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BEFCilE THE 

SURFACE TRANSPORTATION BOARD 

STB FINANCE DOCKET NO. 3 3 388 

X'/,̂  

CSX CORPORATION AND CSX TPANi. rCRTATION INC., 
NORFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMP;>NY 

—CONTROL AND OPERATING LEASES/AGREFMENTS— 
CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

CERTIFICATE Or SERVaCE OF 
VERIFIED STATEMENT (WITH EXHIBITS) 

OF 
JOHN F. COLLINS, ESQ. 

NEW YORK STATE LEGISLATIVE CHAIRMAN 

ON BEHALF OF 

THE BROTHERTiOOD OF LOCOMOTIVE ENGINEERS, 
CONRAIL GENERAL COMMITTEE OF ADJUSTMENT, 

R.W. GODWIN, GENERAL CHAIRMAN, 
AND BROTHER! OOD OF LOCOMOTIVE ENGINEERS, 

NEW YORIv STATE LEGISLATIVE BOARD 
( C o l l e c t i v e l y , "BL^") 

I hereby c e r t i f y t h a t a copy of the above-referenced document, 

with e x h i b i t s , was served t h i s 20th day of October, 1997 upon a l l 

Parties r f Record i d e i ^ t i f i e d i n STB Decision No. 43, v i a f i r s t 

class m a i l , postage pre-pain on t i ^ s 20th day of October, '997. 

6d£^ 
JOHN F. COLLINS, ESQ. 
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267 NOKI H S l RFK I 
BuFFAio, N F W YORK 14201 

(716) 8«S-')700 • FAX: (716) 88^-9770 

JOHN 1. (. oi u ' . 

(1923 19<»: 

October 20, 1997 /^^^~^J^ 

VIA UPS NEXT DAY AIR 

SURFACE TRANSPORTATION BOARn 
OFFICE OF THE SECRETARY 
Case Control Unit 
1925 K Street N.W. 
Washington, DC 20423-0001 

ATTN.: STB Finance Docket No. 33388 

Dear Secretary- of the Board: 

Enclosed are an o r i g i n a l and twenty-five copies of the 
^^ e r i f i e d Statement of John F. C o l l i n s , Esq.. New York State 
L e g i s l a t i v e Chairman of the Brotherhood of Locomotive Engineers, 
with Exhibits A through F, submitted on behalf of: The Brotherhood 
of Locomotive Engineers, Conrail General Committee of Adjustment, 
R.W. Godwin, General Chairman, and the Brotherhoof" of Locomotive 
Engineers' New York State L e g i s l a t i v e Board, ( c o l l e c t i v e l y , "BLE"). 

Also enclosed w i t h the submission i s a d i s k e t t e containing 
ssme, as required. 

By copy of t h i s l e t t e r , t h i s submission ( w i t h e x h i b i t s ) i s 
also served on a l ] of the Parties of Record i d e n t i f i e d i n STB 
Decision No. 43. Ono o r i g i n a l and 11 copies of the C e r t i f i c a t e of 
Service are enclosed herewith. Kindly r e t u r n one file-stamped copy 
m the envelope enclosed f o r your convenience. 

Very t r u l y yours. 

JFC:card 
Enclosures 

COLLINS, COLLINS & KANTOR, P.C. 

HN F. COLLINS, ESQ. 



BEFORE THE 

SURFACE TRANSPORTATION BOARD 

STB FINANCE DOCKET NO. 3 3388 

CbX CORPORATION /vND CSX TRANSPORTATION INC. , 
NORFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

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

NEW 

VERIFIED STATEMENT 
OF 

JOHN F. COLLINS, ESQ. 
ORK STATE LEGISLATIVE CHAIRMAN 

ON BEHALF OF 

': rttu 

THE BROTHERITOOD OF LOCOMOTIVE ENGINEERS, 
CONRAIL GENE"IAL COMMITTEE OF ADJUSTMENT, 

R.W. GODWIN, GENERAL CHAIRMAN, 
AND BROTHERHOOD OF LOCOMOTIVE ENGINEERS, 

NEW YORK STATE LEGISLATIVE BOARD 
(C o l l e c t i v e l y , "BLE") 

I , JOHN F. COLLINS, make t h i s V e r i f i e d Statement as part of 

the evidence and arguments to be considered by the Surface 

Transnortation Board (hereinafter, "STB") i n i t s review of Finance 

Docket 3 3388. f i l e d by CSX TRANSFORTAT'ON, INC. and NORFOLK 

SOUTHER!! (her e i n a f t e r , "CSX" AND "NS") t o acquire Conrail, which 

a p p l i c a t i o n , i t i s submitted, does not neet the l e g a l c r i t e r i a set 

f o r t h m T i t l e 49, 'JSC 11324, m t h a t i t i s adverse to the 

i n t e r e s t s of the pu b l i c , the shippers and the employees. 

QUALIFICATIONS 

1. I received rr̂ y Bachelor of Arts Degree i n 

History/Economics i n 1968 frcr:i Hobart College and am 

f a m i l i a r v;ith economics and h i s t o r y of the r a i l industry 

and i t s r,ergers and have been a c t i v e l y involved i n :he 

.rroRM-Ŷ  Al 
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previous r a i l mergers, in c l u d i n g Conrail. 

I received a J u r i s Doctor from the State U n i v e r s i t y of 

New York at Buffalo i n 1971, where I d i d honors work and 

independent l e g a l studies covering t o p i c s under the 

Railway Labor Act, C o l l e c t i v e Bargair''^g i n the Rail 

Industry, R a i l Mergers, etc. 

In 1974, I received my Masters of Labor and I n d u s t r i a l 

Relations from Michigan State UT>:,versity wher^ T 

concentrated my studies i n Railroad Labor Relations and 

Railroad Labor History. 

I n 1967 and 1968, I began working summers on the Eric 

Larkawanna Railroad (EL) as a fireman and i n May of 1969, 

began as a f u l l time engine service employee w i t h the EL 

"IR and continue to hold s e n i o r i t y as an engineer on 

Conrail and as a member of BLE D i v i s i o n 421, Buffalo, New 

York. I am presently on f u l l - t i m e union leave. 

I was admitted t o the p r a c t i c e of law i n New York State 

i n 1972 and f o r the par.t 25 years, have concentrated my 

pra c t i c e i n tne area of Railroad Labor Law, Railroad 

C o l l e c t i v e Bargaining and Railroad Mergers, etc , and 

over the years I have negotiated engineer contracts with 

Metro North and Conrail. I have appeared before both 

Federal and State Courts cn r a i l r o a d \egal issi'os: before 

the !li'tional Mediation Board, the National Railroad 

Adjustment Board, the Railroad R e t i r c r ^ n t Board, and 

£;erved as the BLE Designee on Voluntary A r b i t r a t i o n j t 

up under Section 10 of the Railv;ay labor Act -./ith 

A r b i t r a t o r La Roccc and former Conrail Vice Rrer.ident, 

Bob Swert. 

I have developed and taught college c r e d i t courses for 

the New York State Jchcci of Labor anci I n d u s t r i a l 

Relations at Cornell J n i v e r s i t y , and i * : 1976, aeveloped 

the Fuffalo Railroad Studies program f o r Cornell, v.-hicl. 

deaJt '..•ith, among other railroad/un .on r e l a .ed topics, 

the subncctG of r a i l r o a d mergers, the I n t e r s t a t e Commerce 

Act, Railroad R e v i t a l i z a t i o n -.nd Reform Act, equity 
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disputes, job p r o t e c t i o n agrcem.ents, etc. the c r e a t i o n of 

Conrail, cLc. 

I am r u l l y f a m i l i a r w i t h the h i s t o r y of the ICC, 10901 

sales, short l i n e s , s p i n o f f s , employee p r o t e c t i o n , 

shipper concerns and other c r i t e r i a now considered by the 

STB i n r u l i n g on applications such as Finance Docket 

33388 . 

I have been selected f o r i n c l u s i o n i n '̂Tho' s Who i n 

American Law, 2nd e d i t i o n , and continue t o p r a c t i c e law 

i n the Federal Courts of New York, Maryland, 

Massachusetts, Ohio, Pennsylvania, and v;est V i r g i n i a . 

I served as a Union Local Chairman ror 12 years, handling 

myriad grievances, i n c l u d i n g New York Dock and T i t l e V 

Claims and presently, serve as the New York State 

L e g i s l a t i v e Chairman f o r the Brotherhood of Locom,otive 

Engineers (hereinafter, "BLE"). I have been recognized 

as an expert i n the areas of Railroad Labor Law and 

Co l l e c t i v e Bargaining and have reviewed t h i s Board's 

recent Decisions and A r b i t r a t i o n Awards t h e r e i n 

concerning the Unic i Pacific-Southern P a c i f i c merger. I 

am f u l l y q u a l i f i e d to o f f e r my opinion on the subject 

matter presently before t h i s Board i n "inanoo Docket 

33338 . 

I t i s r.y cai did opinion t h a t the proposer: - c q u i o i t i r r . 

does not meet the legal o r : t e r i a set f o r t h Conaross. 

i n t h a t : 

(1) The int e r e s t s of -he public are not beir.-r 
protected; 

f?) the i n t e r e s t s and oafoty of oho T.plovp.es are not 
being protected; ~.nd 

(3) the mtercsto of oho jhipporo -ro -.ot :eir.-: 
protected. 

PRELIMINARY STATEMENT 

In subr.ittircT r,v cv.'orr. -"tatem.ent, I am r.ot inav.'aro t h a t 

manv of ore vrac: 
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of the p a r t i c i p a n t s i n t h i s process, con<=:ider t h i s 

acq^aisition t o be a "done deal" and t h a t the STB w i l l 

merely "rubber stamp" what the r a i l r o a d s have put f o r t h , 

while placing a "few bandages" i n "trouble spots," as v;as 

done by t h i s Board i n the UP-SP merger. 

I am also not unaware of the f a c t t h a t the two r a i l r o a d s , 

CSX and NS, have a^ready spent b i l l i o n s of d o l l a r s on 

t h i s proposed a c q u i s i t i o n ; and t h a t they nave already 

•nade s i g n i f i c a n t plant physical im.provements; t h a t they 

have reassigned CSX and NS personnel to work i n Conrail 

t e r r i t o r y ; t h a t they have remo\°d l o c a l operating 

a u t h o r i t y from Conrail o f f i c i a l s and have generally begun 

the takeover pru-^ss p r i o r t o t h i s Board even m.aking a 

preliminary decision, thereby g i v i n g the impression t h a t 

despite t h i s review process, the deal i s consumnated. 

I am also not i naware of the f a c t t h a t the Chairperson of 

t h i s Board, Ms. Morgan, has already indicated her 

preference concerning the a c q u i s i t i o n and takeover and 

t h a t she has been requested t o recuse herself and has 

refused to do so; t h a t Board m,er.ber Owen ruled on and 

approved the problem-plagued JP-SP merger, despite 

legicim.ate concerns voiced by the Department of Justice, 

r a i l employees and numerous shippers, whose unheeded 

voices are now raised even louder -n desperate p r o t e s t ; 

t h a t Board nominee VJilliam Clavcurn, J r . , handled 

transpc r t a t ion issues f o r Senator Rob of V i r g i n i a , v/hc 

nov; supports Clayburn's appointment; that the CSX and NS 

are both based in V i r 7 i n i a ma -re l a r g i oontributors to 

both :enator Rob's and Tenatar Tamer'o campaigns and 

that '-oth Senators .aave p u o l i o l y supported the 

acqv.ioiticn and r.erger; and t h a t hundrods of shippers, 

•.-.•ho at CSX'o and NS ' o request, have f i l e d cpinion l e t t e r c 

supporting the t r a n s a c t i o n "'s -.-as also done by '.•R-S? 

shippero - t those r a i l r o a d s ' request; and yet. oespito 

tne apparent "stacked i e c / . " v.'ould urge t h i . ^ 3oard to 
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seriou.-ly consider the ram,ifications of what they are 

doing and to honestly and conscientiously consider the 

" r u b l i c i n t e r e s t " before the r a i l r o a d s ' i n t e r e s t s i n 

consummating the merger. 

LEGAL CONSIDERATIONS 

Because Congress has cloaked the Board w i t h what the 

Courts r e f e r to as "administrative expertise," and thus, 

t h e i r decisions are r e l a t i v e l y unreviewable, and because 

the Board has been inundated w i t h thousands of documents, 

which i n the time a l l o t t e d they can only skim., and 

because of the recent h i s t o r y of the UP-SP di s a s t e r , one 

i s necessarily s k e p t i c a l about whether or not t h i s Board 

w i l l serve any function, except to "rubber stamp" another 

merger/acquisition by two r a i l r o a d s who allege i t i s i n 

the "public i n t e r e s t , " when i n fact i t i s t h e i r own 

int e r e s t s that are paramount and not ihe p u b l i c ' s . 

I n f o l l o w i n g the Congressional d i r e c t i v e t o consider the 

public's i n t e r e s t s , t h i s Board must considei the e f f e c t 

on a com.munity and the p u b l i c t h a t the loss of r a i l r o a d 

jobs e n t a i l s , as well as the e f f e c t on the shippers and 

employees i n general. 

ECONOMIC EFFECT ON THE PUBLIC 

At r.y request. Economists Larry Lichtenstem, Ph.D. and 

Mark laparowr.ki, Ph.D., prepared a c r i e f occncmic im.pact 

analysis concerning the loss that i ooT.mu.".itv ouffcro 

when ICO jobs paying S50,000.C,1 per year are l o s t . 'See 

Exhibit A, ttaohed horcoo). 

I t IS not oontrovertod that • -inir.ur. : f ".CO oeocle i n 

the Buffalo, New York i r c : • . • i l l lose t h e i r -ob.3 i f t h i s 

mer-jor acr:ui.:iticn 13 approved. .actually, oyster-'v ide , 

by the Tailro., a:: :-..-n f i l i n g s , the ; ob loss figures are m 

t'.'.a thousands' . I f -nly \20 >-rrla'.*ce£ laoe tht.^^ ;obs. 

the "Buifalo r!!5A m I-95 ' . . " i l l f a l l ! ID . I DC , J 3 C . C J .'' 

Over ;̂ ::-'/oar period, ohio -mounto to :. t o t a l loss zt 

$667, :c:, JCO. :c :or the oomr.ur i t v and the oublio. 
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Likev/ise, l o s t sales tax revenue i n 1998 would be 

$352,000.00, growing to almost $19,000,000.00 over 30 

years. Surely, the Congress intended f o r the STB to 

consider those economic losses end t h e i r e f f e c t s on the 

public at large. Yet, there i s no doubt t h a t the STB, at 

least up u n t i l t h i s tim.e, does not consider t h i s issue, 

or the adverse economic f^ffect t h a t job losses hdve on 

the e x i s t i n g communities and states. 

3. The alleged income p r o t e c t i o n provided r a i l r o a d workers 

by New York Cock, v.hic.n t h i s Board believes o f f s e t s t h i s 

problem, i s an i l l u s i o n . The c a r r i e r s c o n t r o l the e n t i r e 

process. Railworkers and/or t h e i r unions cannot disprove 

the r a i l r o a d s ' claim tha- job loss i s due t o "national 

economic conditions" or a "downturn i n the econom,y" and 

not to the t r a n s a c t i o n . The r a i l r o a d s ' "national 

economic data" i s not accessible t o the average 

r a i l r o a d e r and/or l o c a l chairman, and t h e r e f o r e , i n most 

cases, they cannot c o l l e c t b e n e f i t s , even though they are 

out of work and i n most cases, unemployed. 

4. The denial and a r b i t r a t i o n process i t s e l f , which has 

h i s t o r i c a l l y been f u l l y u t i l i z e d by the r a i l r o a d s , 

discourages and defeats any j u s t compensation. For the 

STB to ignore t h i s r e a l i t y , i s to ignore the d i r e c t i v e of 

Congress to consider the "public good." The r e s u l t i n g 

r i p p l i n g economic consequences to a small comm.unity *-.hat 

the loss of a mere 100 :obs e n t a i l s cannot bo ignored, 

nor should the u n f u l f i l l ad promises of "job p r o t i : c t i o n " 

serve to d i s t o r t the t r u t h . 

5. In the r.5 years of r.y lega l representation of "adversely 

affoctod rrloyGes," r e s t ;f the claims -.-ere l o s t zr 

•.vithdrav.-n, because -f one m a o i l i t y of ohe affectod 

employee to disprove the l a i l r o a d ' o claim t h a t i t -..-as the 

national -ocnomy and not the rerger t h a t rasultoo i n the 

loss :r income :nd :abs. Just l i k e the NS and the CSX 

have -ione i n t h i o pi'oosss, they '.'itilioe oei f-servinc:i 

6 
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railroad-documented evidence or claim " p r o p r i e t a r y 

p r i v i l e g e " (as they have done i n t h i s process) to 

e f f e c t i v e l y defeat access to needed e v i d e n t i a r y facts to 

o f f s e t t h e i r blanket denials and disregard f o r the s p i r i t 

of the law and the publi c i n t e r e s t . 

6. Likewise, t h i s Board cannot ignore the f a c t t h a t most 

older workers do not and cannot re l o c a t e t o "created 

jobs" hundreds of m.iles from t h e i r neighborhoods and 

com.munities. Once the "horse i s out of the barn," and 

the merger i s approved, the STB i s r e l a t i v e l y powerless 

to r e c t i f y the r e s u l t s created by the merger, as 

exemplified by the problems f o l l o w i n g the UP-SP merger. 

This Board must deal w i t h the pu b l i c i n t e r e s t i n 

preserving t h e i r communities and t h e i r way of l i f e . The 

alleged j u s t i f i c a t i o n of " e f f i c i e n c y of r a i l operations" 

does not j u s t i f y destroying the very communities t h a t the 

ra i l r o a d s pledge t o ser\'e, by e l i m i n a t i n g good jobs and 

mandating forced transfer-.. 

7. The argum.ent or b e l i e f t h a t the merger i s i.n the "public 

i n t e r e s t " and the r e f o r e , m,ust be approved despite what i t 

does to the publi c and those v;ho make up the public miust 

be examined by th.is Board. 

POST MERGEP./ACQUISITION - REALITY 

1. Railroad l i n e abandonm.ents present another problem for 

the communities and t.he r a i l r o a d em.ployees. The CSX anc 

NS have speculated rosy p r e d i c t i o n s to both the publio 

and the shippers, the States and the 'J.S. Congress. 

\ f t e r they win STB approval of t h i s t r a n s a c t i o n , there .3 

nothing that can be done to stop them from spinning o f f 

•.•/hao they claim to co "ra r g m a i l i n e s . " This can be dzr.e 

i.n spite of the fa c t t h a t both ZZVl and !rs have enjoyed 

enormous oystem.-v.'ide p r o f i t o , .^it-h high returns rn :ne 

part ^ f t h e i r system, Taioh j h c u l d o f f s e t alleged .ov.'er 

r c t u r r s on another p a r t . Jet, the p u c l i c i s powerless to 

prevent the r a i l r o a d from. spinning o f f alleged 

7 
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"underperforming l i n e s , " or i n questioning the r a i l r o a d ' s 

economic data which they allege j u s t i f i e s t h e i r actions. 

Thus, c i t i e s l i k e Gowanda, New York; Salamanca, New York; 

Hornell, New York, etc. f i n d themselves at the mercy of 

r a i l r o a d giants who no longer desire t o service t h e i r 

com.munities, i n spite of the fa c t t h a t during the 

a c q u i s i t i o n process, they p r o j e c t continued service and 

promised b r i g h t futures f o r the communities. A f t e r t h i s 

STB process i s com.pleted, t h e i r "economic data" w i l l 

force them t o reconsider, unfettered by admi n i s t r a t i v e 

review and t h e i r rosy pre-merger p r e d i c t i o n s w i l l be r e 

evaluated to comply with a change i n the corporate 

obj ectiv es. 

I have been invoivea i n numerous l i t i g a t e d and documented 

cases where the ra i l r o a d s i n New York State have secured 

regulatory and f i n a n c i a l incentives i n r e t u r n f o r t h e i r 

promises of r a i l r o a d service (the Southern Tier f o r 

example), only to have uhem abandon t h e i r e f f o r t s , a f t e r 

they receive what they want. Unless the STB places 

covenants i n i t s Final Order, the p u b l i c and the shippers 

w i l l be powerless to stop abandonments and poor service 

i n any area the r a i l r o a d chooses to abandon. 

This Board cannot be unav.'are t h a t the CSX and NS have 

flooded the public and shippers w i t h s e l f - s e r v i n g l e t t e r s 

and promises of increased service, mor̂ a jobs, more 

snipping routes, cheaper rates, corporate presence, i i t c . 

But, as pointed out by J.S. Senator Baroara Mikulski of 

Maryland and others, v.'hen t e s t i f y i r . g at Senator Specter's 

hf ar. ng l a s t Spring in v.'ashingtcn, DC, there is nothing 

i n v.-riting, or any covenants signed by the CSX and I'.S, zc 

guarantee -ny .^f '-hoir pre-m.erger-approval promises. 

Thus, as :c;nat-r ;!i.-:ulski pointed aut the r a i l r o a d 

s e r v i c r to the Port :f Paltir.oro rontmucs, at least 

u n t i l t h i s process .3 -ver and the.n -.-hat happens is 

anvbcdv'3 cruess. 
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The public and t h e i r com.munities are faced w i t h continued 

abandonments, as evidenced by CSX, ^̂S and Conrail 

h i s t o r y . They w i l l be forced t o enter the r a i l r o a d 

business and support municipal r a i l r o a d s to ben e f i t the 

abandoned shipper, i n s p i t e of the f a c t t h a t the CSX and 

NS w i l l c o n t r o l a l l access to t h e i r main l i n e s . This 

concern was addressed by the Erie County I n d u s t r i a l 

Development Agency of New York State and the State of New 

York i n t h e i r submissio.n t o t h i s Board. I f no p r o t e c t i o n 

i s afforded, i t i s the p u b l i c taxpayer who w i l l have to 

finance the community's entrance i n t o the r a i l r o a d 

business. I f the p i c t u r e i s as b r i g h t as the CSX and NS 

pr o j e c t , then l e t them guarantee i n w r i t i n g and make i t 

a part of the STB Order, t h a t continuation of Class I 

r a i l service i n these comm.unities i s guaranteed and tha t 

equal access by a l l short l i n e s t o Class I connections i s 

also guaranteed. This guarantee, I submit w i l l never 

happen. A f t e r t h i s a c q u i s i t i o n process i s approved, i t 

w i l l be " l i a i s e f a i r c " r a i l r o a d i n g . 

At a l e g i s l a t i v e hearing conducted by the N'ew York 

Assembly Transportation Committee Chairm.an, Assemblyman 

Gant i n Rochester, Nev/ York l a s t Spring, both the CSX and 

NS stated t h a t they w i l l determ.ine who has access to 

t h e i r l i n e s . !lev; York State E l e c t r i c and Gas and Eastman 

Kodak were both j u s t i f i a b l y concerned because under the 

merger proposed, they - . . • i l l both be captive to CSX and 

l i k e the oommunities they oerve, they are aubject vo 

CSX'a "business decisions." 

I f "he CSX and NS aan agree to " o i n t l v assum.e 

approxiratGly S10.5 b i l l i o n m debt to ouy Conrail -;na 

are oonccrnca about t h e i r bettor. l i n e , i. ;a. , 

stockhcldero, then query: '..-hat i s to atop ahem from 

agreeing cn •.."hen and "..'hero to com.pete, hov.' r.uc.t to charr:;G 

shippers, and -..'hat oommunities they - . - i l l aoandcn ar 

serve? (See, Exhibit 2, -.-erifiea l e t t e r s from r a i l r o a d 
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workers/union representatives, Michael D. Fink and 

Theodore A. Stachura concerning the merger, as w e l l as a 

published opinion l e t t e r from former State Transportation 

Commissioner, William C. Hennessy). 

SAFETY AND SERVICE 

1. Can the STB r e a l i s t i c a l l y approve t h i s merger i n l i g h t of 

the UP-SP fiasco? Bigger i s not always b e t t e r . (See, 

Exhi b i t C, four a r t i c l e s from the V7all Street Journal 

concerning the serious shipping and safety problems on 

UP-SP). 

2. A review of the UP-SP merger process and the time l i n e 

involved reveals t h a t the STB merely rubber-stamped t h a t 

which the r a i l r o a d o f f e r e d and th a t the e v i d e n t i a r y 

sub .issions, o r a l argum.ent and STB decision-making time 

were merely procedural and took place over a couple of 

days. 

3. Like the CSX and NS. the UP-SP projected a rosy scenario 

f o r the merged r a i l r o a d , devoid of any p r o t e c t i o n or 

guarantee, and upon f u r t h e r examination, has r e s u l t e d i n 

a nightmare f o r shippers, consumers, employees and most 

importantly, the public i n general. 

4. The CSX and NS pro j e c t i o n s present us w i t h more of the 

same hyperbole put f o r t h by the UP-3P. CSX and !IS 

speculate that they w i l l grow the r a i l r o a d t o service 

shippers, capture truck t r a f f i c , protect employeeF> and 

ser/ice t h e i r a c q u i s i t i o n debt, approximated a t $2.5 

m i l l i o n per day i n i n t e r e s t alone, while at the same 

time, becoming more p r o f i t a b l e and successful as a 

r a i l r o a d , despite the lack of hard data to support t h i s . 

3. The facts shov; t h a t the CSX and NS cannot grow t h e i r 

r a i l r o a d s fas t enough to cover t h e i r debt. They do not 

have enough tra i n e d r a i l r o a d personnel to f u l f i l l t h e i r 

prom.ises or to im.m.ediately secure new shippers. I n t h e i r 

1996 stock reports they have both reported downgrading 

of t h e i r financia.l s t r u c t u r e due to t h e i r a c q u i s i t i o n 
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debt and uncertainty over immediate future growth. 

6. The t r u t h i s t h a t they can only service t h e i r ongoing 

debt and bottom l i n e by r a i s i n g shipper rates and c u t t i n g 

employees. The merged CSX-N'S systems s t i l l .have 75% of 

the shippers captive to one r a i l r o a d . Eastm.an Kodak and 

Nev; York State E l e c t r i c and Gas, to nam.e two, wiJ 1 be 

captive to CSX f o r t h e i r coal shipments. CSX w i l l r a i se 

t h e i r coal shipping rates t o meet t h e i r bottom l i n e and 

service t h e i r debt. I t w i l l be no d i f f e r e n t than th' 

U.S. c i t i e s who are captive to one a i r l i n e , e.g., 

Baffalo, New York (U.S. A i r ) and have the highest a i r l i n e 

rates i n the Cou.ntry. I f t h i s a c q u i s i t i o n i s approved. 

New York State c i t i z e n s , along v/ith the rest of the 

Country, w i l l pay f o r CSX's-NS's arrogance. 

7. The NS-CSX r a i l r o a d s w i l l monopolize r a i l r o a d dependent 

shippers and raise rates where the shippers have no 

a l t e r n a t i v e means of t r a n s p o r t a t i o n . They cannot capture 

nev/ t r u c k business f a s t enough t o immediately a f f e c t the 

bottom l i n e . For the immediate f u t u r e , they w i l l 

continue to service e x i s t i n g CR shii^pers only. When cash 

crunch time comes, they w i l l raise rates and cut jobs, 

th a t being the only immediate s o l u t i o n to t h e i r cash flow 

problems, thereby r e s u l t i n g i n less t r a i n s and less 

service v.Tiile simultaneously harm.ing, not b e n e f i t t i n g the 

p u b l i c . 

RAILI^OAD SAFETY 

Railroad oafety should also be a primary ooncern to t h i o 

Board i f i t i s going to pr o t e c t t.he public i.nterest, the 

shipper's i n t e r e s t s and t.he employees' i.nterestc. T.he 

current Board should learn from the -.istoKes : f the 

prcdcocssor Beard: t h e r : r.ave been ELEVFN_DEATHS -n the 

JP-SP .:iuo to unsafe ooeratiens sinoe the JP-f? r.ercrer '..as 

approved. 

r.. There nrc not >-ncuqh t r a i n e d and . r e r t i f i e d locomotive 

enginoerc and oonauctors to do the Conrail -Tork today. 
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They cannot run more t r a i n s and grow the r a i l r o a d , 

because securing new shippers w i l l require more 

equipment, more tr a i n e d em.ployees, more cn-tim.e promises 

and more a t t e n t i o n to d e t a i l than e i t h e r Conrail, CSX or 

NS had shown i n the past. 

:. BLE General Chairm.an, Robert W. Godwin and BLE Local 

Chairm.an/Legislative Representative, Gary J. Brink, have 

adequately documented the safety and service concerns 

j u s t i n New York State alone. (See, E x h i b i t s F and G, 

V e r i f i e d Statement of Robert W. Godwin and V e r i f i e d 

Statement of Gary J. Brin k ) . A canvassing of a l l of the 

q u a l i f i e d engineers who wor.k on Conrail, CSX and NS w i l l 

reveal t h a t they are already overworked and overwhelm.ed 

providing today's service, without regard t o the added 

demands of new shippers, new t e r r i t o r i e s , new work 

schedules, etc. t h a t the CSX-NS a c q u i s i t i o n p r o j e c t s w i l l 

occur. 

4. ihe !IS and CSX f i l e d labor impact submissions which 

reveal t h a t s i g n i f i c a n t job cuts i n safety-essential 

c r a f t s , carmen, signalm.en, diopatchers, m.aintenance-of-

way employees, cl e r k s , machinists, etc. are already 

planned. Conrail operating managers, trainmasters, road 

foremen, and ot.her personnel are already being t o l d by 

CS.\ and NS tha t they • . . • i l l not be needed. Centralioed 

dispatching has led to num.erous v.'recks on the CSX and JF-

3P, with more looming ^n the f u t u r e . (See, Exhibit D, 

l e t t e r of R.H. VJagner: Car Inspectore eli.minated - no 

t r a i n inspections being performed). 

: . The recent ..ncrease m engineer deaths a.nd r a i l r o a d 

f a t a l i t i e s ;n the :SX, JP-SP, 3N-SF and JS -;re 

fr i g h t e n i n g . Yet, the :SX --nd JS TTant t h i s Board to 

approve a r.er'^cr a c q u i o i t i o n '..Tnioh i s guaranteed to 

re s u l t :n r-oro acoiaent- ma rors deaths. Cn the CSX 

alone, nine •:n-T^neers ba%'e i i e d i n the l a s t four years. 

The recent ELEVEN JP-S? ieaths ( i n eight months), traced 
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by the FRA as being due to dispatcher e r r o r , untrained 

crews and the merged r a i l r o a d s ' general disregard for 

safety over service, cannot and MUST NOT be ignored. 

6. The public i n t e r e s t includes and demands safe 

t r a n s p o r t a t i o n of f r e i g h t , e s p e c i a l l y where s i g n i f i c a n t 

amounts of hazardous m.aterials are concerned. A recent 

CSX wreck/hazardous s p i l l i n Scary, 'est V i r g i n i a and a 

Conrail wreck/hazardous s p i l l i n Dunkirk, New Yor^ are 

only two examples of the r a i l r o a d s ' disregard of safety. 

The bottom l i n e i s that i f t h i s Board approves t h i s 

t ransaction, both CSX and NS w i l l t r y t o run more t r a i n s 

with less employees, i n order t o im.prove the bottom l i n e 

and pay o f f the merger debt. 

7. The angry shippers and the recent deaths on the UP-SP 

system since t h a t m.erger c r i e s out f o r t h i s Board t o put 

a stop to the merger mania t h a t i s running w i l d m the 

r a i l i ndustry and United States corporations i n general. 

8. This Board was created by Congress t o p r o t e c t the public, 

the shipper and hopefully, the r a i l r o a d worker. The 

Congress did not intend i t to champion r a i l r o a d m.ergers 

at any p r i c e . Self-serving p o l i t i c i a n s who support t h i s 

merger at the request of t h e i r r a i l r o a d benefactors 

should not influence cr c o n t r o l t h i s Board. 

:•. Conrail i s a p.- o f i t a b l e r a i l r o a d . There i s no need to 

force t h i s a c q u i s i t i o n through at t h i s time. Certainly 

there should be no rush to create a new r a i l r o a d system 

that • . • i l l r e s u l t :n more deaths ;n the rai l r o a d s and 

increased r i s k to the public safety. 

EMPIJDYEE INTEREST 

1. There oan be no doubt that the CSX and NS -.•ant t h i s Board 

to subvert the operations of the .-.ail-.:ay babor Act and to 

achieve thro-T.-rh Tdministrative f i a t •..'hat they ref-aoe to 

do m the •ellecti'v-e bargaining process. 

C. Ihe recent aecisions by t.his Board subverting long

standing s e n i o r i t y agroem.ents and supporting a r b i t r a t i o n 
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awards (0'Brian and Yost) STB Decirion June 26, 1993 -STB 

( A r b i t r a t i o n Review Finance Docket 32760) , have supported 

r u l i n g s which have gutted the c o l l e c t i v e bargaining 

agreements and are an i n s u l t to Ra i l Labor. The awards 

represent an obviously misguided reading of Congressional 

i n t e n t and are contrary t o the "public i n t e r e s t . " The 

public has a r e a l i n t e r e s t i n seeing t h a t free c o l l e c t i v e 

bargaining continues i n t h i s country. 

3. The "l e g a l r a t i o n a l e " f o r a r b i t r a t o r approval and STB 

concurrence i n emasculation of an employee's r i g h t s under 

the c o l l e c t i v e bargaining contract i s simply erroneous 

and evidences an in t e n t on the p a r t of both a r b i t r a t o r s 

and t h i s Board to do the c a r r i e r ' s bidding under the 

guise of "enlightened pub l i c i n t e r e s t . " To argue 

c o l l e c t i v e bargaining changes are "necessary to 

effectuate the STB's approved consolidation and y i e l d 

enhanced e f f i c i e n c y i n operationti b e n e f i t t i n g the general 

public and the employees of the merged operations," i s 

pure poppycock. 

4. The public i n t e r e s t approach to A r b i t r a t o r Yost and the 

Board's " d e f e r e n t i a l lace c u r t a i n standard of review" i s 

ambiguous dcuble-speak and uses "public i n t e r e s t " 

arguments to j u s t i f y wholesale slaughter of employee 

r i g h t s under long-standing c o l l e c t i v e l y bargained 

agreements. 

5. As lawyers know, i f we couch the argum.ent under the term, 

of administrative expertise, and defer t o the 

adm.inistrative decision-raking process, •..•hich the Court 

and the Congress i n f e r i s m.ade by "experts," even though 

STB "experts" are p o l i t i c a l l y appointed, and then the 

"experts" say that the changes are "necessary f o r 

r e a l i z a t i o n of the public b e n e f i t s of approved 

transactions," there is e f f e c t i v e l y no re%'iew process and 

no a b i l i t y to stop g u t t i n g of the contracts. 

6. U t i l i z i n g the term, "necessary f o r p u b l i c b e n e f i t " , the 
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Board can approve almost anything t h a t i t chooses to 

approve. The courts w i l l not intervene, because they 

have l i m i t e d j u r i s d i c t i o n and are required to defer to 

the ambiguous standards covered ky the " f a i r s u b s t a n t i a l 

arrangement" r u l e and the continuing myth of 

"administrative expertise." Likewise, the Congress 

eradicates i t s e l f from the problem by p o s t u l a t i n g t h a t 

t h "experts" are to make the decision and therefore, 

t h e i r "expertise" i s t o be given great l a t i t u d e to 

"effectuate a covered t r a n s a c t i o n , " which specious 

reasoning i s then reaffirmed by the courts, and 

overlooked by the Congress. 

Incredulously, t h i s Board, i n abrogating c o l l e c t i v e 

bargaining agreements, has convinced i t s e l f t h a t " i t i s 

securing the public som.e t r a n s p o r t a t i o n b e n e f i t that 

would not be available i f the CBA were l e f t i n place." 

To f u r t h e r add i n s u l t t o i n j u r y t h i s Board, Chairman 

Morgan and Vice-chairman Owen have endorsed t h i s argument 

i n supporting the UP-SP's g u t t i n g of the c o l l e c t i v e 

bargaining agreement involved i n tha t Tierger approval 

process. The Board and c e r t a i n a r b i t r a t o r s have allowed 

the e l i m i n a t i o n of s e n i o r i t y provisions and other hard 

fought r i g h t ? of the r a i l r o a d employees by a r b i t r a t o r 

f i a t , rather than agreement of the p a r t i e s . 

This "public t r a n s p o r t a t i o n b e n e f i t " argum.ent -used i n the 

UP-SP m.erger, to change c o l l e c t i v e bargaining contracts 

is pure f i c t i o n , created by the Board, the Courts and 

A r b i t r a t o r s to give t.he r a i l r o a d s "carte blanche" to 

dissemi.nate the vested c o l l e c t i v e bargaining agreem.ent 

property r i g h t s of r a i l r o a d •..•orkers. The b e l i e f that 

seniorit',' r i o h t s have l i t t l e im.ccrtance i s unaerm.mea - i 

the very actions of the Board and the Congressional 

"seniori>.y system" i t s e . f . 

3. On Tnursday, Cctober 2, 1997, the •..'all I t r e e t Journal, 

headlines read: 
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"Wrong Track A big Railroad Merger Goes T e r r i o l y Awry In 
A Very Short Time."; and 

"Union P a c i f i c i s Ham.mered Over Ser-zice and Safetv: H'-'ve 
Patience. I t Says. Have You Seen Our Rice?" 

9. Can t h i s Board continue t h i s l e g a l i s t i c charade? Does 

" b e n e f i t t i n g the pub l i c " and the approval of the merger 

of UP-SP, w i t h t h i s Board's f u r t h e r api)roval of 

emasculation of c o l l e c t i v e l y bargained agre«!ments and 

employee r i g h t s have any relevance to what i.s a c t u a l l y 

happening on that r a i l r o a d ? As the Wall Street Journal 

reported: 

" I t s r a i l r o a d safety record, marred by 
three f a t a l crashes i n three months i s 
being characterized as a fundam.ental 
breakdown by federal regu.'ators. I t s 
routed system has slipped i n t o g r i d l o c k 
West of the Mi s s i s s i p p i River, w i t h 
thousands of f r e i g h t cars backed up f o r 
miles i n the Houston area alone. I t s 
Chairman had t o p u b l i c l y apologize i n 
August t o i t s b i g customers." 

The a r t i c l e continues, 

"So bad has service become t h a t customers 
say Union P a c i f i c Corp., the nation's 
largest r a i l r o a d , jan't account f o r 
m i l l i o n s of d o l l a r s of shipments '^or 
weeks at a tim.e. " 

The t r u t h i s , Union P a c i f i c cannot account f o r shipm.ents f o r mon-! 

at a tir.G, yet seeks t o continue t o cut s e n i o r i t y agreements which 

have nothing t o do -.vith t h e i r problem.s. As pointed cut: 

"Riviana Foods Corp., a texas r i c e 
producer, t r i e d t o ship a f r e i g h t .-ar 
f u l l of r i c e from :'issouri to Tennessee 
in earl'y August. A month l a t e r , the car 
was spotted on a t r a c k n Devil's Slide, 
Utah. The la'cest •.•ord i s that i t i s 
somewhere in Texas. ' I s t i l l don't know 
where i t s a t , ' 'iays Terry Nickens, 
Riviana's d i s t r i b u t i o n Manager." 

The date of the a r t i c l e i s Cctober 2. 1997. The snipm.ent •..•as 
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s t a r t e d m Missouri i n early August. That means the shipm.ent s t i l l 

hasn't a r r i v e d at i t s d e s t i n a t i o n two months a f t e r i t was 

shipped. 

10. Query: how does the Union C o l l e c t i v e Bargaining 

Agreement cause or a f f e c t t h i s problem? I f i t does not, then why 

does t h i s Board allow wholesale u n j u s t i f i e d attacks on C o l l e c t i v e 

Bargaining Agreements? The a r t i c l e continues, 

"A Major Debacle Jnion Pacific's attempts 
to put together the big^gest r a i l r o a d i s 
fas t becoming one of -he industry's 
biggest debacles. 

... w i t h sti;nning speed, the merger has 
unraveled i n recent weeks i n t o a series 
of service and safety snafu. Hundreds of 
customers have threatened to take away 
business, and the Federal Railroad 
Administration could w e l l impose s t i f f 
f i n e s on the company f o r safetv 
v i o l a t i o n s . 

That a r t i c l e and other a r t i c l e s c i t i n g r a i l r o a d s ' 

unprecedented merge binge go on to say: 

"The c a r r i e r s ' executives concede t h a t 
they overestimated t h e i r a b i l i t y to 
combine giant r a i l systems operating 
hundreds of thousands of f r e i g h t cars." 

11. The JP-S? executives, l i k e CSX's Snow aiii JS' o looee, 

promised to d i v e r t f r e i g h t from trucks, reduce highway congestion, 

1-eo.uoe a i r p o l l u t i o n , reduce f u e l consumption, and pass ohipper 

savin-)S of 20^ cn to the publio. No'.- the shippers are ocream.ing 

•n:.: ;o ".ot -..'ant to .^hip by r a i l . '•'here is the promised public 

benefit? I.nstead c i deli'.'eri.tg tn the same type of prcr.ioes t.hat 

the ""SX -.nd JS are no:.' .raking, "P-'-P: 

O p e r a t e d t h e i r syste . r . 30 u n s a f e l y t h a t "LE\n^N em.ployGes 
d i e d i n t h e f i r s t e i r r h t r on t . h s o f 1397 ; 

(2) r ' i r . m a t e d • . / o r k e r s ; 

(3) Cut bacb r p c : i > - -
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(4) Lacked loccm.otive cars and experienced trai.n and engine 
crews; 

(5) Eliminated form.er SP managers who knew how t o run the 
form.er SP Railroad; 

(6) Failed to service both o l d a.id new customers; and 

(7) Lost t r a i n s , congested yards, recorded staggering delays, 
and have generally f a i l e d t o d e l i v e r t h e i r premises. 

12. CSX and NS are going the same route, and making the sam.e 

pre-approval promises. Nowhere i n the operation problems 

hi g h l i g h t e d by the various Wall Street Journal a r t i c l e s and 

numerous other papers, does the existence of a c o l l e c t i v e 

bargaining agreement, or a s e n i o r i t y system, or other employee 

r i g h t s surface as a c o n t r i b u t i n g f a c t o r i n the c a r r i e r ' s p l i g h t or 

i t s f a i l u r e to provide "public service." Yet, i t i s i n the UP-SP 

a r b i t r a t i o n awards, wnich t h i s Board endorses and encourages, that 

emasculation of employees' c o l l e c t i v e bargaining r i g h t s continue. 

This Board's reasoning i s flawed. The UP "tie-ups which reach 

across the economy, and presently the worst g r i d l o c k i n the h i s t o r y 

of Houston, Fort Worth, Los Angeles, Chicago and North P l a t t e have 

nothing to do with the c o l l e c t i v e bargaining r i g h t s of the 

em.ploye-s or t h e i r s e n i o r i t y agreem.ents. 

The problem.s on the UP-SP, as acknowledged by UP-SP 

executives, are d i r e c t l y r e l a t e d to the arrogance of the JP-SP 

; i f l o r a l s and the lack of adequate regulatory STB and FRA c o n t r o l . 

13. As pointed out m the Cctober 3, 1997 jo u r n a l a r t i c l e , 

"he "P-SP debacle is havi.tg "sweeping and 'anexpected e f f e c t s en 

i n d u s t r i a l and oonsurGr Amerioa." This Board r u s t assum.e oome 

r e s p o n s i b i l i t y for t h i s problem.. As t o m t e d out i.n the ..'all .'street 

3urnai 

"more -rhan i: , :Cb r a i l r o a d oars a day are 
stuck I.n lim.ro cn the Jnion P a c i f i c route 
system t h a t stretches from the Midv,*est to 
the '.'est Coast, 1 ackina the orev.'s, 
Ic c c r o t i v e s '.nd •̂ •̂ven the tracks t o keen 
the "etwork -oving. That's t r i g g e r i n g 
everything from production slowdov.-ns at 
fa c t o r i e s to a ocramble to swit c i 
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other m.ore expensive forms of 
tr a n s p o r t a t i o n . " 

Nowhere i n the a r t i c l e s does i t point to c o l l e c t i v e bargaining 

agreements as being a cause i n the t o t a l breakdown of the JP-SP 

system. 

14. This Board must evaluate what i t s r o l e i s . I n Answers to 

I n t e r r o g a t o r i e s , both the NS and CSX allege t h a t the " e f f i c i e n c y of 

the m.erged operation" (same r e l i e f sought by UP-SP) requires the 

f o l l o w i n g : 

1. ) One s e n i o r i t y agreement ro s t e r ; 

2. ) One c o l l e c t i v e bargaining agreem.ent; 

3. ) No Railway Labor Act procedures; 

4. ) Moves of more than 100 to 500 miles whenever required; 

5. ) Consolidation of terminals whenever required; 

6. ) Hub and spoke designations; 

7. ) Movement of locomotive engineers to other s e n i o r i t y 
d i s t r i c t s and/or r a i l r o a d s , regardless of t h e i r 
q u a l i f i c a t i o n s , f a m i l i e s , schools, communities, etc.; 

8. ) Closing of l o c a l car shops; l o c a l signal l o c a t i o n s ; l o c a l 
radio operations; l o c a l maintenance-of-way forces and 
other s a f e t y - s e n s i t i v e jobs. 

9. ) Subcontracting of work and the general elim.ination of any 
r e s t r i c t i o n s t h a t might allegedly im.pede t h e i r p u r s u i t of 
"operational e f f i c i e n c y " which they allege ->nd t h i s Board 
seems to unhesitantly endorse i s f o r the public good," 
•.-.'hen i n f a c t , i t i s for the r a i l r o a d s ' b e n e f i t alone. 

The r a i l r o a d employees, the a.hippers, the oor.r.-unities, the 

fam.ilies, the l o c a l businesses, etc. are t.he p u b l i c ; The fac t i s , 

t h a t t h i s Board f a i l s to consider the general publio and looks o.nly 

at the proceeding and i t s a f f e c t en the real •..•oild throuqn the 

"rose oolcred" glasses provided by the r a i l r o a d ' s "rerger rania" 

tear. I t i s time to do \ r e a l i t y c.nec.-; and to determine '..'hat _3 

the "public i n t e r e s t . 

13. Per.taps t h i s Board cno-ald begin to l i s t e n to the r a i l r o a o 

•..•orkers v.'ho actually' •.or.-: rn t.te l i n e s '..:nder oonsideration. .'-.fter 

completing a recent r?J\ i n v e s t i g a t i o n , t.he "PA fi.ned the J? a f t e r 
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determining t h a t over 57% of i t s locom.otives were defective and 

ruled that a "fundamental breakdown" i n safe r a i l r o a d operating 

practices had occurred. 

16. The UP-SP BLE m.embers nad been complaining about the 

unsafe operating practices and unsafe locomotives on the Uf-SP, but 

i t took the DEATHS of ELEVEN PEOPI^ i n the f i r s t eight months of 

1997 to get the FRA's a t t e n t i o n . Likewise, the FRA has recently 

blasted the CSX f o r v/hat i t termed, "serious safety s h o r t f a l l s i n 

a l l areas of the r a i l r o a d ' s operations" and fine d them over 

$750,000.00 f o r v i o l a t i o n s . Can t h i s Board continue to ignore 

th i s ? 

17. Rather than deal with l e g i t i m a t e engineer com.plaints 

about defecti-"e locomotives, ext(jnded s e n i o r i t y d i s t r i c t s , 

excessive work hours, u n q u a l i f i e d personnel, etc. and the BLE' s 

suggestion to work together with the r a i l r o a d to resolve these 

complaints, the r a i l r o a d s continue to a l i e n a t e the unions and t h e i r 

members by convincing t h i s Board and/or c e r t a i n a r b i t r a t o r s to 

abolish e n t i r e sections of the c o l l e c t i v e bargaining agreements, 

extend s e n i o r i t y d i s t r i c t s , expand r e p o r t i n g t o work terminals, 

etc. and pursuing a course of action which continues to threaten 

the very "public i n t e r e s t " v;hich t h i s Board i s sworn to uphold. 

13. The Board r u s t ask i t s e l f , what e f f i c i e n c y and "puclic 

p c l i o y " aid the expedited approval of the JP-5? rerger and the 

elimi n a t i o n of union o i - l l e c t i v e argainmg agreements on those 

ra i l r o a d s serve? The pubi. i c or t.'-.e railroads?? 

CONCLUSION 

John r. Kennedy once -..•rote a book t i t l e a , " P r o f i l e s m 

Courage." This book dealt •.vith decisions by i n d i v i d u a l s made m 

the p o l i t i c a l arena that vera rade f o r the r i o n t reasons 'Tith 

i n t e g r i t y and oom.mitrent to the t r u t h , rather than for p o l i t i c a l 

expediency. There i s prcbably no o.ne revie-.vin:: t h i s administrative 

process :.-hc believes t h a t t h i s Board v ; i l l r e s i s t the pressure of 

railroads and the support t h a t they r.a-. e trumpetea up to 

upport t h i s merger/acquisition. Indeed, the decision by the Board 
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to not "fast track" the application process was considered a major 

victory by many. However, i f the Board continues along the path 

that i t has recently taken and ignores the history of the UP-SP; 

BN-SF mergers and continues to support "carte blanche" power for 

the railroads in this merger application process, the "slow track" 

approach w i l l be a "pyrrhic" victory and the "Machiavellian" 

approach taken by the railroads to_feed their "merger mania" wil "> 

have carried the day. 

JOHN F. COLLINS, ESQ. 

The iiidLvidual above-named appeared before me t h i s 20th day of 
October, 199 7, and swore tha t the statement f i l e d herein i s based 
upon his education, t r a i n i n g and experience i n the r a i l r o a d 
industry and as a union o f f i c e r , and he f u r t h e r declared under the 
penalties of per j u r y t h a t the foregoing statements are t r u e and 
cor r e c t . 

:,4ERYL A. COMANiC'.VSKI 
.otarv Public. St.Te or New York 

Qualified in Erie County \QfFj( 
«ly Commission Expires May 6 , i_LL • 
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INTRODUCTION 

The purpose of this report is to identify the impact on the locai economy of a loss of 100 

jobs paying S50.000 each We estimate the airect and indirect lost income as well as 

the lost sales tax revenues assocatea .vith the loss of these ]0bs Losses are projected 

over a 30 year period and are reaucea to present value. 

ECONOMIC BASE IMPACT ANALYSIS 

The concept of the economic tase multiplier is basea on the notion that certain 

expenditures within a region teaa to the creation of income within that region, which 

'eads to a re-sper jing of that income subsecuently generating new income to residents 

of that ^ecion ' his process .5 com.oncatec Cy a variety cf factors nciuamg cut not 

iimitea to ,eakages of income ana spending to other regions taxes, anc .ariations in 

individual spending patterns 

One couid think of the c -onomiic base multiplier as working in the 'ciiow.ng simplified 

manner 
A transaction lears to SI00 sent to region A This SI00 is income to a resident 
within the renin-. This indiviaual wii! typically spena a portion of his income on 
locally proauceo goccs ana services Some ct the money wiil be ^sea to pay 
local taxes ana some .vul be ..sea tc cav state ana feaerai taxes 3ome of the 
money wiil ce soent cn gooas anc :-e'. ces croaucaa cutsice recicr ,A ,A 
•raction of the goccs rrrcc. x a v.itn.r -egicn A wiil ha^e cee- crcc-csc ,n ether 
regions 

A Dortion of the money that is soent 'ecic. A .vnl generate --ev. -come for 
other resiu^nts ,n the region ;n a sim.iiar -asPicn tnev .vui re-sce^-c their mccm.e 
on ^mpons. iocai services taxes ana seme cf it mav ce savea '"he economic 
case multiplier attempts to estimate ' re totai amc. • • -̂ ev. -ccr-e :nat will be 
:enerateG .•. •'•ci ,•• s 'ost.; c* the cng.nai .i^.ection or income 
the region tre trccr^o,"-.: case truer si 5 men tne c-f^-- :'CO:nTusicn 
'"tc the eccncmv cf -egicr .A .vnl generate an aaditicrai S": 

;,' • , ^ AC.; as •'ccm'r : 'at . i" 

ave ceen -.vitr: 

nma ^umcer 

,'ears -.e prcpet -uiticiie' ••np.nca. :;>.est.c:- t at'^as cee^ j.sc-ssec cy 
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economists in the economic case literature ^A/hiie the proper multiplier to be used for 

an analysis of this type is a matter of juogement: ncome multipliers for small regions, 

such as the Buffalo CMSA have been estimated in the range of 1 78 - .2.76 [Hall and 

Lican. Isserman and Gerking], private sector estimates center arouna 2.5 which seems 

to be the most appropriate for this analysis. 

The additional income generated througn the economic base multiplier also has an 

impact on the sales tax base From Census data it was determined that an additional 

$28 20 of sales tax revenue was generatea from each additional S1000 of personal 

income createa. 

CONCLUSION 

If these 100 joos are lost, we project that income in the Buffalo CMSA in 19S8 will fall by 

$12,500,000 We project these losses over the next 30 years Assuming that wages 

grow by the expected future inflation rate of 3 7% per annum cumulative lost income to 

the region over the next 30 years amount to almost S657 000.000 When reduced to 

present value using a 6 5vo aiscount rate this amounts to almost S246 000,000 of lost 

incom.e [see Table ' ] 

Lest saies tax-eveni.^- - ..-i-c s ^rc-i^tej . l2zZ zZC ^^r^.ative est saies 

taxes ever t"e î ext 3C .-iZ'S e^e^nts :e aim est : ' :• : ,'y--e- • 3c^ee:: te ereser-t 

value usina a 6 5-''. e,scent rate - i s e-e^:~ts te a.mest ! " ICC : CC ;sc-e Tac.e C 
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TABLE 1 

PROJECTED LOST INCOME TO THE LOCAL ECONOMY AS A RESULT 
OF A LOSS OF 100 JOBS PAYING S50.000 

DIRECT AND CUMULATIVE 
DIRECT INDIRECT CUMULATIVE PRESENT PRESENT 

YEAR INCOME INCOME INCOME VALUE VALUE 
1998 35.000,000 S12.500,000 S12.500.000 ' 3117377069 $11.737.089 
1999 35,185 000 312.962.500 325,462.500 311 428,508 323.165.598 
2000 55,376,845 313.442.113 338,904 G13 311 128.041 334,293,638 
2C01 35,575.788 313.939,471 352.344 083 310,835,472 345.129.111 
2002 35,782.092 314 455,231 367 299,314 310,550,596 $55,679,707 
2003 35.996.030 314,990,075 S82 289.389 310,273,210 $65,952,916 
2004 36 217,883 315 544 707 S97 834 096 310,003.116 $75,956 032 
2005 36.447,945 316.119.862 3113.953.958 39,740,123 $85,696,155 
2006 36,686.519 316.716.296 3130.670,254 39,484 045 395 180.200 
2007 36,933.920 317,334,799 3148,005,054 39,234 699 3104 414,899 
2003 37,190.475 317,976,187 3165.981.241 38,991.909 3113 406,808 
2009 37 456.522 318,641 306 3184 622.547 38 755,502 3122.162,310 
2010 S7 732.414 519,331 034 5203 953,581 58,525 310 3130,687 520 
2 0 r 38,018,513 320,046,282 3223,999,863 38,301,171 3138,988 790 
2012 38.315,198 320,787,995 S244 787 858 38 082 924 3147,071,714 
2013 38,622.860 321 557 151 3265 345,009 37,870,415 3154,942,129 
2014 38.941 906 522.354,765 3288,699,774 37,663,493 3162,605,622 
2015 39.272.757 323,181 892 3311 881 666 37 462,012 3170,067 634 
2016 39.615,849 324,039,622 3335 921 288 37 255,827 3177,333,462 
2017 39,971 535 324 929,088 3360.350,375 37 074 801 3184 408,253 
2018 310,340,586 325 351 464 33 36,"01,839 36,888 797 3191,297 060 
2019 310.723.187 326,507 9bd 34,3 509,807 36,707,683 5198.004 743 
2020 311 119.945 327 "99 363 3441 309,673 36.531 331 3204 536.073 
: 0 2 ' 31 1 531 383 328 828 -^58 3470 138 128 36 359 615 3210.895,688 
2022 511 958.044 529 395,11' 5500 033 239 56,-92.414 3217 088,132 
:c2: 312.400 492 331 Z2' 22C 3531 334 "cS 56 C29 222 5223,117 ~1' 
— o ^ ••• S12,359,310 532 ' --o 2 1562 '32 Iz z~' Iz-^ 5228 968 "34 

' w t _ 013 yj-oS. * C5 2 0 0 J o . . 5596 520,505 ^ Z - _ , 5234 "05,52* 
513,322,503 534 57' 259 5C31 391 "34 55 55c 42S 5240 271 948 

: 0 2 " 514 340,t56 535 550 395 5665 9^2 ' r9 i5,420,C3C 5245,592,323 
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TABLE 2 

PROJECTED LOST SALES TAX REVENUE 

DIRECT AND LOST UMULATIVE LOST 
INDIRECT SALES TAX SALES TAX 

YEAR INCOME REVENUE REVENUE 

1998 312.500 000 3352,500 3352,500 

1999 312.962.500 3365 543 3718,043 

2000 313.442.113 3379,068 31,097 110 

2001 313,939,471 3393,093 31 490 203 

2002 314,455,231 $407,338 31 897 341 

2003 S14 990 075 $422,720 $2,320 561 

2004 315,544 707 $438,361 32,758,922 

20:5 316,119,862 3454 580 33.213.502 

2035 316,716 296 3471 400 33,684 901 

2007 317,334,799 3488 841 34 173,743 

2008 317 976 187 3506,928 34 680.671 

2009 318,641 305 3525 685 35 206 355 

2010 . ^9.331 034 5545 135 35 751 491 

2011 320,046,232 3565,305 36.316,796 

2012 320.787 995 3586 221 36,903,018 

2013 321,557 151 3607 912 37 510 929 

2014 322,354 755 3630,404 $8,141,334 

2015 323,181,892 $653,729 38.795,053 

2015 324,039522 S677 917 S9.472.980 

2017 524 929,088 3703 COO 310,175,931 

2018 525,651 464 3729 Q " 310,904 992 

2010 526,307 968 3755 985 311 660 97" 

2020 527 799,863 3783 956 312.444 933 

2021 528,828 456 3812,953 313 257 595 

2022 529,895 • • • 3843 342 314 "00 33" 

2023 531,001 22C 3874 235 314 975 -"2 

Z02-' 532,'48 2"^ S9C6 5: • 515 56' ^53 
^ 533 337 •;2 59'+',, ' -- - 516 o2 * : • : 

2026 534 57- 259 317 "96 "35 
202" 535 550 335 . : • - J01 518,33" "39 

PRESENT 
VALUE 

3330,956 
3322,284 
3313,81' 
3305.560 
3297 527 
3289,705 
3282.088 
3274 671 
3267 450 
3260,419 
3253.572 
3246,905 
5240 414 
5234 093 
5227 938 
3221 946 
3216,111 
3210,429 
3204 895 
3199 509 
3194,264 
3189 157 
5184 '34 
51"9 241 
5174 625 
5173 325 

CUMULATIVE 
PRESENT 

J M L U E 
S330T986 
3653 270 
S967 081 

SI 272.641 
31,570.168 
$1 859,8/'2 
$2,141,960 
$2,416,632 
32.684 082 
32.944 500 
33.198.072 
$3,444 977 
33.685.391 
33.919,484 
34 147 422 
34 369 368 
$4,585 479 
$4,795 907 
$5,000,804 
$5,200,313 
35,394 577 
$5,583,734 
35,757 917 
35,947 258 
36,121 584 
56 29' 919 
S6,45" -84 
55,5 • 5 595 
56,7-5 559 
55,925 515 

- 6 -



BEFORE THE 

SURFACE TRANSPORTATION BOARD 

STB FINANCE IXJCKET NO. 33383 

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

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

VERIFIED STATEMENT 
OF 

JOHN F. COLLINS, ESQ. 
NEW 'ilORK STATE LEGISLATIVE CHAIRMAN 

ON BEF ^ OF 

THE BROTHERHOOD OF LOCOMOTIVE ENGINEERS, 
CONRAIL GENERAL COMMITTEE OF ADJUSTMENT, 

R.W. GODWIN, GENERAL CHAIRMAN, 
AND BROTHERHOOD OF LOCOMOTIVE ENGINEERS, 

NEW YORK STATE LEGISLATIVE BOARD 
( C o l l e c t i v e l y , "BLE") 

EXHIBIT B 



i.iM'j'lM •|'U,'\Ni-poRTATION UNION 
LOCAL 394 HUDSON DIVISION 

20 KELLOGG AVE. 
SCHENECTADY, NEW YORK 1230 4 

John F. C o l l i n s 
B of L E 
L e g i s l a t i v e Chairman 
267 North St. 
B u f f a l o , New York 14201 

Dear .John, 

I am w r i t i n g t o express the concerns of my membership 
towards the proposed C o n r a i l merger. My membership i s made 
up of what I c a l l a r e a l cross cut view of the modern 
p r o f e s s i o n a l r a i l r o a d e r . For the f i r s t time ever I have been 
able t o have disc u s s i o n s w i t h members who are f a c i n g a p o s s i b l e 
f o u r t h r a i l r o a d . With r e p r e s e n t i n g members w i t h as much as 
50 years s e r v i c e and as l i t t l e as 1 year there i s a common view 
amongst most members. They are a f r a i d of an u n c e r t a i n f u t u r e 
f o r the f i r s t time. Some members expressed t o me some of the 
complaints they were g e t t i n g from the shippers they serve i n 
New York S t a t e . With those views i n mind I decided t o p o l l 
a cross s e c t i o n of shippers m our area to l i s t e n t h e r e o p i n i o n s 
concerning the merger. 

On..' : • !!•. . j r q c s t shippers on the Albany D i v i s i o n 
r •• : Danieis Midland zr ADM M i l l i n g l o c a t e d m Hudson, 

: -, . Both Labor and management at the Hudson p l a n t have 
-.-,,.0 complaints about 'he d e c l i n e i n s e r v i c e from C o n r a i l . 

i'hev t o l d me tha t s e r v i c e they are r e c e i v i n g has been t e r r i b l e 
f o r " l u i t o :-omo time. The -^ars being d e l i v e r e d are always l a t e 
.. • • • . xccssi'.-' . : .:.* ; . ^nd e xcessive overti.me 
oayiuenci to t h e i r crews, Onu j e i ; i o r management person at the 
pl a n t t o l d me th a t s e r v i c e seemed t o get worse a f t e r *:-he 
Hinouncement i ' ne merger. ,-\DM cars are being h e l d a t S e l k i r k 
Yard u n t i l a, .o conv.Miiv-- • ̂  : o l : v - r -hem. He t o l d me t h a t 
C o n r a i l must ' r v i n g • W ŷ • it m y t h i n g •..•ouid be o e t t e i 
than v.-nat t h e i r n e t t . ..i , v. . \DM plans on t e s t i f y i n g t o the 
STB -use • hat Ti'r.ic-r.. • • .--el -he r a i l r o a d has not h i n g t o 
lose'and ADH 1 'A-.; • hat when 

• - • .?omeon< i ' i ^ " .:K:;;- ^iiv':'::.-: - - i t :n 
; : . i.; : • :u?m. 



To sum i t a l l up, most shippers t h a t I've t a l k e d t o 
f e e l the same way. C o n r a i l has had ample o p p o r t u n i t y t o d e l i v e r 
the q u a l i t y s e r v i c e i t ' s been preaching about f o r years. They 
seem to have d e l i b e r a t e l y decided not t o . An e l i t e few w i l l 
stand t o p r o f i t from t t i i s merger w e l l beyond most of our w i l d e s t 
dreams. To bad i t had t o be at the expense of the shippers 
and the l i v e l i h o o d s of our members. Please put f o r t h these 
views i n i n t e r c e s s i o n f o r a l l our members. Things don't look 
very promising f o r us. 

In ,ol i d a r i ty_j 

Michael D. Fink 
General Secretary 
U'l'J GO-619 

Michael D. Fink appeared b e f o r e me t h i s 17th day o f October, 1977, 
and swore t h a t the statement f i l e d h e r o i n i s based upon h i s educa
t i o n , t r a i n i n g and experience i n the r a i l r o a d i n d u s t r y and as a 
UP.on o f f i c e r . He f u r t h e r d e c l a r e d under the p e n a l t i e s of p e r j u r y 
t h a t the f o r e g o i n g i s t r u e and c o r r e c t . 

.JnEnYL A CCMAfJOWSKI 
' -t.-rv' P'.biio, 3t?.to ct New Ycrk 

iuaiitiea ;.T hr:e Counw . / > - v 
.!y Ccmmissicn E.xpires Mav 0. J x f ; - ' • 



Theodore A. Stachura 
244 Weimar S t r e e t 
B u f f a l o , NY 14206 
October 15, 1997 

The Honorable I.inda J. Morgan, :i;air.Tian 
U,S. Surface T r a n s p o r t a t i o n Board 
1925 K S t r e e t N.W. 
Washington, DC 20423 

Re: Docket i^33388 
CSX/Norfolk Southern 
.Agreements - C o n r a i l 

- C o n t r o l S. Operating Leases nnd 
Inc and Consolidated R a i l Corp. 

Dear Madan Chair: 

.•\s an .employee uf the Delaware . i-iuason .'̂ ai 1.. •. . "o. , and 
BLE L e u i s l a t i v e Union Representative i n the State of NY, 
I am very much concerned by the proposed break-up of 
C o n r a i l by the CSX and \'S R a i l r o a d s . 

I b e l i e v e many jobs w i l l be l o s t , due to the amount of monies 
f i g u r e d f o r j o b buy-outs. Approximately one b i l l i o n d o l l a r s 
f o r management ind a l l working c r a f t s . The personnel now 
wori'.inq f o r " i l l the r a i l r o a d s i n the '.'S i s about 325.000, 
whereas *-he worst years of the Depression, over "00,000 
personnel were working. 

Many communities • consumers , i 
As you 'tnow, thi. _ '.c^'ii:" : 
finance the pure:, 
two m i l l i o n d o l l . i r , . . • • 
to t r y to erase the.. :.'Ct in 
w i l l have to r a i s e rateL-
and g r a i n u n i t t r a i n s , wi;,;.:. .;. 
supply e l e c t r i c i t y . U t i l i t y r r ^ t i ' 
t r u c k i n g i n d u s t r y doesn't seer 

,o ;;',ention 
r f • 

tne :;ig:i z 
i r>rr^y. i ma t o 

>el the economic impact. 
. :'? i e b t n order to 

" o n r a i l . \ppro.ximato 1; 
: •' • r o : 11 a b 11? and 

-hev ;n::cuDtacl, 
; ; • ; ••; : . ; . V zoZil 
•J.; : ; urned to 

: : o a ga 1::. The 
• : ::us mess 

, : •: : O U1 d 
: • , not 
• • 1 ; .̂ , ruck. 

. .:. • : n :.'ev. : ; State 

from f a c t o r i e , 
,': • . Present!, 

f e e l i s : 
impact . .\s you j a i : 
cf these c^tagorie.-

ansume 

u 1 a 

.ae 



/ Page 2 

My concern a l s o would be why would the Norfok Southern and CSX 
Rail r o a d s want C o n r a i l when they are already p r o f i t a o l e ? Why 
would they want t o assume a debt? They w i l l undoubtably s u f f e r 
many growing p^ins l i k e the 3N'?F, which are g e t t i n g w o r se.(Shipping 
and SAFETY) 

:'!-.iT'̂  v.i'.l be many employees w i t h about 25 years of s e r v i c e 
w i l l not r e c e i v e a j o b buy-out and would most l i k e l y have t o 
change t h e i r residence to another s t a t a . This i n t u r n 
a f f e c t the communities 
and consumer spending. 

t h a t 

•snd economic 
This 

impact, i n c l u d i n g 
would 

revenues 

The o p e r a t i n g plan submitted by the NS 5. CSX m XYS alone 
i s not a guarantee of the f u t u r e o p e r a t i o n of the r a i l r o a d . 
Once the Surface T r a n s p o r t a t i o n Board gives i t s a p p r o v a l , n o t h i n g 
prevents the C a r r i e r from changing the o p e r a t i n g plan t o meet 
i t s own needs- The f a c t i s t h a t .shippers, communities, and 
workers w i l l riav''^ ^ i • • 1 < • ••or-nurse *: o i^hnllenoe '"h''̂  " t r t i o n s of 
the C a r r i e r . 

T herefore, I f e e l i t i s not i n the p u b l i c s i n t e r e s t f o r t h i s 
t r a n s a c t i o n t o be approved and I s t r o n g l y urge the Surface 
T r a n s p o r t a t i o n F^oard to REJECT the proposed break-up of C o n r a i l 
by the \'S s. CSX R a i l r o a d s . 

S i n c e r ( 

'P . , 

The individual above-named .ippeared beicnt^ t h i s 16th day of 
October, 1997 and swore that the statement t i l e d herein i s 
based upon hir. education, t r a i n i n g and (experience in the r a i l 
road industry .ind .is a union o f f i c e r . Fie further declared under 
the p e n a l t i e s ot pet lury that the foreqoinq i s true and c o r r e c t . 

JHERYLA COMANCWSKI 
••.otary Public. £ta!e ct New York 

Qualified in Erie County i/^/J 
•vly Commission Expires May t3. I^ffa. 



succeeds 

i>J.:wYorkSt:'̂ c iuis im ested 
in helping raiiroads--

what v;;ii il gel bacr'? 

I 

I 

I he 11.11,111 ul Ulc ciu - .kvdormen; 
,ul ,\nihci>> s pt<>*lli « coopcrjitivc 

>••• this areas crucial qucs! loi 
s nv,- t<*<) will Ji'iii niarkclinr. 

• hl.h spoils Its (ivni Ingii ••ii 'l i l " 
..ivuU.inl 111 an effort to w<.o iu-« 

Inismiss, il stress thai l i . 
[ iw(i c(-mniunii'-s art honu- ' -
1 iTianu.jcliircrs -proiiui-iiii; ^ ' ' 

i c r t i . i v i,..-odiK>s" anJ solvii>,: 
challtiiginp business problems 

Ads in national trade iiiai-.i 
/ines will bcpin tcirnorrow, l l i v i i 
«ill be a pac'- ™ 
Wide Wcl>, l.xpiHl shun >'"• 
. i n i i e s 

Ihe siaillm^', tllm^' nboui il i i 
match is that Misiello and IDA 
lAtcudve Director James I Al 
Icii have been on opposite sales 

f - i ,,| Inlu r lawsuits that art:ue , \ni 
' . . ^ J heisl has wionglv lured down-

j ^ H i .mi i l l i i l t . i lo businesses to n . 
• i ^ M submb.iii olliee p.UKs. lealheni',.', 

ns own nesi at the expense at ,i 
B ^ l luiphboi Whatever truth then 
• 1 ^ 1 h.is been to the alkTations. \Ki 

haps ihev can subside now : l 
iiullalo and Amherst trulv wcrk 
as a team, beni on helpin); e; ch 
other and no longer m eoinp;ti-
l i o n 

Hoth p.irlneis . i i . c\|'res.in(: 
,,iher are.i development .ifieiicic^ ii.lo Ihe 

liould be, Ihis region is n.>l helped v hen 
i.pnienl ventures are fractured. We'll do 
„evs possibililies are greeted by a united 
,e iet;ion as a wnole rather th.m its pieces, 
„• as this m.irriage is. it could be a ptclts 

,11 I IK- parliiers •ic!.er\e cmgialul.inons 
. • i i l l s h i p 

ice ethics? 
, iiai.ils and local lonimeicial developers, 

I , , l lorida condos owned ^v losal develop-
olien arise m discussions of clhicai lapses, 
hided (own officials, loo, lor a hcvilano in 

laK laws on open nieelint:s and providir, 

.1 l e \ 

(ic WII I lAM J ' ] . ^ *̂  

\ h niolhei |ve>, HA eioiiui 
,,,;ked lor Ihi lailroai, je, l" ls .iir 

,1 hoc, I lived alone me hi: 

. \Cvl issue 
. i . l a l se-Mces t. 

, , „ „ j . 10,M, ' • VS 

' • i i ' h s| 1 

V. ; i l l l i c i c I V U l l c l 
I Ni'( York Cif.' and 

• . I t - , - , r i o i ' I •• i ' 

IN THE 
DEBATE 

,1, lo Ihe press and public OnK 
ember of Ihe ethics panel describe 
, mislces as "w ileied down " 
leiice ciccle.l iei.le.s s.. reluci,ir,l aln.i.: 
; ethics code ' 
I'me to push ttie lalcsl vciMon vo miiet av 
•cl S1IS[>KI011S ^ 

Id beneiil tiom an open meelint;. sjiedule.. 
.sh. ie t l v public could discuss Iron) adv.uice 

.crsioi- of ethical guidelines — bd'"'''' 
.idopl them 

ur champs 
UK- Will scoff (hat this is only a minoi Ic.ipue 

t ' i unnoticed in rm-sl parts of Ihe counir\ 
cares' Manager liri.in t.raham. the coa.hes 
,s,„ked hard lo prevail and deserve Ihe best 

o i Ihe 1 lie Ra'i-oa.< 
. .ved It 1 ai.i ' raih...... >HI1I 
and mavbc thai s wliv 
'shen I was slate 
comniissioiiei ol 
uansporlalion 1 sa" 
i.iilroads and iransii 
as |usi as imporianl 
as hiphwiiys, 

Ihal IS whc I cm i i|iiu " i H's 
li t l i i In pieseise .nil i.ulroad Msiem 
,,„d evui in lo make il I'eUci lo 
.ee Ihe I lie mam hue ihioutili im 
li.mie rowii, Wellsville, inaclivc lod.n 
1. hnierlv dis.ippoinlinK 

While I was dep;.;. .oiimiissioncK 
( onrail w.is pul logclher hv ledera, 
pl.inneis K.is Schuler. Ihe slale com 
Hiissioiier .11 die nnie. reeopiu/eil Ih. 
need lor .i siroiip response Irom New 
York Slale lie wa, insiriiment.il in 
developim: a Hail Division m sue De 
li.iiimcn'. oi Iranspoit.ilioii 

lis nusMoil ».is simple "o-k ' ' 
uniain Ihe rail svMein lli.n would hesl 
respond lo the nee.U ol New Yorl.> 
r.iil <r<.-ii;hl useis and passeii.ecis 

(le. .ilonj: with 
(lov. Malcolm Wilsim 
proposed Ihe lirsl rac 
mad hond issue lo ei 
.ihle Ihe stale to ir.ve-
n cerlain rail lines v 

the system could a. 
eomnioilale Ihe ton 
meuc of New Y o i , 
I'ugh ( .irey, who .ii 
Ihe lim - was a candi 
vlat. f - r novernoi 
suppotte.l the is ui 
W'llh bipartisan sup 
poll . I ' had o n i 
whelmint; volet cn 
dursemenl 

( ommissiniiei Schiik i and I nevei 
hesitated lo use Ihe leveia;;e «e had 
to obtain Irom ( onrail the best rail
road services possible We b\e.l the 
overhead bridges and '.unncls lo 
make double-stack container ser\ iccs 
possible, htouiiht pa^senter train 
speeds up lo i m mph eleclrilied the 
Harlem Division corriT'Uler rail ser
vices, maintained mam line services 

.ri^ss Ihe Southern Tier and rescued 
.iiiiumeraWc lotal hranth lines 

(iov C aiev ret.'pm/ed the impi" 
i.ince ol the stale s rail programs, and 
1 secon.l rail bond issue wav submit-
led M the voters . . I Ne.. "i.'Tk uul 
appioved 

\ r ) u r i n v c s l i n v n l s U c l l < i cl t o n r a i l 

l.e..mK pio(i'.ihle Hut the people ol 
• New Yoik did not make Iheii invest-

nienls to t>..lsicr a c.impanvs sKKk 
price. Our invt-slmcnls are m me 
Climes themselves and are not intend
ed 10 be short-icrm 

lodav Conrail slock i - hcl.l in 
trust hv' two rail i;ia"is - Norh>lk 
Southcr.i and CS.X Conrail slock-
tuildets have received a h,in.lsoine 
prolit Norlolk Southern and (. S\ 
vvill 1̂111 h.indsomely in access te 
1 isl I oasi ptiris and lo New I n^-
l.uid md Canada Hut what kind> ol 
rail s.-rvicc improvcmeiils will .>e. in-
dusities and p.asvengeis receive 

I see a New Yoik with ma'.y unie-

U , , v , . u . : . - o, r r i K i , 

III.- Svi„ciis.- loMoniH 
,; ,1.1, nine acain" 

l i o n s I l k . 

*" , ed factual 
't im won't 

, i c i i i i n t h e 

ii,...uiii''tiis filed bv 
— (.S\ and Norfolk 

V.uUie.M with the tedeial teculatois. 
Seve.ai seais .mo Nels..ii K.Kke-

lellei M.ilcoliu V iKoii. I Inch < atev. 
kav Schuici. Wai II Anderson. I'errv 
Durvea. John ( cmeriei. Sianh v 
1 ink and others di.l what thev had lo 
0„ u. s,ive and iinpiove the rail'o.aib 
„t New \ o i k We are at a .rllica 
p„iiit. an.l It iustil.es Ihe sar.ic kind 
1,1 statewide, bi-p.iriis.in le.ii'.ciship 

Nil* is the time tor the new lead-
e.s v.( New York who I '.elicve lo be 
veiv able, to step t i | ' lo Ihe plate 
l)„n l liK'k to Wasliiiflon lor relief 
New York s inleresl. will not be pro-
reeled there Ami it is not lust Ihe 
l-overnois loh T.e legislature, mav 
ois c.mntv executives and business 

Conrail grew with the 
state's support. No« 
that NorfolU Southern 

and CSX arc taMng 
over the rails, New 
York's leaders must 
insist that '.he nf̂ eds 
of our cor.jmerce and 
people riay 

deci.ions. 

le.iders must lipht ti 
eethei loi their mi; 
ui.il benctn 

Not onlv m i l " 
( S.\ a n d . N . i i i o l k 
Southern cnlei into 
-.; ecilic agreemon s 
«iih New Voik K> as
sure us lhal our past 
investments will be 
protetlcd. but wc 
must address '.uture 
i i i e d s 

Conrad's huvcrs 
ire ptcal I.iilroads 
Perhaps ihev can do 
more lor New York 

than I onrail did Hut if so. li will not 
he .IS .1 rcuh ol vapuc i.iomises r t 
CiKMbxii; It can only be assured ny 
hard acreemenis seltinp for die .pe-
cific new sen ices Next lure, w will 
see new railroad manapenienl in our 
state l-xacllv what happens vull be 
determiiieil by hard iiepoha'ion N(^' 
le.kets are emilled lo a '.air share 

Ih:- siuialior, is made all the more 
difficul; bv the impendnt collapse ol 
Amtiak. Amttak h.is 'la.l to be res 
tued Irom f i s c l ih.aster so man, 
times since its crei .ion m l ' ' ' l thai 
..ne has lo ask if • brand-new way ol 
pinvi.hiiK nation 1 rail passenpei -er-
VI.c miiiht be i.mnd 

Vcihaps A atrak mipht fcp<.sitKio 
Itself .IS a naii.iter of piivale-scclor 
conlracis '.'r modern, elficieni rail 
passenger services Perhaps Ihe slates 
or coniMiiier operators around the 
counlf should lake over, 

Dc pioliems ol Amirak are ICKI 
ove whclmmji to be cured by NS and 
( ' .X llowevc-. high-s|iced rail is too 
• jipiiilant to New Yorkers lo he di«-. 
regaided in Ihe ongoing negoiialinns ; 

11/; I.I IM (' Ili^^^lSSr. .1 foTiieV , 
,((d(r /ruii.v;..'ii.iaoii ftmmiMumiT. 
Ihrimiiy /lulh<"il» ""<' "'"'' 

/leiiiiiimnc ciiJirman. Ini \ in Holum. 

l A i n J m K ' ! ' < " - - I " ' " " ' 



BEFORE THE 

SURFACE TRANSPORTATION BOARD 

STB FINANCE DOCKET NO. 3 3 388 

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

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

VERIFIED STATEMENT 
OF 

JOHN F. COLLINS, ESQ. 
NEW YORK STATE LEGISLATIVE CHAIRMAN 

ON FEHALF OF 

THE BROTHERHOOD OF LOCOMOTIVE ENGINEERS, 
CONRAIL GENERAL COMMITTEE OF ADJUSTMEN'", 

R.W. GODWIN, GENERAL CH/iIRMAN, 
AND BROTHERHOOD OF LOCOMOTIVE ENGINE cIRS, 

NEW YORK STATE LEGISIJ^TIVE BOARD 
( C o l l e c t i v e l y , "BLE") 

EXHIBIT C 



U rori^ T raci: 

A l>i Raiiro^ul Mcriier 

(it Terribb. .\\vr\ 

111 a \ 'or\- .Sliort Tnv.z 

'"hat's Ne\̂  
}'ui i na-

v^ 

( liK;:, I'aviri'. 1 ^ liainnv-T's'̂ i 

( )\t'r .'>er\-ii",' :in'l Safetv: 

H:i'.' Path'iK'. It Mv, 

I la\ ' \ I 111 Src: ' )u: Rice^ 

• , • I ' M ,', , ! • ' : .o .1. n s A l 

;;.•) ;.;;iro.iL! auif.'. rfiiir.:. iiiarred by 
•,!ft' taial crashes in throo monms. is 

;ri'- .naracterizca ..s . Iiin.aanier;' 
leuKao'ATi • hy teder.;; 'oiriiiators 
ute sVbteTi has blipped into near smdluu 

.I's; ol the Mississippi IlivtT with thou-
inds 1)1 freight cars backed -ip for rrdlcs ;r 
I'.r lioiiston area alimc Its chairman had 

• I puhlii Iv apoloL'ue m .-Xuirust t" its big 
\istomers. 

So tiad has sen-icc occonR' that cus-
• .mcrs say t'nion I'aiiiic I'urp.. the na 
Min s largest railroad can t account for 
•:iilhons of dollars oi shipments for weeks 
.; a time. Riviana i-'oods Corp.. .1 Texâ  
: K.e jirodticer. tried to ship a freight (.ir full 
; rice from Missouri t j I'ennessee in earlv 
\ugusi, month later, the tar was spotted 

;i a track in Ucvil s Slide, l.'tah The latest 
.ord iS that it was s-ornewhere ;n Texas. I 
M; ;'!) ; Know where ;t s at. says Terr.' 

"., .,•' iiiVKina s rl:str;niit!on fiianager 

u-iri(- • mil I ih'.iiii'i 

\ Maiui Dcbat (r 
":ii'.t', • K'Uic • :;tcm; • ' ,• • 

.•'.'ther :r',e Digges- railroad :;.i,'rt.",';' ;. 
istorv :s last becoming one of the inaus-

•..ggest debacles, V.'ith high liopes 
' 1 .;r. the coinpan'. : ought Seutherr. 

,ici!;c Rail Corp, f r i3.'.' billion and 
romised ff begin inergmg the svstTns 
r:;s summer into ,1 icMinless link b»tv.'• • 
•'.*> Wer.: Coast and tn-' Midwest. 

Instead, .vith •;'.inninL' speed. '::(• 
".erger has iinraveica 111 recent weeks into 
. series o: service .ina safety stiafus. 
\r.aiyst.> estimate the carrier has aireadv 
'St atjoiit <V1'> milhon in revenue as eus-

• imers diverted shipments. !lundre:ls of 
•istomers have threatened to take awav 
usiness. and the Federal Kailro.id .\dmin-

.siralion couid weil impose stiff fmes on 
•(^e (omoany for safetv violations. The 

'iiipany concedes t.nai its service proo-
"IS u ii; rediifp its third-auarter earnings 

:,: the stock • • 
,.si H'.'intn 

.;ia > s-,er;i.i-.. •:.:ni.'s 
...iilas-oasea comoanv sa... ' 
un .in embarrassing pia:. ; 
;A-snip througn the Panai;. . : ..iV, 
•tiat '.sas rejected this '.vefK .;. cas 
:omers l.-.stead. 111 an even-more remarK-
iOlestep..'. agreedhand over some of its 
easiness 10 competing raiiroaCs and to 

borrow 'he senaces • f dozens 0; former 
:;ianagers from Eastern railroads to help 
untangle the mess. 

Surprised Obsenors 
The setbacks ha e startled industr>' 

ubser.'ers. who only a few months ago 
expected the merger to go smcwthly. espe
cially because Union Pacific had had a 

1 S/•ORl.UC O.M OFFERED 
V V -on ;n stock tor .MCI. noDing 
ti.-eaK up .MCI plannea tner?er with 
Uritish Telecom. " successful, the 
rnovt- would be tr.e larsrest taKeover in 
^•orporale nistor'.. •iirnini: the No. ': 
long; distance earner into a telecom ti
tan with unmatched assets m long-dis-
tance. local and Internet services. In
deed. WorldCom coula emerge with 
unprecedented clout ana. rotentiallv. 
pricing powop over tlie Intern-' 
i ArTicies in c . lomn 6 iina on ^'aoes • 

. . . 
Anheuser Busch s sales practices 

• oeing :nvesti<;ateu py tne .Justice 
; iffiartment amid allegations tnat the 
nation's largest brewer -.s abusing its 
dominant market position, mdustrv 
lawyers and executives said. 

, ArTicic on Page AJi 

. . . 
I'nidential Insurance is exploring 

• sale its huge out :.npro:;table 
Health care ousmess. .1 unit that --x 
pected to fetch well over's! tuilioti. i 
pie lamiiiar with the matter .said. 

Art ic le on Faoe AJ , 

. . . 
Manuiai tunng activity coriled a bit 

ill septemoer wnile i ' iitinumg to sig
nal strong economic growth, a survey 
of Durcnasuig managers lound. Mean-
whik-. ; ric;ng pressures increasea. 

Art ic le on Paoe A : . 

(j.M is taking longer 
• ) prepare tor an IFt) ,•: 

rr.an •.•xpcctea 
its giatit Del 

phi p.irts making unit, likely to be one 
.ii the Diggest stock sales on recora. 
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i hnsler and Tovota each posted ,i 
•tri'r :n ".S. sales <: ci7> and light 

• . . ,,'- Honda > : -̂̂  • '• ' 
. - . r t ic te o r 0.1 ^> t i4 

The Uovs Jones industrials lopped 
0̂00 tor tne iirst time m six weeks, ris

ing :c,:! to s0i:.50. Bond prices surged 
.imid weaker-than-expectea economic-
reports ana the dollar advanced. 
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I LI.NTON VWKNLl) 1 ongies., he will 
use vetoes to presene spending priorities. 

Budget Director Karnes met with House 
and Senate .•\pprornations leacers to maKe 
( lear tne aaministraiion s position. M risk 
are .;t least lour big spending bills. The 
.idmiaistration tears is losing leverage ir. 
the piecemeal approacn Congress has taken 
this year, and w-ouia preicr an omnibus bill. 
Clinton may n.ot enjoy the support he 
had in past budget fights, because Republi
cans have taken care to snare tne largesse 
'.vith Democrats, Article on Page A20' 

77if >rii(j!r lotai 'or '.' ; 
Ireasun spcnjimi biU that contains ,-
J.3''. ivst-of-liLtna mcrcoic 'or iau 
"'itk'-ty. T-ii' bill rtoii 'lors I'l ( Untim 

Past track" trade ligislation passed the 
;,enaie Finance panel in what the VVhite 
House hopes .viU be a Doost for 'he troubled 
plan, la a compromise meant lo w-in biparti 
san support, references ti.i labor and envi 
ronmental rights would be largely advisorv-. 
and programs would continue to help those 
hurt hy imporis. Article on Page A2i 1 

The r.S. opened an investigation o; the 1 
.̂ outh Korean auto market that could lead to 
trace s.inctioiis under the process known at 
Super-,)01. The move is meant to pressure 
Seoul into boosting imports of U.S. cars. The 
'J.S. reierred four o. r̂ disputes to WTO • 
irbiiration panels. (Article on Page B4i 

• •» • I 

.\ttonie> iieneral Reno is almost certain 
to take the next step toward naming an \ 
independent counsel t'l investigate possible 
funa-raising anuses nv liore. administration 
officials say. She must decide by tomorrow-
w-hether t'-' begin i tormal ĴO-dav inguirv 
•'r;' ul'i '-d • .:: 'irur'.i'nl. t'linton s 
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NATO iriKips III liosnia sei/ed TV trans 
iniui-rs I-.' end iiroaacasls tnes saiu incited 
violence against peacekeepers. Programs bv 
a l.".S. backed Bosnian serb faction were 
then put on, .Meanwhile. NATO ministers 
diet to consider linsnia troop cuts this vear. 
In Serbia s Kosovo province, police broke uc 

i march hv '.'iim fthnii Albanian students 

Israel s release 01 a Hamas leader tailed 
;o quell P.iiestinian a-igci over h;s ceporta 
tion to Jordan. Critics of the move aiso said 
.̂ h''!'•- Ahmed \ass.r s release was part of 
aeai for Jordan to free two Israeli .igents 
held after tne attemnt'-d killing of a Hamas 
'if'icial i,;s; w-'ek "'.eanwnue. PLO r.-'uc 
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\ tobacco meeting -vith t'Umon 

proaucec: : leages ;:.)r.i '•JOP leaders 
that tliey would try t ' pass legislation 

.: teen s'nokini: e.irr. • Nt •• •-ar. 
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I S Mr reached a tentative accord 
w i t i Its pilots union that would louver 
the carrier s costs and move it a step 
closer to executing the growth strat
egy of chairman and CEO VVo'i. 

•I I "I,in III .stale Mbnctii said •.'-
-.••I.; aeu h--w It-Aill respor..-. • :,•<.:. 

• ..-.urai s;as ..ontract siirne". -•, 
. ,-rouD ii'd by France s '. jt.ii. - . ^ i 

.MLTii.'!:; .'.cuncd :r. an ir.temew ; • sav i ! . , ; 
whether J'..nton might waive sanctions as ne ^̂ -no 
has wi'h a similar law involving firms doing ••niang;'.-
ausiress with Cuba, ,\rticle on Page A2) ,earcr,r. 

• • • inc t: 
The duaiit> oi H-MO care varies widely - i : ; . . . 

.cross the L.S in areas ranging fnjm prena- .nr.ierr,,-
tal to heart attack treatment, according to a jommer. 
report by the industry s leaduig accrediu- ' ^romctir 

; tion organization. The group Intends the ' py chiidr 
' report to be us«d by jnedical;fltncl4ls to | ate rayxf 
make improvements, and by employers to | for dtbu: 
select health plans. (Article on Page B6) one r 
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Israel s release ui a lianas leader failcil i 
' i (lueil Palestinian aneer n-rr nis Qepona , 

. tiun 111 .lordan. Critics o( the move also said i 
SheiK .\nmed 1i assin s release was part ol a i 
(leal lor Jordan to free two Israeli agents : 
• ••Id alter ihe aliemnied killing ol ,i Hamas ; 

-liiial last week Mean-*-h;li.'. P1.0 police 
irr'.'siea 11 Ham.is activisl.s ; ' i Nablus 

.secreian ni Mate .\i»nelii said me V .-
hasn ; vci decided how ii will re5pond to trie , 

billion natural sas contraci sumed wiin 
• • ; ;-, France < Tota: 
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. w ith Ciioa. Article on I'age A2 
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irross Itif i s, .n areas rant'ine irom rrena 
• .1 to hear: attacs treatment, .u-ccrdins: ir . 

• port hy ine itidusirv s leading accredit,. 
:iun iirEanization, Th.' L'IJUP intends ;ne 
report to be used bv modical utticials t ' 
•nak" improvemenii, and f>v emplovers : 
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a.L'" s Kabila said l.e w-as 
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., manage: Voii would 
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nior. Pacific s headacnes 
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•1 breakup ol Conrail 
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: ;s ol problems 

i .'Mi, savs All 
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The uiture |iros(>entv "f the 
, .iidiistrv ik'P'.nds > i, 
s'living lis service pri'ble:' 

11 1 miniimis l liallen'.:' 
, '.»• sure. Cniim ' • 
•:n.us . hallenge in tnu,.; 
, :,i With iii'.oou rules I'f track and mori 

. ,„ i ,o.lKio freight cars \Vh.il s more, the 
V.'mpanv it was buying. S"uiher,i Pacific, 

tne weakest of the mai'jr railroads. .. 
• ed from a lack oi investment in 
1,1 vards and liKomotives, Some m 

• - V .'xeculives, who lokingly calledUas 
vilieriiig Piciiii. >iy the railroad 

Nlanufiu'turninC'Hiis 
\ihi PiK'iiiePiv '̂Surc^ 
sin iw Slmhl liu'ivxsc 

v-ri'-s were 
, wnile llisl 1 
r.vmg Thi 

,.ni liver ,\ug 

: yn-m r-iue .-1-' 
aking longer in septcni 
said deliverv times were 
, uld indicate inflation 
, .J. iieliven times can 

,• - •.-entuallv push up 

eiiiildn ; have sur^i'.' : • • "' ' 

'""Ne;'e"riheless. rnion Wacii.c officials 

-..vmitsir i me Mid 

:::rr.es:c.a., 
,„a,i,r routes ' Z t l t 

,„ s..ame. Oakland. Cal.f.. and ';̂ >i' 
les i-ombinini: me two. I nion tacific 
'. ',n„s." wiiuld sush deliverv times . i ^ 
^ r i i a s : ' ' .:iic'.-etn;mePi.iigh.owmn..« 

"HuT'iompanv miiciais conceu.' that 
badiv underestimated the number "! 

1 rews and H'comolives ihev wouid need: .:. 
nart hev relied on their past success in 
! ; ;n™g other raiiroau. Th,.e me^e. 

;r;;;:;s':n;;o::;:: atid'ŝ ii'U;ĥ  
r i i t^unning . But instead Of ad m̂ ^̂^ 
. 'mibmed work lon e cf - ."̂ '̂  
. ,„v i'flered buyouts more man \ . m 
.'rters at a time wneii Ireight shipments 

I ,.re Ijooming nationwide 
•We niiscakulaled. says V'f- ' - f j 

, .„. tne Houston superintendent It ups. t 
I a lilt 111 customers 

riie llouslon I ruulil-
The eumiKinv ils" i -: : • '• ' ' '''^ 

,t an important railyard near Houston, 
hiftmg ,«> freight cars a dav to a bigger 

^l^^^^eriaxedEhglewixKlyardinHous^^^^ 
miles away. The result, ^^"h '" ; '* ;* 

weeks, the bigger sard --"""^.^^ 
, ausmc delavs ol as long as a month. The 
y I d "s like a coffee eup that s:ilreadyt,»i 
i,'le. ays Rick c arlswell. a yard man 
• ge at EnglewiKKl - It just overflowed. 
^ in a railroad. 'lelays at a hub can 
.,uK-klv spread throughout v̂s ™ 

nd mis one did in a big way Hy August, i . 
me beginning ol the peak holidav shippini; 
^ .a« n t "ains were aireadv backing up lor 

l Ues along the cii:lfC-o.ist, More recenth 
•he snî rl h.is spread t.-̂  Inion IMcitu-s 
''aaht"es ,-,.hel.os Angeies U.ng Beach 
narbor cmpiex. where .is man\ 
lonlainerized shipments have 
up for lack ol locomotives 

I ve never seen :t this bad, â>» 
1 ,v„t McLean, director -f global market̂  

.,.r i-;rcle lntern:itional Inc, '1 san 
• .iusiu which arranges Ireighi trans 
iiatii'ii for niapir companies, 
vraniblmg, 1. nion Pacific is buvi-

.Miig more man .wo H'comotiv-es, . 
t anv ipiitk soiiili'in to Ihe hack 

lhroualiitsbiivoutb,rnionl'aci,; 
., i.uraged .m exodus .: many sou-
,,ilu execmives .ind managers, -Anc'i., 
justrv "Ificials said were skilled at kiep 
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• ii.rger would t.e sure i'< pnu'iKe. l,»d bv 
U'e I. f.Kit 1-incn Mr. Uavidsoii, who sur 
rounded himsell with equallv imposir,. 

luordinales. Vnion Pacific runs a weu 
neeied and aggressive rail oberation oot i ' , 

omalia. Neb., rail heiiduuarters^Exeru 

• u.s mere, accusiomi-d M asm:: the lates 
.„„„pment to oispaicn trams -ml repa:: 
iracks, were skept:cal al.mt the ta^-nts ô  
:,anv southern I'aciiic people. Forme 
i"ilheni i'acitic executives sav manv-o 
,,„.» suggestions were ignore-1 Viu -ir 
,„erging two ci'ltures, one tnat had n" 
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iraditions of iheir predecessors, Iv. 
,h»rtiv after tneacqiiisiti.>n, \ nion I aiil^^ ^ 
replaced the name ol a lamous southern • 
" nl c high speed freight train, the Mem- ; 
,h ' Blue streak, with the symbol 
IMELB standing lor Intermodal Mem 

iihis to Long Beach tram: It was an 
\,^p,ration,il thing, savs Fred Frailev • 
wno wrote ,1 IKKIK about me m^^^Zt rx 
•The Mempms Blue StreaK wa the heart 
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-r̂ ĥa;ŝ r;.:-"̂ î = 
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Yesterday, the com: . »• \ . 
ivsts described as ri.is t. •ti.-n. .t . 
mmnced a senice recovery plan that ap 
• ars to mirror parts of rescue operation 
'uU ned bv us chief rival Burlington 
CnernsantaFeCo ^ nion Pacific said it 
would temporarilv divert certa.n bisine s, 
•ncluding coal, grain and automobile ship 
mems to other railt-iids throughout the 
yvesiern iwo-ihirds ol me •'"^ 
ng Burlington Northern, In addition, I n 
;"n Pacific plans to reroute trams aroum 
;„,gested nubs and use less busy fre.gh 
wrds to handle mure of Its business. It al ; 
,aid It would operate fewer trains and tak. 
locomotives off its las:er trains and spr. .n. 
mein around the svs'; .n 

Everyone J, our mmpany is workmL 
•lard on restoring senice to levels that wiii 
„uisfy our customers, Mr, luvidson sa.d 
n .1 statement vesterday. 
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M W i m i l — — WvM s ilisll-«'ssing news for :i ' 

flPi^SPTHPij^Wv^vlf r f I W i V i ^ ^ ^ ^ ^ H . ... . . I ,,....11. iiiit... niia' IM Ihe 1 
H\ | ) \Mi: i \ I \ ' i l \ l M : ^ 

Ami A N N \ W I I 111. .M \ T I I F « S 
,, 1 i ( , | . .o lcrs<i( I l i i VN 'Ml .SMil I-1 J i " MS M 

\ Nnithwest liiiiilier mill h.ul so iiiiicli 
Mtisliippcd w-i«>il Ihiit U st.iiked it mi ii 

fur the slow Hip do'A-n the CIMSI, A 
'11 ill lli'iislon |i;irl<;i!;er is setiding'lOor " i 

IS limiio aliu"st fvi ' iy i l , i \ lo'i iioso il 
•1 

TRANSPORTATION 
,11 I ,.,'1 the plaslic iii.iteiials il m-.-ils 

-,,1,1 lit iicross Neoraska, taniieis m.iy 
h n . Hie iipe , iililisil.il (oni-eni of all: ni ' i 

)• ,1 t molasses lor llieir l atlle, 
I iiiiiii I'acUic Corp. s idiiliniiing serv 

. |,|..l,loliis.iie liegillliing lo Ipive sweop 
„. Hill illiexpeHi-il effects on ituUistt l.il 
, ,l iiMisunier Anieii. a .More than UK<m 

I ,,1,1, Id cars a dav are slip-k in liint'o im 
1, rm.i i i IMi-ifii route sysleiii l l i i l 

li.'s fioiii Hie Midwest to the West 
• l.ii kllig Ihe I lews, iiM-oiiiotives and 

• ihi' liai ks lo keep the network inov 
l l i . i l s inggeriiig everything fioni 

n tum slowdowns al lactones lo a 
, ,11,1,1,.toswitcirioolliermoreexpeiisivo 

' 'lis I'f transpoitiiiioii 
1,1,-,-, ,1 1 i i l i ' i i ' i m : : • i r - i • lo ' I ' -

adcs is fa -t leai-hiiig into American evoiy 
(l.iy life VVhalevei Hie costs of llie 
n i i ted I ' . i i i el Sei-vii e sink'', tins may well 
have a giealor effei t on the ei oiiomy. 
siiys Aaron C.eilmaii. diiei tor of the Trans 
porlalion Center of Norlhweslern dniver 
sily in Kvanslon. Ill This loiiltl take 
iiiin h I'lnger to f ix ," 

III!'foul lips lu'Kiiiiiii-'iiiple months ago 
whi'ii I'limii I'acific ti led t:Hllgesl ils S:i o 
liillioii .11 iiiiisiHon last year of Soiilheni 
|':n ifu K.ul Corp. Its olfu ials say iliey 
slinpiv iiiideieslimaleil Hie iiiiin|iower and 
ff lor t IlK' merger would take, tml irilics 
s.is tlie compatiy tried t.i cut costs Ino 
null II 

r i i ion I'ai ilK . the iialpni s l;irges, 
I;MII-O;I(I. noriiiiilly has :ihoiit :iiiii.i"Mi cars 
nil its svsleiii on iiiiy given day. Bill 
because nf its operational woes, the liuiii 
lici of (-ars I rs swollen lo ahoiil Me.DiMi ;i 
dav. woisi'iii'.g th ' rongestiim piulilems 
and iiiakiiig It ever iMKler lor He' railn'ait 
1(1 mil log Its lines. 

Till' r.iilUKut ti:is Irieil eyer\ltuiig fi'nin 
hiiiiliiig gooils on :i ship lliioiigli the Pan 
am;i Canal uniler a iilaii tli i ! was siu.n 
SI iilllod to shifting hai ked up Height I " 
' u il -aiho iits l?o h-oil n iviil-."o ct' io 

Union Pacilic s worsl .ndlock spots 

cnt MAIM CARGO 

Houston t;iieiiiicals. cats. Qiain 

Fori Worth Coal, liimhPi on^erl 
Texas lieioht 

Los Angeles Electfonit goods, clolhiiui 

Chicago Paper factor/ parts. Chicago 
mixed freiylit 

North Platte. Coal, food, metal 
Neb. (loods 

niiin ami chief executive otfuer of Vnum 
I'ai i f i i . said 111 il statement yesterday fh it 
he liiis apologi/eil lo m.my of the railroad s 
I iisioincis in the past Uvo months and that 

luosl of the per.ple iiie looting for us." He 
aiUleil. •We have :i plan Ml etfei t M fix it, " 
Slill. despite .Hiding locomotives, hiring 
workers and cm tailing service, the com 
p.Hiy siiid it (loesn t expect lo uiilaiigle the 
I'liitl ' ii l: III its :ii;,lino mile svsteiii iinlil :it 

I 111. 
l!':C 

•Ihat s disirfssing news for ii wide 
variety of comp.inies now in ihe peak 
shipping seasnii f>>r Christmas. Kdeii l .l .C 
a children s|irodiict imfiorler in New ' i c i l , 
IS now shipiung -Miliiii Aardy.iik^ 
I'iutdington Hear and I'eter Uabhit sluffeil 
.inimals.anpingolhois. I . \ r.iil .ind worn--
Ihiit last minute uiilers won t make it 
to store shelves until it s KM lille MieiliU. 
I I I , . , oiiipanv is seeing dehivsof >s miidi .is 
a w.'.'kon Asian goods Ihat are loaded onio 
rail c:Hs ,it WVs! C'Msl P"iis f'o iho i r p 
K.isl. 

Chemical makers iilieady hiiv,' iii 
, tin ed some Ulixi riiiMion in -xira costs ,iiid 
lost sales iicconliiig lo the ClieiuM ,il M.iM 
llfai-tuiers Associ.ilioM. (Hhei lliduslius 
may ii.ive to shouMer even higher inveii 
t,iiv anil shipping exiienses. pailiciilarh 
hi'i-aiise manv of ihein :ire switching Mil 
sliipnu'nts lo trucks, which for legiiiiii 
(argo (osts I'll '; moro and foi l»ulk\ ' n'-' 
, an t ost three times as iiiucll. 

What's more. Iho snarl iips on rail iin-
iiv.iting logistical nightmaies lieiausc 
i-iiilni.id cirs cfli ' ii liii-rv gô Kls ol enor 
nioiis size, which can HUM kh. (ill up w.iie 

'houses and storage y;iids As ini'tiv • 
I ' l . . . . /• • - • / ' • " ' " 

i f Ml' »:i r.'H'ii 

siligl'-' 
11 licks 

.Si) lug .11'' till liiiMhei sllipiiii-iits. 
for example, ;it Hie liciigKi l';icitir Corp, 
null in Cims Hiiy. Hp' . Ihiil the com(i,iiiy 
li.is (|iii< kl\ liiid ti ' haige its UIKKI to 
Soiilhein I'aliform.I. .ifici riul sliipmciifs 
fi ll till I'f weeks hetiind. Its only other 
option: pile It in Hio parking lot. in I'lim 
l l l n l l s s l a c k s . 

"It s a toliil (lisiisti-r. • dt'i l.iies (ii'iirge 
IJohinsoii. niaiiiigei o| IDRISIU S operations 
foi (leoigi.i I'atific s Iniilding prodiuts di
vision, ' No one I "MI'I I -..'! inngiio' it 
U'l'ild he this had 

Ki oiioiiiists say the effects of the t'lhon 
r . i ' ific lie ups aren't yet obvious lo con
sumers. Rut tlioy iiffett bodroek mdiis-
iries. iiii liiding the <i|M'i billion clu'mical 
toisiiiess biised in the Calf Coast, whii h 
su|)plii's r.iw inaleriiils to makois ..| , .v . ' i \ 
lliiiu: lioiii iires to toys 

I l i ' s i ' imlustrios .ire tho base of 
Hie ei ori'iiiiy. siiys .|olin T iylor. pio 
lessor of iiiinsportiition at '.Vivne Siiite 
I ' l i i v i ' i s i l y I I I j p ' t i i ' i l r i l l i t t i l " t > l " m s 

I ' ' ' " i ! Il- Il I ' ' i t H i i ' p i o i l i i c l i i i i 

' • I 'll r i i | | i s i-hi'miial.s operation 
•I I ' " I . sjiiw, ,1 jiriKliicinni at its Haytown 

I • \;is. piaiii, will, Il piodii, 1'̂  poiveilnlfii ' 
p.'lli'ls. the whit,' HM SI/,' halls lh;it ,H' 
iio lii'd lo iiiiikc pliislii products 

|i|sliiptions I M M ' become a d:iily oi ciii 
I ' lu c at I'tilled DC, ,1 Houston packager n; 
pliisiic pcllfts. .Man- Leviiic, liniten DC 
piesiilflit. siivs hell.IS loscnd :!0 or .ill of hi 
uoiki'is lioiiii' iiiiisl diiys bfciiiise the rail 
I".id floesn I bung ('iiiiii^;h |o:idi'il cars oi 
dopsii t show up at all. It s just a 
liMltei of time before consumer costs 
s!" u|i, says M I l.evine. 

S.iiii Shankliii. a piirdiiising agent foi 
Aiuiii il l-'e>'d IngriMlii'iits Inc. in Kiinsas 
City. Mo., has a dii'l.ient worry: the 
heiiltb of Nebriiskan ca.lle. Union I'acifn 
(li'livi'is I'lHH'- Ham cars i:f molasses thai 
fill III,'IS use to ircikc i ' • i fc 'd nior,' 
iippefi/ing to cows. 

Ml . SlMiikliii has ,;i:,iiiKod tniclcs to 
hiindli' the shipiui'iiis fop now- but worries 
llii 't triP kiHi; can t coiiiuiiie lo hiindl, 
I'M'!- "! i | | j . , mapnitud,' Without sweet 
10' I 'II Ho'ii I I . 1' losi iliii sn t tiisfe as 



L nion Pacific 
Safety Rapped 
In U.S. Report 

THK WALL STRKI-.T .lOrR.NAl, WEDXESDAY. SEPTE.MBER 1' 1997 A 3 

By r).y.MEL .M,*i'ilAL,aA 
Siar/Rfpcrirr of T H E v\ Al I S r H m JOCKS »: 

F'-deral railroad regulators .are e>. 
;'-•Cod today to issue a repoit :;harply 
r.ticizing safety procedures at L nion P.!-

I itlc Corp, and urging sw-eeping c.'ianges m 
•he company's rail operations. follo-A-mg .i 
• ries of deadly crashes. 

The report by the Federal Railr.iad 
Administration would be one of the h-irsh-
".st cnticisms to date ot a Uiajor railroad's 
; orations and raises ijtiesiions about raii-

• ad mergers. Union Pacific h.as had 
'iree fatal accidents in the past three 

:•'mths. Federal investigators have said 
i-ver\vorked crews, managers and equip
ment have contributed to the safety [ i-ob-
It-ms, particJarly at the railroad's Gulf 
Coiist hub. 

The safety issues have also coincided 
with widespread shipping delays in parts 
"f t'nion Pacific system, the nation's larg
est rail network. In addition. Union Pacific 
;s sti I digesting a S.t9 billion takeover last 
"ar 'if Southern Pacific Kail CO.TI. 

'Tiiey're trying to cope with the 
iTgcr, traffic increases and crew short-
.•-s all at the same time," said David 

" reen, an FRA safety specialist in Hurst. 
' • vas. "It's e.TKJing their essential basic 

(ety practices a little bit evorywhere." 
The agency's report follows an unprec-

:':nted review by federal insi)eciors of a 
i.ijor railroad's entire operations. Since 

• "last week in \ugiist. as many as !>0 FRA 
:,--pectors h.ave scnitinized operating 

; radices, dispatching, and maintenance 
ind work schedules on I'nion Pacific's 
•'o.(XK)-mile network.: - • 

The review-..was .touched off bv a 

—•( - -->m •.-i^~::ti(t^:UjiJt^'A\ '.-a: 

series of collisions that ' ausei: tne deaths 
of five employees and two st̂ 'waw-ays. in 
the no't recent wreck, two Unioii Pacific 
t airs coUidec m Fort Worth last monî  
killing t vo members. In t.'iat crash. 
lOur uninanned locomotives rolled 10 miles 
before hitting an oncoming freight train. 

Vesterday, a spokesman for Union 
Pacific Railroad Co.. a unit of Dallas-bas"d 
Union Pacific, said its overall safety 
record has improved steadily throughout 
the decade, despite th'' recent crashes, and 

i: welcomes the .'-"R.̂  review and recom-" 
mendations. * : 

Analysts said the government refiort 
could raise the profile of safety in federal 
r'̂ views of mergers. .More than 40 railroads 
have consolidated into five giants since 
i9S0 and niore mergers are exp'ected. in
cluding the Planned consolidation of 
Conrail Inc. by .Norfolk Southern Corp. and 
CS.X Corp. Until recently osfety issues 
involving rail freight have arisen ponodi-

Plcn̂ r Turn t.-. pr.nc A I'l. Column .s' 

Union Pacific Faces' 
Criticism on Safety 
In a U.S. Report 

• ' Continued From Page A3 
cally, but Urion Pacific's rash of acci
dents, along -A-ith a fatal crash at CSX, 
prompted the unusual review of rail opera
tions .---'.l!f?3^Sii:»^v,gf,)..j!» ^..... 

- Ajccnrtling.to p^ple familii^.wlt/i^the, 
government revjew,.tlje fedeî .age!:c>-*s ' 
report will identify.-jrtdespread-̂ mp'ltjyee-
fatigue, inconslsteiides in:traiiilfig.;and 

pnade4'aat£ testing .at;|Jnion Piafit:'^pr-
.,examp!e.,i;ive;;t1gat6rs fotitd-twrUfioi) !* 
Pacific crews litely-.ire sgeft̂ liSArrmiu^^ -

, sally long amount of time aff^Fmcy cbfn.̂ ' 
• plete their r.iilroad duties"'waiting for 
;jtransportation to take them back h termi
nals, according to the people familiar with 

[the report. The delays extend their work 
"schcd'alos, postpone rest periods and add 
to fatigue levels, they said. 

In addition, reductions in the number of 
crew members r:board freight trains to just 
two from four or five a decade ago have 
eliminated opfortunities for on-t.he-job 
training for ne.*- recruits, they said. 

Officials at the Federal Railroad Ad
ministration de';lined to comment on spe
cific findings aid recommendations. But 
agency sfiokesrtian Davad Bolger said the 
"me,asures will be swnft and strlcf:., , ..-

Last week Union Pacific and the a;,ency 
joinUy unveiled a package of safeh Initia
tives, mduding a,'safety hot;,Iine for 
employees to anonyTnoiisly voice any 
safety concerns. Union Pacific Railroad. 
President Jerry Davis pledged to-person-. 
ally review every call within 2{ hours. ^ 

ID addition. Union Pacific said if »,-oul<f. 
re-evaluate all of its. training programj'. 
including those for dispatchers, train and*" 
engine employees and field managers, and 
formed a company task force to find ways' 
to reduce crew fatigue, including potential 
changes in crew .scheduling, ,-

FTC s CliaifmanA hpoints 
yalentine General Counsel 

WASHL\GTO^N-/edera: Trade Com
mission Chairman Robert Pitofsky 
named Debra A i Valentin -.lo the post of 
general cornisel̂  tfje age.fcy's senior le
gal adviser. V?.tt'^:'»V?^'* 

Ms. Valentine. 44 yeirs ojd. had been 
assistant director for international anti 
trust issues at the FTtJ, cocnllnating the 
commission's dealliif.s wlthkntitrust en-

; forcementageircfe'ArQVUKlthe world and 
Hwith internatfohSEagenfcieisuch as the 

World Tradei(»gCEiz4iiooiBefore loin-
.ingthe FTCMjaSi^yiaiip.artner at 
p Melyeny g[.^g«tP^<iv|ftnn here. 

k E X M t n c ^ ^ ^ m f Brian Keane 
5;and John Keaiiej^Mft been named to 

the newly crcatedwlce of the president of 
this sofrwa.'e-secYl&s company. The two 
executives, who'.'were previously senior 
vice presidents, wlIU report to John F, 
Keane Sr,. chairman and chief executive 
officer. The two are sons of the eider 
Mr, Keane. The company said Brian 
Keane. 36 years old,.will be responsible f:)r 
its i:iformation semces and health care 
sen ices divisions; John Keane Jr.. .37 
years old. will be res'-jnsible for inforrria-
tion technology, finance, human resources 
and employee organftational develop
ment. 

LEARN Fi 
Attend an Outdaoqf 
summer in At/ssot 
time days. Call fo 

bUTD 

FISHING 
. Fishing School this 
bzarks. Small classes. 
IM and details. 

B S , INC. 
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BEFORE THE 

SUPF.'.CE TRANSPORTATION BOARD 

STB FINANCE DOCKLT NO. 3 3 388 

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

—CCNTROL AND OPERATING LEASES/AGREEMENTS— 
CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

VERIFIED STATEMENT 
OF 

JOHN F. COLLINS, ESQ. 
NEW YORK STATE LEGISLATIVE CHAIRMAN 

ON BEHALF OF 

THE BROTHERHOOD OF LOCOMOTIVE ENGINEERS, 
CONRAIL GENERAL COMMITTEE OF ADJUSTMENT, 

R.W. GODWIN, GENERAL CHAIRMAN, 
A1;D BROTHERHOOD OF LOCOMOTIVE ENGINEERS, 

NEW YORK STATE LEGISLATIVE BOARD 
(C o l l e c t i v e l y , "BLE") 

E.XHIBIT D 



R.H. Wagner 
8878 MicJlake MeacJows Rd 
B r i c a g e p o r t , N . Y . 130 30 

R.W.Godwin 
General Chairmen C r j n r a i l 
810 Abbott Rd. S u i t e 200 

Buffalo,N.Y. 1422J0 J u l y 15 1997 

De?.r S i r and B r o t h e r : 
I'm w r i t i n g you t o lodge a formal complaint a g a i n s t D e w i t t Terminal 
D i s t r i c t S u p e r i n t e n d e n t M.t^acDonald f o r w i l l f u l l y v i o l a t i n g C.F.R.49 
Sect.215.13 p a r a g r a p h ( b ) . He or His subordinates,Yardmaster .nd Trainmasters, 
have ordered Trainmen t o in s p e c t t h e i r own t r a i n f o r d e p a r t u r e from 
Dewitt t o var-ous l o c a l points,where car i n s p e c t o r are employed 24 
hours a day. 
The semantics they use are t h e r e a r e n ' t any car department people 
a v a i l a b l e , s o do a T r a n s f e r Test and l e t us know when you are ready t o 
leav«. 
A Transfer Test o n l y covers the a i r p o r t i o n as per EC-99 and not the 
mechanical p a r t as per C.F.R.49 Sect.215.13 paragraphs(a&b). 
L i s t e d below are dates,jobs,Engine numbers and crews of these occurrences. 
11 Jun 97 YADE-16 1926 R.H.Wagner T . B u r c h i i l l 
12 .Jun 97 YADE-16 1926 R.H.Wagner T . B u r c h i l l 
13 Jun 97 YADE-16 1929 M.Wallce T . B u r c h i l l 
9 Jul 97 YADE-16 1943 R.H.Wagner T . B u r c h i l l 

Your a t t e n t i o n i n t h i s matter would be g r e a t l y a p p r e c i a t e d t o prevent 
f u r t h e r r e o c c u r r e n c e s of t h i s problem and cont i n u e on the r i g h t path 
f o r a s a f o work c n v i r o n i i o n t f o r a l l . 

i l l y Yours, 

K . It. wagner' 
B.L.E. Div 

:-:pBon D i s t . Chairman 
;iavos Local Chairman Div. 169 

D i v i s i o n 169 

The above-named i n d i v i d u a l appeared before me t h i s 15th day o f 
.July, 1997 and swore t h a t the statement f i l e d h e r e i n i s based 
upon h i s e d u c a t i o n , t r a i n i n g and experience i n the r a i l r o a d 
i n d u s t r y and as a union o f f i c e r . He f u r t h e r d e c l a r e d under 
the p e n a l t i e s o f p o r i u r y t h a t the f o r e q o i n q i s t r u e and c o r r e c t 

iJ»fiiRYLM.ROBi««BON 

.^otnPUinc Stats c(NHr\bRi 

ComMUicyi Explrw Mwe, J i l L 



BEFORE THE 

SURFACE TRANSPORTATION BOARD 

STB FINANCE DOCKET NO. 3 3 388 

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

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

VERIFIED STATEMENT 
OF 

JOHN F. COLLINS, ESQ. 
NEW YORK STATE LEGISLATIVE CHAIRMAN 

ON BEHALF OF 

THE BROTHERHOOD OF LOCOMOTI-TE ENGINEERS, 
CONRAIL GENERAL COMMITTEE OF ADJUSTMENT, 

R.W. GODWIN, GENERAL CHAIRMAN, 
AND BROTHERHOOD OF LOCOMOTIVE ENGINEERS, 

NEW YORK STATE LEGISLATIVE BOARD 
( C o l l e c t i v e l y , "BLE") 

EXHIBIT E 



VERIFIED STATEMENT 

FROM 

ROBERT VV. GODWIN 

GENERAL C HAIRMAN 

BROI HERHOOD OF LOC OMOi iv E EN(,INFERS 

CONRAIL 

G E N E R M C O M M I T T E E OF A D . I I STMENT 

1 am entering my rc'ty llrsl year in the Railroad Industrx. On .August 16. 19^7, i hired 

out on the I rie Railroad as a Locomotive [ ircman. During m\ tenure. I worked as a 

Clerk, Trainman, Conductor, and Locomotive Lngineer I was also involved in six Rail 

mergers and/or Con.solidations listed below: 

I. Lrie Railroad 1 )1 & W Merger 1959 

: . liison N aid ( Dnsolidation - Lrie Lackawanna / NKP (N&W) 1962 

3. Merger oi 1 ric Lackawanna / D&ll as a holding Company I3LR.'\CO b\ the 
Norfolk <t western. 

4. The tailed merger between the Lrie Lackawanna and B&O Railua\ 197.3-1974 

5. Merger ot" Lrie Lackawanna Railroad. I ehigh Valley Railroad, New York 
Central Railroad, l̂ ennsylvania Railro;'d. Reading Railroad. C"NJ Railroad, and 
Lehigh and Hudson and al least five switcliing railroads. Indianapolis Union 
Railroad, Buffalo Creek Railroad, Niar 'ra Jet. Railwa\ , Lehigh & New Lngland, 
Raratan River Railroad into Conrail 4-L76 

6. In 199.3, C'onrail brought the Monongahela Railway Companv and merged it into 
(Onrail. 



During the years 1959 and up, including today, I was also a Union Officer and 

employee of these companies. 1 have .seen first hand how ihese employees have 

suffered. They suffered monetarily and heir personal lives were totally disrupted. In 

addition, numeroi'.s employees were injured and killed because the Interstate 

Commerce Commission approved a "Helter Skelter", Wham Bam, thank You Ma'AM' 

Mergers with little or nothing in regard io a sate operation. 

We are all looking at this type of merger approved by the new "lean and mean" Surface 

I ransportation Board (S I B) - The Un-on Pacific - Southern Pacific Merger. In a few 

short months, we have seen seven (7) people killed - five employees of the L!nion 

Pacific and two civilians. We have seen at least three serious transportation disasters 

with fatalities and many more employees injured. We have also seen a number of 

untold derailments that, but tor the "Grace of God"", couid have caused more deaths to 

emj)lo\ees and civilians. 

Over sixty (60) percent of their locomotives have serious f.R.A. defects. Their rail car 

lleet is in all probability in the same .shape as their locomotive fleet. However, because 

the switching yards are so over-loaded with tralTic, no one can get close enough to 

inspect them. 

On September 10, 1997, the F.R..A. review stated - "Wide spread safety deticiercies". 

Ihese include problems with fatigue, sloppy train dispatching, poorly trained 

employees and defective ec]uipmcnl. 



f 

If the Surface Transportation Board approves the splitting up of Conrail. with their total 

neglect to demand a safe operation, we w ill have a mirror image of the Union Pacific / 

Southern Pacific merger. We will ha\e Railroad workers and civilians injured and 

killed. We will also have the very real possibility of a serious transportation disa.ster 

that could include a Hazardous Material / Dangerous goods incident. 

With Norfolk Southern's plan to double and triple the freight trains on the Amtrak 

Northeast Corridor, we could have another incident where a one hundred and twenty 

mile per hour Amtrak Train and a freight train could come together. 

Nortblk Southern and CSXT .stated that this merger will, over one to five years, take 

one million trucks of the nations highways. M> questions are -- Where will they put 

these one million trucks when they gei nem? What will they transport them on? 

Where are they going to grt the locomotives to pull them ? Where are they going to get 

the crews to handle these one million trucks on trains? 

!f you look at the Norfolk Southern / CSXT Submission of the 1995 Labor Impact 

Txhibit in the Surface 'Transportation lioard f inance Docket No. 33388, you really 

lia\ e to wi>nder ii"anyone is thinking about safety. 

To show the inconsistencies in their plan to capture and handle the one million trucks 

that the> say they v\ill remove from the .Aip.orican highways, let us see how this 

sUiUMricni and the reality of the I abor Impact Lxhibit will work out. 



To capture and handle one million trucks worth of lading \'ou arc going to need a very 

high percentage of track work, not only on Conrail, but also on the Norfolk Southern 

and CSXT. You cannot capture and handle one million truck's lading on single track 

railroads and tracks that have 25 and 30 MPH speed limits, i f you cannot handle truck 

trains at 60 MPH or faster, you cannot expect to capture their business let alone keep it 

- if in fact >ou do capture it. 

Yet. in their Labor Impact Submission, the\ show the following for Maintenance of 

Way Tniployees; 

lobs Abolished 

Based on 19i>5 Based on 1996 Based on 1 ^)96'97 
676 495 584 

Let's look at Signal Men using the same one million truck iheor\. Recently a 

Conductor was killed on ("onrail and three ..ther ('(Miruil ( rew Members \vere injured 

because ot an out of focused signal that had water between the lignt and the len'; 

causing an improper signal to be displayed. 

To run truck trains at 50, 60 or 70 MPH. \ou need a well maintained signal system, but 

again if you U>ok at the Labor Impact, you find the following involving Signalmen: 

Jobs Abolished 

Based on 1995 Based on 1996 Based on )996'97 
73 25 22 



Lvery Locomotive Engineer places his/her life, the lives of fellow employees and the 

liv es ol the public on the integrity of the Signal System. If the Signal System is not 

inspected and maintained on a daily basis, the inteiiritv of lhal system diminishes very 

quickly. 

If you are going to remove one miilioii trucks of the highway s, you will need a fleet of 

well maintained locomotives and tail cars. Let's take a look at what the Norfolk 

Southern / CSX T Labor Impact states in regard to these very important technicians: 

Jobs Abolished 

( rati 
( armen 
{•Electricians 
I aborers / fireman 
& Oilers 
Railway 
Supervisors / 
1 oremen 
Sheet Metal 
W'orkers 
Bi)iler Makers 
Machinists 

Based on ! 995 
511 
136 
77 

199 

79 

9 
85 

Based on 1996 
338 
52 
46 

75 

37 

5 
8-1 

Based on 1996/97 
207 
39 
37 

69 

29 

5 
53 

focomoiives and rail cars are subject to weather, tonnage, bad rail, hard couplings and 

long davs between shop time. Any reduction in their crafts would place employees and 

the public in harms way. 



Another situation that caused delavs, accidents, injuries and deaths on the Union 

Pacific / Southern Pacific Dierger was '.he !act that non-agreement Supervisors were 

doubling up on Clerical work and non-agreement Supcrv isv)i's work when, in tact, they 

should have been supervising the employees. 

Il' vou look at the Norfolk Southern CS.X I f abor Impact, it shows that they are going 

down the same road. It is a road that leads to accidents, deaths, injuries and delays. 

Jobs Abolished 

Craft Based on 1995 Based on 1W6 Based on 1996/97 
Clerical Lmpioyees 1389 834 595 
Non-Agreement 1563 1160 830 
Police 98 46 42 
Yardmasters 31 25 14 

To move enough trains to handle one million trucks of lading you need a work force of 

experienced, properly trained and well rested 1 ocomotive Lngineers, Conductors and 

1 rainmen to h.andle these trains in a safe and responsibl e manner. 

Again, we go to the Norfolk Southern ' CSXT Labor Impact Study to show that the 

Carriers are talking oui of both sides of their mouths and never mention safety. 

Jobs Abolished 

( raft Based on 1995 Based on 1996 leased on 1996/97 
1 ocomoilve 460 245 242 
!• i.'jjneers 
Trainmen / 1135 329 322 
Conductors 



In the very near future, the Locomotive Engineers and Conductors/Trainmen that hired 

out in ihe I950's and early 1960's will reach retirement age. They like myself, have 

lived tlic past mergers and the\ are liied o\ [\w pettiness, the hassle and the thought of 

having your job transferred forcing them to move. Rather then putting up with this 

agrrevation. tt;ev will take their pension. T.ock thi^ in w.th the fact that there is a 

shortage of Locomotive Lngineers on ( \>nrail, Norfolk Southern and CSX I and the 

result is that Locomotive lingineers. Cond ictors. and Trainmen will be forced to work 

longer hours and take more trips in a fatigued condition. The combination of these 

lactors set up a scenario on these Railroads, in regard to safety, that will make the 

I 'nion Pacific / Southern Pacific siiualion look like a walk n tha park. 

The Surlace Transportation Board has the authority to approve Railroad mergers, but 

with any position of authority there is responsibility. l'!>e Surtace Transportation l̂ oard 

obv iously diopped the ball in the T'nion Pacif c SOUIIK-I TI Pacific merger approval. 

In the wide open spaces of the Western United States, a serious derailment or a train 

collision ma> not even affect five people. In tne Last, the population density is so great 

tliat a one car derailment of a dangerous Ha/ Mat car could cause a transportation 

disaster of catastrophic enormity. 

1 strongiv uruc that ihe Surficc I raiiNportaiion B(>aid iioi approve this merger based on 

the pressure fror.i the ( arrier. tbcit poliiicai allies, or lo further tlic careers of the 

Members of the Surface Transportahv-"' Ikniid. 1 H> not appnn e this merger until you 

are one hundred perceivi :'iie that the satel v of th.- .American Public and the employees 

(̂ t the Railroads are absolutely guaranteed. 



in r j!'v Railroad Book of Rules anu rimeiabie;, n the Uniiea States, it states: 

"Safety is of the first impor...nce. These ruies orovide for a 

safe and elTicient operation In case of doum. the safe course 

must be followed.'" 

, am Molding the Surface Transponaiion !3oard :Tsembers to ihis ^landaru. If :here is 

one -hing >()u think or know is unsafe m the Tarrier'.^ Plan, r'efuse lo approve the 

\ , Souihern and CSXT requjs: lo ^niit ( onraii. 

R. W. 
(jene»?trChait{man 
B.oiL.i .-Conra 11 -(l.C.ot.A. 

T I - i n d i v i d u a l aoove-named appeared before me and swore t h a t the 
statement f i l e d h e r e i n i s based upon h i s edu c a t i o n , t r a i n i n g and 
,".xp(>riencc i n the r a i l r o a d i n d u - t r y and as a union o f f i c e r . He 
l u r t h e r declared under the p e r a i t i e s o f p e n u r y t h a t the t o r c q o i n q 
Ls t r u e and c o r r e c t . ^ _ 

CHERYL A. CCMANOWSKl 
Motarv Public. State ot Ne-A( Vcrk 

Quaiifiea in Erie Countv j / j r , 
• AH C: -rriss on txrires May VT^J. 
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BROTHERHOOD OF LOCOiMOTIVE ENGLWEERS 
DIVISION 64 
12 KELLOGG A vENUE 
PORTJERM5, N.Y. 12771-17U 

GA R YJ. BRINK 
LOCAL CHAIRMAN LIXUSLA Tl\ E REPRESENT A ^^IVE 

PHl ):\E: I'n-i) Si>(,. i;>H(, ' EAX: I) S;,0.,iS9<> ' (WRLXKo-/(ry AOL.COM 

.Mr. N crnon.X. vvilliciin.s. SccrciaiA (.Xtobor I7.i*>97 
SintiH t' liaiLsportatioii l i tumi 
S'li^ 1 inaiK o i)u( kot N()..5;?;58.s 
H)2.~j K Siroc't, .N \V 
vv,ishin:^t(>ii. DC j ( )42:{oool 

I)(Mi .Sfi rct.irv' Williams: 

a nuaiiixM ol ilio i;.\oi \ni\o (.t)ininiiU'o m iho Nrv\ \ \ nk .^laio 1 .o^iskuivi-
' u >ar( i ol llio l^i()llua ho( xl nl 1 o( omotiv o Ivn^uK'ors. as tho Hroilua houd (it 
1 .ot t)nu)tiv c' i:nj.»iiK'ors Lo^islativ .' Kcprrsi'nt.mv .uul l.oi il chainnan i>l 
lunsdk tion of the Conr.ul Southoni I ior of .N'ov\ ^ork i Bin^hainion .\'.^'. lo 
( ro.Moii .N' .J. I. it is ni \ ' duiv' to inform voii ilKit 1 .uul in \ ' ronstiiuoiKv t cumot 
^uppoii itu' applit anon of tho .N.S .uul ( .S.\ lo ,K (inirr Conrail. 

"̂ aU'tv IS our priinai'V' (o iu t'rn. l)ui v^c also have (oiu cans iov;ai(iin,'4 
shippors nct'ds iUUi lonsidcraiions,. 

< >n ;lu' issue of safetv. we luwe manv (oneerns in regard to the portion of 
ihe .\S operating plan pertainin:4 to t'u- Southern Tier . The 'ipcManniJ; 
[)lan rails for ten (lO) dedicated throu:.;h trams dailv o\cr the ."-̂ o.nhern Tier. 
In the plan, ivvo j4enerai inert iiandisc naiu'-. ivso ,iuio trains, lour stac k pat k 
ir.uns ,UKI two intiainodai iiams w ill opi-riiie d.uK l)eiv\cen lUillalo .\'.^'. aiui 
N< )i th lersc -v . 

1 I'leasi- reiev lo .\ppcMidi.\ .\ ) 



I 'lvsi ntiv , ihere are tour . U-du ..ted li.uns .id.iv iuMv^een I'.ull.iio .uul . \oi ih f 
leisev m o staek p.u ks .uul two v>c-tu-r.il merelunulise ir-cuns 
I his <HH>r.itu)n pr< MMUK ie<iunes , i total ot K, c rew s to oper.ite these ii.uns 
between liutfalo .uul Nonli le-s.-v The .unount ol ( rews prunanK is .1 result 
ol the disi.uuc ot the t ier. kJO miles, the lower speeds on the her .uul 
tr.illic xMudow v c.isi ol Pon K-iMs N Y. 1'on len is 10 HX umalot Kin<.A. ' lu ' 
enii.uuo to (aoMoii v.u<l. 1̂  ( onirolled hv NevN )eis<-N Iransii K.ul 
operations traui disp.ut hers hv mutu.il .i^ix-emeni vs ith (.(uuail. M l .md 
.Metro .Norih. 

The seiA'iee is presentlv short 5 Iai^iruH-rs. these sluuia^es .trc> hein^ 
(overed p.utnllv hv e.\tra lai^ineers .uul .issi^ined 1 iiKineers w ho .ire 
.uiv.uK iMl to pioteet the trams IUH ause ot these short.i^es. lamnu-ers .ire 
presentlv hem« OVOIAN orked I his is .1 result ol the shortage ot (Jl A! 11 11 1) 
i iij^iiu'ers. \'.e hojie tor r(>li< l ol this snu.uion. 11 is uns.ife 

I he .\'.s pl.m ( cilis tor «> .uldituui.i' ir.uns, w hii l i w ill retiuin- -ui .uldiuon.\l i s 
dcxNs \Vc .ire .lire, idv slu ut . i I ,n«uu-ers plu- 1 s nev\ (tews, hu h - o i l 
K.i.il J I I n^meers sluui ( onr.ul h.is not ^ent . i t .uuiid.iie 10 1 n^;me(as 
Ir.unmv* .S( hool d. IS) l iom the .southern l u r i n o v c r t vc.iis, nor.iK 'hev 
'40111!̂  to tor the ne.vt iw o ( l.isscs. 

V'ho IS ^oin^ to opi i.ite ilu-se tr.uns ' \ io ihev ;4<)iii« to str(M( h the present 
work loK e iHAond Iheu limiis • Are vve -omv; to luive .ilre.idv ovcrw.uked 
1 n^meeis op(-r.iiin« ii.uns osci ihc I K T , voi ipleielv ^aresse.l oui t i .ui i sk-ep 
<lrpiiv .ition. poor diet .md limilo.l tune home NN uh iheu l.unihe--
1 11 us h.ippened on the t p sp .iUct ihe 1 eerier ) 

()i is Ihc NS in.ikmv; |>ioiiiis( s ilu v . am < u h.ivc no mteniK TI ' M UIcpiii--; 
It ,.u l.uuouovs . (onr.ul \N<'!C 10 hue ihe men liu- \S xsould nec-l I " opct.U. 
llu'so .U-<lK .ited ti.uns -.Ueiv . itU'V \N oui( I i i . iv. ' lo hiiv •veil > '»> 
l\M-niv one ot vshuh. .ai<'i s months oi (mpiov ineiii. .vouid !)c -.111 1 : 
Ih r losi would i o\( 1 ilu- < ondu( i< M ̂  ,issi'^nments >auI tlu i r •' < Mud ; u• lis. • 

I isu.il l.uluie r.ile 
\ i V ordin'4 to ihe is^uic- ol ihe N S < s \ lomi 1 .ihor Imp.u i 1 Muhii. .hev 

pl.,,1 10 I ic.ite l<)ne\N cn-uicoi po'-iuoii- . au 1 i (> 11 .uni nen po^un .n-.-v r; 
sp.ui ol three ve.us \ti( 1 ih icf \e.us ihev '.Mil sull h<' shori len UH'U. 
. Ueiei > vpi K lu i i \ » 

li Mkes j o o st.uis ,is <i ii.imman 10 <!U.ilitv ;oi ( ..ndiu Kus |-.o<.i !i i.ikes : ; 
m.-nihs in nam m.ui HMUI d.ii<- -1 hiir 'auil i . . - i ^ 1 K.\ i .•iiitu o .ai.l .;u.aili( •: 
,is ,ai 1 n<4me(a Now 1 n:.̂ nu cix iiu- - . .ui tu in ri»'i ^Mll ioinilv , <• .: '!Miir.: 
ju .[u.ililv on up 10 t '.o miio->>naii i<M<l and o j o nuU's ..1 !'.a( ix :!i<'\ Mil 
In. ;c,,uii(<l 10 l>e .lu.iliHoii on ilu- mam. .ill - .^ ond.uv a.u . al iiiousiiuu 
u-.u ks ,iii<l .til v.irds - n i i i r M ! 1 lu ' Moum n 10 iiu.itilv o n N . v 'ris< \ Iransii 

I Ueiei 10 A|)|)endi.\ i) i 



1 lu v v\ill need lo know e.x.u ilv liu' lot .luon ol e\t r\ mierlot km^. evcrv 
si54n.1l. everv' hoi ho.\ detet tor. evcj-v dr.i^^inu e(}uipment deiet tor. evcrv' 
( rossovcr. ev t-iA speed resirit tion. evcrv i usiomer switt h. overs' r(><ul 
t rossin^. evcrv t lose i k'araruc point .uul .ill t oiuiitions th.ii v\ ill elfet 1 the 
ino.eiiu'nt ot iheir train I'lu^v will net^l 10 know VNII.U lerritoi-v thev .TO to 
oper.ue on .uul w hat rules .ippiv to that terntorv Ihev inus; he kunili.ir v\ iih 
.ill V ,»rds, w ho < onirols the v .irds . uientilv .ill tiat ks v\ iihin the v .mis, ir.u k 
t .ip.it it\ . 1"K.\ e.\t t-pied irat k v\ iihm the vards ,uul .ill toulm^ points 
Ihev must kiu)w .ill the re((uiremenis ol proper lui/.irdous niaien.il handling 
.uul the prot f d v u f s ot hazardous matt riiil resptuise in t iise of leaks, spills 
or deiiiilrneiiis. 

I hev must he t.unili.u w ith .uul (omplv w ith .til I U.\ I <H onioiivc Inspet lion 
MMjiurements. iniii.ii l i rmm.il Ur.ike icsis, Uo.ui Hr.ike lesis ,uul Ir.msler 
liiake tests. Ihev must he tamili.ir with .ill ('((uipmeni resirk tions .uul 
pi'ot (Mlures lor h.uuilMi^ the tMiuipmeni. I hev v\ ill he responsihk' lor the 
s.iictv ol their ir.un. their ( rew memhers .uui ilu inseivcs. 

A loi ot resp< nsihilitv t(u .ui I n^ineer w ith ?(). _!<> or to vc.us e.vperient e, 
never miiul .1.1 I ii^iru'er onlv l . i m«,.iths in the indusirv We .ire UMihil ih.ii 
the NS vs ill iiA to expedite training*, st) t r(A\ s v\ ill he .iv<ulal)k' at a mut h 
e.uiier tiiiu" li.ime I he results o| sut h <in ende.ivor tould l)e (lisastrous. 
Seven i.u.ilities < in the I i'SP suu o the mt r^er. 

\noiher ^ <ilet\ t out ern v\e h.ive is inspet non ol u.ims. presentlv J si.u k 
p.u ks .1 d.iv oper.ue over the Tier ()ne tr.iin on^m.ites in south Ke.irnv .uul 
I )u ks up the rest i )t llie Ii .un .11 ( io\t( )n v .u i i 1 )eti )i e 1 iep.u tin^. 
1 ho ( t i lui tt.un V ,u( is 111 ( K )\tt »ti < It lei .uiiv iiuj; li< )m Hin^h. iiiiK m. 
11( IW ( vei Ihe lour ( . 11 nuai posiiu uis |)res('ntlv m .uu us 1 ( 1 OMOM ^ .u< i ) 
.ue 10 i)e alu.'lished i Ketta to .Vpptaidi.v ( 

r iu ' NS I)l,m ( .ill !< M u ir.ims in .uul < tut ot ( K) \ ion .1 < l.iv Wl l< > .uid ! I< >\v . u'c 
ihes( • u.iins <4( )m'4 i( > he insj H •( ted . is I (•( 11 lilt d hv ihc 1 K \ 

Vii' 'il let ( ()!!< I 1 u IS sii| )ci\ !si( )i 1 I 'res( : iiiv ihc "̂ 0111 hem i iei h.is ,1 1 )isin( i 
^upeimiendeni m I >m"4li.imion N ^ ,ind .1 h.imm.isier m ( .unpin il 11.ill N A 
Ihc s,ii( )ciinieiu icMi is lesponsihlc lo' ihc ciuiic Disiru i .uui li.uidlc^ lo( . i l 
issues ,uul iveiA (l.w iipci.nions iioiu I'.uv.̂ ! 1. union ii > Kuil.ilo 
1 he ii.unm.isici .11 ( . iipi x -11 11, ill i 1. iiu lies , ill |( n .li is^i ics . md c\ cr\ • 
• ipei.iiions iK im 1 '.in^h.imu >\] 10 ^ulleui .\ '•. 
The li .iiiun. isiei s position , a ( . u 1 iphcll l [. ill ;o i le , li x )lisi led. 
I Keler to .\ppendi\ < < 
VV ho IS '4011 u4 to (»\ CI ^ci• ilu• s,(le opei.UK M1 ' <[ c n'w s c.isi (il Piiii'^h.uuiot 1.' 
w h() IS .'4om.<4 lo suppiv i 1 ew s .It 1 '011 leiA IS , did < .uiipht'll 1 l.ill w ilh ilciv 
'•(juipnu ni. lictessarv U.i'^i^m'.; su|>plies -supplies nine l.ihle mseris 



1 h.ive. .mat hed .\ppetuUx .\. \\. .uul ( tor dot umentatu)n. 

lor .ill the reasons dcst ribed .U)ove. I do not suppon ihe .ipplk alum of the 
NS .md CSX to actjuire Conrail. I (iarA I. Brink. <k-t lare untk-r penalt\ ot 
penurv th.u the ftm-^oin^ is tnu- .uul torret t 
1 urthtT. 1 (t-riifv' that 1 .un (lu.ililit <l .uul .luthon/eti to file iliis vt̂ nlkMt 
statement. i:xct uied on < )t tol u r 17. P)')7 

.Sii iterelv . 
GARY J. BRINK appeard before me and 

^ swore t h a t the statement h e r e i n i s based 
upon h i s e d u c a t i o n , t r a i n i n g and e x p e r i 
ence i n the r a i l r o a d i n d u s t r y and as a 
union o f f i c e r . He f u r t h e r declared under 
p e n a l t i e s o f p e r j u r y t h a t the f o r e g o i n g 
statement i s t r u e and c o r r e c t . 

< I. UA ' l^nnk 

SWORN TO BEFORE WE THIS 17th 
DAY OF OCTOBER, 1997. 

CHERYL A. DCr.'.ANOWSKI 
Notary Public. Slate ot New Vorx 

Qualified in Erie Countv 
Mv C;Tmss;on E'Cites May c. j 1 
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routes ana NS Schedules will be improved cr developed to reflect single-iine services 

between facilities that are now served exclusively by either Conrail or NS. 

Automotive traffic to and from Detroit and the uuper Midwest wiil either operate 

direct to destination or will be marshaled at NS' Bellevue Yard near NS' planned 

Fostona. OH mixing center. Bellevue will assemble solid t'sins of multi-levels and/or 

parts, and will distribute blocks of empty auto parts cars. Ntw schedules are shown in 

Figure 12.3-16. 

Examples of particularly important new services follow. 

AUBVOI. AUBVDO. AUDOBV 

Three dedicated automotive trains will traverse the ^enn route between 

Bellevue. OH and northern New Jersey, "^^e cnly work perfonmed enroute for these 

trams v;iii be to setoff cr pickup automotive traffic blocks at Harnsburg for connection to 

ether automct;ve trains serving automotive facilities at 5altim,ore. NewarK and 

.'Wilmington. 

AU3VRH. AURHBV 

Automotive m.ultilevei ser\';ce iz the Ricgefieid Heignts Ramc ;n tne North Jersey 

Sharec .Assets Area v.,,. ce creviced tw cedicatea trains operatec fromi Bellevue via tr.e 

74 

142 



IMERHB, IMHBER. IMHBKCUP. IMKCHB 

NS v/ili serve the E-Rail intermoda! terminal in Nev;ark, NJ exclusively from the 

Penn Route. Ser^'ice will also be provided to Baltimore and Phiiaaelphia (Mornsville 

and Ameriport). The four new trains represent service to NS's intermoaai huD at 

Harnsbu.''g where block swapping and tram consolidation will occur. From Harnsburg 

long distance trains will be operated to and fromi Kansas City. 

IMNIDE and IMDENI 

Taking advantage of the aoublestack cleared Penn route and the doublestacK 

clearec Shenandoah ana Pieamont routes. NS will reroute its current Norfolk, VA. to 

Detroit. 1,11, stack trains via Hagerstown, MD. and Cleveland, OH. saving 200 miles and 

14 hou's versus the current route via Kncxville. TN. 

DSCGCX 1. DSCGCX.2. DSCXCG-1. DSCXCG-Z. IMCXSL and IMSLCX 

NS v;ill operate six m.termocal trams per cay m anc out of the Crcxtcn termi.'-.a;. 

-cur ct these trains, r.vo eacr, way cetween Chicago ana Croxton. .viil be ccuciestacn 

t.'ams anc the third pair berween Croxicn anc St. -cuis wiil be miixec conventional anc 

ccur'estack. The St. Louis trams wiil connect with Kansas City trains at Airime 

Tolecc;, OH, crovidinc -S-hour serv'ice cerwee- Nor.r-.ern New w'ersey ana Kansas 

90 
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F i g u r e 13 3-23 

Now or Chaiujed Intermodal Schedules 

Origin OoGtitioUon Troin ID 

D e p . ! f t 

O t l ^ i M 

Arrlva 

Dosdnafion 

Trnnnil 

Time 

l i i t«r(nediato Service 

and Connoct ions , 
J..— — 

A t l . i i i l . i 1 K.i i l 

—-r^—T^rTT* • . 

IMA I L U 1 Of).)!) 0 1130 1 30' 00 • Now serv ice lo L Ra i l l ep lac im j K e a m y 

A i i . i i i r i 1 H.ii l I M A i r i ? 2 ' .^ imi 1) 0.130 2 Now so i v i co to C K a i l n 'p l .n . ing K c a i n y 

I K.i i l 

(: r<ail 

A t l . i i i l a IMl r^Ai 1 OliOO 1) 1/00 1 30' 00" New se iv i ce to L Ka i l rep lac ing Kearny 
I K.i i l 

(: r<ail A l ia r i ta IMERAT-2 2000 0 0-130 2 32' 30 ' f l e w serv ice lo E Ra i l l op lac ing Kearny 

r K a i l l a d i s l i u r g IMnMIIB 0 330 0 1151 0 0 21" Connec t i ng se iv ice lo W e s l e r n ga teways f rom E-Ral l 

1 l . i K K . h i i f d t Ha i l iMHHrn J)700 0 1521 0 8' 20 - Connec t i ng se iv i ce I r o m W e s l e r n ga teways to E Ra i l 

-J-
( 111 .3(10 (, ox t tm DSCGCXJ 1900 0 2200^1 _ 20' 00" U o n b l e s l a t k se iv ice v ia S o i i l l i c i n Tiei lo C iox lon 

— J - . 

t . l O » t ( l l \ 

< .loioit i ) ' ! ( ;o ( ;x -2 0^00 0 or.oo 1 25' ()(>'• Doi ib les tac i i S I - IVK e v ia S o i i l l i c i n Tier to C iox ton 
— J - . 

t . l O » t ( l l \ C>l\(f.a<jo u y c x t : o 1 U'JO 0 1530 1 28' 00" Douh les lack se iv ice v ia Sou ihern Tier to Ch icago 

f l l l K .1(1') nscxcf} 7 01i)l) 11 u .1)0 1 27'00" Ooi ih les lack so iv i ce v i . l fJon lhe in Tier to Ch icago 

M I n d l ' , IMCX.SI . '1 111 (1 0 ) 1 4 3 b \ 4-1" New se iv i ce lo SI 1 ou is l i o i n Crox ton w i th connect ions lo Kansas Ci ty 

V • 1 1 . Mr 1 i , i . | i - n IMSM_;X UlOl) 11 /'2I)0_2 51 ' 00" New se iv i ce t i o i n St I oii ir. wiv' i connec l i ons f rom KC to C i o x l o n 

- 7 > ' 
1 l . i n r . l M i i i i f li-'.v ( K l e i n s IMl mh) 0̂ 1(11) (1 0100 2 4(>' o i r New se i v i ce via 1 01 Shenandoah Val ley lo t i le w i lh connect ions I rom 

f ' l t l sbu ig l i New Yo ik a m i (Mulai lelphia 

l l . ' W t ) | i < ' i m ' , ! l . i K i s t i i i l c j I M N O t i H 1700 0 1000 2 4G' 00" New se i v i ce via 1 01 Shenandoa l i Val ley fo i i l e w i lh connect ions lo 

New Y o i k Pht l ^ i le lph ia and r i l l s h i i t g h 

Ha l l i ino to tJcw t ) i l e a n s IMUl N<) O-IIMI 1) 0 5 0 0 2 50' 00" New se iv i ce I i o m H a l l i m o i e and no i i l h 

f Ji'w O i l c a n s [ i a l l i i i i o i e I M N O B l 00011) .1 1)152 2 52' 30" New se i v i ce l o Ha l l imo ie l i o m son lh 

Ut ' t 'o i t f l o d d l k IMUEfJI 0300 0 2330 1 44' 30" New s h o i t e i l ou le lor douh ies lack lo Nor fo lk 

rJni folk 1)1-1(1)11 IMNIDI '.^mo 1) 1500 2 42' 30" New s h o i l e i d m i M c s l a c k l o n l e to De t i o i l 

H.«ti".l)U(<i 1 a i i ' .as Oi ly I I P I M I I A I U ; U P ^ . ' l O I) 1030 2 45' 20" New seiv ico lioin Noilheastern lermin.->ls to U P - K C via Hari isburg hub 

Tolodo Kai isa- . City ' 1 IMjAI KCS j M\\> 0 0 / 2 / 1 20' 12" New se i v i ce l i o i i i ( )|IK> hut) lo BNSF al Kansas Ci ly 

Kansas (, i ly SI l ( i | . - ( ) i . IMKf Al Sf H ' l ' i a 1/30 1 25' 45" New i n n I h i o i i i j l i se i v i ce l i o i n N;> K C r a m p to Ai i l i i ie , H O hub 

Kansa ' , ( i i . 

K a i r 

i • 1. I.I 

1 1 l l l l ' . l l l l K l 

IMHCAI 

I M K C I I U 

.' M ' l 11 

O..Mill 0 

1)130 1 

2302 1 

25' 45" 

44' 02" 

Now serv ice I m m N'.J KC l a m p to Ai t l ine, (111 lui t i 

New se iv i ce l i o m N S KC i . in ip lo eas tern h i i l ; 
. . . . .1 M - . 



IMERHB. IMHBER. IMHBKCUP. IMKCHB 

NS v/ill serve the E-Rail inte.mnudal te.-'m'na^ in Newai-k. NJ exclusively from the 

Penn Foute. Service will also be provided to Baltimore and Philadelphia (Mornsville 

and Ame'iport) The four new trains represent ser,/ice to NS's intermodal hue at 

Harnsburg vhere blocK swapping and tram consolidaticr. v;ill occur. From HamsDurg 

long distance trains will be operated to and from Kansas C ty 

IMNIDE a;.d IMDENI 

Taking advantage of the doublestack cleared Penn route and the doublestacK 

ciearec Shenanaoan ana Pieamont routes. NS will r.-^route its cu-rent Norfolk, VA. to 

Detroit. Ml. stack trains via Hagerstown, WD. and Cleveland, OH. saving 200 miles and 

14 hours versus tne current route via Kncxville. TN, 

DSCGCX-1. D!^CGCX-2. DSCXCG-1. DSCXCG-2. IMCXSL and IMSLCX 

NS will cpe'-ate six m.termoaa! trams per cay m anc out of th>? Croxtcn termmai. 

-our z: f.ese trams, two eacr, v.ay cer.veen 3hicagc anc 3roxton. .viii be ccuciestac.-; 

trams anc t:',e third pair cotvveen Croxtcn anc St. _cu:s wiil be mixec conventional anc 

couclestacK. "he St. Louis trains-, wiii ccn-ect .vith Kansas CiW trams at .-.irime 

Tciecc;. CH, providing ~8-hour ser-ice cerwee". Nonnern New .ersey anc Kansas 

3itv. 

90 

156 ^ 
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New or Chaiiqed Aiitornofivo Scliodiiles 

— 
D'/part Artivo Trannil Intortnodlate Snrvlco 

Origin Dostlnaticn Train ID Oridin Pc9Unatl(>t|i Time anti Connections , 

Oak I'-.lnnd 

nplloviie 

RMl(|p|ipld Ml^ 

lU' lIfvl lO 

Ooipmus ML 

Ririqefiold ML 

BfllPVlIf! 

jO,t jnyoi_ 

AUnVRH 

024f, 0 OfiOO 1 20' IT)" Tail?? SPivico lioiit Hrllovui' liiit) lo M p | i K : t i ^ i j j n ^ i n d p n J ^ 

0345 0 0530-1 25'45" M l ^ v i r o Ma SOJJU^^ 

AiJRHDV OOUU 0 1200 1 

()oif?rnus Ml 

Ot'leviie 
Bcllevno Atlanta 

Allaiila 

nii infiamAulo Oakwood 

AUBVOO 

AUDOBV 
AbA lBV 

1430 0 2045-1 

0100-0 0253-1 

20' OO' r inply pail", ami ^^'^^g£l^t'Jm^<JJnd{•l^ aiul Mptochpn lo Bgl'pvoej;^ 

30 15" tipdicalod ML spf \ icphiv i i Rellej/iie tujt^ lo ^̂ ^̂ ^ _ 

25' 53" f^oUiin Pinpty seivice l iom Doionnis to npllcvoo 
'OedicAlpd seivice Uom Atlanta to Bellevnp Inib 

Oakwood AUATOA 

AtlBROA 

2100 0 03 0-2 30 'OO;^ 
0940 2 3(V It)" npdicalodaiitop£iviy'>lininAtjanta |(> l)^^^ 

0422-1 9' 22" Dpdiratpd avik) sprvire Ij^^iu Chicacio^to 12^1^" 

cn Oakwood AUOABR 

Bpllpviie 

IIPUPVIIP 

BPIICVUP 

AUDVAT 

Bollevue 

Biirnharn Aulo 

Atlanta 

Kansas Cily ^Fi__AIJBVKCSP 

Kansas Cily U J ^ U ^ C U f ^ 

Sidney, IL UP AUBVSIUf 

21.10 0_ 

1P0^0_ 

0400 0 

2325 0 

1330-0 10" 30" l)eriica;"d auto servtee fiom OHm^^ 

0500 2 29" 35" l)edica>od auto gervico Irom Bellg'^vie to Atlanta 

0100 0 0454-1 

2100-0 2345-1 

1600-0 0G43-1 

d' 54" Ml nin Ihioiiqh liom HPIIO^VIIP to KCSP_ 

27'54" UP Ml lun Ihomgji^^miijne^levi^iP^ 

15'43 ' New UP l/C via Sidney, II 

Kansas Cily SP Hc!!r> ue^ 
AUKCBV-L'P 2000 0 0219-2 _ ^ 9 M r ^ _ New_SP inn I h ^ 

Kansrs City UP Bellevue AUKCBVIJP 0000 0 1319 1 

Kansas City SF Detioil 

] ) ^ i o i t Kr.nsas City SF AUOAKC-SI 

AUKCOA-Sf- 0200 0 073fl-1 2fr 

1(100 0 0002-2 

20' 19 " Now LIP run through service to npllevue|uib 

New Sf run Ihiough service to Delroit 

New run Ihiouqh st.ivice to KC SF-

Detioil Atlanta 

Sidney UP Bellevue 

AUOAEP 

AUSIBV-UP 

1C51-0 0413-2 35" 22" [1edicnte(ljTiilo_semceJron ^ 

f^lpflinq 

M I ' .iisBN 

SI lotiis BN 

StRfling 

A l ' o i S l BN 

AUSLSIBN 

0730 0 2'(02-0 1'''32" Now l/C spiyice willi UP via Sidney 

230O 0 0127-0 27'27" New Chiysler pails liain spfvice 

2300 0 0015 2 24' 15" npl i i in ' " ' h i ys le i parts cars lo L)plroil 
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New General Manifest Scliodiiles 

o 

— —— Depart Artiue r Traoilt InUrmedId} Service 

O f i o i n D o s l i n a l l c n Train ID O i k j i n DesifnallonI Time and Con':ecllons 
_ u , l i ^ 

t i r u * . ' I I M ] U. iK l-j l. in<l G M I lUI l)21>1 0 Ut j30 1 2 / ' 39" New/ seiv ice via N I ;C lo Ba l l imo ie , Philadelphi. i and Oak Island 

( )ak Ir l . ini t I i nwood (;MOII 1 2 no 0414 30 ' 4 4 " New seivice via N L C to Bal l in io ie , Pii i lad(' l |)| i ia a ' ld Oak Island 

1 I M M I I ( l ' , l , i n d f^r. î 1 f)i U)3l) 0 1905 1 32 ' 2 5 " Bypass seivit e l io i i t Ch icago lo N e w Jeisey 

H i i l l . i l o Oak Island GMoroi 0700 0 0 5 4 5 1 22 ' 4 5 " S o u l h e m l i e i F i e i g l i l Service 

C a k I r l . ind nnt la lo GMOinf 0730 0 0 6 1 5 1 22 ' 45 " Southern l i c t F ie ight Service 

Al lentowi i Kiioxvil le ( ;MA i KX 1530 0 0035-2 33 ' 0 5 " 1 o n g dislaiK 0 l)ypass l ia in v.i lh Macon block via Shenandoah Coir ldor 

l ' , l l l l « V i l l t ' Al lcn lown G M K X C A L 1730 0 0 2 0 0 2 32 ' 3 i r 1 u n g dis la iu e l>ypass t ia in w i lh l) locks I io in Bi i in inghatn and Chat tanooga 

f 1 W . i y n e l o l ono IC ( j M I W I O j C 1 /OO 0 0 0 5 0 1 06 ' BO  N e w i i i n l l i i ongh seivice wi th tC ovei 1 o lo i io 
. . i 

1 olono K ; I t W a ^ n e G M 1 0 l _ W I C _ OtKKI 0 1500 0 OS' 0 0 " New i i i n l l i i o u g h seivice wi lh IC over Tolono 

; 1 w . i y n e Sidney I I I ' cm wsiiii' 0130 0 0B30 0 8' otr' N e w i i i n I h i ough aeivice w i lh D P via Sidney, IL 
_ . _. .-Z .-

Sidney n i ' 

i . - — 1 

n W a y n e G M S i r W UP 0900 0 1740 0 7' 40 " New i i i n l l iK i i igh seivice w i lh LIP via Sidney, I I . 

( onw. iv Sidney GMPISI UP 1200 0 OBOO 1 2 V 0 0 " New l iypass n i n t h i ough w i lh U P via Sidney, U 

Si ' lney t i l ' 

J 

1 i ' i ! W , - i y (^Ms imi r 0000 0 0024 1 17' 24 - New |i^£)asr, i nn Ih ionyh wi lh U P via Sidney, II. 

1 Ikh.i it M. icon GML l MA KiOO 0 0 3 0 0 2 35 ' 0 0 " Bypass lomj dis lance t iain 

Mac on Flkhai t G M M A r i 0730 0 1820 1 34' 5 0 " Bypass long distance t ia in 

Ho-inoKe l ) ; i l l i n i o i e GMHCHtl 1432 0 0354 1 13' 22 " New seivu e via NE(^ 

H . i l t i m n i e Ro. inoke GMOl R O 0300 0 1002 0 13' 0 2 " N e w seivice via NEC 

t h i l l . i r n M M i . i C o l i i n i h d s G ^ 1 C H 0 l £ l> . I I I ! 0 0934 1 17' 34 • Bypass l o n j distance train 

< h . i l t . i i u u H i . i l - l k t i .H t GMcnri 2.'1H) 0 2211 1 24 ' 1 1 " Bypass long distance l ia in 
l i 

1 I k l l . l t t ClKi l t . inoot[a ( jM t I CM 0030 0 0734 1 22 ' 0 4 " I o n y dislance hypass tram wi th b locks for B i im lngham and Chat tanooga 

1 Di ivv . iy DecaUii^U G M C W ; ' 1000 0 0 2 0 0 1 1 7 ' 0 ( r 1 DiKj distaiK 0 bypass l ia ln w i lh blocks lo i UP and BNSF 

Decni i i r C o n w a y ( 5 M 0 L P I 230U 0 0212-2 26' 12" 1 o n g dis lance by()ass l ia in w i lh blocks I ion i U P and BNSF 

D e c a l i i i 11 l i . i t l e ^ N U ( j M O f K C t l P 2200 0 0 9 0 0 1 1 1 ' 0 0 " R u n (h((>iu)l> w i lh UP to N Platte. NB 

'.1 1 •. l l . i r .-.̂  ' (->MSI K r SI 2200 0 1100 1 13' 0 0 " f^un Ih iough wi lh SF with I t locks to Ba is tow 

K . i n s . r . 1 ily 1 IP 1 i i , i l i i i _ 11 G M K r i U : UP I .IOO 0 015(1 1 13T)(r" R u n Ihn i in j l i I i om UP with bloc ks lo i Conway 

(• , i f c , . . ' . 1 i ! / : 1 1 '.-i . ( t i l l , II 1 .Ml- ( 1 1 SI l . ' i l i l (1 i i i . n 1 _ 13' 33 " Run l l i io ; i i | l i I i o in SI wi lh l i locks lot Conway 



GMELOl 

This train will operate between Elkhart, IN and Oak Islana. NJ, on a rlaiiy 32-hour 

schedule bypassing intermediate terminals at Toledo or Bellevue, OH, and Pittsburgh. 

GMOILI and GMLIOI 

These new trains cetween Oak Island and Linwood provide intermediate service 

to Philadelphia. Wilmington and Baltimore. Transit time for these trains will be 30 

hours. These trains will break-do;\ the interchange and rate barners :-it the Potom.ac 

River that ha\'e preventea ine free flow cf general freight traffic along the Eastern 

seaooard for the last 20 years. 

GMBFOI. GMOISF 

These General Merchandise trains v;il! c.-ierate between Buffalo and Oak Islanc. 

They will al?o carr^' blocks to and '̂-̂ rr. the CPRS at Binghamtcn. .As traffic grows, new 

trains v.ill be established tc run thr'-ucn tc tne CPRS. 

GMSLKC. GMKCDESF 

This General Mercnandise t-am service to the BNSF at Kansas City will inciuce 

"9'.v sePv'ice f'cm Decatur.IL. and St, '_ouis. MO. to Barstow. CA. BIOCKS built at Detrcrt. 

Decatur and St. Lcuis wiil be loiriso at Mobe.ny. MO, thus buiiding a full Barstov; train for 

the BNSF. 

GMDEKC'JP. GMKCDEUP 

"These reners' Mercnancise fams renveen Decatur --nd Nonh Piane. NE. .viii 

car- Nonn Platte C;OCKS mace at Cwnway, Detroit. K r t c x e 3na Eiknan, ;t is 

excc:t:-: t,"3t t^e L P v.iii tunc similar eastbouna blocks. 
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ber̂ veer'. CP and NS as noted above and in the Plan. 

IM.ALKCSF, rNfKC.-\LSF intem;odaI serMce to the .BNSF at Kansas City wiii be prouded 

by a pair of trains originating and terminating at the ,\irline. OH iToiedo) hub, .At .\iriine. 

connect'cns will be made tor New Jersey, New England. Baltimore and Buifalo 

INIHBKCLT wiil be the u;termodaI serMce to and from the Union Pacinc \-;a Kansas City 

oneinating at Hanr.sburg, P.'̂  and operating v.a the Toledo (.\irline) hub to *C?-nsas City, with a 

transit time of 45 hours. 

IMATEK-: EMATER-:. IMER.-\T-1. rN{ER-\T-2. IMBLNO. and IMNOBL wnii corj.'̂ c: 

the Nonheast and Southeast NS currently operates rwo inte;'modal tram? daily between Atlanta 

and NewarK These new sched'uies will cnginate and terrrunate t. zr- 2'S's expanded E-Raii 

faculties Transit time from the E-Raii faciiit>" to Atlanta will average 32 hours The crams will 

handle conventional intermodal and doublestack traSc and will be routed Ma the Lehigh Line 

(Until such time as clearance improvements are made, these trains will operate '.ta the Trenton 

Line ) Connections to Jacksonsille and Miami wiil be made in Atljjita, 

DSCGCX-1 DSCGCX-:. DSC? CG-: DSCXCG-1, DSCXCG-2. DvICXSL. r^!SLCX 

are 'erresentative cf r.ew schedules NS .̂ 11 operate as through ser."tce frcrr. Cincago '.ta the 

Soutr.err. Tier Route from Bunalo to Croxton. NJ Six imermodal trains a day wiil be cperatec :r. 

anc cut ^ f the Croxton terminal Four cf these trains wiil be doublestack, and the third pair 

between Croxton and St Louis vuil hancle bet.-. douciestaCK and ccnver.ticr.a. .-.te.Tnccai t::~.: 

- i t L;u:s t:a:.is w~;i! ;:""e;t '.N̂ th .he rCan̂ ai Cif.' t-:̂ ns z: tne i oiedc \. 

prcv.cing 4S-hour ser\".ce tretween Northern .""-'e'̂  j::rse\ a.ta Kansas Cir.". .' 

•ccKec ::r ".veste.-' ccr.-.e;:;jr.s 

30 
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exciusiveiy-served NS facilities at Croxton and E-Raii in the Newark area. NS will also have 

direct access to the Pon Newark area and to the .•\PL imermoda! facility at South Keamv 

I.mponamly for ntermodal operatious, the Operating Plan contemplates the upgrading of 

Conraii's Southern TLv line between Buffalo. NT and Croxton. NJ as a principal anery for 

double stack service moving between West Coast points, the Chicago gateway, and the Eastern 

Seaboard. 

Some of the important intermodal services are discussed below. 

IMERHB. IMHBER. INfflBKCTT. and IMKCHB are im.ponant new examples of ser\ice 

to and S-om the expanded E-Rail intermodal terminal in NewarL NJ These four new trains art 

r\-pical of ser\ice that wil' be handled over NS's new mtermodal hub at Ruthenord. PA near 

Harnsb'urg, where block exchange and train consolidation will occur From. Harr.sbure, Ions 

distance trains will be operated to and from the Kansas C'.x\- gateway and beyond. 

The IMBLNO and IMNOBL trains are new ser.-ice offerj-.g'", \-ia the Piedmont Route 

between Baltimore and New Orleans, uith trar.jit time of 50 hours. These imponant new-

schedules will offer mte.Tnediate service to Greensoorc. Charione. .\C and GreenMile. SO 

D.tHBNO FN̂ NOHB are nev.- inte.-rr.ocal trains \-^ the Shenandoah route, which wiil 

onctnate cr terminate tne consolidation nu: at K.tnertcr. The trams wi"; handle tramc t̂ om 

the New Jersey. ?\z:̂ z-.zzzi anc Baltimore areas Service will be prcMded for both conventional 

•.ntenr.oca: traff.c and doublestack between the points namcj on the one ha id. anc Knoxviiie. 

.Me.mrlms. Hunts\iIIe. BinTiincham.. .New Orleans. ;n NS .Jic Dail-is ".la connect"on uith the .KCS 

at .Menc:an. .MS Transit time between Harr.sburo anc New O.'-leans -Aiil be 46 ho"urs 

IMBFEN anc I>!BN'BF will hancle intermodal trair.c ret'.vee:. .Buifalo anc Bincha:r-:on. 

:or„nc;::no to CP a; Bmonamton New .<er,-;ce New .̂ ngianc points \\iii also be otTerec o'.er 

ir.r bzzT:.:. :\\ a? tratf.c grou s :n con:unct;on -.xith the haulage agreem.ent executed 
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Ab'BMlH a..d ALUHBV wii! be important new automotive multilevel trains operated 

from Bcl-.evue to the Ridgetield Heights, NJ ramp on a dedicatee basis via the Southern Tier 

AUATBV AUATOA. AU3\'AT and AI 'OAAT %vill handle automotive traffic on a 

dedicated bans from the upper Midwest \ia Bellevue, OH to .Atlanta, These trams will handle 

both automotive pans and muitileveis in t^ch direction, eliminating mterchance and classification 

•.telays, thereby improving service reiiabiiitvv Trains will be operated from Bellevue on an averac? 

30-hour schedule, and torn Detroit to Atlan.a with an average transit time of 35 hours. 

Depending on the traSc i. volved, transit time savings will vary from one to three days. 

AUO.AKC:-T md .M'KCO.\S? will represent imponant new automotive services to 

BNSF Ma the Kansas City gateway, operated directly to and from Oak-wood Yard m Detroit Ma 

Decatur. 

.AL-BN KTSP ar.d VCB\'KCLT. ALKCBVSP. ALlCCB\T-p uiii handle automouve 

traffic for Union Pacific cn ? schedule irom BelicMje to interchange at Kansas Cirv of under 30 

hours. Similar])", ALIU'SIUT, and AUSIB\XT wiU handle consolidated untermodal and 

automotive trams '•• t̂wê n Bellevue and the new LT interchange at Sidney on a 15-hour averaee 

schedule from Bellevje. and a 12-ho"ur a\erage se.'vice c-om the Toledo i.Airline) hub for 

:a: trarn; 

3. The Coal Network 

The principal change in the coal network operations is the elimmaticn cf circuity for oca 

tratr;; or.ginatmg at Conrail mines m West N'irgirua Tliis traiSc must now move oy Conraii's 

West \':rgima"5 secondarv to Coiumi-'us. OH and then east over Conrail".. mainline 'c Ha.T:srur: 

?.\ !or trafr J m.OMng to points generall) no.tn anc east cf Hamsburc. 

The Plan moves thas traffic '--.3 Deepwater and Elmore, W\' to RoanoKe. N'.A. 
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routes ana NS Schecuios will be improved cr deveiooed to reflect single-line services 

between facilities that are now served exclusively by either Conraii or NS. 

Automotive traffic to and from Detroit and the upper Midv-̂ est will either operate 

direct to destmation or will be marshaled at NS' Bellevue Vara near NS' planned 

Foster,a, OH mixing center. Bellevue v;ill assemble solid trams of multi-levels and/or 

parts, and will distribute blocks of empty auto parts cars. New schedules are shown in 

Figure 13.3-16. 

ExampI iS cf particularly important new ser/ices follow. 

AUBVOI. AUBVDO. AUDOBV 

Three dedicated automotive trains will traverse the °enn route betv;een 

Bellevue. OH and northern New Jersey. The only work certorr-ied enroute for these 

fams wiil be to setoff cr pickup automotive trrifrlc olocks at Harnsburg for connection to 

other automotive trams serv'inc autcmoti*'e facilities at Baltirr.cre. NewarK and 

'/yilmmgtcn. 

AU3VRH. AURHBV 

Automotive multilevel service tc the Riccerleia Heights Ra~c m, the North Jersey 

Zr,z:ez .Assets .Area v;iil be prcvicea cy ceaicaiec t.-ains cperatec from Bellevue via t.ne 

Southern Tier. 

74 
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CufT»nt Location 
uYNCHHURG 
MACCN 
MACCN 

MANASSAS 
MERID1A.N 
MERIDIAN 
MERIDIAN 
MOBERLY 
MOBERLY 
MOBERLY 
MONTGOMERY 
NASHVILLE 
NEW CASTLE 
OAKDALE 
OAKISLAND 
PENSACCLA 
PERU 
PERU 
PERU 
PHILADELPHIA 
PHILADELPHIA YARD 
PORT READING 
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PORTSMOUTH 
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PTJERVIS 
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"•'^AilEiGH 
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•^OA^JOKE 
SELKIRK RCAD E,StST 
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SHE-i^FiELD 
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SHENNANDOAH 
SHENNANDCAH 
ST THOMAS 
ST THOMAS 
TOLEDO 
VALDOSTA 
VALDOSTA 
WASHINGTCN 
.VILLARD 

PA 
TN 
NJ 
FL 
IN 
IN 
IN 

LABOR IMPACT EXHIBIT 

EFFECTS O.,' APPUCAM CARRIERS" EMPLOYEES* 
49CFR 1180.6(a)(2)(v) 

BaMa on 1996^97 heao c o u n t " 
(Applicant earners) 

Jobs 
Classifleaoon " Trar^stgrrgq To 

VA EnQineers 
GA Engineers 
GA Eno ' " * * ' ' 
GA Engineers 
VA Engineers 
MS Engineers 
MS Engineers 
MS Engineers 
MO Engineers 
MO Engineers 
MO Engineers 
AL Engineers 
TN Engineers 

Engineers 
Elngineers 
Engjieers 
Engineers 
En^ffie-is 
Engineers 
Engir.eers 

PA Engineers 
PA Engineers 
NJ Engineers 
OH Engineers 
OH Engineers 
OH Engineers 

IN Engineers 
NY Engineers 
NY Engineers 
NY Engineers 
NC Engineers 
PA Engineers 
VA Engineers 
VA Engineers 
VA Engineers 
NY Engineers 
AL Engneers 
AL Engineers 
VA Engineers 
VA Engineers 
VA Engineers 
ONT Engineers 
ONT Engineers 
OH Engineers 
GA Engineers 
GA Engineers 
IN Engineers 
OH Engineers 

Jobs 
•boiisheti 

Jobs 
ar*<3 '"ear 
3 2 
4 1 
6 2 
2 3 
1 1 
3 1 

e 2 
2 3 

1 
10 2 
3 3 

1 
1 

c 1 
4 1 

a 1 
3 1 
4 1 
7 2 
2 3 

1 
1 1 
1 1 
1 1 

•̂  
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1 3 
2 1 

1 
1 
1 
2 
3 
1 
1 
1 
1 
2 
3 
1 
2 
1 
\ 
2 

i 

242 429 
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LABOR IMPACT EXHIBIT 

Current Location 
wVORCESTER 

ABRAMS 
ALBANY 
ALIQUIPPA 
ALLENTOWN 
ALTOONA 
ATLANTA 
ATLANTA 
ATLANTA 
ATLANTA 
BETHLEHEM 
BOSTON 
CAMPPELL HALi. 

CANTON 
CHATTANOOGA 
CHICAGO 
CLEVELAND 
CLEVELAND 
COLUMBUS 
COLUMBUS 
COLUMBUS 
COLUMBUS 
CONWAY PA 
DEARBORN 
DEARBORN 
DEARBORN 
E ST LOUIS 
EASTON 
EDISON 
ELKHART 
ELMIRA 

TFTOt=A 
ENOLA 
ENOLA 
ENOLA 
GREENFIELD 
GREENTREE 
KAV^MCND 
KARRISEURG 
HARRISEURG 
HOUSTON 
HOUSTON 
HUNTINGDON 
HUNTINGTON 
'NDIANAPOUS 
JACKSONVILLE 
JUNIATA 
LANSING 

EFFECTS ON APPUCANT CARRJERS' EMPLOYEES* 
49CFR 1180 6(aH2)(v) 

Based on 1996197 head c o u n t " 
(Applicant earners) 

MA 

PA 
NY 
PA 
PA 
PA 
GA 
GA 
GA 
GA 
PA 
MA 

Classification 
Maintenance of Way 

Nonagreement 
Nonagreement 
Nonagrtement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
NjiTiagreement 
Nonagreement 
Nonaoreerr ent 

Jobs 
Transferred To 

95 

Jobs Jobs 
Abolished Created Year 

19 2 
U A 0 

RoanoKe VA 

21 Altocna, PA 

NY Nonagreement 
7371 ~ 
r-H 
TN 
IL 
OH 
OH 
OH 
OH 
OH 
OH 
PA 
Ml 
Ml 
Ml 
iL 
PA 
NJ 
IN 
NY 
PA 
PA 
PA 
PA 
IN 
PA 
IN 
PA 
PA 
TX 
TX 
PA 
WV 
IN 
FL 
PA 
IL 

Nonagreem.ent 
Nonanreement 
Noruiareement 
Nonagreement 
Nonagreement 
Noriagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreemem 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreemem 
.Nor«greemerrt 
Nonagreemem 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 
Nonagreement 

Attanta. GA 
Philaoeipma. FA 

.Atlanta. GA 
Jactcsonviiie, F'. 

13 be aetermineo 

ASanta 'OA 

ABama. GA 

L . ^3 

1 
1 
s 

10 

— 5 -1 
1 
17 
1 
1 
2 
1 

1 
.14 

5 
6 
1 
3 
1 
2 

16 
1 
8 

4 
1 
4 

2 
3 
3 

4 

4 
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LABOR IMPACT EXHIBIT 

Current Locanon 
BIRMINGHAM 
BLUEFiELD 
BLUEF'ELD 
BLUEFIELD 
BRUNSWICK 
BUFFALO 
BUFFALO LINES E&W 
BURNS HARBOR 
CHARLESTON 
CHICAGO 
CINCINNATI 
CLEVELAND 
CLE'vE'JVND 
CCLUMB'A 
COLUMBUS 
COLUMBUS 
CCNNEAUT 
CONWAY 
CORNING 
CORNING 
CORNING 
CRESTLINE 
CREWE 
CREWE 
CREWE 
CUMEE.RLAND 
DANVILLE 
DAN"V'.LL£ 
DAN'/ILLE 
OECA"I'L'R 
OEC.^T•t.R 
DECAT'i-'H 
DETROIT 
DETROIT ^ARDI 
ELKHART VJEST^ 
ELMORE 
ELMCRE 
ENOLA 
ETOWArt 
EVAKSV, _£ 
EVAJ4SV.L.E 
f^AJRLANE 

'WAYNE 
FT WAYNE 
FT WAYNE 
GRAND RAF'DS 
GREENVILLE 
GREENVILLE 
GREENV^LLE 

, GREE.VWICH 
HAGERSTOWN 

EFFECTS ON APPUCANT CARRIERS' EMPLOYEES* 
49CFR 1180.6(a|(21(v) 

Based on 1996/97 head c o u n t " 
(Applicant earners) 

Jobs 

AL 
WV 
WV 
WV 
GA 
NY 
NY 
IN 
SO 
IL 
OH 
OH 
OH 
SC 
GA 
OH 
OH 
PA 

Classification 
Trainmen 
Trainmen 
Trainmen 
Trainmen 
Trainmen 
Trainmen 
Trainmen 
Tr4?>rTien 
Trainmen 
Trainmen 
Trainmen 
Trainmen 
•^rainmen 
Trainmen 
Trainmen 
Trainmen 
Trainmen 
Trainmen 

Transferred To 
Jobs 

Abolished 

NY Trainmen 
NY Trainmen 
NY Trainmen 
OH 
VA 
VA 
VA 
MD 
IL 
IL 
KY 
:L 

iL 
'L 
Mi 
Ml 
IN 
WV 
vy/v 
PA 
TN 
IN 
iN 
OH 
IN 
IN 
iN 
Ml 
SC 
SC 
SC 
PA 
MO 

Trainmen 
Trainmen 
Trainmen 
Trainmen 
Trainmen 
Trainmen 
Traffimen 
Trainmen 
Trainmen 
Trainmen 
Trainmen 
'rammen 
Trainmen 
Trainmen 
'rainmen 
'rainmen 
'rainmen 
'ramnnf n 
'rammen 
'rammen 
'rainmen 
'rainmen 
'rammen 
'rainmen 
'-ammen 
'rammen 
'rammen 
Trammen 
Tramm.en 
'rammen 

2 Chicago. iL 

8 .Villaro. OH 

10 Buffalo. NY 

15 
26 

9 
10 

"44 Willara. OH 

"erre r 'ax* N 
'erre r^aute i.N 

erre ^-a.-.s 
"erre ra^-.e 

,N 
•N 

1 
2 
1 
1 
15 
17 

Jobs 
:reated '^ear 

1 
1 
2 
3 
1 
1 
1 
1 
1 
1 
1 
1 
4 

1 
1 
1 
1 
1 

4 1 
8 2 . 
3 3 

2 1 
4 2 
1 3 
10 1 

2 
3 
1 

17 1 
27 2 
11 3 
28 1 

10 1 
1 

1 1 
2 2 

1 

3 1 
2 
3 

5 1 

8 2 
3 
1 
1 

3 2 
• 1 3 

8 1 
1 
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LABOR IMPACT EXHIBIT 

j APPUCANT CARRIERS' EMPLOYEES* 
48CFR 1180.6(a)t2)(v) 

ised on 1996/97 head c o u n t " 
(Applicant earners! 

Jobs 
3tlon ' Transferred To 

Jobs 
Abollsried 

Jobs 
Created 

4 
3 
8 
13 

Vear 

1 
2 
3 
1 
1 
2 
3 
1 
1 
1 
1 

n 
n 
n 
n 
n 
•n 
•n 
•n 
!n 
rn 
!n 
!n 
;n 
5n 

3 
4 
6 
2 
1 
3 
6 
2 
6 
10 
4 

22 
3 
4 

1 
2 
3 
1 
1 
2 
3 
4 

2 
3 
1 
1 

en 
en 
en 
en 
en 
en 
•er. 
-en 
•en 
len 
•;en 
len 
len 
nen 
nen 
ner 
nen 
nen 
•nen 

2 
3 
1 
2 

8 
12 
4 
14 

1 
1 
2 
3 
1 
1 
1 
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k 1̂  American Train Dispatchers Department 
/ \ Brotherhood of Locomotive Engineers 

AF- C:C ana RLE.-i 

. . . • t a t e 'ha 
^ a s s i z C i r c l e 

L ? u f f a l o , ".'ew York 

o ' hi , ' 

in . f - i z . 

,. 1 1 on 
. ; e L r G s e n ' 

'A I n a 1D p 1 i c > -

'.i l i k e 

i-:x i 1 

• i n e s a a y , 
jr:-: una v o u r rea/zesz f o r 

!' f? S O P. t .1 t '. ".' - ,5 — •'•.•• 

-tzr.zer .:. : ,-. - r ; 
"Berber ' r e r i can 
: • • : • vork 

.: r : ; , , ' ; ',• "i esc r : bes 

i s r c . 

rem ^h 
; J .. 1 r c 

^ f " ^ 1 . 

Reoresentina na/' Z-arfic Conveners 

- • i r : e 3 . S,A 



The average y e a r l y wage f o r a t r a i n d i s p a t c h e r i s S46,300. 
M a l t i p l i e d by "̂4 i s 54,399,200 of y e a r l y income t h a t ".'ew 
York State w i l l l o s e . This r e f l e c t s mly the c^ispatchers 
and does not inc l u d e the 10 s a l a r i e d mancgement position?^ 
t h a t are associated w i t h the d i s p a t c h e r s , che 20 c l e r i c a l 
•Bnd :0 a n i t o r i a l / b u i l d i n g maintenance workers -hat •." I l be 
d i r e c t l y a f f e c t e d . '.̂ ocs \'ow ":"ork .State wish t o e x i l e 
approximately 5 m i l l i o n dolla.'s of t a x a b l e income y e a r l y -.o 
F l o r i d a and Pennsylvania? Pl«ase note t h a t these p o s i t i o n s 
would be yone completely from ".'ew York, they w i l l not be 
able to f i l l these p o s i t i o n s -rom the ranks of the 
unemployed. They're -jone c o n p l e t e l y . 

I'hore i r o .severe rami f i cat 
t r a i n i n g and m a i n t a i n i n g q 
p h y s i c a l c h a r a c t e r i s t i c s ^ 
t e r r i t o r i e s from remote d i 
t h a t these companies h.ave 
r u l e s ':c .abide bv, u n l i k e 
norttierr^. r a i l r o a d s . ' 
scr'.Uiiry from the •"R,\ .t • 
w i t h .safety, hours of .serv 
accidents which .ire becomi 
o f f i c e s . 

lo.Ts i e g a r d i r i , j s a f e t y , experience, 
Uc 1 i f i c a t i o n s (road t r i p s f o r 
associated t c c o n t r o l l i n g 
spatching c e n t e r s . Mot to mention 
t h o i r own, i n d i v i d u a l , book of 
•-;OR.̂C t h a t p r e s e n t l y cover the 
z:\ .nd •.'nion P a c i f i c re under 
hi;; moment, r e l ^ . t i n g 'o problems 
ice '.' i o 1 a t i o n s , and t r a m 
na ibundant i n '-.hese c o n s o l i d a t e d 

I bel 
po 1 i *" 
.joi :, ; 
ana 
and : 
Boa; : 

ieve t h a t N'ew York :"tate 
i r i a n s , business l e a d e r r 

come to roa . • :•,< 
: •' •. one w i n 1 j i tr: 

;:prova I pushed 
. , - '"lO-

h O S p 1 : 

bei ng 

; t a c !• 

over nor Patr. k i , md the 
,-ind comni'anity " .'aders are 

• 'rm " r a i l r o a d e d ' a f t e r the -̂ SX 
• ,:ng them to get t h e i r support 

•.e :5urfacG "Trani-portat i on 
in t age paperwor ; • leaves .i 

-on / : • • : : ,' : ; costs 

': a k e 
. m r. 

U 

;er- : t n e r n 

St'.: 

•-ng 

'hi 1 i. 
1, T* r> ^ 

P h L i i p R-
and swore 
hero i n i s 
t r a i n i n q 
r a 1 I r o a d 
o l f i c c r . 
the p e n a l t i o 

Houlc appeared be f o r e me 
t h a t the statement f i l e d 
bas(^d upon h i s education 

and o.xperiencc i n the 
i n d u s t r y and as a union 
He f u r t h e r d eclared unde 

s of per-jury t h a t the 
foreqoinq i s true and c o r r e c t . 

Swo::n t o betor<^ me t h i s 
day o f Septcmbc?r, 1997. 

29 th 

CHERYL A, DOMANOVVSKl 
Notary Public. State ot New York 

Qualified In Erie County ̂ g^. 
My Commission Expiret̂  May S . fnP ' 



2 meetinŝ s air 2 \dews on Conrail 
p i Proponents lout deal at 
il RPl: at Desmond, unio is 
• i discuss waxs to block it 
i 

P By PAULillELBAUER 
O d and ALAN MOORSE 

COr>JRAlL 

Proponents of the purchase and 
JiviMon of Connil !)v ClSX Tnr.s-
portation Inc. and Nortolk Southern 
Corp, .sioke of its potential benefits 
tn the C;apit.il Reirion Wednesday, as 
union leaders at anot' :r meetir '̂-
discussed how tti block the deal. 

K\e;utives nf CSX and Norfolk 
Southern told local business leaders 
and representatives ot reinonal ship-
pinc (..impaiiies the SiO.2 billion 
(AJnrail acquisition \M)uld allow rail-
rtiads to take a bite out of a shippini: 
induvtrv dominated by trucks. 

"Thi'. iv a market that is ripe for us 
r 1, -ivj ;:-r.\" ^.iid .Mcx.m^ic-1 rdan. 

a spokesman for .\''-"-folk Sout;ierr„ 
at the meetmc a: Reiisselaer PoK--
techmc Institute m Trxiy. 

CSX e.xeoitrve .Michael Bnmner 
said the merpjr could cN'entualh-
reduce the number of trucks on the 
road alonj: the East Coast by 10 
percent. 

Trucks haul 86 percent the 
countrv's freight, aimpired with the 
i 1 percent traasportcd by rail and 3 
perccn: over wa:er̂ va\•s. acordne to 
CS.V Brimmer said th? additional 
Cxmrail tracks will compete with 
1 mc-haul tr-ack rr-'tei. into upstate 
New York. 

But m the short term, he ^.iid. 
"We're not come t ' take a siirniticam 
..mount of trucks off the hichwav." 

The meetini! " as sponsi )red bv the 

Capital District Transportation 
(;ommittee. a forum for disoission 
of repon^l transportation Lssties. 

CSX. based in Jacksonville, Fla.. 
and Norfolk Southern, with head
quarters iri Norfolk. \'a.. hammered 
out the acquisition of Conrail in 
.\pnl but mus-t obtain approval from 
the federal Surface Transportation 
Board, which has until June to decide. 

Because CS.X tncks alrendv- run 
into the heart of inanufacturing 
regions in the Southw^t, railitiad 
execjtn es said \\ednesdav the merg
er would open the Capital Region to 
industrial development from south
ern companies. 

Brin^mer said CSX would spend 
SZ" miilii^n for Conrail computer 
svstem upgrades 3r>d rail yard im-
proNt-nienrs. and CDTC Plantiinc 
Director J.ick Reilly nuthned plans 
f i r new frex'ht ind passenger facili
ties in Rensseber. 

Pleaso See CONRAIL E4 • 

C • ( 

o m 
o m 

m m 

) 1 

i ) , . : ' 
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CONRAIL: 
• ( O M I N I U 1)1 U O M E l 
While the iiuTucr would imi create 
, snMiifu int huinber ol lu w jobs 
in re ilu; r.illio.uls s.ud, It would cut 
du- sbippmi: ^ost for an ari.iv oi 
,,i,„ln(is,i.iiu;iii(; l ioinaulo|uitsta 
pot.itu. ,, to lo..d ui . i ikis t.oiu na-
iiwn«idi sup|>lin > 

-1 ,k we're HoMig t..scesoi>.c 

,„.|u, cluiuic" s.ud M'^-^ 
,„,sid.iu oi ru.gcr I ak>s K.ulw,.y 

111 ( l ^ I K V . I , 

.Mo .iiin.atbc l)csiii..udl...icl I ! , 
i ( ..loiiK rail union le.idrrsdisnissc.l 
' siMUCusfn, I.lu<kiiu-, >l'n"i>' l ' '-̂ " 

„„ | .liMsion ol CoiiLiil, whKh they 
s„d i.Mild K.id only lo |ob cuts, 

Inubci pi U.S. ^^"'•'V ^ " ' " ' ' M 
ui'.iohincet.np are being held in .ill 
M.iu s VOKIC Conrail .Iocs business, 

(...lurint; under liie auspices .it 
I I ( JO IfansiMirtatKii and 

1 , „l s D. iMMiii. i i i . iinioi: ri-pri 
. . . . , „ . . i u . s I , -

n akeover deal is the talk of 2 area meetings 
I <.1IV\^V7'» ^ V . r . .nsiH.rtatli 
sl.ae wuiaci ii/ed ihc deal as a )ob 
killer tlut cml.l .kcreasc syMcin 
s.itct) and customer seiMCc wlulc 
disrupting coinmuiiitKs 

••IheConiail.lealisabadoncl.ir 
cvcivone 1.1,1 ibe c..rp..rate de.d 
,K..kei^.iiul Uall Slicet bnancieis 
.,,,.1 |.,|,n Colin-. , liutt.do-b.iscd 
rcpuscnta.ive -d the I!,..iberbood 
,,t l.oc.nilMUve l iiUUKcis, wlui co-
uldin iled tlu lucclini;. 

I IK-nni.Mis hope to Imild support 

ni.nni; tb< ir iiK inbcr., uoverninent 
,,ltui."iU.ind..nlcust.Mu. i s inp . i in . . 
push the Snrl.i.e Iransp.-rt.nion 
b,Mid lo iiulude coiiniuiiiiiy i i i i -
p.Kis in lis ...nsidtr.vtion ot the 
^k.d's p.,u nti.dctUMs. Collins sai.l. 

•WV b> l lb • S i b b is to l.iok at 
tia- t t t i . t " I ni.ivini; buiulre.ls of 
bnulus .m the .MI'-UU 

s.*"*- . . . 
'Ihe uni.ms b<lu\e that CSX, 

,,hwU lussai.l It will locate a reiii m-
aUu M.l.iuaneis at Selk-rk, will move 
ilR-roughh l(Hldisp.itchers there to 
i , . disp.itching cent.r l i ' J;'̂ !^ '̂'"-
villc. riicv .dsu t. . . i i l i . l l Norlolk 
Soutlu-in and CSX wdl cotl.iboiaie 
,„ daily l>usn't^^ '''^V 
pmclia.e ni^goiiations, potentially 
squcc/ing customer .md workers to 
l„„ld then bottom lines, Co'. ns 

said. 
"We don't ibnik tbey can all..rd 

ilKirineri;er,"C:ollinssai.i. 

l i ic unions w.ad.l like to see 
assunmces in wntmg that soiii.; of 
the rosy pre.lictiuns CSX and Aor-
l.ilk Southern liaveiiLide about ctis-

SC ice will be brouidit to 
liuitioii.C.illinss.ii' 

•It the Suif.ice liansportation 

Board doesn't set conditions for tlic 

sliii>peis, tbue won't be any," b^ , 

said. 
Several union representatives said 

tbey have been talking with shippers 
iiitheir are.is .dxnii the s-Mce iliey ' 

receive from C.nuail nô ^ and liow 
it could change alter ihe sale. 

To .lir th. ir loncerns and make, 
discussions pul>lic, i l f - unions arg 
seekmg suin.ort for congtessioi al 
lie.!rini;s on the trans.iclion, Collmt. 
saul. ] 

Meanwhile, they are writing let-, 
teis and c.illing elected ofticuils 
cuniaciing si.ue tianspon^tion and 
agenci s and loricsp.mding VMIII 
union leaders in oth'.r states. 

r 



REVIEW OF THE UP RAILROAD ACCIDENT IN FT. WORTH. TEXAS 

Territory whe-o the accident occurred: 
A UP trackage near Ft. Worth, Texas 
B. Single main track 
C. !n CTC TerrrtorY (NORAC AES 261 Territory t 
D. Timetable Direction - EasiVs/e.<?t 

Circumstancos Surrounding the Accident 

m n f r ' MP 1 ""^^"^T '^^^^^^ ^ ^'^ ^^'3^'^ t^;n and an unatle.nded 
mnawa/ UP locornottve consist oc^.urrert near Fort Worth Texas on 
August 20, 1997. The UP Tram Dispatcher noticaa on h,s compete" screen 
that a sidng switch was oat of correspondance anc that the ma^n tra 
ses.nent east of the sw.tch indicated track occupancy Susp cfoni^. ̂ a - a 
ocon^otive consist, that was tied up on the siding mnht be the ^ausVo ' ; ' s 

arc.it act;vity, he radioed the bcorr^otive consist a'n attempt t?conta^ . 
crew me.mper. After three attempts wnh no response, he contacterat ;^ ; ; . 
maintainer. In the meantime, a UP control operator at Ft Worth autho ' i rn ' 
a westbound freight tram to oass a Stoo Signal and orocL^ onto the 
mam track at Restricted Speed P ' C ^ Q - o n t o the 

Fig 1 

Unattona«(j 
Loco.notlv« Con»*t Stop 

tocorrctlvi Cc naist Troi.-. Mov.na At ^"Snal Fort Wor.n 
Waving Approx e i MPH Plcir-iC!9d Speca » -

t t Collision • 
Swich Shoivr Aa C;.t ' -
01 Ccrrespond«nc« I "'"'"̂ ^ ̂ '9 '̂ Ptrmtî ion Giv*n To Waatbcund 

' / Train To Ptt$ siop Signal By 
Tracs Cocup-nncy '^on Worth Curator 

Collision 

The L,naie."3ed loccm-cnve consist haa rcilea CJ: cfthe -ast en- -
anc cnto t.he mam track, and strjcK the westbc.no f.-P a*-^.c. 

-3.nee^ and an en^i: ee^p^o^ w e ^ l ^ ^ ^ 
It- c-̂ -nQ jc.i.'senouslv injurea. 

e S;d;r' 
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W l I . l . l A M 1.. SI.OV K H 

r;. M H U I A K I . l .OKTI S 

D O N A I . K ( i U KHY 

J O H N H . l . h S K I K 

K E L V I N .1 . D o w n 

HOHF.RT 1). HOSKNUKRO 

C H H I S T O r l I K H A. M I I . I . S 

F H A N K .1 . I ' K H O O l . l / / ] 

ANDHKW H. K JI.KSAH 111 

Sl.OVER fk I.Ol'TUS 
A T I D H N R V S AT LAW 

SEVF.NTF.ENTH STHF.ET, N , W. 

W A . S I I I N O L O N , U . C. liCXXie 

October 1997 

BY HAND DELIVERY 

' r 
The Honorable Vernon A. W i l l i a r f i ^ 
S e c r e t a r y 
Sur face T ran . spo r t a t i on 
Cape C o n t r o l Branch 

V . s-pB Finance Docket 3.3388 
1 K S t r e e t , N.W. 
Wa.. . . i sg ton, D.C. 20423 -0002 

Boarci 

C>t» 3.17 71 r o 

OCf 2 I 1997̂  

L—I PutDlic Record 

Re Finance Docket No. 33388, CSX C o r p o r a t i o n 
and CSX T r a n s p o r t a t i o n I n c . , N o r f o l k Southern 
C o r p o r a t i o n anci N o r f o l k Southern Railway Company 

C o n t r o l and Operating ueases/Agreements -
C o n r a i l I n c . and Consolidated R a i l C o r p o r a t i o n 

rear S e c r e t a r y W i l l i a m s : 

Enclosed f o r f i l i n g under s e a l i n the above-referenced 
proceeding, please f i n d a s e p a r a t e l y packaged o r i g i n a l and 
t w e n t y - f i y e (25) copies of the HIGHL..Y CONFIDENTIAL VERSiON of the 
"Comments of C e n t e r i o r Energy C o r p o r a t i o n on the Proposed 
A c q u i s i t i o n and D i v i s i o n of C o n r a i l " (CEC-B) . I n a-cordance w i t h 
the Board's order, we have enclosed a Wordperfect 5.1 d i s k e t t e 
c o n t a i n i n g t h i s ^ i l i n g . 

Also enclosed f o r f i l i n g please f i n d an o r i g i n a l and 
t w e n t y - f i v e (25) copies of the PEDACTED, PUBLIC VERSION of the 
"Comments of C e n t e r i o r Energy Corporatxon on the Proposed 
A c q u i s i t i o n and D i v i s i o n of C o n r a i i " (CEC-6). 

We have i n c l t led an e x t r a copy of each of these 
f i l i n g s . K i n d l y i n d i c a t e r e c e i p t by time-stamping these copies 
and r e t u r n i n g them w i t h our messenger. 

Fra*^ 
An A ' t to t t i ey f ^ CerTterio3 

Energy C o r p o r a t i o n 

Enclosures 



CEC-06 
BEFORE THE 

SURFACF IRAIJSPORTATION BOARD 

CSX CORPr>?ATION AND CSX 
TRANSPORTATION, INC., NORFOLK 
SOUTHERN CORPORA.TION AND NORFOLK 
fOUTHERN RAILWAY COMPANY --
CONTROL .̂ ND OPERATING LEASES/ 
.Ẑ GREEMENTS CONRAIL INC. AND 
CONSOLIDATED RAIL CORPORATION 

Finance Docket No. 33388 

COMMENTS OF CENTERIJR ENERGY CORPORATION 
ON THE PROPOSED ACQUISITION AND DIVISION OF CONRAIL 

REDACTED, PUBLIC VERSION 

OCI 2 I 19V7 

L B U Puo.if 

CENTERIOR ENERGY CORPORATION 
6200 Oak Tree Boulevard 
Independence, OH 44131 

OF COUNSEL: 

Slover & L o f t u s 
1224 Seventeenth S t r e e t , 
Washington, D.C. 20036 

N.W. 

By: C. Michael L o f t u s 
Frank J. P e r g o l i z z i 
Andrew B. Kolesar I I I 
1224 Seventeenth S t r e e t , N.W. 
Washington, D.C. 20036 
(202) 347-7170 

\ ) t e d : October 21, 1997 At t o r n e y s and P r a c t i t i o n e r s 



CEC-06 
BEFORE THE 

SURFACE TRANSPORTATION BOARD 

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

Finance n^^r-Uet No. 33388 

COMMENTS OF CENTERIOR ENERGY CORPORATION 
ON THE PROPOSED ACQUISITION AND DIVISION OF CONRAIL 

REDACTED, PUBLIC VERSION 

CENTERIOR ENERGY CORPORATION 
62 00 Oak Tree Boulevard 
Independence, OH 44131 

OF COLTNSEL: 

Slover & L o f t u s 
1224 Seventeenth S t r e e t , N.W. 
Washington, D.C. 20036 

Dated: October 21, 1997 

By: C. Michael Loftu.'t-
F.rank J. P e r g o l i z z i 
Andrew B. Kolesar I I I 
1224 Seventeenth S t r e e t , 
Washington, D.C. 20036 
(202) 347-7170 

N.W, 

A t t o r n e y s and P r a c t i t i o n e r s 
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COMMENTS OF CENTERIOR ENERGY CORPORATION 
QN_.TH_E . PROPOSED ACQUISITION AND DIVISION OF CONRAIL 

C e n t e r i o r Energy C o r p o r a t i o n ("Centerior"^, i n 

accordance w i t h the pro c e d u r a l o r d e r s e n t e r e d h e r e i n by the 

Surface T r a n s r o r t a t i o n Board ("Board"), herebv submits these 

Comments i n response t o the A p p l i c a t i o n f i l e d by CSX C o r p o r a t i o n 

and CSX T r a n s p o r t a t i o n , Inc. ( j o i n t l y , "CSX"); N o r f o l k Southern 

Corporation and N o r f o l k Soutnern Railway Company ( j o i n t l y , "NS"); 

and C o n r a i l , I n c . and Consolidated R a i l C o r p o r a t i o n ( j o i n t l y , 

" C o n r a i l " ) ( h e r e i n a f t e r , c o l l e c t i v e l y , " A p p l i c a n t s " ) . I n the 

A p p l i c a t i o n , CSX and NS seek the Board's a p p r o v a l , pursuant t o 49 

U.S.C. §§ 11323-11326, f o r the a c q u i s i t i o n and c o n t r o l of 

Co n r a i i and f o r the d i v i s i o n , use and o p e r a t i o n of C o n r a i l 

assets between CSX and NS. 

C e n t e r i o r opposes tha proposed A p p l i c a t i o n . However, 

i f the Board u l t i m a t e l y approves the A p p l i c a t i o n , C e n t e r i o r 

requests t h a t i t be c o n d i t i o n e d , as e x p l a i n e d below. 



IDENTITY AND INTEREST 

Centerior i s an inves^.or-owned e l e c t r i c u t i l i t y based 

i n Cleveland, Ohio. Centerior generates, transmits, and 

d i s t r i b u t e s e l e c t r i c i t y through two operating s u b s i d i a r i e s , ( i ) 

The Cleveland E l e c t r i c I l l u m i n a t i n g Company ("CEI"), and ( i i ) The 

Toledo Edison Company ("TE"). Through these two operating 

subsidiaries, Centerior serves more than one m i l l i o n customers 

across a 4,200 square-mile service t e r r i t o r y i n Northeast and 

Northwest Ohio. 

SUMMARY OF POSITION 

The proposed a c q u i s i t i o n w i l l harm Centerior i n three 

(3) s p e c i f i c ways. F i r s t , the transaction w i l l el..minate an 

e x i s t i n g s i n g l e - l i n e t ransportation route between southeastern 

Ohio coal o r i g i n s and Centerior's u. ..e (3) Cleveland, Ohio area 

c o a l - f i r f i d generating s t a t i o n s . This r o u t i n g i s presently 

u t i l i z e d by Conra, i t'-> move approximately 2 m i l l i o n tons of Ohio 

coal to these s t a t i o n s . Elimination of the singl----1 ine r o u t i n g 

w i l l enable CSX, as Centerior's new d e s t i n a t i o n monopolist, to 

force Centerior to use other CSX o r i g i n ccals that w i l l provide 

longer hauls, and higher revenues, to CSX. Second, the 

transaction w i l l impede Centerior's competitive p o s i t i o n r e l a t i v e 

to othei e l e c t r i c generating stations i n the market f o r o f f -

system energy s.ales. S p e c i f i c a l l y , the transaction w i l l provide 

new (or i n one instance improved). two-carrier r a i l service from 
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o r i g i n to de s t i n a t i o n f o r a number of u t i l i t i e s again.^t which 

Centerior must com.pete f o r sales of e l e c t r i c i t y . The a b i l i t y to 

remain competitive f or these sales i s essential to the continued 

v i a b i l i t y of these plants. F i n a l l y , the transaction w i l l harm 

Centerior by p u t t i n g i t at r i s k to absorb a share of the 

tremendous a c q u i s i t i o n premium t l i a t CSX . nd NS have paid t o 

acquire the Conrail assets. This premium w i l l n either be e a s i l y 

absorbed by the c a r r i e r s nor e a s i l y recovered from new, post-

merger t r a f f i c . To the contrarv, Centerior expects t h a t , 

u l t i m a t e l y , i t w i l l be high-volume, e;.-'usively served t r a f f i c at 

desti n a t i o n -- such as Centerior's coal t r a f f i c -- which w i l l 

finance the a c q u i s i t i o n debt through the Applicants r a i l rates 

to exclusively serveu shipoers. 

Accordingly, as explained herein, Centerior urges the 

Board to ieny approval of the proposed a c q u i s i t i o n , or 

a l t e r n a t i v e l y , tc impose p r o t e c t i v e conditions t o protect 

Canterior from competitive harm. Those conditions should 

include: 

1. NS trackage r i g h t s over tne l i n e of CSX 
between the Lake Shore Generating 
.station and "CP 124" locate 1 east of 
Ashtabula, Ohio, incl u d i n g r i g h t s to 
enter the above l i n e through the Buffalo 
Connecting Track and Cleveland 
Connecting Track, f o r the l i m i t e d 
purposes of t r a n s p o r t i n g loaded and 
empty t r a i n s of coal to and from 
Centerior's Ashtabula, Eastlake and Lake 
Shore Generating Stations. 

2. Quantify the amount o i the a c q u i s i t i o n 
premium and f u r t h e r d i r e c t Applicants t o 
exclude that amount from t h e i r net 
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investment bases f o r recu.latory costing 
purposes. 

In supi ,irt of i t s p o s i t i o n , Centerior presents the 

accompanying V e r i f i e d Statements of Mr. Michael A. Kovach and Mr. 

Frank S. Harris I I , as w e l l as the attached argument of counsel. 
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VERIFIED STATEMENT OF 
MICHAEL A. KOVACH 

INTRODUCTION 

My name i s Miciiae^ A. Kovach. I am the Manager of Fuel 

Planning & Supply Section of the C e n t e r i o r Er.ergy Corpc >;-at i o n . 

My business address i s 6200 Oak Tree Boulevard, Independence, OH 

44131 . 

I n m.y c a p a c i t y as Manager of Fuel Planning & Supply, I 

have pr i m a r y s u p e r v i s o r y r e s p o n s i b i l i t y f o r a l l aspects of the 

procurement and t r a n s p o r t a t i o n of coal used by C e n t e r i o r i n the 

g e n e r a t i o n of e l e c t r i c i t y f o r both j u r i s d i c t i o n a l and wholesale 

power t r a n s a c t i o n s . I am al s o a p r i n c i p a l p a r t i c i p a n t i n the 

f u e l s p l a n n i n g process f o r each of C e n t e r i o r ' s g e n e r a t i o n 

f a c i l i t i e s . As a r e s u l t , I am, f a m i l i a r w i t h source o p t i o n s , 

t r a n s p o r t a t i o n arrangements, u t i l i z a t i o n p l a n s , and o t h e r key 

elements of C e n t e r i o r ' s u t i l i t y f u e l p r o f i l e . 

My d u t i e s as Manager of Fuel Planning & Supply a l s o 

i n c l u d e r e s p o n s i b i l i t y f o r procurement of n u c l e a r f u e l , n a t u r a l 



gas, and f u e l o i l . I n a d d i t i o n , I am r e s p o n s i b l e f o r SO;, 

emission allowance t r a d i n g . 

P r i o r t o t a k i n g my c u r r e n t p o s i t i o n i n September 1996, 

I served as Manager of Resource Plonning i n C e n t e r i o r ' s S t r a t e g i c 

Planning Department. My d u t i e s in.::luded r e s p o n s i b i l i t y f o r 

p r o d u c t i o n c o s t i n g , load and revenue f o r e c a s t i n g , a n a l y s i s o f 

wholesale power t r a n s a c t i o n s and environmental complieince 

p l a n n i n g . 

The purpose of t h i s •v'erified Statement i s t o d e s c r i b e 

the supply o p t i o n s and t r a n s p o r t a t i o n arrangements t h a t C e n t e r i o r 

r e l i e s on i n meeting i t s g e n e r a t i o n requirements. I w i l l a l s o 

e x p l a i n how C e n t e r i o r ' s supply and t r a n s p o r t a t i o n o p t i o n s w i l l be 

a d v e r s e l y a f f e c t e d by N o r f o l k Southern and CSX T r a n s p o r t a t i o n ' s 

propos'jd d i v i s i o n of C o n r a i i ' s assets As I e x p l a i n below, t h i s 

d i v i s i o n w i l l a d v e r s e l y impact C e n t e r i o r i n at l e a s t t h r e e 

c r i t i c a l r e s p e c t s . The proposed C o n r a i l d i v i s i o n w i l l : (1) 

e l i m i n a t e C e n t e r i o r ' s c u r r e n t l y - a v a i l a b l e s i n g l e - l i n e haul from 

southeastern Ohio c o a l o r i g i n s t o C e n t e r i o r ' s Ashtabula and 

Eastlake g e n e r a t i n g s t a t i o n s ; (2) s i g n i f i c a n t l y enhance the 

c o m p e t i t i v e p o s i t i o n of a number of C e n t e r i o r ' s c o m p e t i t o r s , 

thereby harming C e n t e r i o r i n .its a b i l i t y t o compete f o r o f f -

system s a l e s ; and (3) expose C e n t e r i o r t o pass-through of a 

p o r t i o n of che huge premium t h a t CSX and NS w i l l pay t o a c q u i r e 

the C o n r a i l assets. 
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A. The C e n t e r i o r System. 

C e n t e r i o r i s an investor-owned e l e c t r i c u t i l i t y based 

i n Cleveland, Ohio. C e n t e r i o r ' s s t r a t e g i c business groups 

generate, t r a n s m i t and d i s t r i b u t e e l e c t r i c i t y through two 

o p e r a t i n g s u b s i d i a r i e s . The Cleveland E l e c t r i c I l l u m i n a t i n g 

Company ("CEI") and The Toledo Edison Company ("TE"). Through 

these two o p e r a t i n g s u b s i d i a r i e s , C e n t e r i o r serves more than one 

(1) m i l l i o n customers across a 4,200 square-niile s e r v i c e area i n 

Northeast and Northwest Ohio. A map d e p i c t i n g the C e n t e r i o r 

s e r v i c e t e r r i t o r y i s attached h e r e t o as E x h i b i t MAK-01. 

C e n t e r i o r ' s o p e r a t i n g s u b s i d i a r i e s operate power 

s t a t i o n s t h a t t o g e t h e r have the net demonstrated g e n e r a t i n g 

c a p a c i t y t o produce approximately 6,000 megawatts. This 

g e n e r a t i o n i n c l u d e s nuclear, c o a l , and l i m i t e d hydro and o i l . 

C e n t e r i o r operates f i v e (5) c o a l - f i r e d g e n e r a t i n g s t a t i o n s i n the 

State of Ohio. These s t a t i o n s i n c l u d e : (1) the 332 megawatt 

Ashtabula S t a t i o n , ^iocated i n Ashtabula, Ohio; (2) the 1,262 

megawatt Eastlake S t a t i o n , l o c a t e d i n Eastlake, Ohio; (3) the 249 

megawatt Lake Shore S t a t i o n , l o c a t e d i n Cleveland, Ohio; (4) the 

721 megawatt Avon Lake S t a t i o n , l o c a t e d i n Avon Lake, Ohio; and 

(5) the 648 megawatt Bayshore S t a t i o n , l o c a t e d i n Oregon, Ohio.-' 

'Centerior i s a l s o a p a r t owner of the c o a l - f i r e d Bruce 
M a n s f i e l d g e n e r a t i n g s t a t i o n l o c a t e d near S h i p p i n g p o r t , 
Pennsylvania. This s t a t i o n i s operated by Ohio Edison, which 
a l s o i s r e s p o n s i b l e f o r the s t a t i o n ' s f u e l and t r a n s p o r t a t i o n 
procurement. 



1. E x i s t i n g R a i l T r a n s p o r t a t i o n S e r v i c e . 

C e n t e r i o r ' s f i v e c o a l - f i r e d s t a t i o n s t o g e t h e r burned 

a p p r o x i m a t e l y 6.2 m i l l i o n tons of coal i n 1996. This c o a l was 

pr e d o m i n a n t l y shipped by r a i l r o a d , although l i m i t e d amounts of 

co a l have a l s o been r e c e i v e d v i a t r u c k . 

C e n t e r i o r ' s Avon Lake and Bayshore S t a t i o n s are 

e x c l u s i v e l y served by NS at d e s t i n a t i o n , and p o s t - a c q u i s i t i o n 

w i l l remain s u b j e c t t o e x c l u s i v e d e s t i n a t i o n s e r v i c e by NS. 

C e n t e r i o r ' s Ashtabula S t a t i o n has two u n i t s , Ashtabula 

5 and Ashtabula C. Ashtabula 5 i s a 244 megawatt c o a l u n i t t h a t 

I G e x c l u s i v e l y served by C o n r a i l at d e s t i n a t i o n . This u n i t burns 

a p p r o x i m a t e l y 500,000 tons of coal a n n u a l l y . Ashtabula C i s a 88 

megawatt c o a l u n i t t h a t does not have r a i l access. Ashtabula C, 

however, r e c e i v e s l i m i t e d q u a n t i t i e s of c o a l ( a p p r o x i m a t e l y 

250,000 tons i n 1996) v i a t r u c k . 

The Eastlake and Lake Shore S t a t i o n s a t present are 

e x c l u s i v e l y served by C o n r a i l , and p o s t - a c q u i s i t i o n w i l l be 

s u b j e c t t o e x c l u s i v e d e s t i n a t i o n s e r v i c e by CSX. 

2. Current Coal Supply. 

Approximately t w o - t h i r d s of the 6.2 m i l l i o n tons o f 

c o a l t h a t C e n t e r i o r burned i n 1996 was purchased pursuant t o 

long - t e r m c o a l supply agreements. The remaining c o a l was 

purchased under v a r i o u s s h o r t - t e r m , or spot, arrangements w i t h 

v a r i o u s s u p p l i e r s l o c a t e d i n Ohio, Pennsylvania, West V i r g i n i a 

and Kentucky. 



C e n t e r i o r ' s p r i n c i p a l c o n t r a c t coal s u p p l i e r has 

h i s t o r i c a l l y been the Ohio V a l l e y Coal Company and i t s Powhatan 

No. 6 Mine, l o c a t e d near A l l e d o n i a , Ohio. I n 1996, ap p r o x i m a t e l y 

1.2 m i l l i o n tons of co a l wer^- purchased from Ohio V a l l e y . Our 

Ohio V a l l e y c o n t r a c t e x p i r e d i n September of 1997. 

I n a d d i t i o n t o the Ohio V a l l e y c o n t r a c t , C e n t e r i o r a l s o 

has a c o a l supply agreement w i t h Cyprus Amax M i n e r a l s Company 

t h a t runs through December 1998. C e n t e r i o r purchases 

appro x i m a t e l y 600,000 tons per year under t h i s agreement from 

v a r i o u s Cyprus Amax ea s t e r n mines, and an a d d i t i o n a l 400,000 tons 

per year from i t s western mines. Recently, the c o a l s u p p l i e d 

under the Cyprus Amax c o n t r a c t has been s u p p l i e d from i t s Emerald 

Mine i n the P i t t s b u r g h No. 8 Seam (a l s o known as the "MGA 

regi o n " ) and i t s B e l l e Ayr Mine i n the Powder Ri v e r Basin. 

A summary of our c o a l supply arrangements f o r the c o a l -

f i r e d u n i t s i s as f o l l o w s : 



(a) A s i i t a b u l a . 

I n 1996, Ohio V a l l e y s u p p l i e d approximately 660,000 

tons, or 88% of the coal burned at Ashtabula s t a t i o n . The 

remainder of the coal burned at Ashtabula was h i g h - s u l f u r spot 

coa2 s u p p l i e d from o t h e r Ohio o r i g i n s . 

I n 1997, Ohio V a l l e y i s expected t o supply 

a p p r o x i m a t e l y 460,000 tons, or 88% of the coal burned a t 

Ashtabula s t a t i o n . The remainder of the coal i s expected t o be 

s u p p l i e d from o t h e r h i g h - s u l f u r Ohio o r i g i n s . 

(b) Eastlake. 

Eastlake's 1996 c o a l burn c o n s i s t e d of a p p r o x i m a t e l y 

280,000 c o n t r a c t tons from Cyprus Amax's Emerald Mine (1.7% 

s u l f u r c o n t e n t ) , and approximately 660,000 c o n t r a c t tons of Ohio 

V a l l e y c o a l . The Ohio V a l l e y coal i s a high-'5ulfur product 

( i . e . , a p p r o x i m a t e l y 4.0%) t h a t must be blended w i t h medium-

s u l f u r c o a l s or combined w i t h emissions allowances t o meet 

environmental requirements. The remaining 1,560,000 tons of c o a l 

burned at Eastlake i n 1996 was p r i m a r i l y l o w - s u l f u r (1.6% s u l f u r ) 

spot c o a l , o r i g i n a t i n g on the MGA. 

m 1997, c o n t r a c t tonnage shipments of a p p r o x i m a t e l y 

630,000 ••.ons from Ohio V a l l e y and 700,000 tons from Cyprus Am.ax 

are expected The remaining approximately 9 70,000 tons w i l l be 

purchased on the spot market from o r i g i n s i n Ohio (2.7% s u l f u r 

c o n t e n t ) , Pennsylvania (1.7% s u l f u r c o n t e n t ) and West V i r g i n i a 

(2.3% s u l f u r c o n t e n t ) . 
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(c) Lake Shore. 

I n 1996, the Lake Shore p l a n t was i n cold-standby, 

except f o r a l i m i t e d time d u r i n g June through August f o r 

wholesale power sales d u r i n g which approxim.ately 64,000 tons of 

co a l was burned. C e n t e r i o r i s c o n s i d e r i n g v a r i o u s o p t i o n s t h a t 

would r e t u r n Lake Shore t o s e r v i c e , i n c l u d i n g the p o s s i b i l i t y of 

b u r n i n g western c o a l s . A primary d r i v i n g f a c t o r i n t h i s 

d e c i s i o n , however, w i l l be the a c c e s s i b i l i t y o f the Lake Shore 

s t a t i o n t o c o m p e t i t i v e r a i l t r a n s p o r t a t i o n o p t i o n s , o p t i o n s t h a t 

as noted above w i l l not e x i s t under the proposed C o n r a i l 

d i v i s i o n . 

(d) Avon Lake. 

Avon Lake's 1996 coal burn c o n s i s t e d of a p p r o x i m a t e l y 

1,100,000 c o n t r a c t tons from Ashland's Mingo Logan Mine (0.7% 

s u l f u r c o n t e n t ) and 200,000 c o n t r a c t tons from Massey's Sidney 

Mine (0.7% s u l f u r c o n t e n t ) . The remaining a p p r o x i m a t e l y 400,000 

tons of coal was purchased on the spot market from o r i g i n s i n 

Ohio (2.3% s u l f u r c o n t e n t ) , Keiitucky (1.11% s u l f u r c o n t e n t ) and 

West V i r g i n i a (.7% s u l f u r c o n t e n t ) . 

C e n t e r i o r w i l l burn a p p r o x i m a t e l y 1,800,000 tons o f 

c o a l at Avon Lake i n 1997, w i t h the p r i n c i p a l soi roes being 

1,000,000 c o n t r a c t tons from Ashland Coal Company and 180,000 

c o n t r a c t tons from A.T. Massey. The remaining tonnage w i l l be 

purchased on the spot market from o r i g i n s i n Ohio (2.5% s u l f u r 
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c o n t e n t ) , Pennsylvania (1.0% s u l f u r c o n t e n t ) , Kentucky (1.0% 

s u l f u r c o n t e n t ) and Wyoming (0.5% s u l f u r c o n t e n t ) . 

(e) Bayshore. 

Bayshore burned approximately 1,200,000 tons of c o a l i n 

1996, i n c l u d i n g approximately 700,000 c o n t r a c t tons from .Massey's 

Sprouse Creek Mine. An a d d i t i o n a l 500,000 tons were purchased on 

the sp^^ market from o r i g i n s i n Kentucky (1.0% s u l f u r c o n t e n t ) 

and Wyoming (0.4% s u l f u r c o n t e n t ) . 

I n 1997, C e n t e r i o r expects t o burn a p p r o x i m a t e l y 

1,600,000 tons at Bayshore. This coal w i l l i n c l u d e a p p r o x i m a t e l y 

400,000 tons from Cyprus Amax's B e l l e Ayr Mine (0.5% s u l f u r 

c o n t e n t ) . The remaining tonnage w i l l be purchnsei on the spot 

market from o r i g i n s i n West V i r g i n i a (1.0% s u l f u r c o n t e n t ) and 

Wyoming (0.5% s u l f u r c o n t e n t ) . 

B. Dispatch of C e n t e r i o r System. 
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I I . 

IMPACTS OF THE PROPOSED CONRAIL DIVISION 

As noted above, C e n t e r i o r has t h r e e p r i n c i p a l concerns 

r e l a t i n g t o the proposed d i v i s i o n of C o n r a i l . F i r s t , the 

t r a n s a c t i o n w i l l r e s u l t i n the « ' i m i n a t i o n of the e x i s t i n g 

s i n g l e - l i n e o p t i o n t h a t p r e s e n t l y e x i s t s on C o n r a i l f o r movements 

from southeastern Ohio c o a l mines t o C e n t e r i o r ' s Ashtabula, 

Eastlake and Lake Shore s t a t i o n s . Second, the t r a n s a c t i o n 

i m p a i r s the competit i v e n e s s of C e n t e r i o r as compared t o u t i l i t y 

s h i p p e r s who w i l l be i n p o s i t i o n t o take advantage of j o i n t 

access a t both o r i g i n and d e s t i n a t i o n . T h i r d , the s u b s t a n t i a l 

a c q u i s i t i o n premiumi t h a t CSX and NS have p a i d f o r the C o n r a i l 

assets r a i s e s the s e r i o u s concern t h a t CSX and NS w i l l attempt t o 

recoup t h i s investment by in::reasing r a i l r a t e s t o e x c l u s i v e l y 

served shippers l i k e C e n t e r i o r . I address each of these concerns 

i n the section^; t h a t f o l l o w . 



A. C e n t e r i o r W i l l Lose A V i a b l e S i n g l e - L i n e Option. 

C e n t e r i o r c u r r e n t l y has the a b i l i t y t o t r a n s p o r t 

s o u t h e a s t e r n Ohio and MGA mine o r i g i n c oal t o i t s Ashtabula and 

E a s t l a k e s t a t i o n s v i a C o n r a i l s i n g l e - l i n e h a u l s . C u r r e n t l y , MGA 

c o a l i s r o u t e d v i a C o n r a i l over the Youngstown L i n e , then e^-st t o 

Ashtabula over the Chicago Line, or west t o Eastlake or Lake 

Shore v i a the Chicago Line. C o n r a i l c u r r e n t l y r o u t e s c o a l from 

s o u t h e a s t e r n Ohio through A l l i a n c e and Cleveland, Ohio, and then 

east t o Lake Shore, Eastlake or Ashtabula S t a t i o n s . 

I n the p o s t - a c q u i s i t i o n era, CSX w i l l operate the 

Chicago Line, on which the Ashtabuxa, Eastlake and Lake Shore 

p l a n t s are l o c a t e d . NS w i l l acquire the Youngstown and River-

L i n e s , which extend from the southeastern Ohio c o a l o r i g i n s t o 

Ashtabula Harbor. NS w i l l a l s o acquire the Cleveland Line t h a t 

runs betweer. he c i t y of Cleveland and connects w i t h the River 

L i n e . NS iccess t o the c i t y of Cleveland, however, ends at 

Collinwood Yard, and does not i n c l u d e the a b i l i t y t o serve our 

Ashtabula, Eastlake and Lake Shore' S t a t i o n s . Thus, any 

movements from southeastern Ohio o r i g i n s t o these s t a t i o n s w i l l 

have t o move i n a j o i n t - l i n e h a u l . 

C e n t e r i o r agrees w i t h CSX and NS ""hat s i n g l e - l i n e 

s e r v i c e i s g e n e r a l l y p r e f e r a b l e . Some of the reasons f o r the 

The Lake Shore s t a t i o n i s a c t u a l l y l o c a t e d j u s t t o the west 
of Collinwood Yard, but NS' trackage r i g h t s t o C o l l i n w o o d do not 
p r e s e n t l y permit i t t o serve l a k e Shore. 
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s u p e r i o r i t y of s i n g l e - l i n e s e r v i c e were e x p l a i n e d by CSX i n the 

C o n t r o l A p p l i c a t i o n : 

S i n g l e - l i n e s e r v i c e w i l l be more e f f i c i e n t 
because i t w i l l e l i m i n a t e delays i n h e r e n t i n 
i n t e r c h a n g e s . I n t e r c h a n g i n g r a i l r o a d s m.ust 
c o o r d i n a t e locomotives, cars, crew 
a v a i l a b i l i t y , i n s p e c t i o n s , and t r a c k t i m e . 
E l i m i n a t i n g interchange h a n d l i n g w i l l 
s i c n i f i c a n t l y r e d i c e t r a n s i t times f o r c o a l 
shipments Reducing or e l i m i n a t i n g 
interchange h a n d l i n g a l s o w i l l reduce the 
l i k e l i h o o d of f r o z e n coal d u r i n g the w i n t e r . 

V.S. Sharp at V o l . 2A, pp. 355-3 56. 

Another concern over the l o s s of s i n g l e - l i n e s e r v i c e i s 

t h a t CSX w i l l have the a b i l i t y t o c o n t r o l the p r i c i n g on any 

j o i n t - l i n e movement from Ohio o r i g i n s , so as t o assure t h a t 

C e n t e r i o r w i l l s e l e c t the CSX served MGA o r i g i n c o a l s . The MGA 

c o a l s (as w e l l as o t h e r p o t e n t i a l CSX c o a l sources) w i l l p r o v i d e 

CSX w i t h a longer h a u l , and higher r a i l r a t e s than we would 

expect t o pay f o r s i n g l e - l i n e s e r v i c e from the c l o s e r Ohio 

o r i g i n s . I n a d d i t i o n , i t i s our understanding t h a t the 

interchange p o i n t f o r a j o i n t - l i n e movement from these o r i g i n s 

would l i k e l y be Collinwood Yard. As such, CSX's involvemer.t 

would be o n l y a few m i l e s i n a j o i n t - l i n e movement (app r o x i m a t e l y 

10.1 m i l e s t o Eastlake and 49.2 miles t o A s h t a b u l a ) , as compared 

t o i t s approxin'.ately 223.6 miles t o Ashtabula and 256.5 m i l e s t o 

Eastlake from MGA o r i g i n s . C e n t e r i o r f e a r s t h a t g i v e n t h i s 

circumstance, CSX has no i n c e n t i v e t o o f f e r reasonable j o i n t - l i n e 

r a t e s when i t has the g r e a t e r i n c e n t i v e t o o b t a i n revenues 

( w i t h o u t s h a r i n g them w i t h NS) on a f a r longer MGA h a u l . 
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CSX has suggested t h a t C e n t e r i o r w i l l n e v e r t h e l e s s 

b e n e f i t from the t r a n s a c t i o n because of increased s i n g l e - l i n e 

access t o o t h e r CSX o r i g i n s . This misses the p o i n t . Most of 

these o r i g i n s are f a r t h e r away than e i t h e r M ;A or so u t h e a s t e r n 

Ohio o r i g i n s . Thus, the longer d i s t a n c e would generate g r e a t e r 

revenue f o r CSX and g r e a t e r cost f o r C e n t e r i o r and t h e i r 

customer.s . 

The o n l y way t o p r o t e c t C e n t e r i o r from the l o s s of 

s i n g l e l i n e s e r v i c e i s t o permit NS j o i n t access t o C e n t e r i o r ' s 

Cleveland area s t a t i o n s . We are unaware of any o p e r a t i o n a l 

con.'^'traints t h a t would stand i n the way of g r a n t i n g NS tr a c k a g e 

r i g h t s t o serve the C e n t e r i o r s t a t i o n s . C e n t e r i o r ' s t r a i n s w i l l 

move over the CSX Chicago Line r e g a r d l e s s of who i s a c t u a l l y 

p r o v i d i n g the s e r v i c e . C e n t e r i o r i s aware t h a t CSX and NS have 

gra n t e d each o t h e r trackage r i g h t s over v a r i o u s p a r t s of the l i n e 

segments t h a t would be necessary t o move c o a l i n a s i n g l e - l i n e 

haul from southeastern Ohio o r i g i n s . NS has trackage r i g h t s over 

CSX i n the Cleveland area t h a t excend eastward over the Chicago 

Line t o Collinwood Yard. I f these r i g h t s were extended 10.1 

mi l e s f a r t h e r east, KS would be able t o c o n t i n u e the s i n g l e - l i n e 

haul from southeastern Ohio o r i g i n s t o Eastlake and i f extended 

49.2 m i l e s east NS c o u l d continue c i n g l e - l i n e s e r v i c e t o 

Ashtabula. CSX has alr e a d y granted NS trackage r i g h t s t o pass 

Lake Shore on i t s way t o Collinwood Yard. The requested trackage 

r i g h t s would thus o n l y r e q i . i r e t h a t NS be al l o w e d t o stop at Lake 

Shore. 
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The end r e s u l t of CSX/NS not a l l o w i n g j o i n t access t o 

C e n t e r i o r ' s Cleveland . iea p l a n t s i s t h a t they have decided 

amongst themselves t h a t C e n t e r i o r w i l l have t o purchase i t s 

f u t u r e c o a l supply f o r these s t a t i o n s from mines e x c l u s i v e l y 

served by CSX. As a rc! s u l t , Centerior w i l l e f f e c t i v e l y be 

f o r e c l o s e d from purchasing coal from i t s l o n g e s t - t e r m s u p p l i e r , 

the Ohio V a l l e y Coal Company, and o t h e r Ohio o r i g i n s t h a t are 

c u r r e n t l y served by C o n r a i l . 

While C e n t e r i o r r e c e n t l y has been informed t h a t Ohio 

V a l l e y has reached an agreement w i t h the A p p l i c a n t s , t h i s 

agreement has not been provided t o C e n t e r i o r . C e n t e r i o r i s not a 

p a r t y t o t h a t agreement and has no way of knowing whether i t s 

terms are s u f f i c i e n t t o preserve the e x i s t i n g s i n g l e - l i n e o p t i o n . 

I n a d d i t i o n , even i f the Ohio V a l l e y agreement s a t i s f i e s Ohio 

V a l l e y ' s concerns, i t does n o t h i n g f o r the ot h e r Ohio coal 

producers t h a t c o u l d supply coal t o C e n t e r i o r v i a the e x i s t i n g 

s i n g l e - l i n e C o n r a i l r o u t e . 

A c c o r d i n g l y , the Board should recognize the fundamental 

u n f a i r n e s s of the C o n r a i l d i v i s i o n and i t s e l i m i n a t i o n of the 

s i n g l e - l i n e o p t i o n from southeastern Ohio mines -- i n c l u d i n g the 

Ohio V a l l e y Powhatan No. 6 Mine and o t h e r mines l o c a t e d on the 

same l i n e . As e x p l a i n e d above, C e n t e r i o r ' s p r i n c i p a l c o a l 

s u p p l i e s f o r i t s Cleveland area p l a n t s have h i s t o r i c a l l y come 

from s o u t h e a s t e r n Ohio and MGA o r i g i n s . These coals are 

p a r t i c u l a r l y w e l l - s u i t e d f o r use i n blended form at Ea s t l a k e . 

E l i m i n a t i n g the southeastern Chio element w i l l s i g n i f i c a n t l y 
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a l t e r C e n t e r i o r ' s f u e l choices -- simp l y t o s a t i s f y the economic 

whims of CSX and NS. 

B. C e n t e r i o r W i l l Be C o m p e t i t i v e l y 

Disadvantaged By The C o n r a i l D i v i s i o n . 

Perhaps the most concerning aspect of the proposed 

a c q u i s i t i o n t o C e n t e r i o r , i s t h a t CSX/NS have set f o r t h a p l a n 

t h a t w i l l s i g n i f i c a n t l y b e n e f i t c e r t a i n u t i l i t i e s , w h i l e a t the 

same time choosing t o deny o t h e r u t i l i t i e s these same b e n e f i t s . 

C e n t e r i o r f a l l s i n t o the l a t t e r category. As e x p l a i n e d below, 

and i n the accompanying V e r i f i e d Statement of Mr. Frank S. H a r r i s 

I I , t h i s a r b i t r a r y a l l o c a t i o n of b e n e f i t s by CSX/NS w i l l have a 

s i g n i f i c a n t l y adverse impact on C e n t e r i o r . 

C e n t e r i o r p a r t i c i p a t e s f o r o f f - s y s t e m s a l e s i n two 

N a t i o n a l E l e c t r i c R e l i a b i l i t y C ouncil ("NERC") r e g i o n s , 

the East C e n t r a l Area R e l i a b i l i t y ("ECAR") and the Pennsylvania-

New Jersey-Maryland I n t e r c o n n e c t i o n G r i d ("PJM"). As CSX witn e s s 

Sansom noted i n h i s V e r i f i e d Statement i n support of the R a i l r o a d 

C o n t r o l A p p l i c a t i o n , e l e c t r i c energy i.'- s o l d on an h o u r l y b a s i s 

on the g r i d , and i s p r i c e d l a r g e l y on t.ie b a s i s of each u t i l i t y ' s 

v a r i a b l e costs of producing t h a t energy. V.S. Sansom a t V o l . 3A, 

pp. 319. D e l i v e r e d f u e l cost i s the s i n g l e l a r g e s t component of 

these v a r i a b l e c o s t s , r e p r e s e n t i n g a p p r o x i m a t e l y 75% of the cost 

of g e n e r a t i n g e l e c t r i c i t y . I d . As a r e s u l t , those u t i l i t i e s 

t h a t are able t o o b t a i n the lowest d e l i v e r e d p r i c e s f o r t h e i r 
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f u e l supply w i l l have a s i g n i f i c a n t advantage i n competing f o r 

these energy sales. 

For example, one of Centerior's major competitors f o r 

off-system sales i n ECAR is the D e t r o i t Edison Company. 

Currently, Detroit Edison i s served at i t s Trenton Channel 

s t a t i o n by Conrail, and at i t s River Rouge s t a t i o n by Conrail and 

the Grand Trunk Western Railroad. I f the Conrail d i v i s i o n i s 

approved, both plants w i l l be located i n the D e t r o i t Shared 

Assets Area, and w i l l have j o i n t CSX and NS de s t i n a t i o n service. 

In a d d i t i o n , De t r o i t Edison w i l l have the a b i l i t y to take f u l l 

advantage of the j o i n t use agreement r e l a t i n g to MGA coal 

o r i g i n s . As a r e s u l t , i t appears that i t w i l l be wel l - p o s i t i o n e d 

to obtain highly competitive r a i l t r a n s p o r t a t i o n and coal supply 

prices. The Detro i t Shared Assets Area i s an area that i s 

v i r t u a l l y adjacent, to Centerior's service t e r r i t o r y and i s an 

area i n which Centerior w i l l d i r e c t l y compete f o r energy sales to 

m.any large i n d u s t r i a l consumers such as the automobile industry. 

S i m i l a r l y , a number of Centerior's competitors f o r o f f -

system sales i n PJM w i l l also have enhanced competitive 

t r a n s p o r t a t i o n and supply options i n the post - a c q u i s i t i o n era. 

These f a c i l i t i e s include PECO Energy Compary's ("PECO") Eddystone 

generating s t a t i o n located near Eddystone, Pennsylvania; A t l a n t i c 

C i t y E l e c t r i c ' s Deepwater and England generating s t a t i o n s , 

located near Deepwater and Marmora, New Jersey r e s p e c t i v e l y ; and 

Vineland E l e c t r i c Department's Howard Down generating s t a t i o n , 

located near Vineland, New Jersey. Each of these generating 
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s t a t i o n s w i l l be l o c a t e d i n the South J e r s e y / P h i l a d e l p h i a Shared 

Assets Area. As w i t h the D e t r o i t Edison s t a t i o n s , these 

u t i l i t i e s w i l l have t h e i r c o m p e t i t i v e p o s i t i o n enhanced by v i r t u e 

of o b t a i n i n g j o i n t access at d e s t i n a t i o n and being placed i n 

p o s i t i o n t o take f u l l advantage of the j o i n t use agreement 

r e l a t i n g t o MGA. 

By c o n t r a s t , C e n t e r i o r w i l l be served e x c l u s i v e l y at 

each of i t s f i v e c o a l - f i r e d g e n e r a t i n g s t a t i o n s . As a r e s u l t , 

C e n t e r i o r w i l l not experience any of the b e n e f i t s of j o i n t r a i l 

access t o MGA. I n f a c t , C e n t e r i o r i s concerned t h a t s e r v i c e from 

t h i s reciion w i l l a c t u a l l y d e t e r i o r a t e as a r e s u l t of the merger. 

CSX w i l l no longer r o u t e C e n t e r i o r ' s c o a l through the Shire Oaks 

f a c i l i t y , a s t a g i n g f a c i l i t y which C o n r a i l has used t o ro u t e a l l 

of i t s MGA c o a l . I n s t e a d , CSX has i n d i c a t e d t o C e n t e r i o r t h a t 

i t s c o a l w i l l be r o u t e d through the Newell Yard, a yard which, 

accor d i n g t o CSX, i s c u r r e n t l y i n need of s u b s t a n t i a l upgrading 

t o handlt the t r a f f i c t h a t CSX intends t o miove from the MGA. 

While CSX hopes t o have t h i s upgrade completed by the 

consummation of the t r a n s a c t i o n , C e n t e r i o r i s concerned t h a t the 

c u r r e n t l e v e l of s e r v i c e from. C o n r a i l w i l l degrade. 

Of course, the above concerns w i l l not be faced by our 

co m p e t i t o r s , p r i n c i p a l l y D e t r o i t Edison and PECO. These 

u t i l i t i e s w i l l have the o p t i o n of using CSX, or c o n t i n u i n g t o 

r o u t e c o a l v i a NS through the Shire Oaks f a c i l i t y , a f a c i l i t y 

t h a t u n l i k e Newell Yard i s of proven q u a l i t y . As the s h i p p i n g 

community has learned from the recent, ongoing t r o u b l e s of the 
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Union P a c i f i c i n i t s e f f o r t s t o a s s i m i l a t e the Southern P a c i f i c , 

these concerns should not be taken l i g h t l y . 

The above competitiven'^ss concerns are s i g n i f i c a n t t o 

C e n t e r i o r . We b e l i e v e t h a t the o n l y way f o r the Board t o prevent 

C e n t e r i o r from being c o m p e t i t i v e l y disadvantaged i s t o arm 

C e n t e r i o r w i t h some form of j o i n t access a t i t s p l a n t s t h a t w i l l 

m a i n t a i n i t s c o m p e t i t i v e p o s i t i o n . For t h i s reason, C e n t e r i o r 

b e l i e v e s the Board should impose a c c n d i t i o n g r a n t i n g trackage 

r i g h t s t o enable NS t o serve C e n t e r i o r ' s Ashtabula, Eastlake and 

Lake Shore p l a n t s i n the Cleveland area. I n r e q u e s t i n g t h i s 

p r o t e c t i o n , C e n t e r i o r i s not opposing j o i n t s e r v i c e t o u t i l i t i e s 

l o c a t e d i n Shared Assets Areas or t o the j o i n t use agreement 

r e l a t i n g t o MGA. We simply want t o assure t h a t C e n t e r i o r ' s 

c o m p e t i t i v e p o s i t i o n i s not dimin i s h e d i n the process. 

I l l . 

CENTERIOR WILL BE HARMED BY THE ACQUISITION PREMIUM 

Another s e r i o u s concern t o C e n t e r i o r i s the r i s k t h a t 

i t w i l l bear p a r t of the burdens of the enormous premium, t h a t CSX 

and NS w i l l pay f o r the C o n r a i l assets. As noted above, the 

C e n t e r i o r p l a n t s are e x c l u s i v e l y served by e i t h e r NS or CSX. 

While C e n t e r i o r i s c u r r e n t l y s u b j e c t t o e x c l u s i v e s e r v i c e by 

C o n r a i l at Ashtabula, Eastlake and Lake Shore, and NS at Avon 

Lake and Bayshore, n e i t h e r c a r r i e r i s p r e s e n t l y faced w i t h the 

need t o recover a huge premium. Both CSX and NS w i l l be under 

g r e a t e r pressure than C o n r a i l i s p r e s e n t l y t o maximize earnings 
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on coal t r a f f i c because of the premium they are paying t o a c q u i r e 

the C o n r a i l assets. 

C e n t e r i o r i s deeply concerned t h a t absent r a i l 

c o m p e t i t i o n a t our c o a l - f i r e d g e n e r a t i n g s t a t i o n s , we w i l l be 

prime candidates f o r CSX and NS t o pass through t h i s premium i n 

the form of h i g h e r r a t e s . One way t o p r o t e c t C e n t e r i o r from the 

r i s k s a s s o c i a t e d w i t h the pre.-^ium i c t o g r a n t the NS trackage 

r i g h t s t h a t I d i s c u s s above. .^uch trackage r i g h t s would p r o v i d e 

a c o m p e t i t i v e check on CSX or NS attempts t o r a i s e r a t e s t o our 

e x c l u s i v e l y served s t a t i o n s i n order t o recover p a r t of the 

a c q u i s i t i o n premium. C e n t e r i o r ' s o n l y o t h e r recourse may be t o 

pursue r a t e p r o t e c t i o n from the Board under i t s maximum r a t e 

g u i d e l i n e s . Mr. H a r r i s w i l l be e x p l a i n i n g why t h i s ren.edy may 

a l s o be i m p a i r e d i f the Board does not take acL.on t o p r o t e c t 

C e n t e r i o r . 

CONCLUSION 

For these reasons, and a l l of the reasons discussed 

above, C e n t e r i o r asks t h a t the Board impose the f o l l o w i n g 

c o n d i t i o n s : 

1. Grant NS trackage r i g h t s over t .le l i n e of CSX 
between C e n t e r i o r ' s Lake Shore g e n e r a t i n g 
s t a t i o n i n Cleveland and "CP 124" l o c a t e d 
east of Ashtabula, i n c l u d i n g r i g h t s t o e n t e r 
the above l i n e through the B u f f a l o Connecting 
Track and Cleveland Connecting Track, f o r the 
l i m i t e d purposes of t r a n s p o r t i n g loaded and 
eaipty t r a i n s of coal t o and from C e n t e r i o r ' s 
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Ashtabula, Eastlake and Lake Shore generating 
s t a t i o n s . 

2. Impose a condition that would assure 
that the a c q u i s i t i o n premium would not 
adversely a f f e c t regulatory rate-making. 
This condition would only apply i n the 
event that Centerior were to i n s t i t u t e a 
rate proceeding before the STB. 

Unless the Board imposes the above conditions, 

Centerior w i l l s u f f e r serious competitive harm from the Conrail 

d i v i s i o n . Centerioi r e s p e c t f u l l y requests that the Board impose 

^he above conditions to protect i t from that harm. 
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VERIFICATION 

STATF o r OHIO ) 
) ss: 

COUNTY OF CUYAHOGA ) 

MICHAF-L A. KOVACH, being duly sworn, deposes and says that he has 

ead the foregoing Verified Statement, knows the contents thereof, and that the 

same are true as stated. 

Michael A. Kovach 

Sub.scribed and sworn to before me this ! 7th dav v(f October. 1997. 

MMBY C: SCHUBERT. HOTARY PUBLIC 
CJTAHOG* COUNTY. STATC OF OHIO 

UY COMMISS'ON EXPIRES AUG, IB, 209̂  
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I. INTRODUCTION 

My name is ! rank S. Harris II I am a Vice President with the firm of L.F. Peabody & 

Associates. Inc.. wiih offices located at l.'̂ OI Duke Street. Suite 2(M). .Mexandria. Virginia 

22304. 

I have been continuously involved in matters relating io railroad economics, costs and 

operations for over ?i5 years. During thai period I have served as an expert witness and 

provided economic analyses in numerous proceedings before the Interstate Commerce 

Commission ("ICC") and its successor organization the Surface Transportation Board ("STB"). 

My experience includes participation in a number of major merger proceedings dating trom the 

I960"s to the present I have also presented evidence and provided consultation in the series of 

crucial regulatory rule making proceedings which began some 25 years ago and have culminated 

in the rules and procedures cur ently emphned b\ the STB My practice has concentrated on 

coal transportation and supplx. and has included representation of both c<;rrier and shipper 

interests. A summary of my qualifications and experience is included as Appendix A to this 

statement. 

1 iiave been requested by the Cenieru r Ivnergy Corporation ("Centerior') tv> analyze and 

comment on the Railroad (\>ntrol Application filed by CSX Transportation. Inc ("CSXT") and 

Norfolk Southern Kaiiuay (\>mpany ("NS") before the SfB in Finance Docket No. 33388. My 

specific assignment is to evaluate the eflecis which displacement of Consolidated Rail 

Corporation ('Conrail ') by CSX f and NS service, as advocated in the .Application, will have 

on Centerior's abilitx to preserve and maintain the level of competitively priced rail coal 

tiaiisportalio.' which it currciill) experiences. 
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My analyses are based on my overall reading of the Application with emphasis on the 

testimony ot Applicant witnesses Robert L. Sansom and Raymond L. Sharp. I have also 

reviewed workpapers supporting the Applicants" submission. Applicants" responses to 

interrogatories and document requests and the depositions of various participants in this 

proceeding. 

Details relating to Centerior"s coal movements and coal supply requirements were provided 

to me by Centerior Witness Michael A. Kovach. Mr. Kovach s concurrently tiled statement 

explains Centerior's position with respect to coal supply and transportation options in meeting 

its generation requirements. 

My testimony addresses the impacts which the proposed Conrail division, if implemented, 

would have upon the competitiveness of Centerior's Ashtabula. Eastlake. and Lake Shore coal-

fired generating stations. A schematic depicting the post-acquisition lines serving these Centerior 

destinations is included as Exhibit (FSH-1) to this statement. 



The results of my analyses are summarized in the remainder of this statement under the 

following headings: 

II. l indings and Conclusions. 

III. Competitive Advantages Purported in the Application Will Not Accrue to Centerior's 
Benefit 

IV. The Acquiring Carriers Could Extract Monopoly Rents from Centerior Under the 
Proposed Acquisition F*lan. 

V. Centerior s Ability to Compete in Deregulated Electric Power Markets V/ould Be 
Diminished Under the Proposed .Acquisition Plan. 

VI. The Applicants" Need to Service the Acquisitior. F'remium Would Impair Centerior's 
Ability to Obtain Compelitive Coal Rates. 



11. FINDINGS AND CONCLUSIONS 

Based on my review of the Railroad Contml Application filed by CS.XT, NS and Conrail, 

as well as the workpapers, depositions and .Applicants' responses to discovery, my findings are 

as follows: 

1. The Applicants" entire rationale and justification for the SrB"s approval of the 
Applicatit)n rests on the assertions that the proposed acquisition would: a be pro-
co npetitive with respect to shippers: and. b improve service to shippers. While these 
justifications may. or may not. apply to .some shippers, they do not apply to Centerior"s 
rail coal shipments. 

2. According to Ihe Applicaiils. the primary manifestation of "impr(wed service" will be 
an increase in single line ino\ements. which in turn translate to lower delivered costs 
and unproved iraflic cycle times. Centerior will, in fact, lose its Conrail single line 
service from eastern Ohio, if the terms of the Application are implemented. Conrail 
single line service from the Monanhegela ( "MGA ") area will be displaced by single line 
service by CS.X I . who. b> other terms of the .Application, would exclusively own the 
forn;er Conrail Chicago lint on which three of ("enterior s coal fired generating stations 
are located. 

3. Whereas Conrail. because of its dual single line routes i . the Cleveland area statu)ns. 
was relatively indifferent to the relative volumes llowinj; from respective origins in east 
Ohio and the MGA. CSXF. with its monopoly over Centerior"s Cleveland area 
destinations, would sell-evidently seek to drive that portion of Centerior s coal supplies 
to its own origins. 

4. As is shown in the memorandum attached to this statement as Exhibit (FSH-2). 

5 .Several utilities which either compete or may compete with Centerior for off-.system 
electricity sales will, under lerms of the Application, receive the benefit of increased 
single-line service and destination service which increases from one carrier to two 
carriers. Because delivered fuel ctists constitute the major cost in the production of 
electricity, these competing utilities will actually realize ihe major advantages nredicted 
by the Applicanls. Centerior. however, would suffer deprivation o| its competitive 
position because of loss of single-line service and loss of practicable access to the eastern 
Ohio coal fields. 
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Unless adequate protective conditions are imposed. Centerior s future rail delivery of 
coal will be exclusively controlled by CS.X T at its Ashtabula. Eastlake and Lake Shore 
stations and NS at its Bayshore and Avon Lake stations. Because of the premium paid 
as the result of the bidding war for Conrail, both carriers must compensate for a pay-
down burden in excess of in order to survive The money \o pay down this 
premium must be derived from shippers Centerior pn)vides a classic example, because 
of the exclusive CSXT or NS destination service at each of its stations, of a potential 
major st uice for the pay-down of the premium. 
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HL (OMPETITIN E AI)\ A N T A ( ; E S PI RPOR I El) IN THE 
APPLICATION W U.L NOT ACCRUE TO CEN l ERIOR'S BENEFIT 

The major justifications for STB approval of the subject Application are the promotitm of 

increased rail competition in the areas currently served by Conrail and the intnxluction of 

increased economies of operation projected to be caused by an increase in single line 

movements. As is outlined ir. the testimony of Centerior Witness Michael Kovach. under the 

terms set forth in the Application. Centerior will in fact be deprived of crucial single line coal 

.service while simultaneously seeing its ability to obtain coal economically from eastern Ohio 

origins jeopardized. Additionally, under the terms of the Application. Centerior could easily 

find itself in a position where it could be "whip sawed" by CSXT or NS in the respective 

carriers inevitable efforts to maximize profits Compounding these difficulties is the fact that 

indeed, some electric utilities will benefit, as extolled in the Application, from single line service 

or new or improved dual rail competition at origin and/or destination Unfortunately, several 

of those utilities thai would benefit from ihese features of the .Application are now. and will 

continue to be. in competition with Centerior for the oft-system sale of electricity. 

Also of major concern to Centeri(>r is tht unprecedented expenditure and debt which CSXT 

and NS ha' e sustained in the purchase of Conrail. This expenditure and debt includes a massive 

premium which both parties must pay as the result of each party's "ante-up" game which 

attended the K battle to determine who WDuld acquire Conraii's lines. As I discuss 

subsequently, the ieduction of this premium must be made by the shippers which CSXT .ind NS 

serve, and in particular those thai are exclusively served at either origin or destination to one 

or the other ot the acquiring carriers It should be noted here that Conrail. the carrier currently 



providing exclusive service to Conterior"s generating stations has no such premium burden to 

collect through innaiit)n ot rates. 

Given these circumstances, Centerioi will not be able to avail itself of the advaniages which 

Ihc Applicant carriers allege as juMification for the acquisition. Rather, the conditions which 

Centerior faces m the event v>f ayiproval ot the Application are in practically every respect, 

antithetical to those claims whi.h the Applicants have alleged in order to rationalize the 

acquisition. 

To exemplif> Centerior's potential post-acquisition position and to contrast its loss of 

competitive leverage with those competitive advantages which are predicted in the Application, 

I analyze below hree of the " f i ' e benefitr. which CSXT Witness Robert L. Sansom claims will 

"result in significant bene'its to the electric generating indu.stry." (V.S. Sansom, pages 315-316). 

A. CENTERIOR WILL NOT BENEFIT FROM 
A REDICTION OF SHARE OF FIRMS 
WITH SOLE SOI R( E DELIVERY 

Alleged Benefit 

"The tran:saction reduces the share (»f firms with sole source delivery of fuel and 
coal to electric generators within the electric power pools presently served by 
Conrail. ' SansvMii V S.. at 31.'̂ . 

Comments 

Under the .Application. Centerior would continue to be served by one carriei at its 

Ashtabula. Fastlake and Lake Shore Generating stations. Therefore. Centerior would obviously 

not ix' availed ot the advantage o{ dual source delivery which the terms ot the .Application would 

bestow on several competing utilities In Centerior's situation, the change of identitv of the 
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delivering carrier is m(;re than just a new set of initials The exchange of CS.XT destination 

service for Conrail destination service allows for a tightening of the destination monopoly 

because of CSXT's ability to leverage its position through selectively adjusting its divisions of 

revenue in order to choke out undesirable coal origins. Thus, although Centerior may suffer a 

monopoly al destination, whether or not the Chicago Line is controlled by Conrail or CSXT. the 

monopoly imposed by CSXT becomes far more anti-competitive because of CSXT s ability and 

natural proclivity to attempt to control Centerior"s coal sources The harm that will result from 

monopoly power is discussed in detail in Section I \ t)f this statement. 

B. CENTERIOR WILL NOT BENEFIT 
FROM AN INCREASE IN 
SINGLE-LINE HAULS 

Alleged Benefit 

"The transaction results in more efficient single-line hauls for Northeastern and Mid-
Atlantic power plants that currently rely on inefficient inierline rail hauls to purchase 
low sulfur centralized Appalachia coa' 'o meet environmental and other requirements. " 
Sansi)m V S.. at M5 

Comments 

Given the factors discussed in Section IV of this Verified Statement, it is evident that 

Centerior will not be in positi>Mi to reap the benefits of the purported increase in single-line 

hauls. In fact. Centerior will suffer Ihe loss of an important single-line haul that is currently 

u.sed by Conrail ti^ deliver significant quantities of coal to its Ashtabula and liast I .ike stations. 

Accordingly, rather than preserving its pre-acquisition competitive status quo with regard to 

single-line options. Centerior w ill be competitively disadvantaged by the loss of a reliable low-

cost sinule-line source. 
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C. CENTERIOR W I I L NOT 
BENEFIT FROM I HE MUX 
JOINT USE AGKEEMENT 

Alleged Benefit 

Ihe transaction gives producers of civil located on the lines of he former 
Monongahela R.t<lroad. ( "MGA coal") direct access to two origin carriers (NS and 
C"SX). For coai consuming utilities, the prtiposed acquisition opens up the option of 
lower co.si MGA deliveries to existing CSX and NS served desiin;;iions and to six new 
competiti- ely served CSX and NS destinations Also. MGA coai can be blended with 
Powder River Basin ( "PRB") coal to compete with straight Central Appalachian coal 
lor compliance u ilh the C.\A Januarv 1, 2(M)() requirements " Sansom V S.. at 316. 

Comments 

The MGA Joint Use Agreement provides certain utilities with significantly enhanced product 

competition for MGA coals. In particular, this agreement benefits utilities that presently have 

joint destination access, or will have such access as a result of the Conrail division. 

On the contrary, exclusively served utilities, like Cenlerior. will obtain no discernible 

benefit from this rail C()mpetition at origin. Centerior's choices in purchasing MGA coal tor use 

at its Cleveland area st.ilions will be limited to CSXT. 

In addition, as Centerior Witness Kovach explains, the CSXT facilities through which MGA 

coal will be routed (i.e., Newell Yard) are presently inferior to the lacilities on the line used by 

Conrail (i e . Shire Oaks) currently and that will be used by NS in the post-acquisition period. 

While CSXT has plans to upgrade Newell Yard, the Board should not lake lightly concerns that 

service may diminish for Conrail cusuimers following the division. In particular. Centerior. as 

a shipper with only one MGA tran.sportation option, runs the risk that if service problems arise 
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in MGA those shippers without the ability to divert to the competing carrier may not receive 

priority at places like Newell Yard. 



II

IN . THE ACQUIRINtI CARRIERS COI LD EXTRACT MONOPOLY RENTS 
FROM CEN FERIOR UNDER THE PROPOSED ACQUISITION PLAN 

CSXT's intent to use its potential monopoly power at Centerior's Cleveland area destinations 

is clearly manifested in 
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V. CENTERIOR'S ABILITY TO COMPETE IN DEREGl LATED 
ELECTRIC POWER MARKETS W O l LD BE DIMINISHED 

UNDER THE PROPOSED ACQUISITION PLAN 

Given recent regulatory developments in the electric utility industry it is now increasingly 

important for utilities U). at a minimum, maintain their competitive position. This is particularly 

true for units, like Centerior's Ashtabula and Eastlake station... that are used to meet peaking 

and intermediate demand. Kovach V.S It is also true for units that are currently out of service 

but remain available for generation, such as Centerior s l^ke Shore station. As the effects of 

deregulation of power markets continue to emerge, there will be increased competition for off-

system .sales of electricity. 

Applicants themselves recognize iW.n the single greatest driver in the ability to compete for 

energy sales is delivered fuel cost As CSXT Witness Sansom notes, delivered fuel costs 

account for about 75'(' of the variable cost of operating a plan:. Sansom V S.. at 319. This is 

particularlv true of economy energy sales, wtiich transactions ar.; made on the grid based on 

intense head lo head coiii|ielition. 

The division of Conrail. if approved without protective conditions, w ill diminish Centerior s 

current .ompetiiive position at its Cleveland area stations. As Witness Kovach explains. 

Centerior competes directly for energy sales with a number of utilities that will be obtaining 

new. or improved, rail access at their generation stations. Specifically, the following utilities 

will experience a change in their rail service al destination as a result of the Conrail division: 
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Utility Station Current Access 
(2) (3) 

Detroit Ivdisoii River Rouge Conrail. GTW^ 
Delmil lidison •f renton Channel Conrail 
F.CO Eddystone Conrail 
Atlantic F l̂ectric Deepwater Conrail 
Atlantic Filed ric Fjigland Ci'nrail 
Vineland Howard Dc'wn Conrail 

After the acquisition, the Detroit Edison plants will be located in the Detro't Shared Assets 

Area ;md will be jointly .served by NS and CSXT. The PECO. Atlantic Electric and Vineland 

plants will be located in the South .Jersey'Philadelphia Shared Assets Area and will ais( be 

jointly served by NS and CSXT. 

These utilities are in a position lo realize a dual benefit 'rom the transaction Not only 

should ihey experience greater competition Un rail transportation rates resulting from dui'l 

access, they will enjoy the added beiietits described in the .Application, including: increased 

access to a single-line hauls and direct head to-head rail competition in the MGA region. As 

I discuss above. Cenlerior will not eiimy any ot these benefits. 

Utilities so situated in joint access areas would be in position to reap the benefits of this 

transaction in the Unm of lower delivered iuel costs Ihese lower delivered fuel costs will, in 

turn, enable them to be more compelitive for off-system energy sales. It is simply incorrect to 

suggest that utilities outside of these joint access areas are iK>t being harmed. Those utilities left 

While this suitmn has HHIII dcs,inalii>n service today. GTW docs not have the ahiliiv to provide singlc-linc 
service Irom easteni coal origins, including MGA. This, ol course, will cliange VMth NS aiid CSXT deslination 
ser\ !ce. 
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oul of the party are deprived of the relatively level playing field on which the.' currently 

compete tor oft system energy sales. 

Il bears emphasis that the remcdv sought by Cenlerior to address the adverse impact on its 

compelitive position. NS trackage rights over the CSXT Line between the Lake Shore to 

.\shtabula station is limited in scope. However, il shrald be understood lhal compensation for 

such traffic rights should be set at the cost ot service level and adjustment based on the changes 

in STB s Kail Cost Adjustment Factor, including consideration of productivity. I he Applicants 

have prtwided significant access to each other throughout metropolitan Cleveland and 

si'..-ounding areas. NS has trackage rights over CS. 'ines within Cleveland and extending to 

Collinwood Yard These rights enable them to pass, i . . ugh not serve, the l^ke Shore station. 

CSX 1 has trackage rights that enable it U) nn>vc coal via the \'oungslown Line north to 

Ashtabula Harbor. NS will own this line and has explained th.;' u intends to move coal via this 

line to the Ashtabula Harbor. Again. NS however, is not allowed to make a left turn lo make 

deliveries to Eastlake. or a right turn to make deliveries to Ashtabula 

As ihe above demonstrates, there can be no question that in dividing Conraii's assets in the 

Cleveland area, the .Applicants consciously and deliberately decided lo carve up the lines so that 

there would be joint access to manv significant areas in and around Cleveland, but lhal 

Centerior's Cleveland area generating stations would be in the sole control ot CSXT. In so 

doing, they ignored the significant pcnential competitive harm that Centerior will suffer from 

having to compete with utiliiies thai were given impr(ned access, while al the same time 

Centerior loses a principal single-li-r.'. cost competitive "-upplv source (i.e.. eastern Ohio coals). 
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V I . THE APPLK ANTS' NEED TO SERVICE THE ACQl ISITION 
PREMIUM W O l I D IMPAIR CENTERIOR'S ABILHA 

TO OBTAIN COMPETITIVE RAIL COAL RATES 

As discussed below , the substantial premium which CS.XT and NS are committed to pa> for 

Conrail will increase future revenue adequacy and jurisdictional threshold determinations in the 

event that Centerior seeks rectmrse before the STB for rates imposed either singly or jointiy by 

CSXT and NS in the calculation ol a carrier"s net investment iiase. Given that each of 

Centerior's five coal fired gencraung statiorv, would be served exclusively by either NS or 

CSXT. Centerior is a prime candidate to finance the acquisititm through higher rail rates. 

Following is a summary of f indings relating to the potential future effects of the premium. 

1. CSXT/NS are paying a significant premium for Conrail thai will adversely affect future 
revenue adequacy and jurisdictional threshold calculations. 

2. fable I below summarizes the CSXT'NS premium for both revenue adequacy and 
jurisdictional threshold purposes. 

Table 1 
CSXT and NS Preminm 

to Acquire Conrail 
($ in Billions) 

Item 
For Revenue For Jurisdictional 

Adequacv Purposes Threshold Purposes 
(1) (2) (3) 

1 CSXT 

2. NS 

3. final 
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3. I have liickided CSX f 's portion of the Conrail premium into a CSXT/Conrail URCS 
formula and calculated the variable ci)st ot providing service for the average CSXf coal 
train movement based on the characieiistics of a typical eastern utility coal train 
identified by CSXT's Witness Sharp 1 compared the results to CSXT s cost of 
providing serv ice for the average cinil train wjlhoui the premium fable 2. Column (2) 
summarizes my results on both the variable cost and jurisdictional threshold calculations. 

4 I performed the same analysis using a combined NS Conrail URCS formula and NS' 
portion of the Conrail preimiim fable 2. Column (3) sunmiarizes the results of this 
analysis 

fable 2 
Impact of C(mrail Premium 

on Variable Costs and .lurisdictionai Threshold 

Item 
(1) 

1. Variable Cost Per Ton 
a Without the Conrail Premium 
b With the Coniail Prenuum 
c. '/( Increase 

Jurisdicli()nal Ihreshold Per I'on 
a Without the Conrail Premium 
h With the Conrail Premium 
c. '-' Increase 

CSXT NS 
Amount Amount 
Per I on Per Ton 

(2) (3) 

Source: Kxhibii (FSH > tor CSXT and ' .nibit d SH 4) tor NS. 

By including the premium CSXT is paying for Conrail in CS.X I "s URCS formula, both 
the variable cost of providing serv ice and the resulting jurisdictional threshold associated 
with Ihe average (\SX'f co;'.; iiain movemenl will increase by . Similarly, by 
including the premium NS is paying, the variable cost of scrv.ce and resulting 
jurisdictional threshold tor a C(Mnparable NS movemenl v\ould increase bv 

When llie ("onrail premium is included with NS ind CSXT revenue adequacy 
calculations based on existing STB procedures, the NS' and CSXT s return on 
investment ire adversely impacted because ihev are artificially reduced as summarized 
ill fable 3 below. 
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fable 3 
Impact ot Includin|> Conrail 

and Conrail Premium on STB's 1996 
Revenue Adequacv Findings for NS and CSXT 

Item 
(1) 

STB's 1996 Cost of Capital Rate 
STB s 199ft Revenue Adequacy Findini F' )r NS 
STB"s 1996 Revenue Adequacy Finding For CSXT 
19% Reveimc Adequacy Calculations Assuming' 
a. NS and .^h'i of Conrail and Conrail Premium 
b. CSX f and 429̂  of Conrail and Conrai! Premium 

Amount 
(2) 

11.97. 
13.07r 

8.9% 

.Source: Hxhibil (t-SH 5), Columns (8) and (^)). 

NS" return on investment will be reduced by (i.e.. trom 13.0% to ) and 
CSXT's return on investment will be reduced by (i e.. from 8.9% to ) if b(\h 
Conrail and the Conrail premium are included in the STB"s revenue adeq'iacy 
calculations. 

The adverse impact on the jurisdictional threshold and revenue adequacy calcinations of 
including the Conrail premium can be avoided. Specifically, the "status cjo" can be 
achieved by inciuding the difference between either the aj praised value or the :»':<;jisition 
cost and the pre acquisitioi, historical book value i>f Corraii into properiv Account 80 -
Other Filements of Investment. Following the exisiing STB revenue adequacy 
procedures, debits placed in Account 80 will be excluded from revenue adequacy 
calculations. .Also monies placed into Account 80 for regulatory i..;sting purposes will 
not impact the railroads" variable unit costs based on existing URCS procedures This 
remedy easily can be implemented by the carr-ers, with no a.lditional accounting or 
administrative burden 

Centerior requests that llie adiustment .ibove be incorporated in any tJture rate 
proceeding before the STB involving CSXT and NS, .:i.id that the future use of the 
adjustment should be a condition of acquisition approval. 



Appendix A 

FRANK S. HARRIS TI 

SUM.MARY OF Qt ALIFIC ATIONS AND 1:XPER1ENCE 

PROFESSIONAL EXPERIENCE: 

A. /•;. I'cahody & Associates, Inc. (1991) - Mr. Harris has been continuously engaged in the cost 
and economic analysis ot railroad anti other mtxles of transportativ' i for both regulatory and 
internal management application for over thirty-five (35) years. He has appeared as an expert 
witness in proceedings befcKc the Interstate Commerce Conmi.ssion anil numerous state 
regulaU)ry agencies. 

Mr. Harris' experience includes and incorporates the many changes tint have occurred in 
transportation economics, regulation and operations over the pa.st thirty (30) years. Mr. Harri.s' 
specific experience iin.I„des: Development of railroad, trucking, pipeline and urban tran.s,K)rtation 
costing miKlels for general application; Compilation of data bases of unit coal train rates with 
access capability ha.sed on shipper name, origin and de.stination points, length of haul, BTU 
content, and level and nnxle of • Dinpelition; Design and implementation of tariff rate Ibreca.sting 
model to interlace with existing tariff rale data ba.se; Statistical analysis of the effects of inter-
aiid inlra-modal competition on railroad pn)lit margins; Drafting of rate and service provisions 
ol U)iig-tenn railroad transportation contracts for electric utility companies; Participation in 
contract negotiations between railroads and shippers; Present-value companst)n of txitential 
height bills t)ver contract lives under alternate rale and late escalation projx>sals; Development 
oi rale escalatiiMi formulas toi niclusion in railrcnul transpi)rtation contracts; Design and 
implementation ot a niainten:ince of way scheduling sy.stem which establishes schedules and 
capital budgeting programs and analyzes the eHect that these expenditures have on t)perating 
lactors. Ill' >ibers ol Irain accidents, and co.sts tor Cla.ss I ailroads; consulting Project Manager 
lor the Ui.itcd States Railway A.ss(xialioii s rail tenninal capacity studies; Lead cost witness in 
proi ceilings involving pip'-line rate increa.ses. justifications lor suci' increases and a'.alyses of 
variable tlin^ughpui etiects and equity ownership investment loss impacts, Cixst dev.lopment for 
applicatior. in rate di.sputes involving coal and grain unit trains, with specific eriphasis U| 
meieint 'ital plant investment projections for high volume operations; Participutioi in major rail 
mergeis spanning three decades; Preparation of reports dealing with cost theo y tor the U.S. 
DeiMitPienl o\ Transpoilalion relating lo n>i! regulatory legislation introduced in 197.s and 1976; 
a;ui. Spur line and alternative route construction lor purposes of competitive ac :ess. 

I'ti'vinus Rcl.tted l .̂xpcriencc - Froir; P)(i3 to 1909 Wf Harris ŵ *- employed by the M;nketing 
.111(1 I'laiiiiiiig Division ol the -Soiitlieii! Railway System. As Senior Cost Analyst, Ins primary 
I'.spoiisibilily wis the developrienl oi cost data lor presentation beiore .state and Federal 
ivi'.ulatorv bodies. In 1969, Mi. Harris joined a Washingti D.C, trat. portalion consulting firm 
:uid was appointed vice presiueni ot the lirm in 1971. In 1976, he jciiu-d the lirni o! Suavely. 
Kuig A: Associates, Inc., wiuch became Suavely. King, Harris & As.sociales. Inc. w. I97S. when 
Wl. Harris becante a |xiitr.er in the finn Mr Harris founded his own company in 19X1 and in 
i')K.'' tormed Harris. Go'.dsieiii Associates Ine. 

I J)UCATION 

Mr Harr's attended Duke Uiuver^it-. .uul liie America'i Uriversitv receiving a BS in 
liiisnie.ss Ailniiriis'.ralion m \'•Ĥ 2 and li;;s l .! I'li giaihiate courses in ecoiDiincs it ll.^ Ai;ieric;',n 
I ' IHVeisi tv. 



Hxhibil (FSH-1) 

Schematic of Routes of Movement to Centerior Power Plants 

l .akc Shore 
(('lc\ eland) 

CSXT i ruclxUgc 
RijilUs over NS 

NS Trackage 
Righfs kei)iiested 
b\ C'eiilerioi 

l\mer I'latit 

Ashtabula | [ ^ ^ ^ 

CP 124 

Yoimgslown 

Miles 

Station 

25.0 

*ittshurgh 

V\est 
Hrownsx ille 

>'ard 

Powhatan #6 
( I a-s( Ohio) 

I'lnerald Mine 
(M(iA) 

L. E. P1':AB()1)V & AvsociAri':s, INC. 
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Exhibit. (FSH-3) 
Page 1 of 1 

Development of Premium Paid »or Conrail Assets 1/ 

Amount 

Item (Millions) 

(1) <2) 

Revenue Adequacy Premium 

1 Total Cost to CSXVNS of Conrail Shares Acquired 2/ 

2 Book Value of Conrail Sliares 2* 

3 \/alue of Eliminated Accumulated Depreciation and Asset Disposition 3/ 

4 Preniium for Revenue Adequacy Purposes ^ 

Regulatory Costing Premium 

b Appraised \/alue o( Conrail Assets f 

6 Gross Book Value of Conrail Assets 2/,3/ 

7 Premium for Regulatory Costing Purposes f 

Premium Deferred Taxes 

8 Deferred Taxes associated with Fair Value 

1/ The Conrail Premium is measured on two bases, an Acquisition basts for Revenue Adequacy Purposes and an Appraisal basis 

lor Regulatory Costing and Jurisdictional Threshold Purposes 
2/ Whilehurst Deposition Exhibit No 1 
3/ Coniail's 1995 Form 10-K Page 46. Asset Disposition equals $285 million and Accumulated Depreciation equals $2,102 million. 

4/ Line 1 - Line 2 + Line 3 

5/ Line t - Line 6 
6; Whitehui it Deposition Exhibit No 1 identifies CSX's portion of deferred taxes By dividing this amount by CSX s shait; of Conrail 

total d.-ferred taxes are calculated Deferred taxes reduce the investment base for both revenue adequacy and reijulatory costing 

Note The Revenue Adequacy Premium is based on Acquisition Cos< The Railroad Accounting Principles Bo.nrd ("RAPB ' l 
adopted GAAP costs as the basis for valuing the railroads assets for Revenue Adequacy Purposes The RAPB 
defined GAAP costs as "The value of the resources forgone by the entity to acquire the assets GAAP cost, as ipplied 
in business combinations, is acquisition cost except in a "pooling of interests " GAAP cost is the net book values of the 
pooling entities " 

Note Tlie Regulatory Costing Premium is based on Appraisal Cost. Recent railroad meigers have used appraised value or fair 

market .'alue in adjusting the acquired assets of the purchased railroad The last two mergers (i.e. BNSF and UP/CNW) 

used appraised value in adjusting the property accounts of the acquired railroads. 

L. E. PF:AB()I)Y & Assc)CiAifc;.s, INC. 
K I I M I M I l < O N M 1 I \ M > 



1 Exhibit_(FSH-4) 
Page 1 of 1 

1 Impact of Conrail Premium on Variable Cost and Jurisdictional Ttirestiold 
For Average CSX Coal Movement 

" A. Movement Assi:mptions For Costing 

• 1 Line Haul Miles 
Source 

Sharp Deposition Page No 306 

2 Car Train Sharp Deposition Page No 292 

• 3 Tons Net Load Per Car Sharp Deposition Page No 292 

4 Railcar is Owned and Provided by CSX Sharp Deposition Page No 296 

• ') Ex Parte No 270 (Sub 4) Unit Tram Adjustments STB Methodology 

6 CSXT's Premium Equals $ Billion - Exhibit_(FSH-3) $ Billion times CSX 
share of Conrail 

Whitehurst Exihibit -1 CRC 1995 10-K 
and Klick Electronic Workpapers 

B B. Variable Cost and Jurisdictional Threshold 

Item Source 

1995 
r^XT 

W/CRC 
Portion of Premium 

• (1) (2) (3) 

Without Premium 

• 7 Variable Cost Per Ton Phase III URCS 

8 Jurisdictional Threshold Per Ton Line 7 x 1 80 

I With Premium 

9 Variable Cost Per Ton Phast il! URCS 

• 10 Jurisdictional Threshold Per Ton Li'.e 9 x 1 80 

_ Increase 

B ' 1 incroase In VariaLle Cost or 
Jurisdictional Threshold (Line 9 - Line 7) or (Line 10 - Line 8) 

L. E. PI<;ABOI)Y & Asscx:iATEs, r*:c. 
M K( KMIMU ( OSSI M W IS 



I Exhibit_(FSH-5) 
Page 1 of 1 

1 Impact of Conrail Premium on Variable Cost and Jurisdictional Threshold 
For Average NS Coal Movement 

" A. Movement Assumptions For Costing 

• 1 .,int ul Miles 
Source 

Sharp Deposition Page No 306 

* 2 Car Tran Snarp Deposition Page No 292 

• 3 Tons Net Load Per Car Sharp Deposition Page No 292 

4 Railcar is Owned and Provided by NS Sharp Deposition Page No 296 

• 5 Ex Parte No 270 (Sub 4) Unit Tram Adjustments TB Methodology 

6 NS's Premium Equals $ Billion Exhibit_(FSH-3) $ '•̂ .llior t'7ies N?, 
share j f Conrail 

Wh'tehursl ExihiPit-1 CRC 1995 10-K 
anc K'lck Ele 'tronir Workpapers 

• B. Variable Cost and Jurisdictional Threshold 

Item Source 
• (1) (2) 

I M S 
NS 

W/CRC 
Portion of Premium 

(3) 

Without Premium 

• Variable Cost Per Ton Phase ill URCS 

8 Jurisdictional Threshold Per Ton Line 7 x 1 80 

H With Premium 

9 Variable Cost Per Ton Phase III URCS 

• 10 Jurisdictional Threshold Per Ton Line 9 x 1 80 

_ Increase 

• 11 Increase In Variable Cost cr 
Jurisdictional Threshold (Line 9 - Line 7) or (Line 10 - Line- 8) 

L . E . Pl- IABODY & ASSCKTIAlT iS, I N C . 

H KI OMIMK ( O N M I I W T S 



VERIEICATION 

COMMONWEALTH OF VIRGINIA ) 
) 

( ITY OI- A' HXANDRIA ) 

FRANK S. IIARRIS I I , being duly sworn, deposes and says that he has read the 
foregoing statement, knows the contents thereof and that the same are true as stated. 

Frank S. Hams II 

.Sworn lo and subscribed 
beforc\:nU" tilii.̂ v a> 

j j ^ ' N ^ i ^ t ^ 1997. 

Wimess my iiand and official seal. 
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BEFORE THE 
SURFACE TRANSPORTATION BOARD 

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

Finance Docket No. 333f 

ARGUMENT 

I . 

INTRODUCTION 

C e n t e r i o r Energy Corpor a t i o n ("Centerior") r e s p e c t f u l l y 

submits t h a t unless p r o t e c t i v e c o n d i t i o n s are imposed, the pro

posed a c q u i s i t i o n and d i v i s i o n of C o n r a i i ' s assets between CSX 

and NS should not be approved. S p e c i f i c a l l y , C e n t e r i o r b e l i e v e s 

t h a t two p r o t e c t i v e c o n d i t i o n s are e s s e n t i a l t o assure t h a t i t i s 

not a d v e r s e l y impacted by the proposed a c q u i s i t i o n : (1) the Board 

should g r a n t trackage r i g h t s t o NS over CSX's l i n e between the 

Lake Shore Generating S t a t i o n and "CP 124" l o c a t e d east of 

Ashtabula, Ohio, i n c l u d i n g r i g h t s t o en t e r the above l i n e t hrough 

the B u f f a l o Connecting Track and Cleveland Connecting Track, f o r 

the l i m i t e d purposes of t r a n s p o r t i n g loaded and empty t r a i n s of 

co a l t o and from C e n t e r i o r ' s Ashtabula, Eastlake and Lake Shore 

Generating S t a t i o n s ; and (2) the Board should r e q u i r e a q u a n t i f 

i c a t i o n of the a c q u i s i t i o n premium and r e q u i r e A p p l i c a n t s t o 



exclude t h a t amount from t h e i r net investment bases f o r r e g u l a t o 

r y c o s t i n g purposes. 

As e x p l a i n e d below, the requested c o n d i t i o n s w i l l 

remedy the adverse impacts a s s o c i a t e d w i t h A p p l i c a n t s ' a r b i t r a r y 

d i v i s i o n of the C o n r a i l assets and s e l e c t i v e i m p o s i t i o n of 

b e n e f i t s on c e r t a i n s h i p p e r s , whiile denying those same b e n e f i t s 

t o competing shi p p e r s . I n p a r t i c u l a r , these c o n d i t i o n s w i l l 

; • • c t C e n t e r i o r from: (1) the loss of s i n g l e - l i n e t r a n s p o r t a 

t i o n s e r v i c e from s o u t i i e a s t e r n Ohio coal o r i g i n s ; (2) the harm 

a s s o c i a t e d w i t h p r o v i d i n g j o i n t access at both d e s t i n a t i o n and 

o r i g i n f o r a number of C e n t e r i o r ' s c o m p e t i t o r s f o i ' o f f - s y s t e m 

s a l e s o f e l e c t r i c i t y ; and (3) the r i s k t h a t the s u b s t a n t i a l 

a c q u i s i t i o n premium w i l l r e s u l t i n u n j u s t r a t e increases f o r 

e x c l u s i v e l y served s h i p p e r s , as C e n t e r i o r w i l l be a t a l l f i v e of 

i t s c o a l - f i r e d g e n e r a t i n g s t a t i o n s . 

I I . 

THE APPIICABLE LEGAL STANDARD 

Pursuant t o the ICC Term i n a t i o n Act of 1995, Pub. L. 

No. 104-88, 109 S t a t . 803 (1995) ("ICCTA"), the proposed C o n r a i l 

d i v i s i o n i s s u b j e c t t o review and approval by the Board.' The 

a p p l i c a b l e s t a t u t o r y p r o v i s i o n s governing the Board's approval o f 

r a i l c o n s o l i d a t i o n s are set f o r t h a t the ICCTA, 4? U.S.C. §§ 

•The ICCTA a b o l i s h e d the ICC e f f e c t i v e January 1, 1996, and 
t r a n s f e r r e d i t s e s s e n t i a l f u n c t i o n s ( i n c l u d i n g i t s a u t h o r i t y over 
r a i l r o a d merger a p p l i c a t i o n s ) t o the Board, which i s an indepen
dent agency w i t h i n the Department of T r a n s p o r t a t i o n . 



11321-27. These p r o v i s i o n s , which r e c o d i f i e d the standards t h a t 

governed r a i l c o n s o l i d a t i o n s under the p r i o r I n t e r s t a t e Commerce 

Act, r : i q u i r e c o n s i d e r a t i o n of the f o l l o w i n g f a c t o r s : 

(1) the e f f e c t of the proposed t r a n s a c t i o n 
on the adeque.cy of t r a n s p o r t a t i o n t o the 
p u b l i c ; 

(2) the e f f e c t on the p u b l i c i n t e r e s t o f i n 
c l u d i n g , or f a i l i n g t o i n c l u d e , o t h e r 
r a i l c a r r i e r s i n the area i n v o l v e d i n 
the proposed t r a n s a c t i o n ; 

(3) the t o t a l f i x e d charges t h a t r e s u l t from 
the proposed t r a n s a c t i o n ; 

(4) the i n t e r e s t of r a i l c a r r i e r employees 
a f f e c t e d by the proposed t r a n s a c t i o n ; 
and 

(5) whether the proposed t r a n s a c t i o n would 
have an adverse e f f e c t on c o m p e t i t i o n 
among r a i l c a r r i e r s i n the a f f e c t e d 
r e g i o n or i n the n a t i o n a l r a i l system. 

49 U.J.C. § 11324 (b) 

Moreover, as the Board has e x p l a i n e d , the " s i n g l e and 

e s s e n t i a l standard of appro v a l " f o r merger t r a n s a c t i o n s i s the 

p u b l i c i n t e r e s t standard set f o r t h at § 11324(b)(1) and ( 2 ) . See 

Finance Docket No. 32760, Union P a c f i c C o r p o r a t i o n , Union Pac

i f i c R a i l r o a d Company, and Miss o u r i P a c i f i c R a i l r o a d Company 

C o n t r o l and Merger -- Southern P a c i f i c R a i l C o r p o r a t i o n , Southern 

P a c i f i c T r a n s p o r t a t i o n Company, St. Louis Southwestern Railway 

Company. 5PCSL Corp., and the Denver and Rio Grande Western 

R a i l r o a d Company, at 98 (Decision served August 12, 1996) ("UP/SP 

•The on"y requirement added by the T e r m i n a t i o n Act i s § 
11 3 2 4 ( b ) ( 5 ) . 

- 3 -



Merger-') .' To determine whether a merger i s i n the p u b l i c i n 

t e r e s t , the Board balances the claimed economic and o p e r a t i o n a l 

b e n e f i t s of the merger against any p o t e n t i a l c o m p e t i t i v e harm. 

The Board looks t o v a r i o u s c r i t e r i a t o determine 

whether markets served by the merging c a r r i e r s w i l l s u f f e r 

c o m p e t i t i v e harm. These f a c t o r s i n c l u d e : the e f f e c t i v e n e s s of 

intra m o d a l c o m p e t i t i o n (predominantly t r u c k i n g ) ; l o s s of poten

t i a l r a i l r o u t i n g s ; the number of market p a r t i c i p a n t s ; and the 

p a r t i c i p a n t s ' r e s p e c t i v e market shares. See UP/.SP Merger a t 100. 

The N a t i o n a l R a i l T r a n s p o r t a t i o n P o l i c y ("NRTP") 

provides a d d i t i o n a l guidance f o r the Board. See Finance Docket 

No. 3 213 3, Union P a c i f i c Corp., Union P a c i f i c R.R. Co. and 

Mi s s o u r i P a c i f i c R.R. Co. -- C o n t r o l Chicago and North Western 

Transp. Co. and Chicago and North Western Railway Co., at 53-54 

(Decision served February 21, 1995), c e r t . denied, 451 U.S. 1037 

(1981) ("UP/CNW"), c i t i n g . N o r f o l k Southern Corp. - C o n t r o l -

N o r f o l k U Vi. Rv. Co. . 366 I.C.C. 171, 190 (1982). For example, 

the NRTP d i r e c t s the Board, i n t e r a l i a , t o : 

[ A ] l l o w t o the maximum e x t e n t pos
s i b l e , c o m p e t i t i o n and the demand 
f o r s e r v i c e s t o e s t a b l i s h reason
able r a t e s f o r t r a n s p o r t a t i o n by 
r a i l ; " 

" [ M ] a i n t a i n reasonable r a t e s where 
t h e r e i s an absence of e f f e c t i v e 
c o m p e t i t i o n and where r a i l r a t e s 

'Cit i n g , M i s s o u r i - Kansas - T^^xas R. Co. v. Uni t e d S t a t e s , 6 32 
F.2d 392, 385 (5 t h C i r . 1980), c e r t . denied, 451 U.S. 1017 
(19 81) ; Penn-Central Merger and NScW I n c l u s i o n Cases, 3 8 9 U.S. 
486, 498 99 (1968). 
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p r o v i d e revenues which exceed the 
amount necessary t o m a i n t a i n the 
r a i l system and t o a t t r a c t c a p i 
t a l ; " 

* " [ P ] r o h i b i t p r e d a t o r y p r i c i n g and 
p r a c t i c e s , t o av o i d undue concen
t r a t i o n s or market power, and t o 
p r o h i b i t u n l a w f u l d i s c r i m i n a t i o n ; " 
and t o 

* " [E] nsure the a v a i l a b i l i t ' > ' of accu
r a t e cost i n f o r m a t i o n i n r e g u l a t o r y 
proceedings, w h i l e m i n i m i z i n g the 
burden on r a i l c a r r i e r s of develop
ing and m a i n t a i n i n g the c a n a b i l i t y 
of p r o v i d i n g such i n f o r m a t i o n . " 

See 4 9 U.S.C. § 10 101 (1) , (6) , (12) and (13) . 

The Board's g e n e r a l p o l i c y statement governing mergers 

a l s o emphasizes the importance of c o m p e t i t i o n : 

... [T]he [Board] does not f a v o r c o n s o l i d a 
t i o n s t h a t sub.g^tantially reduce '.he t r a n s p o r t 
a l t e r n a t i v e s a v a i l a b l e t o shipper s unless 
t h e r e are s u b s t a n t i a l and demonstrable bene
f i t s t o the t r a n s a c t i o n t h a t cannot be 
achieved i n a l e s s a n t i c o m p e t i t i v e f a s h i o n . 
Our a n a l y s i s of the c o m p e t i t i v e jmpaccs of a 
c o n s o l i d a t i o n i s e s p e c i a l l y c r i t c a l i n l i g h t 
o f the C'ongressionally mandated commitment t o 
g i v e r a i l r o a d s g r e a t e r freedom Zo p r i c e w i t h 
out unreasonable I'egulatory i n t e r f e r e n c e . 

49 C.F.R. § 1180.1(a)(emphasis added). 

F i n a l l y , the Board h i s broad a u t h o r i t y t o f a c i l i t a t e 

the p u b l i c i n t e r e s t by imposing c o n d i t i o n s on r a i l c o n s o l i d a 

t i o n s . See Union P a c i f i c C o n t r o l -- M i s s o u r i P a c i f i c ; Western 

P a c i f i c . 366 I.C.C. 459, 562-64 (1982), a f f ' d sub nom. Southern 

P a c i f i c Transp. Co. v. I.C.C, 736 F.2d 708 (D.C. C i r . 1984), 

c e r t , denied, <69 U.S. 1208 (1985) i "UP/MP/WP") ; Santa Fe South-

- 5 -



ern P a c i f i c Corp. -- C o n t r o l -- Southern P a c i f i c Transp. Co., 2 

I.C.C.2d 709, 807-08 (1986). Such c o n d i t i o n s may i n c l u d e a 

requirement t h a t one c a r r i e r g r a n t t o a r i v a l t r a c k a ge r i g h t s and 

access t o necessary f a c i l i t i e s . 49 U.S.C. § 11324 (c).'' 

The c r i t e r i a f o r imposing c o n d i t i o n s t o remedy ancicom-

pf̂ ;̂ i t i v e e f f e c t s of a proposed merger were d e s c r i b e d as l o l l o w s 

i n the BNSF Merger d e c i s i o n : 

[W]e w i l l not impose o o n d i t i o n s unless we 
f i n d t h a t the c o n s o i x d a t i o n may produce e f 
f e c t s harmful t o the p u b l i c i n t e r e s t (such as 
a s i g n i f i c a n t r e d u c t i o n of c o , : p e t i t i o n i n an 
a f f e c t e d market), and the c o n d i t i o n s w i l l 
a m e l i o r a t e or e l i m i n a t e the harmful e f f e c t s , 
w i l l be o p e r a t i o n a l l y f e a s i b l e , and w i l l 
produce p u b l i c b e n e f i t s (through r e d u c t i o n o r 
e l i m i . i a t i o n of the p o s s i b l e harm) o u t w e i g h i n g 
any r e d u c t i o n '-.o the p u b l i c b e n e f i t s of pr o 
duced by the merger. 

BNSF Merger, a t 55-56, c i t i n g UP/MP/WP, 366 I.C.C. a t 562-565. 

Proponents of c o n d i t i o n s have a l s o been r e q u i r e d t o s' ^ t h a t the 

requested c o n d i t i o n addresses the adverse e f f e c t s of che tra n s a c 

t i o n and Is narrowl y t a i l o r e d t o remedy those e f f e c t s . UP/SP 

Merger. a t 14 5, c i t i n g UP/CNW. s l i p op. a t 97; Milwaukee --

Reorg a n i z a t i o n - A c q u i s i t i o n by GTC, 2 I.C.C.2d 427, 455 (1985). 

As w i l l be shown below, C e n t e r i o r ' s requested c o n d i t i o n s s a t i s f y 

a l l of these e n t e r . a . 

•For example, the Board might r e q u i r e t h a t t he merged e n t i t y 
g i a n t trackage r i g h t s t o one or more o t h e r r a i l r o a d s over pox"-
t i o n s of the new combined r a i l r o a d , i n order t o m a i n t a i n competi
t i o n . This remedy was employed e x t e n s i v e l y i n b o t h the UP/SP 
Merger and i n Finance Docket No. 32549, B u r l i n g t o n Kor-:hern 
Inc. -- C o n t r o l and Merger Santa Fe P a c i f i c Corp., ( D e c i s i o n 
served August 23, 1995 ("hliS:-' Merger") . 



I I I . 

THE ELIMINATION OF THE SINGLE-LINE 
OHIO COAL ROUTE WILL SUBSTANTIALLY 
LIMIT CENTERIOR'S SOURCE OPTIONS 

\s Mr. Michael A. Kovach e x p l a i n s i n h i s accompanying 

V e r i f i e d Statement ("Kovach V.S."), C e n t e r i o r r e l i e s on Ohio 

co a l s as a s u b s t a n t i a l source t o meet i t s g e n e r a t i o n r e q u i r e 

ments. Kovach V.S., at 4-8. I n t a c t , d u r i n g 1996, C e n t e r i o r 

moved appro x i m a t e l y 1.2 m . i l l i o n c o n t r a c t tons from Ohio V a l l e y 

Coal Company's Powhatan Nc. 6 mine l o c a t e d near A l l e d o n i a , Ohio. 

I d . a t 5. This c o a l was transyoi^te 1 v i a C o n r a i i ' s s i n g l e - l i n e 

r o u t e over the River Line, through Cleveland and then east t o 

Ashtabula and Eastlake "Stations. I d . at 10. 

I f the propoi^.ed t r a n s a c t i o n Ls approved, C e n t e r i o r w i l l 

be unable t o move i t s Ohio ":oal v i a the e x i s t i n g C o n r a i l s i n g l e -

l i n e r o u t i n g . I n s t e a d , Centt^rior' s Ohio coal movements w i l l 

become i n t e r l i n e movements, o r i g i n a t i n g on NS and t e r m i n a t i n g on 

CSX. (Maps d e p i c t i n g the l o c a t i o n of C e n t e r i o r ' s Cleveland area 

s t a t i o n s and the proposed d i v i s i o n s of the C o n r a i l l i n e s and 

v a r i o u s r i g h t s a s s o c i a t e d thercv.'i^h are a t t a c h e d h e r e t o as 

E x h i b i t s (MAK-1) and (FSH-1)). S p e c i f i c a l l y , i f the a c q u i s i 

t i o n i s approved, CSX w i l l operate the Chicago LJne, on which the 

Ashtabula, Eastlake and Lake Shore s t a t i o n s are l o c a t e d . NS w i l l 

a c q u i r e the Youngstown and River Lines, which extend from the 

s o u t h e a s t e r n Ohio c o a l o r i g i n s t o Ashtabula Harbor. NS w i l l a l s o 

a c q u i r e the Cleveland Line, which connects w i t h the River Line 
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near Yellow Cre'?k. Thus, any movements from, s o u t h e a s t e r n Ohio 

o r i g i n s w i l l have t o move i n a j o i n t - l i n e h a u l . 

There are t h r e e fundamental p r i n c i p l e s of r a i l r o a d 

o p e r a t i o n s / p r i c i n g which c o n f i r m t h a t the t r a n s f o r m a t i o n of the 

s i n g l e - l i n e Ohio r o u t e t o a j o i n t - l i n e r o u t e w i l l im^ .-de Cen

t e r i o r ' s a b i l i t y t o cont i n u e t o r e l y on Ohio c o a l : 

* S i n g l e - l i n e s e i v i c e i s p r e f e r a b l e 
t o i n t e r l i n e s e r v i c e ; 

* A c a r r i e r w i t h c o n t r o l over a g i v e n 
d e s t i n a t i o n w i l l r e f u s e t o "short-
h a u l " i t s e l f ; and 

* C a r r i e r s p r e f e r t o maximize p r o f i t s . 

As a p p l i e d t o Cente:'-ior' s s i t u a t i o n , these t h r e e p r i n c i p l e s i n d i 

cate t h a t C e n t e r i o r w i l l no longer enjoy access t o southeastern 

Ohio coaLs on an economical basis 

(A) Loss of S i n g l e - L i n e Service 

The t r a n b f o r m a t i o n of C e n t e r i o r ' s southeastern Ohio 

s i n g l e - l i n e r o u t i n g t o a j o i n t - l i n e r o u t i n g presents a s i t u a t i o n 

t h a t has not beer f r e q u e n t l y observed i n p r i o r Commission or 

Board cases. There i s ample precedent (and ample support from 

the A p p l i c a n t s themselves), however, t o c o n f i r m t h a t t h i s t r a n s 

f o r m a t i o n i s a los s t h a t w i l l be harmful t o C e n t e r i o r . 

S p e c i f i c a l l y , Commission and Board cases 1.. ve h i s t o r i 

c a l l y c h a r a c t e r i z e d t l i e c r e a t i o n of s i n g l e - l i n e s e r v i c e as a net 

p u b l i c b e n e f i t . I n f a c t , the Commission f r e q u e n t l y has a f f o r d e d 

great weight t o the argument ( c h i e f l y advanced by the merging 
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r a i l r o a d s ) t h a t the t r a n s f o r m a t i o n of i n t e r l i n e s e r v i c e i n t o 

s i n g l e - l i n e s e r v i c e i,5 among the most impo r t a n t p u b l i c b e n e f i t s 

of r a i l r o a d c o n s o l i d a t i o n . For example, i n i t s UP/SP Merger 

d e c i s i o n , the Board reasoned as f o l l o w s : 

More E f f i c i e n t Routes/Single-Line Ser
v i c e . I n p r i o r mergers, the ICC placed sub
s t a n t i a l weight on evidence t h a t a proposa] 
presented " o p p o r t u n i t i e s f o r s i g n i f i c a n t l y 
improved r o u t i n g s . " See, e.g.. NS C o n t r o l , 
366 I.C.C. at 173, 175, 196-200. The ICC 
a l s o c o n s i s t e n t l y recognized the sub'=;tantial 
p u b l i c b e n e f i t s t h a t can be d e r i v e d t h i 5 u g h 
c r e a t i n g new s i n g l e - l i n e s e r v i c e s . CS'. Con
t r o l , 363 I.C.C. a t 553. 

I d . a t 113. Moreover, i n i t s BNSF Merger d e c i s i o n , the Commis

si o n noted t h a t : 

S i n g l e - l i n e s e r v i c e i s impo r t a n t t o 
shippe r l o g i s t i c s s t r a t e g i e s . Interchange 
between r a i l r o a d s can be c o s t l y . A s i n g l e -
l i n e r a i l r o a d r oute i s becoming more impor
t a n t f o r c a r r i e r s wanting t o compete f o r 
s e r v i c e s e n s i t i v e f r e i g h t . As a res..'.lt of 
the new s i n g l e - l i n e s e r v i c e c a p a b i l i t y of the 
combined BN/Santa Fe, shippers w i l l l i k e l y 
SfeC decreases i n working c a p i t a l requirements 
as base i n v e n t o r i e s s h r i n k due t o improved 
t r a n s i t times, and as s a f e t y stocks of inven
t o r y are reduced because the ccabined system 
can e l i m i n a t e the u n c e r t a i n t y of interchange. 
The t r a n s a c t i o n costs shippers i n c u r m i n i 
t i a l r a t e n e g o t i a t i o n s , i n arra^.ging equip
ment supply, i n t r a c k i n g shipments, and i n 
b i l l i n g and payment procedures, w i l l i'.'^ely 
be reduced. 

Id. at 65; see also Norfolk Southern Corp. -- Control -- Norfolk 

& Western Rv. and Southern Rv.. 366 I.C.C. 173, 194 n.41 (1982) 

("The Rail Services Planning Office Rail Merger Study, Final 



.Report, February 1, 1978 found, a t page 31, t h a t shippers chose 

s i n g l e over m u l t i p l e r a i l r o a d s e r v i c e more than 90 p e r c e i t of the 

time. One study found t h a t s i n g l e - l i n e s e r v i c e may be the most 

impo r t a n t f a c t o r t o a s h i p p e r . " ) ; CSX Corp. -- C o n t r o l -- Chessie 

and Seaboard C L . I . , 3b3 I.C.C 518, 553 (1980) ( " I t i s g e n e r a l l y 

thought that s i n g l e - l i n e s e r v i c e has m.any advantages o/er j o i n t -

l i n e s e r v i c e f o r both s h i p p e r s and c a r r i e r s . " ) . This precedent 

c l e a r l y supports a c l a i m t h a t the l o s s of s i n g l e - l i n e s e r v i c j 

should be regarded as a n^^t d e t r i m e n t . 

There was at l e a s t one in s t a n c e i n the Comm:^ssion's 

h i s t o r y o t r e v i e w i n g r a i l c o n s o l i d a t i o n s i n which a pro p o s a l was 

advanced t h a t would have destroyed e x i s t i n g s i n g l e - l i n e s e r v i c e . 

S p e c i f i c a l l y , i n B u r l i n g t o n Northern. Inc. -- C o n t r o l -- Green 

Bay and Western R a i l r o a d Co.. 354 I.C.C 458 (1977), the Commis

s i o n considered two competing o f f e r s t o r e q u i r e c o n t r o l over the 

Green Bay and Western Railro^^d ("GBW"). The f i r s t (and u l t i m a t e 

l y , the su c c e s s f u l ) o f f e r contemplated BN's a c q u i s i t i o r of GBW as 

a complete e n t i t y , w i t h r e l a t i v e l y l i m i t e d c o n t r o l t o be exer

c i s e d by BN. The second o f f e r , on the ot h e r hand, was made by: 

( i ) Soo Lines R a i l r o a d Company; ( i i ) the Chicago, Milwaukee, St. 

Paul and P a c i f i c R a i l r o a d Company; and ( i i i ) Chicago and North 

Western T r a n s p o r t a t i o n Company ("the Three L i n e s " ) . The Three 

Lines' p r o p o s a l c a l l e a f o r the d i s s o l u t i o n of GBW, the abandon-

m.ent of s i g n i f i c a n t p o r t i o n s of i t s t r a c k , and the d i v i s i o n of 

i t s rem.aining l i n e s among th«= t h r e e r a i l r o a d s . 



Among a v a r i e t y of reasons provided f o r r e j e c t i n g the 

Three Lines' propc-.al, the Commission emphasized the degradation 

i n service quali'.y that would occur where e x i s t i n g GBW movements 

(of ovei'iead or i n t e r l i n e t r a f f i c ) would be converted i n t o move

ments r e q u i r i n g exchanges between several separate t r a i n s ( j u s t 

to complete the GBW's por t i o n of the movement). In ex p l a i n i n g 

i t s I t imate decision to r e j e c t the Three Lines' proposal, the 

Commission commented t h a t : 

. . . the s u b s t i t u t e service proposed by 
the three l i n e s e n t a i l s substantial increase., 
i n t r a n s i t time due to c i r c u i t o u s routings 
and need f o r exchanging cars between as many 
as f i v e intermediate t r a i n s ; and we f i n d t h a t 
shippers accustomed t o GL,«'s service are 
l i k e l y to experience a sharp decline i n both 
frequency and q u a l i t y of service under tne 
three l i n e s ' proposal. (footnote omitted). 

I d . at 502 . 

I t i s also highly noteworthy that NS and CSX have 

touted the importance of increased s i n g l e - l i n e service as a major 

ben e f i t that would r e s u l t from t h e i r proposed d i v i s i o n of Con

r a i l . For example, CSX's Chairman, President and Chief Executive 

O f f i c e r Mr. John W. Snow, notes: 

One of the major benefits of t h i s t r a n s a c t i o n 
w i l l oe the dramatic increase i n the s i n g l e -
l i n e routes available to snippers throughout 
the East. The inherent s u p e r i o r i t y of s i n 
g l e - l i n e service over i n t e r l i n e service has 
long been recognized i n the r a i l r o a d indus
t r y . I t translates i n t o enhanced operating 
ef f i c x e n c i e s , reduced costs, reduced t r a n s i t 
times, and less handling of f r e i g h t . 
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Verif.-'ed Statement of John W. Snow ("Snow V.S."'', at 9 (App., 

Vo l . 1 at 311) (emphasis added); see a l s o V e r i f i e d Statement of 

Mr. Darius W. Gaskins, J r . ("The advantages c f s i n g l e - l i n e r a i l 

s e r v i c e t o customers have long been recognized.") at 14 (App., 

V o l . 1 a t 102); V e r i f i e d Statement of Mr. Raymond L. Sharp 

("Sharp V.S.") at 8-9 (App., V o l . 2A at 355-56).^ 

Although the A p p l i c a t i o n lacks any s p e c i f i c r e f e r e n c e 

t o C e n t e r i o r ' s l o s s of s i n g l e - l i n e s e r v i c e from southeastern Ohio 

o r i g i n s , the A p p l i c a t i o n does r e f l e c t an awareness tr.at the 

e l i m i n a t i o n of s i n g l e - l i n e s e r v i c e , i u g e n e r a l , c o n s t i t u t e s an 

adverse e f f e c t of the t r a n s a c t i o n . I n p a r t i c u l a r , N. 's Vice 

President - S t r a t e g i c Planning, Mr. James W. McClellan, i n d i c a t e s 

i n h i s V e r i f i e d Statement t h a t "the d i v i s i o n of CR, which i s 

a b s o l u t e l y e s s e n t i a l f o r c r e a t i n g two balance^d c o m p e t i t i v e 

systems, i n e v i t a b l y w i l l cause some t r a f f i c "lOw f l o w i n g i r s i n g l e 

system s e r v i c e on CR t o becom.e two car-^ r movements . . . . " 

V e r i f i e d Statement of James W. McCle^li-n at . '.^pp.. Vol 1 a t 

549). Mr. McClellan adds t h a t : 

The needs of each customer impacted by the 
loss of s i n g l e system CR s'"'rvice w i l l be 

' " S i n g l e - l i n e s e r v i c e w i l l be more e f f i c i e n t because i t w i l l 
e l i m i n a t e delays i n h e r e n t i n interchanges. I n t e r c h a n g i n g r a i l 
roads must c o o r d i n a t e locomotives, cars, crew a v a i l a b i l i t y , 
i n s p e c t i o n s , and t r a c k tir>ie. E l i m i n a t i n g interchange h a n d l i n g 
w i l l s i g n i f i c a n t l y reduce t r a n s i t times f o r c o a l shipments. 
Reducing or e l i m i n a t i n g interchange h a n d l i n g a l s o w i l l reduce the 
l i k e l i h o o d of fr o z e n c o a l d u r i n g the w i n t e r . S i n g l e - l i n e s e r v i c e 
a l s o w i l l improve o p e r a t i o n a l communications over the expanded 
CSXT c o a l network, thereby i n c r e a s i n g CSXT's responsiveness t o 
customer needs. W.: t h the e l i m i n a t on of j o i n t - l i n e moves, 
a c c o u n t a b i l i t y t o customers w i l l a l s o improve." I d . 
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addressed s p e c i f i c a l l y i n the months ahead i n 
order t o minimize adverse ^^Le :ts t o the 
g r e a t e s t e x t e n t p o s s i b l e . 

I d . at 50 (App., V o l . 1 a t 550). The A p p l i c a n t s , however, have 

not "addressed" the needs of C e n t e r i o r t o a v o i d adverse e f f e c t s 

of the t r a n s a c t i o n . 

Tn l i g h t of the broad r e c o g n i t i o n of the s u p e r i o r i t y of 

s i n g l e - l i n e s e r v i c e , ' C a n t e r i o r w i l l be a d v e r s e l y impacted at 

Ashtabula, Eastlake and Lake Shore by the l o s s of s i n g l e - l i n e 

s e r v i c e from southeastern Ohio coal o r i g i n s . 

(B) C r e a t i o n of a New Short-Haul Problem 

The second reason t h a t the c o n t r o l t r a n s a c t i o n w i l l 

h i n d e r C e n t e r i o r ' s supply choices i s t h a t the t r a n s a c t i o n w i l l 

c r e a t e a new s h o r t - h a u l problem f o r CSX. At the present t i m e , 

C o n r a i l i s able t o p r o v i d e o r i g i n - " o - d e s t i n a t i o n s e r v i c e t o 

C e n t e r i o r from both southeastern Ohio and the MGA r e g i o n . 

Because C o n r a i l enjoys a long-haul on both the Powhatan No. 6 and 

MGA sources (and t h e r e f o r e i s not i n a p o s i t i o n where i t might 

d r a m a t i c a l l y reduce i r s own p r o f i t s ) , C o n r a i l has been i n d i f f e r 

ent t o C e n t e r i o r ' s supply choice. See V e r i f i e d Statement of 

' I t bears n o t i n g t h a t i n the western mergers c o a l s h i p p e r 
i n t e r e s t s argued t h a t the b e n e f i t s of s i n g l e - l i n e s e r v i c e were 
o v e r s t a t e d , at l e a s t v.dth regard t o c o a l t r a f f i c , by the c o n s o l i 
d a t i n g c a r r i e r s . I n support of these c l a i m s , s h i p p e r s noted the 
r e l a t i v e e f f i c i e n c i e s of western i n t e r l i n e c o a l movements i n c l u d 
i n g run-though power arrangements. G e n e r a l l y , the same cannot be 
s a i d about e a s t e r n movements which w i l l t y p i c a l l y i n v o l v e the 
need t o break down t r a i n s i n order t o p e r m i t i n t e r c h a n g e s and 
o p e r a t i o n s through m.ajor urban areas, such as Cleveland. 
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Frank S. H a r r i s I I I ("Harris V.S."), at 12. Given the s t r u c t u r e 

of the c o n t r o l t r a n s a c t i o n , as discussed supra, however, the 

c u r r e n t movement from OVCC t o C e n t e r i o r ' s Ashtabula and Eastlake 

s t a t i o n s w i l l becone an i n t e r l i n e movement i n which CSX w i l l o n l y 

p a r t i c i p a t e t o a very l i m i t e d e x t e n t (approximately 49.2 m i l e s 

f o r movements t o Ashtabula, and o n l y 10.1 m i l e s f o r movements t o 

E a s t l a k e ) . See Kovach V.S., at 11. 

One of the fundamental p r i n c i p l e s of r a i l r o a d p r i c i n g 

i s t h a t a d e s t i n a t i o n monopolist w i l l not v o l u n t a r i l y (and under 

the Board's i n t e r p r e t a t i o n of the law, need not) " s h o r t - h a u l " 

i t s e l f . See, e.g.. Docket Nos. 41242 e t a l . , C e n t r a l Power & 

L i g h t Co. v. Southern P a c i f i c Transp. Co.. at 7 ( D e c i s i o n served 

December 31, 1996), pet i t i o n s f o r review pending. Docket Nos. 91-

1081 e t a l . , MidAmerican Energy Company v. STB, ( 8 t h C i r . ) ; 

D e p o s i t i o n of Mr. Raymond L. Sharp (dated August 21, 1997) a t 

170-72 (acknowledging t h a t c a r r i e r s w i t h e x c l u s i v e ?.ccess t o a 

given d e s t i n a t i o n have the a b i l i t y t o d i c t a t e the use of t h e i r 

l o n g - h a u l s ) ; D e p o s i t i o n of Mr. John H. W i l l i a m s (dated August 12, 

1997) a t 381 (agreeing t h a t r a i l r o a d s p r e f e r not t o s h o r t - h a u l 

themselves).' I n o t h e r words, a c a r r i e r w i t h e x c l u s i v e access 

t o a u t i l i t y p l a n t w i l l p r i c e i t s s e r v i c e s from d i f f e r e n t o r i 

g i n s / i n t e r c h a n g e s i n such a manner as t o d i c t a t e the u t i l i t y ' s 

use of whichever t r a n s p o r t a t i o n o p t i o n w i l l p r o v i d e g r e a t e s t 

p r o f i t t o the s u b j e c t c a r r i e r . CSX t h e r e f o r e w i l l i n s t e a d f a v o r 

'Centerior has i n c l u d e d r e l e v a n t e x c e r p t s from the c i t e d 
D e p o s i t i o n t r a n s c r i p t s i n the Appendix t o these Comments. 

- 14 -



i t s new MGA o r i g i n s , f o r which i t w i l l be able t o earn a much 

g r e a t e r p r o f i t , a t C e n t e r i o r ' s expense. H a r r i s V.S., a t 11-13." 

While the A p p l i c a n t s do not s p e c i f i c a l l y discuss the 

f a c t t h a t C e n t e r i o r w i l l lose i t s s i n g l e - l i n e s e r v i c e from Ohio 

o r i g i n s , i n c l u d i n g Ohio V a l l e y c o a l , they attempt t o j u s t i f y t h i s 

l o s s by n o t i n g t h a t C e n t e r i o r w i l l Ciijoy CSX s i n g l e - l i n e s e r v i c e 

from the MGA o r i g i n s , ' and o t h e r more d i s t a n t CSX c o n t r o l l e d 

o r i g i n s , a f t e r the t r a n s a c t i o n . \s e x p l a i n e d by CSX's witn e s s 

Sharp: 

Today, C o n r a i l d e l i v e r s c o a l i n s i n g l e - l i n e 
s e r v i c e d i r e c t l y t o C e n t e r i o r Energy Corp
o r a t i o n ' s Eastlake p l a n t and the Ashtabula 
p l a n t l o c a t e d near Cleveland. These coal 
movements i n c l u d e both Ohio and MGA c o a l and 
c o a l from southwest Pennsylvania. A f t e r 
Board app r o v a l , CSXT w i i i o f ^ e r s i n g l e - l i n e 
s e r v i c e from m u l t i p l e c o a l sources, i n c l u d i n g 
MGA c o a l , t o C e n t e r i o r . More i m p o r t a n t l y , 
C e n t e r i o r w i l l b e n e f i t from the improved 
access t o CSXT's vast low s u l f u r coal t h a t i s 
now a v a i l a b l e t o i t o n l y v i a j o i n t - l i n e ser
v i c e . 

"Of course, CSX may quote j o i n t r a t e s w i t h NS f o r movements 
from Powhatan No. 6, but CSX's d i v i s i o n of such r a t e s w i l l be 
such t h a t CSX w i l l earn a t l e a s t as much as i t would earn on a 
long-haul movement. I d . at 8. Thi.s heightened d i v i s i o n , coupled 
w i t h NS's need tc a t l e a s t recover i t s c o s t s , would undoubtedly 
miake Powhatan No. 6 c o a l f a r too expensive on a d e l i v e r e d cost 
b a s i s . 

'Conrail c u r r e n t l y moves MGA c o a l v i a a s i n g l e - l i n e h a u l . 
Kovach V.S., a t 10. Thus, t h e r e i s no added b e n e f i t t o C e n t e r i o r 
t h a t a r i s e s from the f u t u r e s i n g l e - l i n e CSX s e r v i c e from MGA. 
H a r r i s V.S., a t 8-9. I n f a c t , t h e r e are some o p e r a t i o n a l con
cerns r e l a t i n g t o r o u t i n g of CSX s i n g l e - l i n e movements through 
Newell Yard t h a t d i d not e x i s t on the C o n r a i l r o u t i n g and w i l l 
not e x i s t on the NS MGA r o u t i n g t h a t w i l l be u n a v a i l a b l e t o 
C e n t e r i o r . Kovach V.S., at 16; H a r r i s V.S., at 10. 
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sharp V.S., at 13 (App., Vol. 2A at 360). Mr. Sharp's comments 

are unavailing. As explained by Mi. Kovach (Kovach V.S., at 13-

14), Centerior depends upon i t s a b i l i t y to u t i l i z e coal from both 

Ohio and MGA sources to s a t i s f y i t s coal needs. The mere con t i n 

uation of one supply option, and a d d i t i o n of CSX o r i g i n s t h a t 

w i l l provide CSX with longer hauls, i s not an appropriate s u b s t i 

t u t e f o r the e l i m i n a t i o n of a major supply source. 

C. The Requested Trackage Rights Ccondition. 

Centerior i s requesting that the Board remedy the above 

concerns by imposing trackage r i g h t s over CSX's l i n e between 

Collinwood Yard and Ashtabula s t a t i o n that would enable NS t o 

transport coal t r a i n s to and from Centerior's Ashtabula, Eastlake 

and Lake Shore sta t i o n s . This remedy w i l l ameliorate the harmful 

e f f e c t s of the transaction as i t re l a t e s to the loss of s i n g l e -

l i n e service from Ohio coal o r i g i n s . The loss of t h i s o p t i o n not 
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only harms Centerior, but also adversely impacts the Ohio coal 

mining industry.'" 

Furthermore, the Applicants have admitted that trackage 

r i g h t s of the l i m i t e d nature requested by Centerior are indeed 

"oper a t i o n a l l y f e a s i b l e , " as required by Board precedent. I n 

p a r t i c u l a r , the p r i n c i p a l witness responsible f o r developing tha 

NS Operating Plan, Mr. D. Michael Mohan, t e s t i f i e d that he was 

unaware of any operational constraints that would preclude 

Centerior's proposed trackage r i g h t s s o l u t i o n : 

Q. Without g e t t i n g i n t o whether such 
trackage r i g h t s would or should be 
granted, i s there any operational 
reason why NS could not operate 
Centeric^r coal t r a i n s from mines i n 
Southeastern Ohio such as Powhatan 
No. 6 to Collinwood and, thence, 
over trackage r i g h t s over the Con
r a i l l i n e s being acquired by CSX to 
the Centerior plants? 

A. I t ' s not provided f o r by the agree
ment. I'm not aware of any opera
t i o n a l reason why i t couldn't be 
done. 

Deposition of D. Michael Mohan (dated September 17, 1997) at 302. 

Moreover, the a r b i t r a r i n e s s of the Applicants' deci

sions concerning j o i n t access r i g h t s i n the Cleveland area 
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f u r t h e r supports the request t h a t NS' r i g h t s be extended i n the 

narrow form requested h e r e i n . For example, CSX w i l l have t r a c k 

age r i g h t s over the Youngstown Line, and thus would be i n p o s i 

t i o n t o c o n t i n u e C e n t e r i o r ' s s i n g l e - l i n e r o u t e i f i t j u s t had 

beei. g i v e n access t o NS' R i v e r Line. Likewise, NS can o r i g i n a t e 

the s o u t h eastern Ohio movements on i t s River Line and take one of 

two r o u t e s : (1) i t can proceed through Cleveland and move as f a r 

as Collinwood Yard -- and a c c o r d i n g l y , come s h o r t of Ashtabula 

(by 49.1 mil e s ) and Ea s t l a k e (by 10.1 m i l e s ) ; ' ' or (2) i t can 

proceed over the River and Youngstown Lines as f a r as Ashtabula -

- and a c c o r d i n g l y , come s h o r t of Ashtabula by 3.1 m i l e s t o the 

east, and Eastlake by 3 6.0 m i l e s t o the wee.:. See E x h i b i t 

(FSH-1). Again, a modest e x t e n s i o n of r i g h t s a l r e a d y e x i s t i n g 

would enable NS t o serve the Cleveland area s t a t i o n s . 

Such an e x t e n s i o n of the r i g h t s agreed t o by the 

A p p l i c a n t s would a l s o be c o n s i s t e n t w i t h 49 C.F.R. § 1180.1(a). 

As noted supra, r e d u c t i o n s i n t r a n s p o r t a t i o n a l t e r n a t i v e s should 

o n l y be allowed where " t h e r e are s u b s t a n t i a l and demonstrable 

b e n e f i t s t h a t cannot be achieved i n a l e s s a n t i c o m p e t i t i v e 

f a s h i o n . " I d . This i s c e r t a i n l y not the case i n the Cleveland 

area. The r e d u c t i o n i n C e n t e r i o r ' s t r a n s p o r t a t i o n a l t e r n a t i v e s 

e a s i l y can be remedied by extend i n g the trackage r i g h t s NS w i l l 

'•'NS can a l s o use t h i s r o u t e t o pass the Lake Shore S t a t i o n 
(which l i e s 4.8 mile s west of Collinwood Yard), but cannot serve 
the p l a n t under the l i m i t e d trackage r i g h t s t h a t i t w i l l r e c e i v e 
from CSX. 
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enjoy over CSX t o Collinwood Yard and would not d i s r u p t the 

pu r p o r t e d b e n e f i t s of the t r a n s a c t i o n . H a r r i s V.S., a t 16. 

As the f o r e g o i n g demon; t r a t e s , the A p p l i c a n t s c l e a r l y 

carved up the C o n r a i l assets i n a f a s h i o n t h a t assured t h a t 

C e n t e r i o r would be e x c l u s i v e l y i n the hands of CSX. The A p p l i 

cants e a s i l y c o u l d have extended the j o i n t access r i g h t s i n the 

Cleveland area t o accommodate C e n t e r i o r w i t h o u t d i s r u p t i n g the 

'operat'ons of t h e i r r e s p e c t i v e systems. 

IV. 

THE TRANSACTION IMPROPERLY TILTS THE 
COMPETITIVE BALANCE OF THE ELECTRIC POWER 
MARKET „IN FAVOR_.OF CENTERIOR'S COMPETITORS 

I n a d d i t i o n t o harming C e n t e r i o r d i r e c t l y i n the 

fo r e g o i n g manner, the t r a n s a c t i o n w i l l a l s o harm C e n t e r i o r i n an 

i n d i r e c t f a s h i o n through the enhancement of the c o m p e t i t i v e 

p o s i t i o n of C e n t e r i o r ' s r i v a l u t i l i t i e s . S p e c i f i c a l l y , the 

t r a n s a c t i o n w i l l a f f o r d c e r t a i n Conrai1 - served u t i l i t i e s access 

t o d u a l - c a r r i e r s e r v i c e from o r i g i n t o d e s t i n a t i o n . See H a r r i s 

V.S., ac 14-15; Kovach V.S., r t 14-17. Since C e n t e r i o r and these 

u t i l i t i e s compete f o r o f f - s y s t e m sales, and sin c e these u t i l i t i e s 

w i l l be able t o generate e l e c t r i c i t y i n a l e s s c o s t l y manner (due 

t o t h i s new or improved dual access), C e n t e r i o r ' s a b i l i t y t o make 

off-system, sales w i l l be p r e j u d i c e d . H a r r i s V.S., a t 14-16; 

Kovach V. S . , at 15 . '•' 

' • ' S i g n i f i c a n t l y , C e n t e r i o r does not oppose the increased 
c o m p e t i t i o n t h a t the A p p l i c a n t s have a f f o r d e d t o these o t h e r 
u t i l i t i e s . To the c o n t r a r y , C e n t e r i o r f u l l y s upports the i n t r o 
d u c t i o n of c o m p e t i t i o n i n t o the ea s t e r n r a i l market. C e n t e r i o r , 
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The adverse competitive impacts of t h i s transaction 

stand i n stark contrast to the p i c t u r e painted by the Applicants 

i n explaining the purported benefits of the transaction to 

u t i l i t y shippers. The Applicants have emphasized the creation of 

new competition as one of the chief public benefits of the 

proposed transa c t i o n . See. e.g.. Snow V.S., at 6 (App., Vol. 1 

at 308) ("This transaction thus increases the l e v e l of competi

t i o n between r a i l r o a d s , g i v i n g many shippers a true choice 

between two competing Class I r a i l r o a d s , each of which i s w i l l i n g 

to exert every e f f o r t to win business away from i t j r i v a l . " ) . ' 

This c e r t a i n l y w i l l not be the case w i t h respect to 

Centerior-. Harris V.S., at 14-15. As Mr. Harris explains, Cen

t e r i o r w i l l not only not share i n the benefits of enhanced 

competition, but w i l l be d i r e c t l y harmed by the Applicants' 

decisions concerning which u t i l i t i e s t o favor w i t h the a b i l i t y t o 

take f u l l advantage of j o i n t access. I d . 

however, does not believe that the Applicants should be permitted 
to d i srupt the competiti^'•^ bale nee that c u r r e n t l y e x i s t s by 
depriving Centerior of a s i m i l a r b e n e f i t . 

••Id_^ at 14 (App., Vol. 1 at 316) ("I f e e l confident that 
t h i s transaction i s the beginning of a new era of competitive 
r a i l s e r v i c e . " ) ; V e r i f i e d Statement of Mr. David R. Goode ("Goode 
V.S."), at 1 (App., Vol. 1 at 323) ("This transaction i s by f a r 
the most pro-competitive r a i l r o a d r e s t r u c t u r i n g i n h i s t o r y . I t 
w i l l create two new Northeast/Southeast r a i l systems that w i l l do 
t h e i r utmost to best each other i n the marketplace every day. 
This w i l l b r i n g about a blossoming of r a i l competition, the l i k e s 
of which the Northeast has not experienced i n decades."); i d . at 
10 (App. Vol. 1 at 332) ("What sets t h i s transaction apart from 
a l l previous r a i l r o a d consolidations i s , of course, the extraor
dinary amount of new r a i l r o a d competition that i t w i l l b r i n g to 
the areas served by the c a r r i e r s involved."). 
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The A p p l i c a n t s ' recognize t h a t they are indeed b e n e f i t 

t i n g some at the expense of o t h e r s . They have attempted t o 

c a v a l i e r l y dismiss h i s f a c t by sugges_j.ng t h a t they c o u l d not 

in c l u d e everyone i n j o i n t - a c c e s s areas. See Goode V.S., at 12 

fApp. V o l . 1 at 334) ("Some companies t h a t w i l l not be g a i n i n g 

d i r e c t s e r v i c e from an a d d i t i o n a l r a i l r o a d may not be happy t h a t 

some o t h e r comp.inies w i l l be. . . . I t i s simply not p o s s i b l e t o 

s t r u c t u r e a t r a n s a c t i o n t h a t would s a t i s f y everyone and s t i l l 

p r o v i d e the c o m p e t i t i o n , e f f i c i e n c y and o t h e r b e n e f i t s o f t h i s 

t r a n s a c t i o n . " ) . The f a c t remains, howe'^'er, t h a t u t i l i t i e s t h a t 

are i n c o m p e t i t i o n w i t h the u t i l i t i e s t h a t w i l l b e n e f i t most from 

t h i s a c q u i s i t i o n w i l l no longer be p l a y i n g on a l e v e l f i e l d . The 

Board should take a c t i o n t o prevent such harm by g r a n t i n g j o i n t 

access t o C e n t e r i o r ' s p l a n t s , a . ep t h a t w i l l not h i n d e r the 

t r a n s a c t i o n i n any way. 

Ac c o r d i n g l y , C e n t e r i o r submits t h a t the a p p r o p r i a t e 

remedy t o prevent the above harm i s t o g r a n t C e n t e r i o r ' s request 

f o r narrow trackage r i g h t s t o enable NS co serve Ashtabula, 

Eactlake and Lake Shore. This c o n d i t i o n p r o v i d e s an a p p r o p r i a t e 

remedy t o the Ic-ss of c o m p e t i t i o n i n the market f o r energy sales 

i n ECAR and PJM t h a t w i l l r e s u l t i f C e n t e r i o r Ls f o r c e d t o p l a y 

on an otherwise u n l e v e l p l a y i n g f i e l d . As noted above, the 

requested trackage r i g h t s are o p e r a t i o n a l l y f e a s i b l e , are narrow

l y - t a i l o r e d , and would redress the harm t o C e n t e r i o r ' s competi

t i v e p o s i t i o n t h a t w i l l be caused i f the t r a n s a c t i o n i s approved. 
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THE TRANSACTICV IS NOT IN THE PUBLIC 
INTEREST BECAUSE THE ACQUISITION PREMIUM 

EXPOSES CENTERIOR TO HIGHER FUTURE RAIL RT.TES 

F i n a l l y , the proposed t r a n s a c t i o n i s a n t i - c o m p e t i t i v e 

due t o the m u l t i - b i l l i o n d o l l a r premium, t h a t CSX and NS have 

agreed t o pay f o r the a c q u i s i t i o n of C o n r a i l . I n t h i s regar 1, 

Witness H a i r i s i n d i c a t e s t h a t the C o n r a i l a c q u i s i t i o n premiuri 

amounts t o some b i l l i o n f o r the Board's revenue adequac/ 

purposes, and some m i l l i o n f o r j u r i s d i c t i o n a l t h r e s h o l d 

purposes. H a r r i s V.S., at 17. While the testimony s u b m i t t e d by 

CSX p a i n t s a pict'-.re of an easy recovery of t h i s added " i n v e s t 

ment," C e n t e r i o r suspects t h a t CSX w i l l attempt t o recoup i t s 

premium investment through i n c r e a s i n g r a t e s p a i d by e x c l u s i v e l y 

served s h i p p e r s . 

The A p p l i c a n t s ' p r i n c i p a l l i n e of defense t o the 

premium t h r e a ^ has been t h . i t increased c o m p e t i t i o n w i l l dissuade 

them from i n c r e a s i n g r a t e s out of f e a r of los s of the business t o 

i t s r e s p e c t i v e c o m p e t i t o r . This defense, of course, i s meaning

l e s s i n the context of shippers t h a t are e x c l u s i v e l y served by 

one r a i l r o a d . As recognized by CSX witness Sansom a t h i s deposi

t i o n , the premium poses a s i g n i f i c a n t t h r e a t t o the a b i l i t y of 

e x c l u s i v e l y served shippers t o o b t a i n r a t e review and r e l i e f 

under t he Board's maximum r a t e g u i d e l i n e s . See D e p o s i t i o n o f Dr. 

Robert L. Sansom (dated August 27, 1997) a t 133-35. 

The . \ p p l i c a t i o n f a i l s t o s a t i s f a c t o r i l y address t he 

concern t h a t a l a r g e share of the burden of r e c o v e r i n g the 
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Eastern c a r r i e r s ' (and t h e i r d e b tholders') investment i n C o n r a i l 

u l t i m a t e l y w i l l be borne by e x c l u s i v e l y served c o a l and o t h e r 

demand i n e l a s t i c t r a f f i c . Even i f the c a r r i e r s ' a c t u a l e a r n i n g s 

from i n t e r m o d a l d i v e r s i o n s , e t c . do not f a l l so f a r s h o r t of 

t h e i r p r o j e c t i o n s as t o prompt d i r e c t r a t e increases, upward 

pressure on c o a l and o t h e r b u l k commodity r a t e s i s t h r e a t e n e d by 

(1) a dampening of any c o m p e t i t i v e ardor on the p a r t of NS and 

CSX as each concentrates on maximizing revenues from i t s t r a f f i c 

base as i t e x i s t s a f t e r the t r a n s a c t i o n ; and (2) h i g h e r repoi. ced 

u n i t c o s t s due t o a c q u i s i t i o n premium a m o r t i z a t i o n , which i n t u r n 

would r a i s e the v a r i a b l e cost t h r e s h o l d f o r STB j u r i s d i c t i o n over 

r a t e s . 

As Witness H a r r i s observes, the impact of t h i s premium 

on e x c l u s i v e l y served s h i p p e r s l i k e C e n t e r i o r w i l l be extreme. 

S p e c i f i c a l l y , Mr. H a r r i s determined through an a n a l y s i s of the 

v a r i c b l e c o s t s of a t y p i c a l e a c t e r n movement t h a t the a c q u i s i t i o n 

premium would increase the j u r i s d i c t i o n a l t h r e s h o l d f o r the 

Board's r a t e reasonableness a n a l y s i s by f i f t e e n percent (15%) f o r 

CSX and t w e n t y - f o u r percent (24%) f o r NS. See H a r r i s V.S., ^^.t 

18. I n a d d i t i o n , i f the Board does not act t o exclude the 

a c q u i s i t i o n ^oremium from A p p l i c a n t s ' net investment bases, the 

Board's Return on Investment c a l c u l a t i o n would be a r t i f i c i a l l y 

reduced (from 8.9% t o f o r CSX i n 1996, f o r example). I d . at 

19. 

C e n t e r i o r expects t h a t i f new revenues f a l l s h o r t of 

the very r i g o r o u s l e v e l s assumed by NS and CSX ( i n p a r t i c u l a r ) , 
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th._- Applicants w i l l turn to t h e i r exclusively served r a i l t r a f f i c 

( l i k e Centerior) to extract higher r a i l rates i n an e f f o r t to 

finance the premium. Exclusively served shippers are thus at 

great r i 3 k o'' footing a b i l l f o r Applicants "Wall Street" war. 

Centerior, and other e x c l u s i v e l y served shippers, should not 

properly or f a i r l y be accountable ^or the burden of a r i s k that 

Applicants have v o l u n t a r i l y undertaken. Under the law and 

economic pol i c y , exclusively served shippers should be protected 

from having to guarantee that Applicants receive a p o s i t i v e 

r e t u r n on the premium. 

Consequently, Centerior requests t h a t , i f the proposed 

a c q u i s i t i o n and d i v i s i o n of Conrail assets i s approved by the 

Board, the Board impose the fo l l o w i n g conditions upon Applicants, 

pursuant to 49 U.S.C. § 11344(c): 

* Quantify the amount of the acquis i 
t i o n premium and f u r t h e r d i r e c t 
Applicants t o exclude that amount 
from t h e i r net investment bases f o r 
regulatory costing purposes. 

Likewise, the exclusion of the premium from Applicants' 

net investment bases f o r regulatory costing purposes w i l l e l i m i 

nate the harmful e f f e c t s of the consolidation by p r o t e c t i n g 

e x c l u s i v e l y served shippers from f'.ture r a i l r o a d p r i c i n g abuses. 

The requested condition i s narrowly t a i l o r e d and w i l l only 

be n e f i t exclusively served coal shippers who are able to demon

s t r a t e , i n a regulatory context, that the rates charged by a 

given r a i l r o a d are unreasonable. In that regard, the e x c l u s i v e l y 
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served shipper would have to prove that a subject r a i l r o a d ' s 

rates exceed the Board's 180% revenue to variable cost r a t i o . 

F i n a l l y , exclusion of the premium w i l l produce public 

benefits which outweigh any reduction to the public b e n e f i t s 

produced by the consolidation. Excl\.sively served shippers w i l l 

only benefit from the requested condition i f they prove a market 

dominance case against a given c a r r i e r . In other words, i f an 

e x c l u s i v e l y served shipper does not prove that case, the condi

t i o n requested herein i s irrelevant.'' Exclvision of the premium 

fi'om Applicants' investment bases thus has absolutely no e f f e c t 

on the public benefits that Applicants believe w i l l be achieved 

by the proposed transa c t i o n . 

VI. 

CONCLUSION 

For a l l of the foregoing reasons, the A p p l i c a t i o n w i l l 

hnv-> substantial adverse competitive e f f e c t s on Centerior. I f 

the Board decides to grant the Application, i t should condition 

t h i s approval on the imposition of the f o l l o w i n g conditions: 

1. Grant NS trackage r i g h t s over the l i n e 
of CSX between the Lake Shore Generating 
Station and "CP 124" located east of 
Ashtabula, Ohio, including r i g h t s to 
enter the above l i n e through the Buffalo 
Connecting Track and Cleveland Connect-

'•'Moreover, the Board need not determine whether marke^ 
dominance e x i s t s w i t h regard to p a r t i c u l a r e x c l u s i v e l y served 
shippers, including Centerior, i n the context of t h i s proceeding, 
Rather, that determination i s more properly resolved when, and 
i f , an e x c l u s i v e l y se "ved shipper i n s t i t u t e s a maximum rate 
proceeding. 
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i n g Track, f o r the l i m i t e d purposes o f 
t r a n s p o r t i n g loaded and empty t r a i n s of 
co a l t o and from C e n t e r i o r ' s Ashtabula, 
Eastlake and Lake Shore g e n e r a t i n g s t a 
t i o n s . 

Q u a n t i f y the amount o f the a c q u i s i t i o n 
premium and d i r e c t A p p l i c a n t s t o exclude 
t h a t amount from t h e i r net investment 
bases f o r r e g u l a t o r y c o s t i n g purposes. 
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1 custom, ers? 

2 A. Because t h e y c o u i d substan11a 11y• not 

3 access those C o n r a i l s e r v e d Midwest and N o r t h e a s t 

4 d e s t i n a t i o n s because c f j o i n t - l i n e p r i c i n g 

5 p u t t i n g those customers out of t h e i r r e a c h . 

6 Q. So i t ' s i m p o r t a n t f o r a p r o d u c e r t o 

7 have s i n g l e - l i n e access t o i t s customer base i f 

8 i t s c o m p e t i t o r s have s i n g l e - l i n e access t o t h e 

9 customer; i s t h a t a f a i r c o n c l u s i o n from y o u r 

10 s t a t e m e n t ? 

11 A. I don't know i f t h a t ' s a f a i r 

12 c o n c l u s i o n from my s t a t e m e n t . I d i d n ' t say 

13 Chat. I s a i d what I s a i d m my s t a t e m e n t . 

14 Q. Whac IS I t about j o i n t - l i n e p r i c i n g 

15 t h a t c o u l d put CSX s e r v e d mines c u r r e n t l y o u t o f 

16 reach o f C o n r a i l customers? 

17 A. The f a c t t h a t ^ o n r a i l s e r ves t h e 

18 d e s t i n a t i o n and a l s o s e r v e s c o a l p r o d u c i n g 

19 o r i g i n s and has t h e a b i l i t y and t h e p r a c t i c e o f 

20 p r i c i n g s i n g l e - l i n e movements more -- p r i c i n g 

21 s i n g l e - l i n e "-.ovements low e r t h a n C o n r a i i ' s 

22 p a r t i c i p a t i o n m ] o i n t - l i n e movements r e s u l t i n g 

23 i n a lower 3 i n g l e - l i n e r a t e f o r the -.ost p a r t 

24 than s a p p l i c a c l e on a : o i n t - : i n e r.ove f o r 

25 s i m i l a r d i s t a n c e s . 
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1 Q. So - n essence . c n r . ^ - - ^ i . - - . 

• •-•-.ae - o u t ^ s •A'nere . t - c a n terr .s o f - t s r a t e p o l i c i e s -OUw- = 

3 p r o v i a e 5 i n g i e - _ i n e .^er .^ -e - v c - . 

• 
; = - H a r ^ ^ a i r summary c f 3 0 i n t - l i n e s e r v i c e ; i s -hac ^ - ax^ 

« 5 wnac y o u s a i d ? 

• 6 A . T h a L ' 3 a f a i r summary o f "'•Y 

1 i m p r e s s i o n . As f a r as '^hat t h e y a c t u a l l y do. 

3 y o u ' l l have t o ask C o n r a i l . 

I Q. Do you r.ave j-ny expe 

Conra11? 

11 A . Loc s . 

1 
13 

15 

18 

I 19 

• 20 

2 1 

23 

I 24 

1 
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1 A. Yes. 

2 Q. Length of h a u l , c o u l d t h a t a f f e c t i t as 

3 w e l l ? 

4 A. W e l l , I Chink che concracc and t h e 

5 terms of che con c r a c c would be che g o v e r n i n g 

6 f a c t o r s . 

7 Q. Okay. I j u s t have some q u e s t i o n s now 

8 on your d i v e r s i o n a n a l y s i s . And a g a i n , t o put 

9 t h a t a n a l y s i s i n context,. I want t o see i f we 

10 c o u l d come t o some agreement on some o t h e r 

11 p r e f e r e n c e s chac exisC i n che i n d u s c r y . Would 

12 you agree wich me chac chere's a s h i p p e r 

13 p r e f e r e n c e Co geC as low a r a t e as p o s s i b l e f o r 

14 r e l i a b l e r a i l r o a d s e r v i c e ? 

15 A. Yes. 

16 Q. Okay. Would you agree w i c h me thac 

17 chere's a r a i l r o a d p r e f e r e n c e noc co shore h a u l 

18 i C s e l f ? 

19 A. Yes. 

20 Q. Would you agree wich me t h a t s h i p p e r s 

21 p r e f e r t o a v o i d r o u t e s t h a t -- and perhaps t h i s 

22 i s a p r e f e r e n c e t h a t ' s common t o s h i p p e r s and 

23 r a i l r o a d s , p r e f e r t o a v o i d r o u t e s t h a t s u f f e r 

24 from t r a f f i c c o n g e s t i o n ? 

25 A. Yes. 
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15 by counsel f o r Che P a r t i e s i n Che above-enciC1ed 

16 maccer, pursuanC t o agreement, the w i t n e s s b e i n g 

17 p r e v i o u s l y d u l y sworn, t a k e n ac Che o f f i c e s of 

18 Zuckerc, S c o u t t i Rasenberger, L.L.P., S u i t e 700, 

19 888 Se v e n t e e n t h S t r e e t , N.W., WasningCon. D.C, 

20 20006-3939, aC 9:05 a.m., Wednesday, Sepcember 

21 17, 1997, and the p r o c e e d i n g s b e i n g t a k e n down by 

22 S t e n o t y p e by JAN A. WILLIAMS, RPR, and 

23 c r a n s c r i b e d under her d i r e c t i o n . 

24 

25 
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1 reason t h a t t h e y c o u l d n ' t . 

2 Q. W i t h o u t g e t t i n g i n t o whecher such 

3 Crackage r i g h C s would or s h o u l d be g r a n t e d , i s 

4 t h e r e any o p e r a t i o n a l reason why NS c o u l d noC 

5 operace C e n t e r i o r c o a l C r a i n s f r o m mines i n 

6 Soucheastern Ohio such has Powhatan No. 6 t o 

7 C o l l i n w o o d and, thv^nce, over t r a c k a g e r i g h t s over 

8 Che C o n r a i l l i n e s b e i n g a c q u i r e d by CSX Co che 

9 C e n t e r i o r p l a n t s ? 

10 A. I t ' s not p r o v i d e d f o r by t h e 

11 agreement. I'm not aware o f any o p e r a t i o n a l 

12 reason i t c o u l d n ' t be done. 

13 Q. I s t h e r e any o p e r a t i o n a l reason again 

14 why NS c o u l d n ot o p e r a t e such C e n t e r i o r c o a l 

15 t r a i n s o v e r t h e l i n e s i t w i l l a c q u i r e from the 

16 Powhatan No. 6 mine i n S c t h e a s t e r n Ohio t o 

17 A s h t a b u l a v i a Youngstown and thence v i a t r a c k a g e 

18 r i g h t s o v e r t h e C o n r a i l l i n e s b e i n g a c q u i r e d by 

19 CSX? 

20 A. Same answer. The agreement doesn't 

21 p r o v i d e f o r i t . I'm unaware o f any o p e r a t i o n a l 

22 reason t h a t one c o u l d n o t . 

23 Q. I s t h e r e any o p e r a t i o n a l r e a s c ^ why CSX 

24 c o u l d n o t be g r a n t e d t r a c k a g e r i g h t s over the 

25 l i n e s b e i n g a c q u i r e d by NS between the mines i n 
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17 sworn by JAN Ẑ  . WILLIAMS, a N o t a r y P u b l i c m and 

18 fo the Di ^ t r i c t of Columbia, caken a t che 

19 o f f i c e s of A r n o l d u P o r t e r , 555 T w e l f t h S t r e e t , 

20 N.W., Was h i n g t o n , D.C, 20004-1202, a t 

21 10:05 a.m., Wednesday, August 27, 1997, and the 

22 proceedings b e i n g taken down by Stenocype by 

23 JAN A. WILLIAMS, RPR, and t r a n s c r i b e d under her 

24 d i r e c c i o n . 

25 

ALDERSON REPORTING COMPANY. INC. 
(202)289 22GO 8C0l FOR DEPO 

n i l 14th ST , N.W.. 4th FLOOR WASHINGTON. D . C . 20005 



133 

1 A . I h a v e n ' t e x a m i r . e d t h e q u e s c i o n o f 

2 markec d o m i n a n c e w i c h r e g a r d t o t h e e x c l u s i v e 

3 d e l i v e r l e s . 

4 Q. What about w i t h r e g a r d t o t h e premium? 

5 A. W e l l , I t h i n k t h a t ' s t h e same answer. 

6 Q. Now, l e t me see i f we can get a t i t 

7 t h i s way, you mencioned che su b j e c c t o r e g u l a c o r y 

8 c o n s c r a m c s , you used Chac phrase. Whac ' s your 

9 underscanding of t h e r e g u l a t o r y c o n s t r a i n t s on 

10 pr:.--ing movements t o market dominant s h i p p e r s ? 

11 A. Wei] I u n d e r s t a n d t h e r e ' s a p r o c e d u r e 

12 whereby a s h i p p e r t h a c i s su b j e c c Co e x c l u s i v e 

13 d e l i v e r i e s can accempc co e s c a b l i s h Chac Che 

14 r a i l r o a d s e r v i n g i t has markec dominance. And, 

15 i f they do e s c a b l i s h chac, then i t ' s s u b j e c t t o 

16 c e r t a i n l i m i t s w h i c h are b a s i c a l l y a m u l t i p l e of 

17 v a r i a b l e o o s t c . 

Q. Okay. And do you have an u n d e r s t a n d i n g 

of -whether an a c q u i s i t i o n premium would be 

i n c l u d e d i n t h e net i n v e s t m e n t base used t o 

18 

19 

20 

2 1 c a l c u l a t e t h o s e v a r i a b l e c o s t s ? 

22 A. No, I haven't l o o k e d a t thac 

23 Q. H y p o c h e c i c a i l y , i f you assume thac t he 

24 a c q u i s i t i o n c o s t s a r e i n c l u d e d i n t h e net 

25 in v e s t m e n t base used t o c a l c u l a t e v a r i a b l e c o s t s . 
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1 would you agree w i t h me t h a t t he premium c o u l d 

2 r e s u l t i n h i g h e r r a t e s t o market dominant • 

3 s h i p p e r s ? 

4 A. I f --he markec premium or Che premium i s 

i n c l u d e d i n the v a r i a b l e c o s t . tUen I t h i n k m 

your s e t of h y p o t h e t i c a 1 s . chac markec dominant 

c a r r i e r premium i n c l u d e d m che v a r i a b l e cose, 

s u b j e c c CO Che r e g u l a t o r y c o n s c r a m c , che answer 

9 would be yes. 

j_0 Q. And chac w o u l d be because i c would 

11 a f f e c c t h e j u r i s d i c t i o n a l c h r e s h o l d ? 

12 A. Yes. 

13 Q. That's one reason? 

I f your h y p o c h e c i c a l i s r i g h c . I'm noc 

p r e p a r e d t o admit t h a t t h e premium would be 

16 i n c l u d e d . 

3_7 Q. I'm a s k i n g you t o assume i t . 

18 A. Ok.iy . 

19 Q. So I t would a f f e c t the j u - - s d i c t i o n a 1 

t h r e s h o l d which would mean t h a t market dominant 

s h i p p e r s c o u l d p o t e n t i a l l y f a c e a h i g h e r h u r d l e 

i n o r d e r t o have t h e i r r a t e s reviewed, c o r r e c t ? 

23 A. Under your s e t of assumptions. 

24 Q. And then w o u l d i t a l s o under the same 

25 assumptions a f f e c t t h e s t a n d - a l o n e race thac 
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1 would be p r e s c r i b e d -- s t r i k e t h a t . 

2 Wouid : t a l s o a f f e c t t he board's-

3 c a l c u l a t i o n of the maximum r e a s o n a b l e r a t e under 

4 the STB standards? 

5 A. Under your s e t of a s s u m p t i o n s , my 

6 u n d e r s t a n d i n g i s i t would. 

7 Q. Let's s w i t c h back t o C e n t e r i o r . 

E a r l i e r I put on the r e c o r d a comment about y o u r 8 

24 

25 

Couid 9 r e p r e s e n t a t i o n of C e n t e r i o r i n the past 

10 you d e t a i l what t h a t r e p r e s e n t a t i o n has been? 

11 A. I served as an e x p e r t i n a d i s p u t e 

12 between on b e h a l f of C e n t e r i o r i n a d i s p u t e 

13 between C e n t e r i o r and Ohio V a l l e y Coal Company. 

14 Q. I n what c o n t e x t was t h a t d i s p u t e ? 

15 A. That was a c o n t r a c t u a l d i s p u t e over t h e 

16 terms of t h e coal s u p p l y agreement between Ohio 

17 'Valley and C e n t e r i o r . 

18 Q. What time frame was t h a t ? 

19 A. Three years ago r o u g h l y . 

20 Q. Okay. Was Mr. Schwartz a l s o i n v o l v e d 

21 i n m a t t e r s r e l a t i n g t o Ohio V a l l e y ? 

22 A. Yes. 

23 Q. Has he r e p r e s e n t e d them or has your 

f i r m r e p r e s e n t e d C e n t e r i o r i n o t h e r m a t t e r s ? 

A. I t h i n k we'-.-e done s t u d i e s f o r 
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