks, the tailgates have to be 
removed or opened, and grain is dumped into the unloading pit River terminals, 
which by the nature of their location and function, are difticult to bypass, particularly 
dunng times when the cost of barge freight is low 

Barge earners have kept pace with the competition by Introducing both larger and 
more efticient barges and by using more powerful tugboats Barge rates, which are 
fijllv negotiable, also have helped keep the barge industrs competitive, especially for 
the large export shipper 

Rail shippers prefer to ship grain in unit trains of 25 to 125 cars .A covered hopper 
can range from 4.400 to 5,250 cubic feet in capacity where the norm in the industrv' is 
4.750 cubic feet The 4.750 cubic feet covered hopper with a 268.000 pounds weight 
restnctions can transport up to 198,000 pounds of soybeans 

Grain loaded into a barge typically is sampled for grading within the elevator facility 
Loaded barges can be sampled for grading by using a probe" sample, but this usuallv 
does not yield a representative sample ofthe quality ofthe grain throughout the entire 
barge 

Samples extracted from incoming and outgoing grain are checked for a number of 
factors related to quality, including moisture, test weight, damage, shrinkage and 
brerkage of seeds, adulteration, odor, and oil content that are specified in the buyer s 
coniract 

The terminal elevator buys grain and oilseed directly from the country elevator and 
resells to either the domestic processors or export firms The buyer of the sovbeans 
will determine the specifications of the sales contract Given the specification 
requirements the samples are tested to venfv that the purchaser is receiving the grade 
and quality that has been agreed upon in the contract 

Net Shipments of Grain and Oilseeds 

Nel shipments of grain and oilseeds will total about 190 million tons this crop year, with the bulk 
ofthe shipments onginating or terminating in 19 key states across the region (Table 8) Iowa is 
the nation's largest shipper with more than 29 million tons, more than i 5° o of the tot it Illinois is 
a close second with mure than 26 million tons, followed bv Kansas, Minnesota and Indiana The 
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nine major grain and oilseed exporting states account for nearly 123 million tons, more than 60° o 
of the US total 

Table 8. Net Shipments of Grains and Oilseeds, Selected Major States 

state 1989/90 1990/91 1991/92 1992/93 1993/94 1994/95 1995/96 1996/97 1997/98 
million tons 

Ohio 4 8 6 4 4.7 6 4 4.5 56 5.7 0 4 4 8 
Indiana 13 0 13 1 8 3 168 16 3 17.0 12.7 11,5 14.9 

Illinois 28 9 26 0 24.2 30 9 31 9 36.5 26 3 27,4 26.2 
Michigan 6 0 56 6 9 54 5.8 6 3 74 4 5 6 7 

Wisconsin -0.6 12 2.4 -0.6 -1.5 14 2 8 -0,5 2.3 
Minnesota 17 9 ' I H 7 18 3 11.5 54 14 1 208 14 4 16 0 
Iowa 27.6 25 9 26 7 25 2 154 28 0 33 4 24 8 29 3 
Missouri i l 3.9 3 7 5 8 2 4 4 3 15 5,0 3 4 
Kansas 13.0 156 14.8 15.0 17.1 16.1 13 1 18 8 19 0 
North Carolina -76 -8 9 -7 9 -9,0 -10.2 -10 8 -9 9 -12 3 -122 
South Carolina -0.5 -11 -11 -1,0 -1.5 -1.1 -09 -0 9 -C 8 
Georgia -5,0 -6 0 -5 1 -5,1 -5.8 -6,3 -6 1 -64 -6 3 
Florida -26 -27 -26 -26 -26 -28 -2,5 -26 -26 
Alabama -6 5 -7.1 -6.9 -7,7 -7.3 -8,4 -7 8 -8 0 -7.2 
Kentucky 2 7 2.3 2 3 3.3 2.7 3 1 2 9 2 8 2 8 
Tennessee -46 -5 1 -52 -46 -53 -4 8 -4 2 -46 -46 
Mississippi -1 6 -1.9 -2 2 -1.6 -24 -18 -2 1 -10 -1.1 
Arkansas -3 7 -44 -4 4 -4 1 -4.3 -4 3 -3 4 -4 4 -4 7 
Louisiana -68 5 -61 7 -63 9 -65 9 -51 5 -68 7 -71 1 -58 8 -69 3 

United Sta: :s 174 5 161 8 175 3 178 5 159.8 197 8 1854 1754 190 0 

The largest importing state in the region is Louisiana, reflecting the large movement of grain and 
oilseed products into world export channels through Gulf ports (Chart 3) With more than 69 
million tons in imports this year, this stale alone accounts for more than 36% of total nel 
shipments for the United States 

Chart 3. US Grain and Oilseed Exports, 1985-97 
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North Carolina is the largest ofthe grain and oilseed importing stales, with 12 2 million tons 
proiected for 1997/98 Georgia, Tennessee ?ad Arkansas also are large importers with between 
4 6 and b 3 million tons each The nine importing states (excluding Louisiana) account for neariy 
40 million tons ot grains and oilseeds annually, about 21°o of total US grain and oilseed net 
shipments 

The vast bulk of US exports move ihrough the region's ports - US Gulf ports, for example, 
account for 60° o ofthe total, while others also contnbute Charts 4 and 5 depict the flows ot 
state yrain and oilseed production to various export positions Atlantic ports account for 2%, and 
pension the Great Lakes accoum for 4°o ofthe total (Chart 6) This movement has grown 
sianificantly as exports have become more important In recent years For example, in 1985, 12 
million carloads of gram and oilseeds were shipped by rail, but 306,000 ofthose to export (26° o) 
This year, more than 1 4 million carloads will be shipped, w ith 495,000 of those lo export - more 
than 35°o ofthe total, and the vast bulk ofthose through ports within the region affected by the 
merger 

Chart 6. US Grain and Oilseed Exports by Major Port 
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Cattle and Calves 

The region also is verv' Important in the production of livestock, and sales of cattle and calves 
there amounted to S8 6 billion in 1996 (Table 9) The nation produced more than 41 3 billion 
pounds of cattit and calves lhat year, with just under 41° o of that in the 32 state regicn serv ed by 
the merging lines In terms of value, the region accounted for 38 5°/b of the national total, 
reflecting the predominance of cattle and calf breeding operations and the smaller number of cattle 
feeding operations in the Southeast relative to other US states The region accounted for 34°o of 
the national inshlpments in 1996. with two sia.es, Kansas and Iowa accounting for well over half 
of lhat total 



Chart 4. Corn/Soybean Flows Into Export Position 



Chart 5. Wheat Flows to Export Positions 
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Table 9. Cattle 8i Calf Production and Inshipments, 
Selected States 

state 
Production Value of Production Inshipments 

state 1995 1996 1995 1996 1995 1996 
mil pounds mil $ 1,000 head 

Alabama 546 0 535 2 283 9 223 1 47 0 45 0 
Arkansas 545 3 5198 265 8 2064 100 0 100.0 
Connecticut 222 19.9 108 9 5 6 0 6 0 
Delaware 7 0 7 1 3 3 3,2 3 0 3 0 
Florida 407 5 432 3 247 1 194 3 63,0 550 

Georgia 502 4 511 0 241 9 192 1 126 0 1110 

Illinois 719 7 654 1 472 3 419 7 350 0 280 0 
Indiana 343 7 318 5 193 3 1656 169 0 96.0 
Iowa 1,891 2 1 788 2 1 146 7 1,039 9 1,300 0 1 IOC 0 
Kansas 3 735 1 3 605 5 2,269 9 2 084 3 4,400 0 4.297.0 
Kentucky 788 4 756 5 421 0 326 5 450 0 470.0 
Louisiana 264 8 256 9 134 1 108 0 2 0 2 0 
Maine 31 4 268 17 5 12 0 6,0 6 0 
Maryland 104 7 89 1 50 5 37 9 8,0 50 
Massachusetts 18 1 17 5 8 7 8 1 1,0 1.0 
Michigan 429 9 402 0 224 8 200,' 95 0 75 0 
Minnesota 1,225 1 1.2186 670 8 684 9 525,0 435 0 
Mississippi 347 6 319 7 170,9 124.2 15,0 17.0 
Missouri 1.187 2 1 175 0 715 5 593 3 40 0 40 0 
New Hampshire 13,2 110 6 1 52 10 1 0 
New Jersey 20 1 17 8 9 8 72 2 0 10 
New York 315 7 309 1 149 9 100 1 19 0 23 0 
North Carolina 343 2 328 2 180 9 149,6 10 0 13 0 
Ohio 432 3 4884 262 5 268 3 25 0 56 0 
Pennsylvania 559 1 539 5 331 2 2886 100 0 95 0 
Rhode Island 1 9 24 0 9 12 0 3 0 3 
South Carolina 189 0 181 6 95 0 74 8 20.0 10.0 
Tennessee 658 7 630 0 341 4 258,7 67 0 71 0 
Vermont 7.891 8 79 7 35 3 29 9 14 0 14 0 
Virginia 535 5 545.5 277 9 234 1 10,0 8.0 
West Virginia 154 1 112 3 73 8 37 4 28,0 26.0 
Wisconsin 1,100 3 1,010 2 575 8 479 1 62 0 88 0 
Regional Total 25 331 2 16 909 4 9,889 3 8,567 6 8 ,064 3 7.550 3 
National Total 42,722 0 41,304 9 24,822 0 22,259 4 23.467 5 21.899.0 

Mugs and Pigs 

Because the region Includes both the important hog production states in the Corn Belt and the 
Southeast, it accounts for the v ast bulk of the nation's hog production and hog sales (Table 10) 
For example, in 1996 the region accounted for 84° o ofthe value of hog production and an equal 
share of production tonnage 
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Three states dominated regional hog production, Iowa with 27° o of regional sales. North Carolina 
with 17° 0 and Minnesota with just over 10°o While 11 ofthe 32 slates have very smal'. sales (less 
than SIO million). 21 have significant amounts of sales, ranging from SIO 7 million in New York 
to S985 million for Illinois, and then to the super-producing states mentioned above, 

T?bie 10. Hog & Pig Production and Inshipments, 
Selected States 

Production Value of Production Inshipments 

state 1995 1996 1995 1996 1995 1996 

mil pounds mil $ 1,000 head 

Alabama 179 0 1470 64 5 69 7 1,0 41 0 

Arkansas 376 8 375 7 155 1 192 9 30,0 30.0 

Connecticut 2 2 32 0 8 15 0,0 0 0 

Delaware 11 6 94 4 7 4 9 1,0 10 

Florida 30 4 28 1 11 3 13 3 3.0 3 0 

Georgia 340 1 323 3 137 4 159.5 260 33 0 

Illinois 2.202 1 1 954 1 848 7 984 7 6000 700,0 

Indiana 1.772 3 1,587 8 684 7 790 1 334 0 341,0 

Iowa 5.636 9 5,223 1 2.262 2 2,688 0 3,3000 4,600 0 

Kansas 562 7 642 7 219 0 327 6 2300 3300 

Kentucky 290 3 271 9 117 0 141 4 103 0 1120 

Louisiana 22 6 196 8 0 9 0 2 0 2 0 
Maine 3 9 24 1 5 1.2 0 0 0 0 

Maryland 39 9 24 4 15 3 122 90 10 0 

Massachusetts 4 4 4 0 1 6 1 9 0 0 0 0 
Michigan 446 2 399 0 175 2 203 9 58 0 56 0 

Minnesota 2 003 1 1,990,9 831,2 1,047,0 770,0 1,130,0 

Mississippi 91 8 92 9 376 47 7 6 0 32 0 

Missouri 1.460 9 1,249 9 579 5 624 0 519 0 823 0 
New Hampshire 0 8 0 7 0 3 0 3 00 0 0 

New Jersey 3 3 15 0 8 0 5 17.9 18 1 
New Yor!, 22 4 24 9 8 3 10 7 4 0 9.0 
North Carolina 3.156 7 3,399 3 1.322 1 1,803 7 203.0 125 0 

Ohio 736 5 7176 295 1 368 7 169.0 179 0 

Pennsylvania 325 4 3262 1234 161 9 700 700 
Rhode Island 10 10 04 0 4 0,0 0 0 
South Carolina 1386 129 4 54 3 64 6 78.0 600 
Tennessee 2202 2004 84 2 98 1 65.0 84 0 
Vermont 0 9 1,0 0 3 0 5 0,0 0 0 
Virginia 154 4 161,0 636 84 0 170 19 0 
West Virginia 11 3 9 2 3 8 4 0 3 0 2 0 
Wisconsin 410 5 3554 164.4 184,1 18.0 110 

Regional Total 20.659.2 19.677 0 8.2763 10,102,0 6,6369 8,821 1 

National Total 24 425 5 23.2630 9,8292 11,997,5 7,5500 10.0144 

Inshipments of hogs and pigs are important for the region as well, with 8 8 million head shipped in 
1996, 88% of the US total Iowa, Minnesota and Missouri accounted for the largest movements 
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of hoiis and pigs, nearly 75° o of the regional total North Carolina, while a very important hog 
producer imports relatively few hogs and pigs - just over l°/o ofthe regional total 

Broilers 

US production of broilers in 1996 was heavily concentrated in 21 key states across the region, 
accounting for 31 4 billion pounds, with sales of $11 9 billion, nearly 97% of the nation's total 
(Table 11) Five states account for 71°o of the region's sales, Georgia (l8 5°/o), Arkansas 
(17 8°/o), Alabama (13 7°o), North Carolina (11%) and Mississippi (\0%) No other state 
accounted for as much as 5°o of regional sales 

Table 11. Broiler Production, Selected States 

Production Value of Production 

tate 1995 1996 1995 1996 

mil pounds mil $ 

Alabama 4.2300 4,191,8 1,438,2 1,634.8 

Arkansas 4.9829 5,659 5 1,768,9 2,122,3 

Delaware 1,394 4 1,416 8 474 1 5242 

Florida 615 1 591 3 218,4 230 6 

Georgia 5,1360 5,6546 1,771 9 2.205 3 

Iowa 72 0 774 25,2 286 

Kentucky 258 0 331 1 826 122.5 

Maryland 1,360.2 1,385 6 4625 512.7 
Michigan 2 8 2 2 1,0 0 8 
Minnesota 249 6 251 8 83,6 94 4 
Mississippi 2.9624 3,109 1 992,4 1,197,0 

Missouri 800 5 1,059 1 280 2 3972 
New York 6 9 8.0 2 4 3 3 

North Carolina 3.417 5 3,541 7 1,162 0 1.310,4 

Ohio 215 0 243 0 67,7 88 7 

Pennsylvania 607 0 6538 203 3 245 2 

South Carolina 6804 786,3 234 7 306 7 
Tennessee 5720 6030 1859 2322 

Virginia 1,196 5 1.243,7 4008 4664 

West Virginia 391,2 394,7 131 1 148 0 
Wisconsin 104 3 152 3 34 9 57.9 

Regional Total 29.254 7 31,356 8 10,021,8 11,929,2 

National t otal 30,471,4 32,289 3 10,473 7 12.318 7 

Data excludes states producing fewer than 500,000 birds. 
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Fruits and \ egetables 

While the region is a verv important producer of fniits and vegetable,, proi'uction is concemraied 
m Flonda, espeeiallv for fruits The region accounts for about iust rnder ':6°r ofthe US total -
about 3 l°o of the national sales for fmils, and a smaller 27°o for vegetable, (Table 12) Flonda 
accoums for nearly 60° o of the region's fruit sales, but a much smaller ^')% of its vegetable sales 

Table 12. Fruit and Vegetable Production Volume and Value, Selected States 

Fruits Vegetables Totaf Value of 

state Volume Value Volume Value Production 

1994 1995 1994 1995 1994 1995 1994 1995 1994 1995 

1,000 short tons mil $ 1,000 short tons mil $ mil $ 

Alabama 8 3 108 4 2 6 4 n/a n/a n/a n/a 4 2 6 4 

Arkansas 14.4 22.2 7.8 11 6 61 2 44 4 16 4 17,1 24 2 28.7 

Connect/cut 14 4 12.0 8 6 74 16 0 13 5 8 0 7,6 166 15 0 

Delaware 11.3 6 J 4 3 2 7 102 8 114 0 13 8 19 0 18 1 21 7 

Florida 10,5896 12,158 3 1.542 5 1.626 6 2,396 8 2,115 5 1.027 4 946 9 2,5699 2,573 5 

Georgia 92 5 95 5 37.2 45 0 811 1 1,092 6 212 1 3123 249 3 357,3 

Illinois 22 9 41 5 10,1 190 328 3 267 8 51 0 42 9 61 1 61 9 

Indiana 252 39 4 11,3 18 0 n/a 327 7 n/a 48 1 113 66 1 

Iowa 54 4 5 2.6 2.7 58 9 35 1 38 2 6 6 4 5 3 

Kansas 2 5 2 9 1,0 1,6 n/a n/a n/a n/a 10 1 6 

Kentucky 3,2 9,0 14 4 9 n/a n/a n/a n/a 1 4 4,9 

Louisiana 9 6 7,2 8 9 8 0 n/a n/a n/a n/a 8 9 8 0 

Maine 26 0 31,0 90 111 n/a n/a n/a n/a 9,0 111 

Maryland 18 9 227 7 2 9,5 146 8 161 5 358 38,5 430 48 0 

Massachusetts 127 1 110 2 1123 98 3 n/a n/a n/a n/a 112.3 98 3 

Michigan 749 5 907 9 189 4 220 1 878 3 824 6 174 4 186 0 363 8 406 1 

Minnesota 10,4 9 4 6.9 76 1.061 5 838 5 94 7 90,6 101 6 98 2 

I Mississippi 0.0 0,0 0 0 0 0 350 24 4 3 8 3 8 3 8 3 8 

[Missouri 21,6 25 3 9 4 9 9 100 9 956 10 5 14 1 19 9 24 0 

\New Hampshire 2v; 0 21 0 87 85 7 8 8 2 5 0 54 13 7 13 9 

New Jersey 112 9 111,0 83.3 87 2 330 5 278 8 141 8 1113 225 1 198 5 

New York 775 1 753 8 192 7 190 5 1,118 7 1,1140 206 4 214 9 399 1 4054 

North Caro/ina 157 7 1684 53 4 55 1 n/a n/a n/a n/a 534 55 1 

Ohio 54 9 74 3 22 8 32 7 584 9 494 4 100 5 93 4 123 3 126 1 

Pennsylvania 294 3 369 7 68.2 92 5 n/a n/a n/a n/a 68 2 92 5 

Rhode Island 2 4 2 0 15 1,2 3 8 3,2 2 2 17 37 2 9 

South Carolina 1239 122,8 43.6 41 5 146 2 n/a 53 4 n/a 97 0 41 5 

Tennessee 5.3 8 9 2 4 4 5 81 2 693 38 8 28 7 41.2 33 2 

Vermont 190 20 5 6 3 7,4 3 3 3,0 17 15 8 0 8 9 

Virginia 155 0 208,5 29 4 44 5 193 9 171,0 789 73 9 108 3 1184 

West Virginia 72 5 9C 8 138 21,2 n/a n/a n/a n/a 138 21 2 

Wiftcorysin j 128 0 119,8 1052 110 4 1,824 0 1,371,3 1666 144,3 271 8 254 7 

Regional Total 13,673.8 15,587,8 2.605.4 2 807 6 10.291,9 9,4584 2,447,0 2,4046 12,738 9 11,863 0 

National Total 131,903 4 32,181 4 8,542.9 9,063 5 38,146,7 37,090,7 8,0426 9.031.7 j 46,189,3 46,1224 
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Value of fruit production in Florida was $1 6 billion in 1996. with $220 million in sales from 
Michigan and S190 million from New York the next largest producers And, while every state in 
the region reported some fruit sales, each of the other states' amounts are quite small 

Timber Production 

The nation produced neariy 845 million board feet of timber last year, with about 38'! o of that in 
two regions included in the merger area (Southern and Eastern regions of the United Slates), with 
a value of $134 4 milhon (Table 13) Most of that production came from the South (21%), with 
the remaining 17°o from the Eastern states In general, these products rely pnmarily on trucks 
and mixed modes, with just over 26° o ofthis movement by rail 

Table 13. Timber Production, 
Selected States, 1996/97 

Production 
state Volume Value 

mil board ft mil $ 

Southern States 180 3 26.8 
Eastern States 143 2 16 5 
Regional Total 323 5 432 
National Total 844 9 134 4 
Southern States includes AlaDama, Arkansa s Florida Gcjrgia Kentucky, 
Louisiana Mississippi the Carolinas, Tennessee and Virginia 
Eastern States includes Delaware Indiana Illinois Iowa H^aryland 
Michigan, Minnesota New England New Jersey, New York, Pennsylvania, 
Ohio West Virginia and Wisconsin 
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III. The Conrail Joint Acquisition 

Background 

The nation todav depends heavily on nine Class I railroads (a railroad with annual operaiing 
revenues of at least $256 million), dow n from eleven only two years ago Today, these include 

• Burlington Northern Sante Fe Railway 
• Conrail 
• Canadian National 
• Canadian Pacific Railway 
• CS.X Transportation 
• Illinois Central 
• Kansas City Southern Lines 
• Norfolk Southern 
• L nion Pacific 

These nine railroads now account for 73° o of the nation's rail mileage, 89°/o of the railroad 
emplovees and 91°o of its freight revenues They account for 81% of the railcars and 95°o ofthe 
annual revenue ton-miles However, as important as the Class I rail system Is, it has been in a 
state of neariv continual flux since World War 11 As a result, the CS.X-Norfolk Southern joint 
acquisition of Conrail cannot be clearly understood without examining the recent history' of 
railroad restruciunng in the United Stales, and especially in the Northeast 

In continuing efforts to reduce the region's isolation from the rest of the increasingly sophisticated 
national network, a long senes of consolidations have taken place spanning the entire post-War 
peri-r̂ i Initial efforts were quite modest, with little more than local impact The scale of 
consolidation escalated when the Delaware. Lackawanna and Western merged with Erie lo form 
Erie Lackawanna (I960), and -Ahen Chesapeake and Ohio acquired Baltimore and Ohio (1963) to 
form what became the Chessie System 

In 1964. regional boundaries were breached when the Norfolk &. Western (N&W) acquired 
Wabash and Nickel Plate, creating a system stretching from Norfolk lo Kansas Cily As a 
condition of that transaction, the Intersiate Commerce Commission—now the Surface 
Transportation Board directed that the financially weak Ene Lackawanna and Delaware and 
Hudson be included 

In the Southeast, Southern acquired Central of Georgia (1963), and Atlantic Coast Line and 
Seaboard .\n Line merged in 1967 Subsequent actions were taken to create a two carrier 
competitive system in most of that region, in response lo both rapid regional growth and growing 
competition from trucks brought by completion of the Interstate Highway system 

In the Northeast, rail cartiers faced a more serious challenge The competitive threat from trucks 
was at least as great, and the regional economy was being restructured into more of a service 
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economy so that rail tratTic was static or declining Northeastern carriers continued lo seek 
efficiencies through consolidation 

Penn Central Financial Failure 

The Pennsylvania Railroad (PRR) and New York Cemral (NYC) had been the premier railroads m 
the nation for decades, reflecting the importance of the northeastern region In the overall 
economy They dwarfed their lesser northeastern rivals in terms of size, market share and quality 
of their routes Each had superb east-west routes between the Northeast and Midwest, a legacy 
of their passenger hentage 

Nevertheless, bv the earlv 1960s, each had fallen on hard times Trucks were making serious 
inroads into their freit^'t traffic base, and losses were mounting on the extensive intercity 
passenger and commuter busines,ses operated by each As a result, PRR and N^'C agreed to 
meige tr cut costs and the Penn Central vvas born on Februarv 1, 1968 

In hindsight, this decision was virtually suicidal .n essence two weak railroads agreed to take on 
emplovee guarantees when traffic was declining, and to take on passenger services when losses 
were huge and grovving Penn Central filed for bankruptcy on June 21. 1970, the then largest 
bankruptcv in US histor> U ithin several years, most northeastern railroads were in bankniptcy 

The mounting financial cnsis led to grovving service problems on Penn Central and the other 
bankrupt railroads Lower speed limits vvere necessarv as tracks deienoraied. and derailments 
mounted The threat that the northeastern system would simply gnnd to a halt was verv' real 
.And, although the northeastern railroads were in decline, tnev were still vitally important in some 
kev markets the electnc utilitv. steel, and automotive industries in the Northeast would have 
virtuallv been shut down without reliable rail serMce, and hundreds of thousands of commuters 
and intercity passengers continued to depend upon the bankrupt carriers 

Against this backdrop, the Federal Government intervened The Regional Railroad 
Reorganization Act passed in 1973. created the United States Railway .Association (USR.A) to 
restructure the bankrupt northeastern carriers In its Final Svstem Plan USR.A recommended that 
a streamlined Penn Central become the Consolidated Rail Corporation (Conrail) and that most of 
the remaining bankrupt earners be acquired by Chessie System .As a result, "Unified" Conrai! 
was born, essentiailv bv default in .Apnl. 1976 The Federal planners concluded lhat the first goal 
of a northeastern rail reorganization was restoration of the rail earners' financial viability, with a 
more r-impetltlve rail system awaiting another day. if It came at all And, Conrail got o f f io a 
rockv start with both operating losses and the cost of rehabilitation proving greater than the 
planners had predicted The reluctance ofthe solvent earners to become involved was, at least in 
the short run. \ indicated bv that reality 

Between 1976 and 1981. the northeastern railroads - in the form of a federally-owned Conrail -
were rebuilt While ser\ice improved, financial problems continued The Reagan Administration 
,sought to remove CR from government support, threatening to liquidate the company if 
fundamental chanues w ere not made 
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The Stauuers Act reduced economic regulation of the rail industrv, giving CR and all other 
raihiiads far more freedom to adjust to the marketplace .Among olher things. Staggers 
encouraged rail consolidations, and dunng the 1980s, most of the rail industry restructured into 
large, inter-regional systems In the eastern United States, Chessie merged with Seaboard Coast 
Lme to form CSX In 1980. and in 1982, N&W and Southern formed Norfolk Southern lhe 
Staggers .Act and these eariy 1980s mergers were followed by legislation permitting CR to 
restructure its routes, its labor contracts, and its passenger obligations 

Norfolk Southern Interest in Conrail 

Spurred bv legislative reforms. CR's financial affairs improved, as did its appeal lo solvent 
earners When Conrail privatization was proposed by the Reagan .Administration in .984. 
Norfolk Southern offered to buy it The NS proposal, while endorsed by Department of 
Transportation and the Depanment of .lustice, was fought vigorously by both CR management 
and CSX. as weil as bv manv .>tate officials After a two vear effort. NS conceded defeat and CR 
was pnvatized in eariv 1987 in what was at that time the largest public stock offenng ever 

Beginning in the earlv 1990s. NS sought to strengthen Us access to the Northeast through a series 
of joint projects vvith CR Most of these projects w ere initiated by NS, and il gradually became 
clear to NS ihat its Interesi in working with Conrail was one-sided NS's interest in CR never 
waned, but hopes of an expanding alliance were clearlv misplaced 

As a result, the CSX/CR merger announcement in October, 1996. was a severe disappointment to 
NS Not only had a preferred partner (and second largest interiine connection) rebuffed NS, but il 
had chosen an archrival of NS as its merger mate NS understood the announcement as a 
substantial threat, and a danger to the future of competitive rail transportation in the eastern 
United Stales 

Alreadv facing a larger CSX in the Southeast. NS was threatened with almost total domination as 
well as loss of much of its northeastern access NS concluded that without a substantial 
northeastern network, it would be senously disadvantaged Northeastern access was of cntical 
strategi'- importance and left NS vvith no choice but lo fight to acquire Conrail 

The .Acquisition 

The first time NS studied a combination with Conrail in a major way was in the mid-1980s, when the 
tedtral govemment. which then owned Conrail, solicited bids to sell il, and NS was one of 15 bidders 
who responded After studying the different proposals intensively, the Department of Transportation, 
with the conditional concurrence of the Department of Justice, recommended legislation to Congress 
authonziiit the sale of Conrail to NS CSX, however, strongly opposed that sale, as did Conrail 
.Although legislation authonzing the sale was approved by the Senate, It was blocked in the House, and 
NS therefore withdrew its bid in 1986, Congress passed the Conrail Privatization Act, which resulted 
in a sale of Conrail in i 987 through a public stock offering 
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Following CSX's and Conrail's announcement in October 1996, NS responded with a tender offer 
on October 23, 1996. lo purchase all of Conrail's outstanding common shares for $100 per share 
in cash This tender offer initiated a contest between NS and CSX for control ofConrail that 
lasted until early March 1997 The contest ended when CSX and Conrail indicated their general 
agreement to a CSX-NS acquisition and operalional division ofConrail 

The objectives ofthe agreement are to create a structure that provides both CSX and NS with 
comparable market shares, broad geographic coverage, a balanced portfolio of roules with 
comparable traffic densities, and fair access to important markets and terminals to serve those 
markets Another important objective was lo minimize service disruptions to customers 

CSX and NS currentiv operate rail networks that serve commercial areas throughout the 
Southeast and Midwest To a large extent, bolh depend on Conrail to reach the mid-Atlantic and 
northeast regions (Map 3) 

CS.\ 

operates 18,504 toute miles of railroad in 20 states east of the Mississippi River and in 
Ontano, Canada 

1.607 miles are operated under trackage rights, wiih the remaining mileage either 
owned or operated under contract of lease 

CSX has pnncipal routes to virtually everv major metropolitan area east of the 
Mississippi Key western points include Chicago, St Louis, Memphis and New 
Orleans Kev eastern points include Miami, Jacksonville, Chadeston, Norfolk, 
U ashingion, D C and Philadelphia Other key points include Atlanta, Nashville, 
Cincinnati, Detroit. Pittsburgh, Bahimore, Charlotte, Birmingham and Louisville 

Norfolk Southern (Map 4): 

operates 14.282 route miles and 25,236 track miles in 20 states, primarily in the South 
and Midwest and Ontano, Canada 

1.520 miles are operated under trackage nghts, with the remaining mileage either 
owned or operated under contract or lease NS is compnsed of 68°/o main lines and 
32° 0 branch lines 

NS has routes to virtually every major city in a region bounded by Kansas Cily and 
Des Moines on the West, Chicago (and Ontano, Canada) and BuTalo on the North to 
Jacksonville and New Orieans on the South Major cities include (among others) 
Memphis, Chattanooga, Knoxville, St Louis, Atlanta, and Mobile 



Map 3. Existing Northeast Rail Network 
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Map 4. Existing Norfolk Southern Rail Network 
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Conrail: 

• 10,500 miles of railroad in the Northeast and Midwest, including 5,520 miles of 
mainline and 4,980 miles of branch lines 

• The pnmarv' network forms an ".X" connecting Chicago and St Louis in the West with 
Boston, New York and Northern New Jersey and Pittsburgh, Philadelphia, Baltimore 
and Washington. D C The hub ofthe "X" is Cleveland Key lines lhat accommodate 
traffic flows between other parts of the Conrail system and Cincinnati, Columbus 
and/or Conrail points include 

0 Chicago Line Chicago to .Albany with connections lo New York and 
Boston 

0 Detroit Line - Detroit and the Chicago line (at Toledo) 
0 Michigan Line - Detroit and Kalamazoo 
0 Kalamazoo Secondarv Branch - Kalamazoo to the Chicago line 
0 Montreal Secondarv - Syracuse to Adirondack Junction, Quebec 
0 Southern Tier - Buffalo to New Jersey 
0 St. Louis Line - to Indianapolis and the Indianapolis line 
0 Cincinnati Line - to Columbus 
0 Columbus Line - to Gallion, Ohio and the Indianapolis line. 
0 Scottslaw n Secondarv Track - to the Indianapolis line 
0 W est Virginia Secondarv Track - fi-om Columbus lo Kanawha Valley, West 

Virginia 

The Merger 

The strategic aspect of the merger is ihe opportunny it presents for two major regional railroads, 
each lacking pnmary access to major segions ofthe United States to join with a third svstem to 
permit better service to all of the regions involved These are descnbed m detail in Appendix A 

The new svstem includes several key components 

• CSX and NS routes that will be operated by each railroad, as was done before tht 
merger 

• Conrail lines to be operated by CSX. including primanly nine primary routes and 
extensions (Map 5) 

0 NY/NJ to Cleveland, 
0 Crestline, Ohio to Chicago, 
0 Berea to East St Louis, 
0 Columbus to Toledo, 
0 Bowie to Toledo, 



Map 5. Proposed CSXT/NS Allocation of Conrail 
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0 NY/NJ to Philadelphia, 
0 Washington, D C to Landover, Marvland, 
0 Philadelphia l erminal to Quakertown, PA, and 
0 Chicago Area, from Porter, IN to Ivanhoe, IN 

• Conrail Lines to be operated by NS, including eleven lines and extensions 

0 NJ lerminal to Crestline, 
0 Cleveland to Chicago, 
0 Philadelphia to Washington, D C , 
0 Michigan operations (Detroii shared assets area), 
0 Eastern P.A lines and extensions. 
0 Indiana lines and extensions. 
0 Buffalo to NY/NJ Terminal route and extensions, 
0 Buffalo to Harnsonburg. and South. 
0 Cincinnati to Columbus to Charleston, 
0 Chicago South Illinois operations, and 
0 Chicago market operations 

• Lines exchanged - NS will acquire Conrail's Streator Line (Osbom to Streator, 
Illinois and Conrail will acquire NS's line from Ft Wayne, IN to Chicago The Ft 
Wayne to Chicago line will be operated by CSX 

• Shared assets in three areas. Conrail properties and rights will be allocated jointly to 
CSX and NS under the agreement, including the following areas 

0 New Jersey Shared Assets Area, 
0 South Jersev Philadelphia shared Assets .Area, and 
0 Detroit Shared Assets Area 

• Other matters These include other assets to be shared under special arrangements, 
certain trackage rights, facilities and other Conrail inttrests that are to be allocated to 
NSandCSX^ 

Proposed Routes 

NS proposes new single-line serv ice routes for major corridors, as well as for a number of 
smaller routes such as the Butler-Cutoff Route, the Coal Routes and the Streator Line Major 
routes include (Map 6, see .Appendix B for additional route maps) 

• The Penn Route, from Chicago to the Northeast the NS's principal east/west artery 
for both carload and intermodal traffic 
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Map 6. The New Norfolk Southern 
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• The Southern Tier Route, Northern New Jersey - Cleveland and Chicago This 
route IS expected to see significant increases in consolidated system traffic, and will 
provide NS a route to New England via Canadian Pacific Rail System through 
Binghamton, New York 

• The Piedmont Route - Northeastern-Southeastern points via Chariotte 

• The Shenandoah Route - Northeast-Southeast via Knoxville 

• The Mid-South Route - midwest to Southeast via Cincinnati 

• Chicago - Southeastern Points 

• The Bridge Route New England - Southeastern points 

CSX proposes a major consolidation of main-line operations, and changes in major service 
routes, including (Map 7. see Appendix C for additional route maps) 

• Northeastern Gateway Service Route Chicago lo Albany 

• Alternative Chicago Gateway - Ft Wayne-Cleveland Service Route 

• Eastern Gateway Service Route - Chicago to Baltimore, Washington, Philadelphia 
and New Jersey 

• Michigan-Chicago Gateway Service Route - primarily, involving more direct 
routing on existing CSX lines from Chicago to points in Michigan and Canada 

• Chicago-Gateway-Southeast Service Route - Chicago to Florida and other 
southeastern points 

• St. Louis Gateway Service Route - St Louis to East Coast points, using much 
shorter and faster routes than existiiii- CSX service 

• Memphis Gateway Service Route - ccmbints Conrail's northeastern lines with 
CSX's present lines between Memphis and Cincinaiti 

• New Orleans Gateway Service Route - creates a routing option for traffic from the 
V\ est to points north of Philadelphia wnh single-lme service from the New Orleans 
Galewa> 



Map 7. CSXT Rail Lines in NE After Assignment of Conrail Lines 
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• Atlantic Coast Service Route - combines CSX's existing line between Flonda and 
Philadelphia and Conrail's line between Philadelphia and Boston lo create the first 
single-line service between New England and Florida 

• Michigan-Florida Serv ice Route - from Michigan to Southern Florida 

• Central Service Route - links points in Tennessee, Soulh Carolina, North Carolina 
and Virginia to 1 oledo. Detroit and Chicago, as well as points west to St Louis 

• Heartland Service Route - combines Conrail and CSX lines to create new intermodal 
and automotive routes for double-stack and container traffic and multi-level auto 
racks 

Map 8 shov s the CSX^S system map af̂ er division on Conrail 

Proposed Abandonments 

NS segments 

• Dillon-Michigan City Indiana - 21 5 miles 
• South Bend - Dillon. Indiana 215 miles 
• Toledo-Maumee. Ohio 7 5 miles 
• Toledo-Maumee River Bridge. ')hio 0 2 miles 

CSX segments 

• Danville Secondary . Danville to Paris. Illinois (Conrail) - 29 miles 

Track I pgrades. New Construction and Other Capital Investments 

Both CSX and NS have proposed substantial investments for a number of upgrades, rehabilitation 
projects, new connections and other construction projects to be undertaken as a result ofthe 
acquisition Together, propo.sed inv eslment totals S988 million (CSX, S488 milhon, NS, $500 
million) 

CSX upgrades and New Construction 

Service Route Upgrades (Table 14) 

• Chicago Area/Northeastern Gateway Serv ice Route - New or upgraded connections, 
$196 2 million 



Map 8. CSXT/NS System Map After Conrail Division 
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• Alternative Chicago Gateway-Ft. Wayne-Cleveland Service Route - Track 
rehabilitation, $6 5 million 

• Memphis Gateway Service Route - Two additional sidings at Alice, IN and Harwood. 
IN. $2 4 million 

• Atlantic Coast Service -<oute - Clearance projeci. $19 million Additional siding at 
Belmont. P.A. S3 0 million 

• Merchandise/Unit Train \ ards - Indiana Harbor BeU Railroad Company's (IHB) Blue 
Island Yard in Chicago rehabilitation. $10 million Replace hump process controls at Avon 
Yard. Frontier \ ard"̂  and Selkirk Yard, $15 million \'ard expansion at Willard, $49.3 
million Rehabilitate track at Newell, $2 9 million 

• Intermodal and Finished Vehicle Terminals Upgrades/Expansion - $75 7 million 

• New and Upgraded Connections - CSX will construct or upgrade connections and track 
at 14 points on its network in order to facilitate efficient trafTic flows These projects will 
cost an estimated $40 0 milUon 

• Fueling/Serv ice Facilities - $15 million 

• Mechanical Facilitie» - $6 million 

• Information Systems and Upgraded Technologies - $32 million in capital investment 
and S7b million in one-time expenses 

Summarv of Capital Investments - $488 million will be inv ested as show n in Table 15 

Norfolk Southem I pgrades and New Construction 

NS has indicated it plans to spend over $500 million on construction and upgrade projects related to 

ti e acquisition, including 

Corridor Upgrades 

• Penn Route - Eliminate capacitv constraints and increase reliability on the Penn Route and the 
Piedmont Shenandoah Routes Lehigh Line, $27 7 million, Hamsburg Line, $17 0 milhon 

• Shenandoah Corridor - Capacity improvements $ 12 I million 

• Mid-South Route - Single-line capacity improvement project, $15 3 million 
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• Table 14. Planned CSX Connection Upgrades 

Lo<'ation Comments 
Est. Cost 
(millions) 

[ 
Exermont, IL 
(East St Louis) 

Connect the parallel Conrail and CSX lines 
to allow trains originating at Conrail's Rose 
Lake Yard and westbound trains arriving 
from CSX lines to block swap with 
westbound trains from Indianapolis 

$2 1 

1 
Lincoln Ave . IL 
(Chicago area) 

Crossover from the Baltimore and Ohio 
Chicago Terminal Railroad Company 
(BOCT) lines to IHB lines for eastward 
trains 

3 5 

I 
Rock Island Jet IL 
(Chicago) 

Upgrade the connection between Conrail 
and the Belt Railw ay Company of Chicago 
(BRC) to allow more direct movements 
between Bedford Park intermodal yard and 
the Lakefront mainline 

2 0 

75th St S W , IL 
(Chicago area) 

Connect BOCT line at Forest Hill lo BRC 
in southwest quadrant of 75ih Street 
interiocking 

2 5 

[ 
Tolleston. IN 
(East Chicago area) 

Rehabilitate connection between Conrail 
line and NS line in the southwest quadrant 
for movement of trains from IHB Blue 
Island to CSX's Ft Wayne line 

24 

Haley, IN 
(Terre Haute) 

Upgrade an existing connection lo allow 
northbound CSX Irains from Nashville to 
move eastbound on Conrail's iine toward 
Indianapolis 

2 0 

W illow Creek, IN 
(East Chicago area) 

Construci a connection in the southeast 
quadrant to allow progressive east-west 
movements between CSX's Garten 
Subdivision and Conrail's Porter Branch, 
facilitating the mov ement of traffic 
between Porter, IN, Garrett, IN and 
Chicago points 

4.5 

Carieton, MI Rehabilitate a connection between Conrail 
and CSX lines to facilitate CSX operations 
to/from shared areas in Detroit 

12 
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Table 14. Planned CSX Connection Upgrades - continued 

Little FerPv. NJ Connect the Conrail line with the NYSAW 
to facllwate movement into the Little Ferr>-
intermodal terminal 

1 0 

Crestline, OH Connect Conrail lines to facilitate 
movemenls beiween Fl Wayne and 
Cleveland 

2 7 

Greenwich, OH Connect Conrail and CSX lines lo allow 
CSX to progress between Cleveland and 
Chicago and between Indianapolis and 
Cumberland 

4 3 

Marion, OH Rehabilitate an exi; ting conneciion 
between Conrail and CSX to allow 
eastbound Conrail trains to proceed north 
on CSX's mainline toward Toledc 

18 

Sidney, OH Construct a connection in southeast 
quadrant to allow vvest-south and north
east movemenls 

6 0 

Eastwick, PA Rehabilitate connection and track at 
Eastwick between CSX's line and the 
Conrail line at Gray's Ferry Bndge and the 
25th Street X'laduct to facilitate more 
efficient operations at Philadelphia 

40 

Table 15. Planned CSX Capital Projects 

Capital Projects Cost 
Service Route Upgrades $234 1 
Yards and Terminals 

Merchandise 77 2 
Intermodal and .Auto 75 7 

New or Upgrade Connpct'ons 40 0 
Facilities 

Fueling/Servicing 15 0 
Mechanical Facilities 60 

Technology 32 0 
Contlnuencv 80 
Total $488 0 
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• Southw est Gateway Route - Construction of seven new sidings, $33 million 

• Additional Improvements - $ 12 1 million 

• Additional Track I pgrading - $79 3 million 

• Major Terminal Upgrades - Intermodal facilities, $200 million. Construction Cost for 
Triple Crown Terminals, $20 million, .Automotive Ferminals, $30 million 

• Special Projects - $33 8 million 

• Mechanical Facilhies - $102 million 

• New Connections - Consolidation of NS roules and the identified Conrail routes will require 
construction of new track connections at se- ?ral points on the system These connections, 
summanzed below. W.W facilitate efficient use of the consolidated route struciure Total 
construction cost for these projects summanzed below Is estimated to be $25 million (Table 
16) 

Table 16. New NS Connections 

Location Comments Estimated Cost 
Alexandria. IN Permits creation of a new efficient 

consolidated through route .from Chicago 
to Cincinnati Atlanta and the Southeast 
via .Alexandna and Muncie, IN 

$1,400,000 

Butler, IN For direct ihrough movement of traffic 
from NS Detroit line to Conrail Chicago 
Line Creates an efficient new route 
Helps free Conrail's Kalamazoo-Detroit 
Line for sale to a prospective passenger 
operator 

$ 1,460,000 

Tolleston, IN Connection lo serve NS industrv at Gary, 
IN from Conrail Linf; 

$ 200,000 

Sidney, IL Connection with U'nion Pacific to permit 
efficient handling of traffic between UP 
points in the Gulf Coast /Southwest and 
NS points in the Midwest and Northeast, 
and by-passing congestion at E St Louis 

$1,800,000 

Kankakee, IL To permit efticient ihrough movements 
from Conrail Chicago mainline, and 
Chicago Terminal area to Kansas City 
and St Louis Gatewavs 

$ 1,443,000 
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Table 16. New Connections - continued 

Location Comments Estimated Cost 

Tolono, IL To connect with iC in order lo permit 
efficient handling of traffic between IC 
points and NS points and bypassing 
conuestion at E St Louis 

$1,550,000 

Oak Harbor, OH To create etTicient access from the 
Detroit area to NS Bellevue Yard 

$2,967,000 

Vermilion, OH Connecting track beiween NS and 
Conrail to create an efficient new route 
from Conrail's Cleveland lo Chicago 
mainline to NS' Cleveland to Buffalo 
mainline lo and from eastern destinations 
and ongins, including New York and 
Northern New Jersev via Buffalo 

$2,587,000 

Buffalo, NV: 
Blasdell 
Gardenville Jet. 
(Ebenezer) 

To permit efficient movement from NS 
Clev eland mainline to Conrail buffalo line 
or Conrail Southern Tier avoiding CP-
Draw 

$6,141,250 

\ ... i. •—-

Hagerstown. MD To provide continuous double track 
through Hagerstown in conjunction with 
increased traffic projections and 
elimination of a rail crossing at grade 

$ 1.035,000 

Detroit. MI 
(Ecorse Jet ) 
(Connection) 

1 

To facilitale efficient movement westbound 
from Conrail's River Rouge Yard via 
Junction \'ard Secoi darv to NS' Oakwood 
Yard at MP 136 

$ 586,000 

! Columbus, OH 
(MP 4) 

To facilitate effi;lent movement from NS lo 
Conraii Buckeve ^ ard 

$ 1.580,000 

Bucyrus. OH To facilitate efficient movement fiom 
Pittsbur,ih. P.A lo Columbus, OH 

$2,264,000 

Total Estimated Construction Cost For Connections; 1 $25,013,250 
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l \ . Acquisition Impacts 

Objectives of the .Merger 

The stated objectives of the joint acquisition agreement were to create a struciure that would 
provide better, more competitive service to the region and the nation Jo do this, the Conrail 
system is lo be operated as part of the competitive system serving the West and Midwest, South 
and East Both CS.X and NS are lo have comparable market shares, broad geographic coverage, 
a balanced portfolio of routes with comparable traffic densities, and fair access to important 
markets and terminals to serve those markets 

In verv broad terms, the agreement allocates to NS and CS.X the operation of two "legs" of the 
Conrail "X" of rail routes In addition. NS and CSX will .share access to a number of areas 
(Shared .Asset Areas), including Conrail lines and facilities in northern New Jersey, the 
Philadelphia area, southern New Jersev. the Detroit area, the Indianapolis area, and the 
Monongahela coal fields (The term Penn Lines will be used to refer to the routes and other 
Conrail assets to be used and operated by NS and to NS's nghts in the shared areas, and the term 
New York Central Lines to refer to the lines to be operated by CSX and CS.X's rights in the 
shared areas ) 

While NS and CS.X will each serve shippers directlv in the Shared Assets .Areas. Conrail will 
provide certain services exclusivelv to NS and CSX in these areas, including switching services as 
a contractor for NS and CSX Customers will continue to deal with two highly competitive 
carriers .All rates and charges to shippers and other railroads in the Shared .Assets Areas will be 
established exclusively and separately by NS and CSX. in competition with each other (and with 
olher modes). NS and CSX will serve shippers (and other railroads) directly or by using Conrail 
fbr switching and local service 

This division of Conrail operations will resul: in two strong and far-reaching rail networks lhat 
should be much more compelilivelv balanced than if one of the competing systems operated 
Conrail bv itself One ofthe most important features of that balance concerns the division of east-
west routes There are four main routes between the Northeast and the Midwest, three of which 
are now owned by Conrail These are largely the former New York Central s route from New 
England. New York and northern New Jersey through Albany. Syracuse. Buffalo and Cleveland 
to St Louis, the "Southern Tier" route ofthe former Ene Lackawanna Railroad from New York 
through Binghamton. N'S'. to Ene. PA. connecting with NS in Buffalo. N\', the combination of 
the former Pennsylvania Railroad route from northern New Jersev and Philadelphia through 
Pittsburgh to Cleveland and the former New \'ork Central line from Cleveland to Chicago, and 
CS.X's Baltimore and Ohio Railroad route from Philadelphia and Baltimore through Pittsburgh to 
Chicago I wo of these are high speed, high capacity routes the New N ork'New England-St 
Louis route via I pstate New York and the Northeast-Chicago route via Pennsylvania The 
Conrail transaction results in NS and CS.X each operating two of these four routes and one 
of the two high speed, high capacity routes. 
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The Conrail transaction «o will give both NS and CSX equal access lo extremely important 
markets and the right to compete for rail traffic in those areas The shippers in the largest ofthe 
Shared Assets Areas - northern New Jersey as well as shippers in southern New Jersey, parts of 
Philadelphia and Detroit, will be gaining direct competitive service from two large Class I 
rai'roads for the first time m more than two decades In addition, although NS will be allocated 
operation of Conrail's Monongahela coal fields properties, CSX will have the right to serve all 
current and future customers directly 

The CSX/NS acquisition of Conrail is expected to create two strong rail networks of bioad and 
comparable scope that will compete vigorously lo provide efficient service throughout the eastern 
Un'ted States Results ot the merger could include 

• Better Serv ice Bv integrating certain Conrail routes and facilities into their existing 
rail networks, CSX and NS should be able to provide better service to their existing 
cu.stomers. and to use improved service to attract new customers The creation of 
new single-line routes and the coordination ofConrail assets vvith existing CSX and 
NS assets promises to allow both rail systems lo provide faster and more responsive 
service Equipment utilization will improve and customers should incur reduced costs 

• Operating Savings and Other Cost Reductions CSX and NS expect to retlize 
operating cost savings by providing more efficient rail iransportalion Operaiing costs 
are expected to decline as a resuh of shorter transit times, more direct routes, 
improved equipment utilization and increased traffic densities In addition, CSX .'ind 
NS should realize cost savings by eliminating substantial portions of the general and 
administrative costs currently incurred by Conrail These savings also should benefit 
the public because CSX and NS should consume fewer resources on a per unit basis lo 
produce transportation services than thev currently do 

• Near-Term and Long-Term Growth CSX and NS both project that the creation of 
new single-line routes will enhance their competitive positions, enabling them lo divert 
trafTic from other rail earners, including one another Moreover, by creating more 
efficient rail networks, CSX and NS will position themselves to win new traffic from 
trucks, both in the neat term and on a long-term basi.-. The transaction could allow 
CSX and NS to become truly effective competitors for trucks, which handle the vast 
majority of freight in the East, thereby reducing the number of trucks on crowded 
eastern highways The bright prospects for long-term traffic growth by these efficient 
eastern railroads portend significant benefits not only for CSX and NS but for the 
consuming public as well 

The creation of new single-line service, the efficiencies of expanded networks, and the 
development of more direct routes promise to generate additional benefits for the general public 
New single-line service would enable CS.X and NS to compete more effectivelv with trucks in 
lanes now dominated by motor earners, such as the 1-95 corndor The efficiencies of the 
expanded networks and the increased traffic volumes they will handle promise to allow the new 
networks to reduce per unit costs More direct routes made possible by combining the existing 
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CSX and NS systems with those portions of Conrail that they will operate will result in reduced 
car miles, better equipment utilization, reduced fuel consumption, and fa.ster service for their 
customers 

Finally, one of the pnncipal public benefits of the transaction promises to be the substantial 
increase in intramodal and inlermodal competition it will bring lo shippers in the eastern United 
Stales These potential benefits are described more fully in subsequent sections 

7 he Proposed Operating Plans 

Generallv. the focus of the new rail svstem has been lo build a successful two-carrier competitive 
structure in the Northeast To achieve this, balance between the railroads' current operating 
structures had to be ensured Both competing rail systems have the necessary traffic density to 
provide quality service and achieve lov costs, and bolh are large enough lo generate the cash flow 
required to maintain and improve fixed plant and equipment With this balanced system as the 
model, certain objectives were pursued in designing the new NS and the new CSX 

Balance of historical re '̂enues and market share. If one resulting carrier were substantially 
larger than the other, the larger one would be able to use its supenor market and cost position to 
overwhelm its competitor over time One indication of the competitively balanced networks 
created bv the transaction is the estimated post-transaction .share of histoncal eastern rail traffic 
(Table 17) 

Table 17. NS and CSX Market Shares 

Commodity 
Total Revenue Market Shares 

Commodity NS CSX NS CSX 
mi l$ % 

Agriculture & Consumer 621 3 719 5 46 3 53.7 
Coal Coke & Iron Ore 1,892 6 1 872 6 503 49.7 
Paper, Clav & Lumber 774 7 789 7 49 5 50.5 
Chemicals 840 1 1,201 1 41 2 58.8 
Metals & Construction 756 4 844 0 47,6 524 
Automotive 841 7 796 8 51 4 48.6 
Intermodal 712 7 580 2 55 1 449 

Total 6 449 5 6,803 9 48,7 51 3 

Source: 1995 QCS Report and Rail Traffic Diversion Study - Norfolk Southern 

These shares will change over time as each carrier tries to outdo the other for business But the 
starting point is remarkablv close and gives each cartier a good traffic base as the new competitive 
era bemns 


