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COMMENTS AND REQUE.- T FOR CONDITIONS 
OF POTOMAC ELECTRIC POVvER COMPANY 

INTRODUCTION 

Potomac E l e c t r i c Power Company ("PEPCO") hereby submits 

i t s Comments and Request f o r Co n d i t i o n s w i t h respect t o the 

proposed a c q u i s i t i o n of Consolidated R a i l C o r p o r a t i o n ("Conraii") 

by CSX C o r p o r a t i o n and i ^ ' ~ r a i l a f f i l i a t e s ("CSX") and by N o r f o l k 

Southern C o r p o r a t i o n and i t s r a i l a f f i l i a t e s (".NS"). 

SUMMARY OF POSITION 

PEPCO opposes the proposed a c q u i s i t i o n of C o n r a i l by 

CSX and NS because i t would s h a r p l y reduce PEPCO's c u r r e n t 

c o m p e t i t i v e p o s i t i o n v i s - a - v i s o t h e r e l e c t r i c u t i l i t i e s w i t h 

which i t competes. I n p a r t i c u l a r , the assignment of C o n r a i i ' s 

l i n e s e r v i n g PEPCO's Chalk Point and Morgantown Generating 

S t a t i o n s t o CSX w i l l r e s u l t i n a CSX d e s t i n a t i o n monopoly over 

r a i l s e r v i c e t o the t h r e e l a r g e s t of PEPCO's c o a l - f i r e d power 

p l a n t s . This d e s t i n a t i o n monopoly w i l l r e s u l t i t - c o m p e t i t i v e 



harm to PEPCO because of the new dual CSX and NS service to be 

provided t o the coal mines served by the former Monongahela 

Railway ("MGA") (now Conrail) i n southwestern i^ennsylvania, and 

to c e r t a i n of PEPCO's u t i l i t y competitors. PEPCC's d e s t i n a t i o n 

c a p t i v i t y to CSX i s p a r t i c u l a r l y problematic due to the subrtan-

t i a l premium CSX i s paying f o r i t s share of Conrail -- a premium 

that i s l i k e l y to be recovered from captive coal shippers. 

I t the Board i s i n c l i n e d to approve the tr a n s a c t i o n 

notwithstanding i t s competitive ..arm to PEPCO, the Board should 

impose three conditions to ameliorate such harmi. The f i r s t 

c o naition would require CSX to giant trackage r i g h t s t o No 

between Bowie, MD and the Chalk Point and Morgantown plants near 

Herbert and Woodzell, MD, respectively, f o r the purpose of d e l i v ­

e r i n g shipments of cc^al to these plants i n competition w i t h CSX. 

In a d d i t i o n , the Board should require CSX to remove the ac q u i s i ­

t i o n premium over Conraii's p r e - a c q u i s i t i o n book value from a l l 

cost and other f i n a n c i a l data that are relevant to the Board i n 

making r a i l rate reasonableness determinations. F i n a l l y , the 

Board should require CSX and NS to extend dual service t o Roches­

te r & Pittsburgh's Mine 84 i n the MGA region. 

In support of i t s p o s i t i o n , PEPCO presents the f o l l o w ­

ing V e r i f i e d .Statements which follow t h i s I n t r o d u c t i o n : 

Susann D. Felton Vice President - Materials, 
Potomac E l e c t r i c Power Company 

Stan M. Kaplan Director of Energy .Market Analysis 
Fieldstor. Company, Inc. 

Argument of Counsel follows the V e r i f i e d Statements. 
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VERIFIED STATEMENT OF 
SUSANN D. FELTON 

My name i s Susann D. F e l t o n . I am. Vice P r e s i d e n t -

M a t e r i a l s f o r Potomac E l e c t r i c Power Company ("PEPCO"). My 

o f f i c e address i s 1900 Pennsylvania Avenue, N.W., S u i t e 414, 

Washington, D.C. 20U68. I j o i n e d PEPCO i n 1976 and s i n c e t h a t 

time, have held a number of d i f f e r e n t p o s i t i o n s w i t h i n the 

Company. I n my c u r r e n t p o s i t i o n , I am accountable f o r overseeing 

PEPCO's departments of Fuels Procurement, Purchasing, Stores a.id 

Fuels By-Products, M a t e r i a l C o n t r o l , Investment Recovery, and 

M a t e r i a l s Planning. I am r e s p o n s i b l e f o r , and have been a c t i v e l y 

i n v o l v e d i n , PtPCO's 1 'el t r a n s p o r t a t i o n arrangem.ents. 

I . PEPCO'S INTEREST IN THIS PROCEEDING. 

PEPCO opposes the proposed a c q u i s i t i o n of Conso l i d a t e d 

R a i l C o r p o r a t i o n ("Conrail") by CSX T r a n s p o r t a t i o n , I n c . and i t s 

a f f i l i a t e s ("CS.X") and N o r f o l k Southern Railway Company and i t s 

a f f i l i a t e s ("NS") because the manner i n which v a r i o u s C o n r a i l 



l i n e s are being divided between the two c a r r i e r s i s inconsistent 

w i t h the public i n t e r e s t . There are several reasons f o r t h i s . 

F i r s t , CSX and NS have decided between themselves that c e r t a i n of 

PEPCO's competitors (including fellow members of the Pennsyl­

vania-Maryland-New Jersey Interconnection pool ("PJT^")) should 

have a d d i t i o n a l intramodal r a i l competition i n the form r f dual-

c a r r i e r service at both o r i g i n and destination, while PEPCO 

should not. Rather, CSX and NS have decided that Conraii's l i n e s 

serving PEPCO's tvo l a i g e s t c o a l - f i r e d power p l a n t s , the Chalk 

Point and Morgantown Generating Stations i n southern Maryland, 

are t o be given to CSX which w i l l have a d e s t i n a t i o n monopoly 

over r a i l movements of coa] to these pla.its. T̂  i s decision w i l l 

place PEPCO at a competitive disadvantage i n th? e l e c t r i c genera­

t i o n market. 

More acutely w i t h respect to PFPCO, the proposed Con­

r a i l acquisit.''on, as presently structured, w i l l have a s i g n i f ­

icant negative impact on PEPCO's a b i l i t y t o plan and implement 

i t s strategy for compliance with Phase 2 of the Clean A i r Act 

Amendments of 1990 ("CAAA"). As a re s u l t of the Conrail transac­

t i o n , CSX w i l l e x c l u s i v e l y serve the three largest of PEPCO's 

four c o a l - t i r e d plants, and thus can preclude NS-originated coals 

from competing at these plants. As more f u l l y discussed below, 

t h i s concentration of monopoly power i n CSX w i l l severely l i m i t 

PEPCO's a b i l i t y to procure low-sulfur compliance coal or mid-

s u l f u r near compliance coal (bundled with s u l f u r dioxide emission 
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allowances) at c e r t a i n NS-served mines i n implementing i t j ; CAAA 

Phase 2 compliance s t r a t e g y . 

F i n a l l y , the t r a n s a c t i o n t h r e a t e n s t o burden c a p t i v e 

s h i p p e r s such as PEPCO w i t h the tremendous a c q u i s i t i o n premium 

t h a t CSX and NS appear t o be paying t o acq u i r e t.he C o n r a i l 

assets. The most l i k e l y source of recovery of t h i s premium, 

which I understand exceeds $4 b i l l i o n , i s c a p t i v e s h i p p e r s , 

p a r t i c u l a r l y c o a l s h i p p e r s . CSX's p r i o r a c t i o n s w i t h respect t o 

the one tEPCO p l a n t i t p r e s e n t l y serves at d e s t i n a t i o n , the 

Dickerson Generating S t a t i o n , i n d i c a t e t h a t t h i s i s more than a 

passing concern. 

I n l i g h t o f these f a c t o r s , che Board should deny the 

C o n r a i l C o n t r o l A p p l i c a t i o n . A l t e r n a t i v e l y , i t should c o n d i t i o n 

i t s approval i n a manner t h a t i s s u f f i c i e n t t o o f f s e t the t r a n s ­

a c t i o n ' s a n t i - c o m p e t i t i v e e f f e c t s on PEPCO. S p e c i f i c a l l y , i t 

should impose a c o n d i t i o n r e q u i r i n g CSX t o g r a n t NS trackage 

r i g h t s over the C o n r a i l l i n e s s e r v i n g the Chalk Point and Morgan-

town p l a n t s (which would i n v o l v e d i s t a n c e s o f 48.5 and 58.0 

t r a i n - m i l e s , r e s p e c t i v e l y , over l i n e s used p r i m a r i l y i f not 

e x c l u s i v e l y t o serve these p l a n t s ) t o enable NS t o d e l i v e r c o a l 

t o these p l a n t s i n c o m p e t i t i o n w i t h CSX. I n a d d i t i o n , the Board 

should r e q u i r e 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 be 

excluded from any f u t u r e r a t e reasonableness a n a l y s i s t h a t might 

be performed by the Board. 
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I I . BACKGROUND 

PEPCO i s an investor-owned e l e c t r i c u t i l i t y t h a t i s 

engaged i n the production, d i s t r i b u t i o n and sale of r e t a i l 

e l e c t r i c power to 1.9 m i l l i o n people i n the Washington, D.C. 

metropolit'.;.-! area. PEPCO's 640-squr.re-mile service t e r r i t o r y 

includes the D i s t r i c t of Columbia and major portions of Montgom­

ery .and Prince George's Counties i n Maryland. PEPCO also s e l l s 

e l e c t r i c i t y at wholesale to Southern Maryland E l e c t r i c Coopera­

t i v e , Inc. ("SMECO"̂  undei a long-term contractual arrangement. 

A. Generating F a c i l i t i e s 

PEPCO wholly owns and operates s i x e l e c t r i c generating 

sta t i o n s i n Maryland, V i r g i n i a , and the D i s t r i c t of Columbia.' 

In t o t a l , these plan s provide PEPCO wi t h the capacity to gener­

ate approximately 6,100 MW of e l e c t r i c power. Approximately 90% 

of t h i s generation i s produced at four c o a l - f i r e d power p l a n t s . 

A l l of the coal burned at these four plants, which are described 

below, i s delivered by r a i l . ' 

^ In addition, c'EfCO owns a 9.72 percent undivided 
i n t e r e s t i n the 1,700 megawatt ("MW") Conem,augh Generating Sta­
t i o n , which i s located near Johnstown, Pennsylvania. The Conem-
augh Station i s operated by Pennsylvania E l e c t r i c Company as 
agent f o r the c o l l e c t i v e owners. 

In addition to the c o a l - f i r e d p l a n t s , PEPCO owns and 
operates two small o i l - f i r e d plant.y i n Washington, DC. These 
include the Benning Station, comprised of two o i l - f i r e d steam 
u n i t s w i t h a t o t a l output of approximately 550 MW; and the 
Buzzard Point Station, comprised of sixteen o i l - f i r e d com.bustion 
u n i t s wi'_h a t o t a l capacity of approximately 252 MW. 
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1. Chalk Point Generating Station 

The Chalk Point Station i s located on the Patuxent 

River at Swanson Creek (near Herbert) i n Prince George's County, 

MD. This S t a t i o n includes two c o a l - f i r e d steam uz.its; two o i l -

and g a s - f i r e d steam u n i t s ; two o i l - f i r e d combustion turbine s ; 

four gas- and o i l - f i r e d combustion turbines; ani the gas- and 

o i l - f i r e d S.MECO combustion turbine.' The t o t a l net output of 

the Chalk Point Station i s approximately 2,423 MW. 

The Chalk Point Station consumes approximately 1.5 

m i l l i o n tons of coal annually. At present, t h i s coal comes from 

two primary sources: o r i g i n s served by CSX i n i t s "B&O" rate 

d i s t r i c t s i n northern West V i r g i n i a , and o r i g i n s i n west-central 

Pennsylvania served by Conrail. Chalk Point i s s-^rved exclusive­

l y by Conrail. 

2. Morgantown Generating Station 

PEPCO's Morgantown Generating Station i s located on the 

Pctomac River j u s t southeast of the bridge carrying U.S. Route 

301 over the Potomac River, near Newburg and Woodzell i n Charles 

County, MD. This s t a t i o n includes two c o a l / o i l - f i r e d steam u n i t s 

and s i x o i ] - f i i e u combustion turbines. The t o t a l net output of 

these eight u n i t s i s 1,412 MW. 

The Morgantown s t a t i o n consumes approximately 2.5 

m i l l i o n tons of coal annually. As i n the case of the coal 

consumed at the Chalk Point Station, we purchase t h i s coal from 

The SMECO un i t i s operated and maintained by PEPCO. 



CSX-served (former B&O) or i g i n s i n northern West V i r g i n i a , and 

from Conrail-served o r i g i n s i n west-central Pennsylvania. 

Like the Chalk Point Station, the Morgantown Station i s served 

exc l u s i v e l y by Conrail. A large p o r t i o n of the Morgantown (and 

Chalk Point) coal moves in p r i v a t e r a i l c a r s supplied by PEPCO. 

3. Dickerson Generating Station 

The Dickerson Station consists of three c o a l - f i r e d 

steam u n i t s , one o i l - f i r e d combustion turbine, apd two gas- and 

o i l - f i r e d combustion turbines. The t o t a l net output of the 

Dickerson Station i s approximately 837 MW. The Dickerson S t a t i o n 

consumes approximately 1.2 m i l l i o n tons of coal annually as f u e l 

f o r i t s three, 182 MW steam-electric turbines. 

CSX exclusively serves the Dickerson S t a t i o n . At 

present, a l l of t h i s coal comes from CSX-served o r i g i n s i n the 

B&O rate d i s t r i c t s of northern West V i r g i n i a . CSX trans p o r t s 

t h i s coal i n car r i e r - s u p p l i e d r a i l c a r s . 

CSX c u r r e n t l y provides t r a n s p o r t a t i o n service t o the 

Dickerson Station pursuant to common c a r r i e r rates, which CSX 

provided to PEPCO on December 13, 1996 m response t o PEPCO's 

formal, w r i t t e n request. These rates took e f f e c t f o l l o w i n g the 

ex p i r a t i o n of our r a i l t r a n s p o r t a t i o n contract with CSX, which 

contract was i n e f f e c t from July of 1986 through December 31, 

1996. The common c a r r i e r rates to Dickerson, imposed by CSX 

fol l o w i n g e x p i r a t i o n of our contract, are 

higher than the expiring contract rates. These common 

c a r r i e r rates are the subject of a rate reasonableness proceeding 



I 
t h a t i s c u r r e n t l y pending befcre the Board i n Docket No. 41989, 

Potomac E l e c t r i c Power Com.pany v. CSX Transportation, Inc. 

4. Potomac River Generating Station 

The Potomac River Generating Station i s PEPCO's small­

est c o a l - f i r e d f a c i l i t y . This s t a t i o n , which i s located on the 

Potomac River i n Alexandria, V i r g i n i a , i s comprised of f i v e small 

c o a l - f i r e d steam u n i t s . The t o t a l capacity of these u n i t s i s 

approximately 482 MW. Destination r a i l service to the Potomiac 

River S t a t i o n i s provided exclusively by NS 

PEPCO's Potomac River Station receives approximately 

900,000 tons of coal annually from NS-served mine o r i g i n s i n 

western V i r g i n i a . A l l shipments to Potomac River are d i r e c t v i a 

NS i n c a r r i e . owned cars. Due to physical space c o n s t r a i n t s at 

the plant s i t e , NS i s l i m i t e d to u t i l i z i n g t r a i n s comprised of a 

maximum of s i x t y cars when miaking coal d e l i v e r i e s . 

* * * * 

The Dickerson, Chalk Point and Morgantown Station? are 

baseload power plants; that i s , they normally operate at a high 

percentage of t h e i r available generation capacity.'' The Dicker-

son S t a t i o n operates at the highest average capacity f a c t o r of 

a l l three plants, due i n large measure to the fact that i t i s 

located closest to the West V i r g i n i a coal f i e l d s that are i t s 

present source of f u e l supply. 

Three of the f i v e Potomac River c o a l - f i r e d u n i t s are also 
baseload u n i t s ; the other two are presently c y c l i n g u n i t s . 
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These plants' baseload status means that 

However, during c e r t a i n 

"shoulder" periods, i . e . , the l a t e - n i g h t hours i n the spring and 

f a l l , when both the PEPCO and PJM systems have excess capacity, 

they have to compete wir.h other generation f a c i l i t i e s f o r load 

( p a r t i c u l a r l y f or off-systemi sales). Even during these periods, 

however. 

B. PEPCO's Coal Transportation Arrangements 

for the Chalk Point and Morgantown Plants. 

The plants of s p e c i f i c concern to PEPCO i n t h i s pro­

ceeding are the Chalk Point and Morgantown Stations i n southern 

Maryland. Exclusive d e s t i n a t i o n r a i l service to both of these 

plants i s presently provided by Conrail via i t s Pope's Creek 

Secondary l i n e . This l i n e connects wi t h Amtrak's Northeast 

Corridor, over which Conrail has operating r i g h t s , at Bowie, MD. 

Single-line Conrail movements of coal to Chalk Point 

and Morgantown are routed via Harrisburg, PA, P e r r y v i l l e , MD 

(where Conraii's l i n e from Harrisburg connects wi t h the Northeast 

C o r r i d o r ) , and Baltimore t c Bowie, and thence over the Pope's 

Creek Secondary l i n e to the plants. Joint CSX-Conrail movement.s 

to these plants are moved by CSX over the former B&O main l i n e 

through Cumberland and Brunswick, MD to Benning Yard i n northeast 



Washington, DC, where CSX and C o n r a i l m a i n t a i n an i n t e r c h a n g e . 

From, Benning, C o n r a i l mioves the coal over i t s f r e i g h t l i n e t o 

Landover, MD, thence over Amtrak's Northeast C o r r i d o r t o Bowie, 

and thence over the Pope's Creek Secondary t o the p l a n t s . These 

l i n e s are shown g r a p h i c a l l y on the schematic a t t a c h e d h e r e t o as 

E x h i b i t SDF-1. 

At present, approximately of the c o a i 

consumed a t both Chalk Point and Moigantown i s o r i g i n a t e d by CSX, 

and approximately i s o r i g i n a t e d by Conra:1. This 

s i t u a t i o n o b v i o u s l y w i l l change i f the C o n r a i l c o n t r o l t r a n s a c ­

t i o n i s approved w i t h o u t c o n d i t i o n s , as CSX w i l l r e p l a c e C o n r a i l 

as the s o l e r a i l c a r r i e r s e r v i n g both of these p l a n t s . 

C. PEPCO's Clean A i r Act Comtpliance S t r a t e g y . 

PEPCO i s p r e s e n t l y i n the process of de v e l o p i n g i t s 

plans f o r compliance w i t h Phase 2 of the CAAA, which oecomes 

e f f e c t i v e on January 1, 2000. These plans w i l l l i k e l y e n t a i l a 

s h i f t of coal sources t o e i t h e r a l o w - s u l f u r compliance produc_ 

at the Chalk Point and Morgantown p l a n t s , wh.-'c:. are i t s two 

l a r g e s t g e n e i a t i o n f a c i l i t i e s 'and p o s s i b l y at the Dickerson 

S t a t i o n as w e l l ) , or t o m.id-sulfur coals bundled w i t h s u l f u r 

d i o x i d e (SO;) emission allowances. 

The p r i n c i p a l new coal sources f o r these p l a n t s are 

l o w - s u l f u r compliance coals' produced i n southwestern West V i r -

I n g e n e r a l , the CAAA r e q u i r e u t i l i t i e s t h a t burn c o a l 
as f u e l t o reduce t h e i r S0_, emissions a t t h e i r p l a n t s t o a l e v e l 
not g r e a t e r than 1.2 pounds of S0_ per m i l l i o n b t u ' s . Coal t h a t 
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g i n i a and western V i r g i n i a (which I w i i l r f e r to ae "Central 

Appalachian" coals), and Pittsburgh #8 Sea i coals produced at 

southwestern Pennsylvania mines served by che former Monongahela 

Railway (which I w i l l r e f e r to as "MGA" c. a l s ) . MGA coals are a 

m.id-sulfur, near-complipnce product t i i a t } rovide an economically 

viable a l t e r n a t i / e to compliance coals wh n bundled wi t h SO; 

emission allowances. 

D. PJM Membership 

PEPCO i s a member of the regioi al PJM power pool. 

PEPCO follows the practices of PJM i n scPeduling and dispatching 

i t s generation f a c i l i t i e s so that the re; u l t i n g generation 

schedrle, u n i t dispatch, and energy inte change provide the 

lowest cost energy to m.eet system load i i a manner that i s 

consistent w i t h r e l i a b l e service require nents f o r the e n t i r e 

pool. To tha t end, PJM operates as a c e i t r a l l y dispatched, 

single large system w i t h a common econom c dispatch of generatioi 

on a pool-wide, lowest-cost basis. 

Other u t i l i t y PJM members i n c l i d e A t l a n t i c City Elec­

t r i c Company, Baltimore Gas and E l e c t r i c Company, Delmarva Power 

& Light Company, Jers-.y Central Power & L ght Company, Metropoli­

tan Edison Company, Pennsylvania E l e c t r i c Company (the immediate­

l y preceding three u t i l i t i e s being subsidiaries of General Public 

U t i l i t i e s Corporation), PECO Energy Compar. Pennsylvania Power & 

Light Company, and Public Service ^ x j c t r i c and Gas Company. 

meets t h i s requirement i s referred to as ' \ ompliance" coal 



E. Impact of Fuel Costs on Ratepavers. 

I t i s of gr e a t importance t o PEt-O ana i t s customers 

t h a t t h e d e l i v e r e d cost of the f u e l used t o generate e l e c t r i c i t y 

be a t the lowest p o s s i b l e l e v e l . Fuel costs are passed t h r o u g h 

t o PEPCO's customers under f u e l adjustment clauses m.andated by 

the Maryland and D i s t r i c t of Columbia P u b l i c S e r v i c e Commissions. 

The r a t e s PEPCO pays f o r r a i l t r a n s p o r t a t i o n of c o a l are a major 

component of the d e l i v e r e d cost of f u e l at i t s c o a l - f i i e d power 

p l a n t s (on the order of at the Chalk Point and Morgantown 

S t a t i o n s ) . Changes i n these r a i l r a t e s thus d i r e c t l y a f f e c t the 

si z e o f PEPCO's customers' e l e c t r i c i c y b i l l s . 

I I I . HARM TO PEPCO RESULTING FROM THE CONRAIL TRANSACTION 

PEPCO w i l l be c o m p e t i t i v e l y disadvantaged as a r e s u l t 

of the C o n r a i l c o n t r o l t r a n s a c t i o n as i t i s p r e s e n t l y s t r u c t u r e d . 

I n p a r t i c u l a r , because CSX and NS have determined t h a t c e r t a i n 

r e g i o n s and c e r t a i n s h i p p e r s w i l l b e n e f i t from a d d i t i o n a l compe­

t i t i o n w h i l e PEPCO w i l l n o t , PEPCO w i l l see _ t s c o m p e t i t i v e 

stand-'ng hindered r e l a t i v e t o other e l e c t r i c u t i l i t i e s , i n c l u d i n g 

o t h e r PJM members. 

A. Competitive E f f e c t s c f the D i s p o s i t i o n of C o n r a i l Lines 

The C o n r a i l C o n t r o l A p p l i c a t i o n i n d i c a t e s t h a t CSX w i l l 

a c q u i r e C o n r a i i ' s Pope's Creek Secondary l i n e . Thus, CSX w i l l 

g a i n e x c l u s i v e c o n t r o l over coal d e l i v e r i e s t o our Chalk P o i n t 

and Morgantown S t a t i o n s , and t h e r e f o r e w i l l become the s o l e 

d e s t i n a t i o n c a r r i e r a t the three l a r g e s t of our f o u r c o a l b u r n i n g 
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stations (Chalk Poini, Morgantown and Dickerson). These three 

plants account f o r approximately 88% cf the coal used by PEPCO t o 

generate e l e c t r i c i .y. (The Chalk Point and Morgantown plants 

alone consume approximately 4 m i l l i o n tons of coal annually. We 

expect t h i s l e v e l of consumption to remain r e l a t i v e l y constant 

through the year 2000.) 

In a d d i t i o n , CSX and NS have determined that they w i l l 

replace the present exclusive Conrail access to the MGA coal 

o r i g i n s i n southwestern Pennsylvania wi t h new, j o i n t CSX and NS 

access. While t h i s would appear on the surface to be a competi­

t i v e benefit from the transaction, i n fact j o i n t CSX and NS 

access to the MGA o r i g i n s w i l l benefit onlv those u t i l i t i e s w i t h 

dual CSX/NS service at dest i n a t i o n . This includes some PJM-

i-nember u t i l i t i e s that can burn MGA coals, and that w i l l also 

receive new, competitive service at d e s t i n a t i o n f o l l o w i n g consum­

mation of the Conrail c o n t r o l transaction. 

For example, A t l a n t i c City E l e c t r i c Company and PECO 

Energy have power plants that are presently served exclusively by 

Conrail. I understand that these Conrail-served plants are 

located w i t h i n the South Jersey Shared Assets Area, and thus w i l l 

have d i r e c t service available from both CSX and NS a f t e r the 

merger. In a d d i t i o n , I have read press reports to the e f f e c t 

that CSX and NS have entered i n t o settlement agreements wit h two 

other PJM members, Pennsylvania Power & Light Company and Delmar­

va Power, which apparently involve e i t h e r some form, of dual 

access to t h e i r plants or an agreement that the c a r r i e r s w i l l 
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o f f e r separate proportional rates f o r j o i n t CSX/NS movements to 

these plants." I am not p r i v y to the d e t a i l s of these s e t t l e ­

ments, but i t appears that they may im.prove these u t i l i t i e s ' 

competitive t r a n s p o r t a t i o n s i t u a t i o n v i s - a - v i s PEPCO. U t i l i t i e s 

such as PEPCO -- which w i l l remain captive to a sin g l e r a i l 

c a r r i e r at d e s t i n a t i o n -- w i l l not benefit from the j o i n t service 

to MGA mines because the destination c a r r i e r can use i t s monopoly 

to prevent the other o r i g i n a t i n g c a r r i e r from competing e f f e c ­

t i v e l y by means of an i n t e r l i n e movement. 

The competitive benefit that some u t i l i t i e s w i l l 

receive from the Conrail transaction means they are l i k e l y t o 

enjoy r e l a t i v e l y lower r a i l rates than PEPCO. This w i l l enable 

tnem to compete more e f f e c t i v e l y fv-r off-system sales, 

-- possibly at the expense of P̂ ilPCO c o a l - f i r e d genera­

t i o n . ̂  

PEPCO i?as f i r s t - h a n d evidence of the e f f e c t s of d e s t i ­

nation c a p t i v i t y . The CSX monopoly at the Dickerson Station has 

These settlements are referred to by CSX's Vice Presi­
dent of Coal Sales and Marketing, Raymond Sharp, at page 16 of 
his V e r i f i e d Statement i n the Conrail Control A p p l i c a t i o n (Volume 
3A, page 363). 

Hopefully, the Board w i l l prescribe 
reasonable r a i l rates f o r the Dickerson Sta t i o n i n PEPCO's 
pending rate case. 
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enabled that c a r r i e r 

As I previously i n d i c a t e d , 

upon the e x p i r a t i o n of PEPCO's r a i l t r a n s p o r t a t i o n contract w i t h 

CSX at the end of 1996, CSX 

CSX has also been u n w i l l i n g to o f f e r 

competitive rates t o Dickerson from o r i g i n s served by other 

c a r r i e r s . For example, Dickerson's f u e l s p e c i f i c a t i o n s can be 

m>et by coals from Conrail - served o r i g i n s i n central and western 

Pennsylvania, and i n the past we have requested j o i n t Conrail/CSX 

rates for t r a n s p o r t a t i o n of these coals to Dickerson. 

Further evidence of CSX's p o t e n t i a l power as a destina­

t i o n monopolist at Chalk Point and Morgantown l i e s i n recent 

discussions we have had with NS concerning possible i n t e r l i n e 

movements of coal from NS-served o r i g i n s to Chalk Point and 

Morgantown a f t e r the Conrail c o n t r o l transaction i s consummated. 

" We have moved small volumes of Conrai l - o r i g i n a t e d coal 
to Dickerson f o r test-burn purposes. Such te s t burns are neces­
sary i n developing a CAAA Phase 2 compliance strategy. 

14 -



PEPCO'S destination c a p t i v i t y t o CSX at Chalk Point end 

Morgantown i s of even greater concern due to the large premium 

being paid by CSX and NS to acquire Conrail. We are very s k e p t i ­

cal that the acquiring c a r r i e r s w i l l be able to recoup t h i s 

premium through new intermodal t r a f f i c , which I understand i s 

highl y competitive, or through cost savings and e f f i c i e n c i e s . 

The many reports of the pioblems Union P a c i f i c i s presently 

having (and the expense i t i.*" incurring) i n attempting to i n t e ­

grate i t s operations with those of the Southern P a c i f i c cause us 

fu r t h e r concern i n t h i s area. We believe the most l i k e l y v e h i c l e 

f o r recovery of the premium i s the rates charged to captive coal 

shippers such as PEPCO. 
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B. Impacts of the Conrail Transa'-t'.on on 
PEPCO's CAAA Compliance Strategy. 

As I indicated e a r l i e r i n my testimony, PEPCO's p r i n c i ­

pal strategy or a l t e r n a t i v e f o r compliance w i t h Phase 2 of the 

1990 Clean A i r Act Amendments i s to switch to lower-sulfur 

compliance or inid-sulfur, near compliance coal (che l a t t e r 

bundled w i t h SO. emission allowances) p a r t i c u l a r l y at our Chalk 

Point and Morgantown Stations. The p r i n c i p a l sources of f u e l 

that v;e are considering f o r t h i s purpose are MG7. ^ ' .^gin mines 

(near compliance sources) i n southwestern Pennsylvania, and 

Central Appalachian o r i g i n mines (compliance sources). Most of 

the MGA o r i g i n mines are t o be j o i n t l y served by both CSX and NS 

a f t e r the Conrail control transaction i s consummated.'^ Both 

CSX and NS serve Central Appalachian mines that produce compli­

ance coals (although not the same mines) , and both can o r i g i n a t e 

such coals. 

As the Con;-ail Control transaction i s presently s t r u c ­

tured, CSX w i l l exclusively serve the three largest of PFPCO's 

four c o a l - f i r e d plants, and thus w i l l e f f e c t i v e l v -^ontrol our 

CAAA Phase 2 compliance strategy. CSX can preclude NS-originated 

coals from competing as f u e l at these plants by reason of i t s 

monopoly service at de s t i n a t i o n . CSX w i l l favor i t s own o r i g i n s , 

and the fact t h a t NS also serves some of the sam.e o r i g i n s ( i n the 

An exception i s Rochester & Pittsburgh Mining Company's 
Mint 84, which also produces Pittsburgh Seam coal but which i s 
locaued j u s t north of the former MGA l i n e s . Mine 84 i s t o be 
served e x c l u s i v e l y by NS. 
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MGA r e g i o n ) , or serves d i f f e r e n t o r i g i n s w i t h d e s i r a b l e c o m p l i ­

ance coals ( i n the C e n t r a l Appalachian r e g i o n ) , w i l l be l a r g e l y 

i r r e l e v a n t . 

The proposed change '.n r a i l s e r v i c e t o the MGA r e g i o n 

i s p a r t i c u l a r l y s i g n i f i c a n t f c r PEPCO. PEPCO has not p r e v i o u s l y 

burned MGA coals at i t s power p l a n t s , o ther than s m a l l t e s t burns 

t o determine whether they are s u i t a b l e f o r use i n i t s b o i l e r s 

(they a r e ) . The same i s t r u e of some other u t i l i t i e s , a l t h o u g h 

C o n r a i l - served u t i l i t i e s i n the PJM r e g i o n a l r e a d y burn .MGA 

co a l s . However, MGA coals are an i n c r e a s i n g l y i m p o r t a n t source 

of f u e l CO PEPCO f o r CAAA Phase 2 compliance purposes. Yet, 

because CSX and NS have chosen t o extend c o m p e t i t i v e s e r v i c e t o 

the MGA o r i g i n s and t o some d e s t i n a t i o n s , PEPCO w i l l be competi­

t i v e l y disadvantvaged as a r e s u l t o f the C o n r a i l d i v i s i o n . 

Absent the C o n r a i l merger, PEPCO would s t i l l have 

a v a i l a b l e the same CAAA-compliance c o a l sources (as would o t h e r 

u t i l i t i e s w i t h which i t competes). The compliance sources would 

be served by thr e e r a i l r o a d s : C o n r a i l (the MGA r e g i o n ) , CSX 

(Ce n t r a l A p p alachia), and NS ( C e n t r a l Appalachia, but d i f f e r e n t 

mines). The MGA o r i g i n coals are p a r t i c u l a r l y a t t r a c t i v e f o r PJM 

u t i l i t i e s , because they are g e o g r a p h i c a l l y much c l o s e r t o t h e i r 

power p l a n t s than ti;c C e n t r a l Appalachian o r i g i n s . Absent a 

C o n r a i l merge.> , those u t i l i t i e s who are able t o use MGA o r i g i n 

c o a l f o r cc'mpliance pu>-poses would be sub j e c t t o C o n r a i i ' s o r i g i n 

s e r v i c e monopoly at the mines, which would n e u t r a l i z e any compe­

t i t i o n t h a t e x i s t s at d e s t i n a t i o n . 
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The Conrail control transaction changes the competitive 

playing f i e l d considerably. Due to CSX's and NS's decision to 

extend d i r e c t , competitive service to both the MGA mines and some 

u t i l i t y destinations, some coal shippers w i l l enjoy an increase 

i n r a i l competition a f t e r the transaction, while others (i n c l u d ­

ing PEPCO) w i l l not. By s t r u c t u r i n g the transaction as they 

have, CSX and NS are a l t e r i n g the competitive balance and ad­

versely a f f e c t i n g PEPCO's present and future com.petitive p o s i t i o n 

as i t attempts to plan i t s CAAA Phase 2 compliance strategy. 

PEPCO believes that the Board, and not the two giant 

r a i l c a r r i e r s that w i l l remain i n the East, should be the one 

that determines who should get a d d i t i o n a l competition, and how 

best to preserve the present competitive balance i n the Middle 

A t l a n t i c u t i l i t y coal t r a n s p o r t a t i o n market as ̂ .he deadline f o r 

compliance with Phase 2 of the CAAA approaches. We submit that 

the only way to preserve PEPCO's present r e l a t i v e competitive 

p o s i t i o n i s to condition any approval of the tran s a c t i o n on 

CSX's granting of trackage r i g h t s to NS from Bowie, MD to the 

Chalk Point and Morgantown plants over Conraii's Pope's Creek 

Secondary l i n e to enable NS to serve these plants i n competition 

w i t h CSX. 

Such trackage r i g h t s would enable NS (which, along w i t h 

CSX, w i l l have operating r i g h t s over Amtrak's Northeast Corridor) 

to operate MGA-origin coal t r a i n s v i a Harrisburg, P e r r y v i l l e , 

Baltimore and Bowie (which i s the route that Conrail presently 

uses). I t would also enable NS t o operate Central Appalachian-



o r i g i n coal t r a i n s v i a Alexandria-Benning-Landover-Bowie (which, 

i n p a r t , i s the r o u t e t h a t C o n r a i l p r e s e n t l y uses f o r i n t e r l i n e 

CSX-Conrail movements). CSX would a l s o be able t o operate MGA-

o r i g i n coal •-.rains u s i n g the present i n t e r l i n e r o u t e v i a Cumber-

land-Benning-Bov/ie (which w i l l become a s i n g l e - l i n e route) , and 

C e n t r a l A p p a l a c h i a n - o r i g i n coal t r a i n s v i a Alexandria-Benning-

Landover- Bowie . '• 

C. Other Co m p e t i t i v e Options f o r PEPCO. 

P r i o r t o the announcement of the s u b j e c t t r a n s a c t i o n , 

PEPCO was c o n s i d e r i n g the c o n s t r u c t i o n of a barge unloading 

f a c i l i t y at the Morgantown S t a t i o n . This f a c i l i t y would have 

enabled PEPCO t o r e c e i v e both CSX and NS o r i g i n a t e d coals a t 

Morgautown w i t h o u t C o n r a i i ' s involvement, thus n e u t r a l i z i n g 

C o n r a i i ' s leverage as the e x c l u s i v e d e s t i n a t i o n c a r r i e r at bot h 

Chalk Point and Morgantown. I n p a r t i c u l a r , N S - o r i g i n C e n t r a l 

Appalachian coals c o u l d have moved v i a r a i l t o Lambert's Point 

(NS's coal t r a n s l .oading erminal near N o r f o l k , VA) and then t o 

the Morgantown p l a n t v i a barge. CSX-origin C e n t r a l Appalachian 

c o a l s could have moved v i a r a i l t o e i t h e r Newport News, VA or 

Ba l t i m o r e and then t o the p l a n t v i a barge. 

The pre-merger b e n e f i t of the barge unloader was t h a t 

i t p o t e n t i a l l y p r o v i d e d two c o m p e t i t i v e 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 t o C o n r a i l i n d e l i v e r i n g 

The d e s t i n a t i o n p o r t i o n of each of these r o u t e s i s 
shown on E x h i b i t SDF-1 attached. 
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coal to Morgantown." These a l t e r n a t i v e s were CSX/barge, and 

NS/barge. 

NS uses i t s 

Lambert's Point f a c i l i t y p r i m a r i l y as an export coal f a c i l i t y . 

As Mr. Stan Kaplan indicates i n his accompanying V e r i f i e d State­

ment on behalf of PEPCO, NS's export coal generally moves at 

higher rates, and w i t h higher p r o f i t margins, than i t s domestic 

u t i l i t y coal. Mr. Kaplan also indicates t h a t the Lambert's Point 

export f a c i l i t y may suf f e r capacity constraints i n the f u t u r e . 

Obviously, i f NS had to choose between r.-.i-ing PEPCO coal to 

Lambert's Point at competitive rates or moving export coal at 

higher rates, i t would choose the l a t t e r . 

PEPCO was able to use the threat of constructing a 

barge unloader at Morgantown to gain some leverage i n n e g o t i a t i n g 

a r a i l t r a n s p o r t a t i o n contract w i t h Conrail f o r coal uiovements to 

Chalk Point and Morgantown i n l a t e 1993. 

The barge unloader would not have d i r e c t l y b e n e f i t t e d 
Chalk Point. 
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I should note that the Morgantown barge unloader 

project was put on hold a f t e r PEPCO negotiated i t s present r a i l 

contract w i t h Conrail,'' and that the f e a s i b i l i t y of p e r m i t t i n g 

and constructing a barge unloader at Morgantown has not been 

adequately investigated. PEPCO has yet to conduct the kind of 

de t a i l e d engineering, environmental and econom.ic studies that 

would be necessary to make an informed decision as to whether the 

barge unloader p r o j e c t should L-̂" pursued. (The outcome cf the 

instant proceeding w i l l , of course, influence the economic 

eva l u a t i o n ) . 

In any event, the CSX/NS agreement to acquire Conrail 

CSX w i l l have access to both Central Appalachian 

compliance coal reserves (which are available i n greater quanti­

t i e s than s i m i l a r reserves served by NS) and Pittsburgh #8 Seam 

reserves (through i t s access to the former MGA o r i g i n s ) . NS w i l l 

also have access to the Pittsburgh Seam coals, but i t s a b i l i t y t o 

compete w i l l be lim.ited due to CSX's des t i n a t i o n monopoly at our 

three largest plants and CSX's a b i l i t y t o provide s i n g l e - l i n e 

r a i l service from the same o r i g i n areas NS serves. 

This contract expires ac the end of 1998 
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While PEPCO would s t i l l be able to generate some 

measure of t r a n s p o i t a t i o n competition at Morgantown through the 

construction of a barge unloader, the s o c i e t a l waste of resources 

e n t a i l e d i n the construction of e s s e n t i a l l y d u p l i c a t i v e transpor­

t a t i o n f a c i l i t i e s and the possible environmental consequences 

associated wi t h d i s t u r b i n g the Potomac River estuary's Maryland 

shoreline -- could be avoided i f NS were given trackage r i g h t s 

over the l i n e s being acquired by CSX from Bowie, MD to the Chalk 

Point and Morgantown plants. Such trackage r i g h t s would provide 

PEPCO with the same two-carrier d e s t i n a t i o n access that the 

Applicants are gi v i n g to some of our competitors, and would 

enable PEPCO to make e f f e c t i v e use of the new two-c a r r i e r compe­

t i t i o n being provided to most of the MGA mines. 
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D. Com.petitive Rail Service at Mine 84. 

I have previously alluded to Roche. *-er & Pittsburgh's 

Mine 84 which i s located i n the MGA region but not included among 

the mines that CSX and NS propose to serve j o i n t l y . The coal 

produced at Mine 84 i s s i m i l a r to that produced at the other MGA-

o r i g i n Pittsburgh #8 Seam, mines. 

Other than the h i s t o r i c a l a c c i ­

dent t h a t i t was not served by the former MGA i t s e l f , we see no 

l o g i c a l reason why t h i s mine should be excluded from j o i n t access 

by both CSX and NS. 

The benefits to PEPCO of j o i n t service to Mine 84 w i l l 

be s i g n i f i c a n t only i f the Board rants the NS trackage r i g h t s 

c o n d i t i o n requested by PEPCO, thus enabling j o i n t service at 

Chalk Point and Morgantown as well as the MGA o r i g i n mines. 

However, we understand that Mine 84's owners are seeking j o i n t 

CSX and NS access to that mine, and for the reasons indicated 

above PEPCO supports such r e l i e f . 

IV. THE ACQUISITION PREMIUM. 

I understand that CSX and NS are paying approxim.ately 

$10 b i l l i o n f o r the assets of Conrail, which represents a $4 

b i l l i o n prem.ium over Conraii's book value. I f u r t h e r understand 

that CSX and NS contend that they w i l l recover t h i s premium, from 

revenues gained from; increased intermodal t r a f f i c and through 

e f f i c i e n c i e s gained as a result cf the a c q u i s i t i o n . 



PEPCO i s e x t r e m e l y dubious t h a t the huge premium 

r e s u l t i n g from the a c q u i s i t i o n of C o n r a i l can be recouped i n t h e 

manner claim.ed by the a p p l i c a n t s . C e r t a i n l y the r e c e n t Western 

r a i l mergers have not r e s u l t e d i n the k i n d of e f f i c i e n c i e s 

o r i g i n a l l y p r o j e c t e d . For example, I s t r o n g l y doubt t h a t t h e 

Union P a c i f i c ' s e f f o r t s t o i n t e g r a t e Southern P a c i f i c ' s f a c i l i ­

t i e s and op e r a t i o n s w i t h i t s own are r e s u l t i n g i n any e f f i c i e n ­

c i e s o r cost savings. I f CSX's and NS' p r o j e c t i o n s are o v e r l y 

o p t i m i s t i c , then PEPCO sees only one source f o r r e c o v e r y of the 

premium: higher r a t e s f o r c a p t i v e s h i p p e r s . 

The premium problem could be p a r t i c u l a r l y troublesome 

f o r PEPCO. The t h r e e l a r g e s t of i t s f o u r c o a l - f i r e d p l a n t s w i l l 

a l l be served by CSX i f the t r a n s a c t i o n i n i t s p r e s e n t form i s 

consummated, and CSX w i l l a l s o serve a l l of the c o a l producing 

r e g i o n s which are the p r i m a r y sources f o r PEPCO's CAAA Phase 2 

compliance plans. CSX w i l l thus have the a b i l i t y (and doubtless 

the i n c e n t i v e ) t o r a i s e PEPCO's coal r a t e s as a means of h e l p i n g 

recover i t s share of the premium. NS w i l l , l i k e w i s e , have the 

a p i l i t y (and doubtless the i n c e n t i v e ) t o r a i s e PEPCO's cos 1 r a t e s 

t o the Potomac River S t a t i o n , which i s c a p t i v e t o th e c;ther 

r a i l r o a d t h a t w i l l be burdened w i t h t h i s premium. 

Captive- s h i p p e r s such as PEPCO should not be f o r c e d t o 

shoulder a d i s p r o p o r t i o n a t e share of the burden o f premium 

recovery i n the form of hig h e r r a i l r a t e s . To pr e v e n t t h i s from 

happening, the C o n r a i l c o n t r o l t r a n s a c t i o n should be c o n d i t i o n e d 

i n such a way as t o h o l d the a p p l i c a n t s t o t h e i r r e p r e s e n t a t i o n s 
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and to prevent CSX and NS from c o l l e c t i n g excessive rates from 

PEPCO. Such a condition would require that the a c q u i s i t i o n 

premium be excluded from any future rate reasonableness analysis 

that might be performed by the Board. 

PEPCO i s very concerned about the a c q u i s i t i o n premium 

issue because of our ongoing rate case against CSX regarding coal 

service to the Dickerson Station. I f we are successful i n 

obtaining the p r e s c r i p t i o n of reasonable rates f o r Dickerson, 

those rates may be at r i s k when CSX absorbs the cost of acquiring 

i t s p o r t i o n of Conrail. I understand that the book value of a 

c a r r i e r ' s assets i s relevant i n determining r a i l costs f o r 

purposes of determining the j u r i s d i c t i o n a l threshold i n coal rate 

cases, and that the j u r i s d i c t i o n a l threshold i s relevant i n 

determining the extent to which a r a i l c a r r i e r may increase 

prescribed rates i n the fu t u r e . The a c q u i s i t i o n premium w i l l 

surely f i n d i t s way i n t o CSX's rate base absent the Board's 

i n t e r v e n t i o n to prevent t h i s from occurring at the outset. 

In a d d i t i o n , i f the Board declines to impose the 

trackage r i g h t s condition p e r m i t t i n g NS to serve Chalk Point and 

Morgantown, 

To the extent the a c q u i s i t i o n premium, i s 

included i.n CSX's cost of service f o r ratemaking purposes, a 

prescribed rate would be higher than i f the premium, were exclud­

ed. 
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V. CONCLUSION. 

On behalf of PEPCO, I strongly urge the Board not t o 

permit CSX and NS to determine, based on t h e i r own perceived 

s e l f - i n t e r e s t s , how the competitive r a i l t r a n s p o r t a t i o n balance 

i n the East should be al t e r e d . We request the Board's help i n 

preserving a l e v e l competitive playing f i e l d f or our Chalk Point 

and Morgantown plants. The conditions PEPCO has requested are 

necessary t o t h i s end, and we commend them f o r the Board's 

consideration. 
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VERIFIED STATEMENT OF 
STAN M. KAPLAN 

I. Qualifications. Purpose, and Organization 

A. Qualifications 

My name i.s Stan M. Kaplan I am Director of Energy Market Analysis for the Fieldston 

Compan\. inc.. a provider of energy and transportation consulting and information services. My 

business address is 1800 Massachusens .Avenue. N'W. Suite .̂ 00. W ashington. D C. 20036. 

I direct or otherwise participate in man\ of Fieldston's consulting assignments involvmg 

coai .supply, coal transportation by rail, truck and barge, pjwer market analysis, and natural gas. 

This work frequentl\- involves assisting electric utilities with plannmg for coal procurement and 

transportation: renegotiating coal supply and transportation contracts: and support to utilities 

involved in fuel contraci prudence reviews, contract arbitration and litigation. 

I received an .A.P in Histor> trom Rutgers University in i'̂ >74 and a M..-\. in Public 

Affairs from the Lyndon B. Johnson School of Public .Affairs. L niversity of Texas at .Austin, in 

1977. Over the past 1̂  years (since 1978) I have worked continuously in the fuel supply and 
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transportation field as a utility e.\ecuti\ e, regulator, and consultant. My resume is attached as 

Exhibit SK-1. In addition to the information in my resume. I will describe here aspects of my 

experience that are particularh relevant to my testimony. 

in 1984 i joined Fieldston Company, a consulting company particularh known for its 

expertise in coal transportation. In addition to work on coal transportation-related consulting 

assignments. I developed the Fieldston Coal Transportation Manual a guide to the logistics and 

economics of moving coal by rail, water, and truck. 

In July 1985 I joined the Public L'tiiity Commission of Te.xas (PLJCT) as a coal supply 

and transportation analyst. I later became .Manager of Fuel Analysis for the PUCT. In this 

position I was responsible for directing the PUCT staff studies of the prudence of utility coal 

supply and tra'-.sportation contracts. These studies involved detailed reviews of the process by 

which utilities arrived at their fuel supply and transportation contracts and their administration of 

the agreements. These reviews also often made recommendations to the utilities for improving 

the management of fuel and transportation procurement, and to the Commission on areas where 

ftuther investigation or oversight was needed. 

In addition to prudence reviews I directed a variety of other fuel-related work, including 

coal price and rail rate forecasls evaluations of fiiel stockpile levels, and evaluations of the fuel 

supph for proposed powrr plants. During my tenure with tlie PUCT I filed testimony on 

numerous occasions in dockets invok ing most of the major generating utilities ser\ ing Texas. 
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In October of 1987 1 became Manager of Fuels Planmng and Supply for the municipal 

generating utility operated by the City of .Austin. Texas. In that position 1 was responsible for the 

City's involvement in coal. rail. oil. natural gas. and nuclear t'uel procurement for wholh and 

jointly owned power plants. I was also responsible for contract administration, price forecasting 

and planning. My assignments included evaluating competitive rail strategies for the Fayette 

Power Project, including a spur alternative: assisting with the negotiation of a long-term rail 

contract for Fayette: and work related to administration of the rail agreement. 

My work at Austin entailed building the uiility's fuel staff essentially from scratch: 

creating the utility's fuel accounting function: managing construction of a natural gas spur 

pipeline that broke a decades-long monopoly on gas transportation to the City's power plants: 

and testifying in electric rate cases. 

In June 1993 I left the .Austin utility to re-join Fieldston Company in my current position. 

At Fieldston 1 have participated in or directed numerous studies of coal transportation and supply 

for utilities and coal companies in the eastern and western U.S. 

In addition to my testimony before the PUCT. I have previously filed verified statements 

before the interstate Commerce Commission and Surtace Transportation Board, and made many 

presentations and published articles on coal and natural gas supply, transportation and storage 

(see Exhibit SK-l). 
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B. Purpose 

The purpose of my '.estimony is to demonstrate that Potomac Electn" Power Company 

("PEPCO'") will be put at economic risk by the Conrail control plan propo<̂ ed by Norfolk 

Southern Railway Co. ("NS") and CSX Transportation, Inc. ("CSX"). Specifically, NS and CSX 

have chosen to selectively grant enhanced competitive access to certain power plants owned by 

utilities that are actual or potential competitors with PEPCO. while simultaneously reducing the 

competitive leverage available to PEPCO. In PEPCO's case, this would be accomplished by 

assigning the Conrail lines ser\̂ ng its Morgantown and Cliaik Point plants to CSX. which aione 

would be able to serve these plants. This combination may put PEPCO at a delivered coai price 

disadvanuice vis-a-vis these favored utilities. The iikeiv outcome for PEPCO is 

In order to prevent tiiis economic damage to PEPCO's ratepayers and shareholders, the 

STB shouid modify- the Conrail control plan to preserve the present competitive balance for 

PEPCO's Morgantown and Chalk Puint plants. The current Conrail control plan puts CSX and 

NS in the position of "kingmakers. " deciding w hich utilifies will be winnv .s and losers. Granting 

two-carrier access to Morgantown and Chalk Point will presen-e a level playing field, allowing 

PEPCO to decide its own fate. 
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C. Organization 

The remainder of my testimony is organized as follows: 

• Section II describes how minimization of fuel expense is of immediate importance to 
PEPCO and will b:.- of e\ en greater consequence with the advent of power market 
deregulation. 

• Section III discus.'.es how the railroads are likely to price their ser\ices assuming 
consummation of the Conrail break-up. It is possible, even likely, that tlie railroads will 
turn to captive customers, including captive coal shippers such as PEPCO. for a 
disproportionate share of the revenues needed to pay for Conrail. 

• Section IV discusses current coal supply and ffansportation arrangements to PEPCO's 
coal plants, and how PEPCO will be disadvantaged by the control proposal. In brief, the 
conu-oi proposal eliminates PEPCO's competitive leverage at Morganto VTI and Chalk 
Point. 

• Section V descnbes how CSX and NS have selectively offered enhanced competitive 
service to a fe w customers. The combination of eliminating PEPCO's current competitive 
options while granting new leverage to other utilities %viil put .Morgantown and Chalk 
Point in a precarious position in the market tor incremental power sales. 

• S-'iction VI presents my recommendations with respect to the relief Lhe Board should 
grant to PEPCO. 

II. Role of Fuel Costs, in the Power Markets 

Delivered fuel costs are a central often decisive factor in determinin'- the relati\e 

competitiveness, of utilities in the power markets. 

The .Middle .Atlantic region within which PEPCO competes contains a mix of coal, 

nuclear, oil and gas generating units. Nuclear units are norm.aily run at full available capacity at 

all t'-nes to meet the owner's natn e load. During peak periods, particularly in the summer and 
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dunng winter cold spells, coal units are fully committed and incremental competition is between 

oiLgas-fircd stations. However, during low-demand periods 

excess coal capacity is available. 

On a basis 

the operation of a plant is subject to vanety of factors These include 

operational constraints, including the plant s ramp-raie (the time it takes to increase or decrease 

electncal output ft-om the plant ) and "must-run" factors that dictate, for reasons of generating and 

transmission system reliability, that a plant operate at some minimum output. Longer-term firm 

sales will also be influenced b\ capacity charges and non-fuel operation;, and mainten Jice costs. 

It is in the case ot that delivered fuel costs can play a 

decisive role. This is particularly tnie for PEPCO. because it is part of the PJM Interconnection. 

The PJM power pool is a grouping of 10 utilities operating in Pennsylvania. New Jersey, 

Delaware. .Maryland. \'irginia and ''.e Distnct of Columbia. If is curtently the largest "centrally 

dispatched" power pool in North .Amenca. The significarcp of central dispatch is that although 

tne member utilities are independent entities, a central PJM control center dispatches ail the 

power plants in the PJM as a single pool, irrespective of ownership. The economic element of 

these dispatch decisions is based on Therefore, the dispatch of 

PEPCO's coai (and other 1 units 
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with all the other generating units m PJM. Operational 

factors, such as those noted above, also play a major role in detennining unit commitinents. 

as a member of PJM. PEPCO already 

operates in a highly competiti\ e power market. 

In summary. for PEPCO to compete fully it vAW need to 

minimize us delivered fuel pnces. Over the past 15 years, utilities have frequently succeeded at 

controlling fuel costs usmg strategies based on innovation, flexibility and competition. This is 

illu.su-ated by the experience of utility compliance with Ph.-ise I of the Clean .Air .Act 

Amendments of 1990 ("CAAA"). Under Phase 1. many utilities, particularly in the eastern and 

midwestem U.S.. had to sharply reduce their emissions of sulfur dioxide begmmng January 1. 

1995. Phase i was expected to result in larger pixe premiums for low-sulfur coal and high prices 

(in the hundreds of dollars) for sulfur dioxide emission allowances', and favor the traditional 

low-sulfur coal producing ;egion of central Appalachia. 

None of these expectations came to pass. .Motivated in large part by efforts by uulities to 

fmd least-cost solutions to CAAA requirements. low-su]ftir coal was produced in unexpectedly 

large volumes from such areas as Indiana and the so-called "MG.A" area of northern .Appalachia, 

while central .Appalachian production stagnated. Technological innovation, pnrticularly the 

advancement of highly productn e longwali mining, played an important role in the increased 

' An allowance is essentialh. a pennii allowing a uiility to emit one ton ot sulfur dio.xide from a power plant. 
Allowances ca.i be bought and ^old. and function as an alternative to fuel switchmg or capital investment in 
pollution control systems as a means ot complying with the CAAA ot 1990. 
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saies of MGA and Utah'Colorado low-sulfiir coals. Transportation competition facilitated the 

penetration of low-sulfur western coa! into midwestem compliance markets. In this diverse and 

competitive compliance market, emission allowance prices have plunged below SlOO per 

allowance.' 

The point is tliat utilities that retained flexibility in terms of fuel sourcing and 

transportation access were able to encourage and exploit these market developments, and achieve 

much lower costs tnan vsidely expected in the early 1990s. For PEPCO and other utilities to 

achieve low fuel costs in the fuwre. with the advent of C.A.AA Phase II (effective January 1. 

2000). power market deregulation, and other, as yet unforeseen challenges, flexibility, and the 

ability to innovaf will likely continue to be of critical importance. 

III. Railroad Rate-Setting After the Conraii Break-up 

As discussed immediately abo\ e. low delivered fuel pnces are essential 

and flexibility and innovation are key elements of a fiiel 

procurement strategy designed to achieve low fuel costs. The wave of mergers sweeping through 

the railro.id industry therefore poses a dual threat to raii-captive power plants: higher rail rates, 

and reduced abi'ity to seek the lowest cost fuel sources. 

One of th ; most nouible aspects of the proposed Conraii acquisition is its enormous cost: 

$10 billion, includu;;, a widely-reported S4 billion premium above Conraii's book x .ilue. CSX 

and NS claim the; can pay for and profit from Lhe acquisition through operating efficiencies that 

• See Electni- Power Research Institute. Coal Suppn and Transportation Markets During Phase One: Risk 
Change ana Opportunity . Januarv 1 '̂ '̂ b. The report was authored by Fieldston Company 
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will reduce costs and allow the earners to compete for new traffic, such as shipments now 

moving b' tnick The extent to which they will achieve these savings gains and win new 

busines'. is unknown and uncertain. The Union Pacific merger with Soulhem Pacific, and the 

earlier Union Pacific acquisition of the Chicago and North Western, botl ncountered severe 

problems.' The Burlington Northern merger with the Santa Fe has not gone entirely well or 

produced the expected earnings.' There is no assurance tliat the Conraii acquisition will go more 

smoothly. 

If the acquisition does not achieve the hoped-for savings and increased business, the 

railroads may increase rates to their captive customers to gain the revenues needed to pay for the 

purchase of Conrail. These higher rates for coal transportation may price captive utilities, such 

as PEPCO. 

From the standpoint of the utility and its ratepayers there is a double 

loss - • and the increased cost to 

transport coal to the plant. 

' See for example. W all Street Journal. "Union Pacific Tie-Ups Cause Problems Across the U.S. Economy." 
October 8. 1097: "LT Hits Rocky Road Assimilating C&NW." Coal Transportation Report. October 16. 1995. 

"Growing Pains Persist for Merged BNSF." Rati Business. February 24. 19«)7: BNSF 1996 Annual Repon. 
page; 
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The other, longer-term danger to captive shippers is the reduction in their coal supply 

options. NS and CSX have touted the benefits of single-line service to their customers. These 

benefits can be vastly overstated: as evidenced, for example, by highly-efficient two-line 

movements of Powder River B;isin coal, single-line movements often do not have a significant 

advantage over interline movements of coal in unit trams. It is clear, however, that in the case of 

a railroad with a captive customer, the railroad will maximize its revenues if it can both originate 

and terminate coai shipments to that customer, h can then block interline movements through 

uneconomic pncing. By making interline movements uneconomic, the railroad can essentially 

lock the captive utility into sourcing its coals fi-om only those producing areas served by the 

earner. This reduces the array of ftiei choices available to the utility. With fewer supply options 

to choose from, and less latitude to play one producing area against another, the utility s ability to 

achieve the lowest coai supply pnces will be reduced. This can have a sigmficant impact on the 

competitive position of the utility in the The specific implications 

for PEPCO are discussed below. 

IV. PEPCO Coal Supply and Transportation 

PEPCO is a heavily coal-dependent utility. In 1996. coal accounted for about ^̂ 0% of its 

ftiel purchases (measured in Btusi. and was the source of about 78% of PEPCO's generating 

output. Coai is consumed at four stations owned and operated b\ PEPCO. all of which are 

captive to railroads for coai delivenes: Chalk Point (Conrail), .Morgantown (ConraiH. Dickerson 
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(CS.X). and Potomac River (NS) (see Table 1, belowi. .At issue in this proceeding is the 

disposit on of the two Conrail stn-ed stations. Chalk Point and Morgantown.^ 

Table 1 
PEPCO Coal Fired Generation 

1 
1 Transportation Options 

Name Location 
Ctal-Fired 
Capacity Current 

Post-Acquisition 
(as proposed) Primary Coal Supply 

Diciverson Montgom»T> 
County. MD 

.•̂ 46 MW in 
three units 

Captive to CSX Captn e to CSX Nortfitm Appalachia: 
CSX (B&O) 

Chalk Point Prince 
Georges 
Counrv'. MD 

633 MW in 
two units 

Captive to CR Captive to CSX Nothem .'\ppalachia: 
CSX (B&O) and Conraii 
Pennsylvania ongms. 

Morgantown Charles 
County. MD 

1164 MW in 
two units 

Captive to CR Captive to CSX Nortliem Appalachia: 
CSX (B&O) and Conrail 
Petmsylvania origins. 

Potomac River .Mexandna. 
VA 

48? .MW in 
five units 

Captive to NS Captive to NS Central Appalachia (WV 
and K^' ongms). 

Sources; FERC42) data; 1996 PEPCO 10-K statement. Energy Information Administration. Inventon- of Power 
Plants. 1994: Fieldston Publications. Inc.. Coal Transportation Manual. 1996-97 

As Table I indicates. Morgantown and Chalk Point both rely on a combination of coai 

supplies from CSX ongms in northern .Appalachia (northern West Virginia and western 

Maryiard. the former B&O ongins) and Conraii-onginated coal from Pennsylvaiua. The ability 

of PEPCCJ lo receive CS.\-onginated coal, although the plants are captive to Coru-aii. is 

attnbuted in part to the histoncal coal quality specifications for the plants. 

Wilh tlie advent of Phase I of the C.A.AA, these plants required a medium sulfur coai of 

approximately 2.4 pounds SO, per MMBtu. .At that time (early and mid-1990s) PEPCO also 

required for its plants a soft (casy-to-gnnd). low volatility coal. MG.A coal could meet the sulfur 

PEPCO also owns a 9 ''Z'o interest (165 MW ) interest m the Conemaugh coai-tlred station in western 
Pennŝ  Kama, which receives coai by rail (Conra:!) and truck The plant is operated b> Pennsylvania Electnc 
Compan\ 
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requirement but not the volatility and grind specificauons. The other mines on Conrail could 

provide only a portion of PEPCO's demand for coai with this combination ot sulfur, grind and 

volatility characteristics. CSX sourced coal was therefore needed to supply the plants. A? 

shown below in Table 2. in 1996 CSX actually supplied the majonty of the coal at Ch.alk Point 

and .MoreantowTi. 

Table 2 
Coal Sources for Morgantown and Chalk Point. 1996 

Tons 

Chalk point CSX - B&O 641,000 

Other CONRAIL 728.000 

MGA 0 

Total 1,369.000 

Morgantown CSX - B&O 1,942.000 

Other CONR.\lL 678.000 

MGA 0 

Total 2.620.000 

Total. Both Plants CSX - B&O 2,583.000 

Other CONRAIL 1.406.000 

MGA 0 

Total 1 3.989.000 

Source KERC I omi 4;? Jau 

PEPCO has subsequently determined that its plants can use c >al wilh a harder grind and 

higher volatility than pre\ iously believed, and has revised its coal spt.'cifications accordingly. It 

has successfully test burned MG.A coal at .Morgantown and Chalk Point and has laimched 

imtiatues aimed at broadening the coai supply mix for the plants. These initiatives involve 

"PEPCO Looks to New Markets." Coal Daily. August 19. 1997; "PiZPCO Buys .More Test Coal: Prepares 
Term RFP." Coal Dailv. Semember 9. 1997 
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PEPCO's plans for complying with Phase i i of the CAAA, which are described in the 

accompanying Verified Statement of Susann D. Felton on behalf of PEPCO. 

Under the current Conrail control plan, this leverage to take ccals oUier than those 

originated by the terminating carrier will be altogether eliminated. The acquisition envisions 

CSX taking sole possession of the Conrail lines that serve Chalk Point and Morgantown. and 

acquiring joint access with NS to the MG.A mines. This will allow CSX to offer single-line 

service from its traditional northern .Appalachian origins, and from the .MGA mines. CSX will 

aiso be able to ship coal single-line from its traditional central Appalachian ongins. if PEPCO 

ultimately chooses to use this type of very low sulfur coal to meet C.A.AA Phase II requirements. 

With this control over ongins and destinations. CSX will be able to impose uneconomic rate 

divisions that will preclude interline (NS/CSX) movements of MGA and other NS-origin coals, 

thereby reducing Chalk Point and Morgantown to truly captive status. 

In its proposed operating plan. CSX suggests that PEPCO will still have competitive 

access at Chalk Point and Morgantown. Tlie plan states that: 

Corraii also moved Conrail-origin central Pennsylvania coal to Perry\ ille. .MD and then 
over the .NEC to Bowie for delivery on Conrail lines to these plants. CS.X will not have 
direct access to the central Pennsylvania coal fields, but will offer a joint-line service with 
NS to move that coal. 

Fieldston Page 13 of 20 October 20, 1997 



However. CSX's "Conrail Traffic Study ' included in the highly confidential documents paints a 

different picture. .As shown below in Table 3. CSX projects that m 2000. aU of the coal to 

Morgantown and Chalk Point will be l̂upped from CSX ongins."* 

Table 3 
CSX Projection of Year 2000 Coal Sources for Morgantown and Chalk Point 

CSX Year 2000 Estimate 
(Tons) 

Chalk Point I CSX•B&O 

I Other CONRAII 

I MGA 

1 Total 

Morgantown iCSX - B&O 

I Other CONRAIL 

! M G A 

Total 

Total, Both Plants CSX - B&O 

• Other L ONRAIL 

I MGA 

(Total 
Source CSX'b •Conrail TraHk Siudy " al t \ i ^ \ contidenual document mimoers i.S.\ 21 .<C000831 and 832 

PEPCO's experience at the Dickerson station, which has long been capti e to CSX. 

demonstrates how CSX has used its market power to increase PEPCO's costs and reduce its coal 

supply options. .As discussed in the Verifitd Statement of Ms. Felton, CSX recently 

it Dickerson. and has used its control of transportation to that plant to 

' As noted in the source note to Table 3. the v ear 2000 projection m the table is a creation of CSX. and does 
not reflect the expectations of PEPCO concerning now it will div ide future coal purchases among the MGA. other 
northern .Appalachian mines, and other coal sources .-\lso note th.nt the total shipmtnts to Morgantown and Chalk 
Point in 1'̂ % (if almost 4 million tons (Table 2) 

PFPCO's own forecast, as indicated by Ms Felton. is that these plants will continue to bum about 4 
million tons o! coal annuallv throuch 2000 
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preclude interline movements of coal from Conrail ongins in central and western Pennsyivama. 

This experience illustrates how CSX would likely utilize control of transportation to 

Morgantown and Chalk Point to its benefit and to the detriment of PEPCO's ratepayers and 

shareholders. 

PEPCO has no clea means of restoring the competitive balance at Morgantown and 

ChalK Point .A rail spur is almost certainly economically infeasible. The straight-line distance 

from Chalk Point io the NS (at Bowie. Maryland) is about 35 miles; this would be a very long 

and expensive spur. The dislance fi-om Morgantowit is even longer (ahoui 50 miles). PEPCO 

has considered building a barge unloader at Morgantown. but the competitive value of such an 

installation is uncertain: 

• The barge unloader has not been permitted. Given that it would be located on the 
Potomac River estuary into Chesapeake Bay - major recreational and fishing areas ~ 
intense environmental scrutiny and opposition to construction of a coal-unioading facility 
seems iikeiv. 

• CSX's system is more hea\ ily onented toward serving the domestic utility busmess than 
that of NS. In 1996. CSX onginated 164 million tons of coal, of which about 103 million 
tons (63%) was for domestic utility consumption. In contrast, of the ! 15 million tons of 
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coal onginated by NS. only 62 million tons (54%) was shipped to electric utilities. Most 
of the balance was exported or was metallurgical coal shipped to the I'.S. and Canadian 
steei industry.''' 

• As indicated above, the NS coal network is heavily onented to> vard export̂ :, 
predominately tlirough the Lamberts Point facility at Nortolk. %'A. 

Since Dickerson is already captive to CSX. the upshot of the planned acquisition is that 

PEPCO will become beholden to CSX for the vast majority of its coal shipments. As the CSX 

traf fir smdy shows. CSX expects to use this monopoly position to trar-.:,port its own coals to 

PEPCO plants. 

V. Fuel Price and Power Market Risks for PEPCO 

The railroads argue that single line CSX scr\'ice to Morgantown and Chalk Point will 

produce operating efficiencies compared to the current two-line shipments." Regardless of the 

extent to which this is tnie. what is certain is that CSX has no obligation to base rail rates to 

Morgantown and Chalk Point on the cost of ser\ ice. In the case of a captive shipper like 

PEPCO. CSX is likelv tn maintain or increase rates to the highest levels ihat will maximize 

revenues without tnggenng regulatory intervention. 

High rail rates will put at risk PEPCO's 

PEPCO's nsks are increased by the decision by CSX and NS to selectively enhance the 

competitive access c f certain PEPCO competitors. The railroads have chosen to grant four PJM 

NS 1996 Form 10-K; CSX Corporation. 1̂ 96 Financial Supplement. 

" Verified Statement of Robert Sansom in \ olume 2.\ of the Railroad Control Application in this pi rceeding 

(page 20V 
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coal plants that are cun-ently captne to Conrail joint CSX'NS access after the acquisiuon. These 

are PECO's Eddystone station. .Atlantic City Electnc's Deepwater .tnd England plants, and 

Vineland's Down plant.' In addition. NS has reportedly reached agreements with Pennsyivama 

Power &. Light ("PP<5cL") and Delmarva Power &. Light ("DP&L ") relating to competitive CSX 

access. PP&:1 and DP&I. are cunently captiv e to Conrail and would be captive to NS 

post-acquisition. The reported agreement will allow CSX to interchange coal trains with NS for 

delivery to PP&L and DP&l at compethive rates. The details of this agreement, incluiling 

informatior on exactly which plants will benefit, have not been revealed.'' 

As si own in E.xhibits SK-2 through SK-5. with the exception of the Down station, the 

plants known to be receiving joint access or possibly involved in the ,''P&L and DP&L 

arrangement all have delivered coal prices comparable or supenor to iho; e of Morgantown and 

Chalk Point. (E.xhibits SK-Z and SK-3 ranks the plants by 1996 and 1997 average coal costs; 

Exhibits SK-4 and SK-5 present a similar ranking based on an approximation of each plant's 

incremental coai costs.)' With rompetitive rail access, they will likely be in a position to 

achieve lower delivered fuel prices through a combination of leveraging the railroads and the 

ability to receive coal from a wider selection of suppliers. 

'" Sansom V S . page 

The PP&L and DP&L arrangements aie discussed briefly in tht Venfied Statement of Ravmond Sharp in 
Volume 2.\ ot the Railroad Control .Application in this proceeding (page lo) .A'so see "PP&L Negotiates Deal with 
CSX and NS." Coal Transportation Report. July 7, 1997. 

Data source tor ihe exhibits is FERC Form 423 data. .Marginal cost is approximated as the average 
delivered cost of all spot coal delivered to each plant. If die Fonn 423 d.-ta records no spot deliveries, the overall 
average cost is shown as the marginal cost. 
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PEPCO has been taking steps to reduce its fuel costs tlirough its program of seeking a 

more diverse coa: supply. In addition to the test bunis of MGA coal, it recently initiated a survey 

of roughly 300 coal suppliers, aimed at determining the availability, quality and pricing for new 

coal supplies. According to a cover letter sent with the survey, the object is to gain the 

information needed for PEPCO to "broaden its supplier base and maximize fiexibility in its ftiel 

options." The ultimate aim is to reduce PEPCO's delivered coai costs while complying with 

Phase II of the CA.AA." 

These steps follow the classic pattern of utilities using hw.dbility, diversity and 

innovation to achieve fuel cost savings. However, the planned Conrail acquisition will put these 

plans at nsk by allowing CSX to dicute, through its control of rates, th. ?oal sources that 

PEPCO can economically access. For example, the test shipments of MG A coal that PEPCO has 

taken have come in large part from the Rochester and Pittsburgh Mine 84. However, under the 

proposed control plan. Mine 84 will not receive joint CSXVNS access; it will be able to ship only 

via NS. This is sigmficant to PEPCO because only three of the highly efficient MGA mines 

produce the low sulfur coai that PEPCO requires (the others are Baiiey/Enlow Fork and 

Emerald). The control plan therefore immediately cuts by a third the MGA coal supply options 

effectivelv available to PEPCO. 

" "PEPCO Looking at New Fuel Strategv.' Coal Daily. August 18. 1997; "PEPCO Looks to New Markets." 
Coal Daily. August 19. 1997. 
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VI. Conclusion and Recommendations 

The Conrail acquisition plan poses a triple threat to PEPCO: 

• it eliminates any semblance of competition at Morgantown and Chalk Point, creating an 
opportunity for CSX to increase rates in the future and limit the coal supply options 
available to PEPCO; 

• The acquisition is so expensive as to potentially create incentives for CSX to seek 
whatever rate increases the market will bear; 

• Simultaneously, the acquisition will improve competitive rail access for several of 
PEPCO's cunent or potential competitors. This raises the possibility that PEPCĈ  will 
face increasing rail rates at Morgantown and Chalk Point at the same time these 
competitors will be able to use their newly enhanced rail access to leverage delivered coal 
pnces. 

This is a patently unfair situation. The Board should take three steps to restore a level playing 

field for PEPCO: 

1. Provide for competitive acces.s to Morgantown and Chalk Point. This would involve 
allowing NS access at Bowie. Mary land, to the Conrail lines that are scheduled to be transferred 
to CSX. By permitting both of the dominant eastern carriers to access Morgantown and Chalk 
Point, the Board will keep PEPCO on par with its competitors in its ability to leverage rail rates 
and access a diversity of coal suppliers. The cuiTent control plan would put PEPCO in an 
inferior competitive position compared to its current situation, and at risk of losing incremental 
power sales to its competitors -- particularly those who.se rail access is being enhanced by the 
control plan. 

2. Provide for joint CSX and NS access to Mine 84. fhe highly efficient. low-sulfur MGA 
mines may play a key role in the future fuel supply to PEPCO. The control plan would reduce 
the current competition for PEPCO's business by excluding Mine 84 from the MG.A joint service 
area. The Board should maintain the current competitive balance by ordering joint access to 
Mine 84. 

3. F.xcludc the Conrail acv4uisitioii premium from rate reasonableness determinations: CSX 
and NS have chosen to pay a multi-billion dollar premium lo purchase Conrail. ITie premiimi 
constitutes a two-pronged threat to captive shippers: 
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• It increases the incentives for CSX (and NS) to increase rates on non-competitive traffic, 
and; 

• Due to the impact the premium will have on the railroads' cost structtires. it will make it 
more difficult for shipp-̂ rs to demonstrate that a rate exceeds the jurisdictional tiu-eshold 
for reasonableness rc\ iew s. or to w in a competitive prescribed rate even if the 
junsdictional threshold test is met. 

This is a double-bind that captive shippers should not be subject to. The Board should exclude 
the Conrail premium from future rate-reasonableness determinations. 
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Exhibit SK-l 

R t S l M F OF 

ST.A.N M. I APL.VN 

F.ducation 

L niversity of Texas at .Austin - Masters Degree of Arts. Public Policy - 1977 

Rutgers University - Bachelor Degree of Arts. History - 1974 

Work Fxpericnce 

1993 - present Fieldston ( ompany. Inc. 

Re-joined Fieldston Company in June 1993 as Director of Energy Market Analysis. 
Major projects have included: 

• Snidies of Midwestem and .Appalachian coal supply and transportation for utility, 
equipment m:mufacturer, and Independent Power Producer clients; 

• Studies of the Colorado and L'tah coal and transportation markets; 
• Studies of the current and future Powder River Basin coal supply and transportation 

simation; 
• Reports for the Electnc Power Research Ins.Uute on the impact of the Clean .Air Act 

amendments on the major coal supply and transportation markets in the U.S.; and an 
analysis of the business strategies of the five major coal-h.iuiing railroads; 

• .Assisting utilities with arbitration, litigation and negotiation of coai supply and 
transportation contracts; 
.Analysis ol pt>wer markets and purchased power transactions. 
Developing forecasts of coal prices and rail rates; managing the twice-yearly 
publication of Fieldston's RC.AForecast report. 

• .Assisting clients with natural gas price forecasts, and gas and fuel oil procurement 
planning. 

1987 - 199.̂  Electric Ftilih , Cit> of Austin Ma .a^er. Fuels Planning & Supply 

Managed the procurement of coal. gas. oil and nuclear fuel for a municipal electnc utility. 
Responsibilities included fuel purchases and contract administration; fuel sua.?gy and 
planning; forecasting; determination of fuel inventory targets; fuel accounting; and 
preparation of testimony for rate cases. .Major tasks included the following: 

l ead loie for the utility in negotiating u long-tenn rail transportation contract, and in 
renegotiating a ion-'-term coal supply contract. Played lead for the utility in 
subsequent negotiations with the coal and rail companies concerning price re-openers. 
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force majeure issues, perfonnance-related disputes, and the purchase of spot coal 

supplies. 
• Developed anu implemented the utility's programs for b w ing spot and t̂ enn gas. 

Responsible for detemiimng the uality's mix of .short-tenn. long-tenn. finn and 
intenuptible gas supplies. Responsible for planning and bmlding a spur pipeline 
which ended a 40-year monopoly on gas transportation to the utility's gas-fired plants: 
negoti.-'ted an as.sociated gas transportation contract. .Manage, the City s interest in a 
gas-producing property; provided support for associated litigation. 

• Developed from scratch the utility's fuel accounting ftmctioii. Responsible for a 
vanety of fuels planning projects, including a study of gas storage options; fuel price 
forecasts; and de\ elopment of a model used to determine the optimum monthly mix 
of purchases from the utility's \ anous gas-supply contracts. 

• Lead role fc- the City in negoaating the fuel supply aspects of a proposed swap of the 
City's shaie of the South Texas Nuclear Project for a share of the lignite-fired 
Limestc le station. The project involved a cost and operational analysis of the Jewett 
mme operated by an affiliate of Western Energy. 

1985 - 1987 Public I tility ( omraission of Texas - Manager, Fuels Analysis 

Managed review of the prudence of electticity utility fuel contracts and of utility 
strategies for buying gas. coal, oil. and nuclear fuel. Testified on numerous occasions 
before the Commission on u'ility fuel costs and prudence. Responsible for the 
detennination of the fuel factor portion of rates, fuel aspects of plant certification reviews 
and avoided cost dockets, determination of prudent fuel inventory levels, and pnce 
forr 'isting. C onducted study of the rates charged t railroads for shipping coai into 
Texas. Publication of the report resulted in litigation with the Burlington Northern 
railroad in which Mr. Kaplan ser\ed as the State's expert witne.-s. Analyzed a proposed 
lignite mining projec. including a review of the proposed mine piai. and the csts ot the 
project versus western coal alternatives. Responsible for the fuel aspecrs ot Commissic 
special studies, including a study of central economic dispatch for ERCOT a'id an 
evaluiition of the electncity suppiv and demand balance in Texas. 

1984 - 1985 Fieldston ( ompany Consultant 

Principal consultant with a coal consulting and publishing fi.ui. .Assisted a utility in 
litigating a coal supply contract, including preparation of testimony and development of a 
financial model cfthe source coal mine. Performed cost studies of rail movements ot 
coal for a northeastern utility to find opportunities for rate reductions. Evaluated the 
financial and operational perfonnance of the major coal-h:iuling railroads for the U.S. 
Department of Energy, with the aim of determining whether changes were needed in the 
Staggers (rail deregulation) .Act. Editor tor the first Fieldston Coal Transportation 
Manual, a comprehensive guide to rail, barge, ttnck. and international coal transportation 
logistics and economics. .ALso wrote articles for the Coal Transportation Report, a 
biweeklv newsletter. 
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1978 - 1984 

Consulting work in the natural gas. petroleum, and coal areas with Energy- V entures 
.Analysis, Inc. and Jensen Associates studies of solar energy economics for the 
California Energy Commission and EM.W Corp. 

Publications and Presentations 

•'The Nexi Wave of Renegonaung Coal and Transports*iOii Contracts," Natural Resources & Environment. 
Winter 1997. 

"Determinmg the Impact of Regulatory Change on Fuel Risks, " presentation to Managing Fuel Risk Conference, 
Dallas. Texas. December 13, 1996 

• Railroads and Utility Deregulation: New Challenge, New Oppormi.. , , ' presentation fo' Schroder Wertheim, New 
York, Novem'jcr H, 1996. 

Several preseatiiions to the EPR] Workshop, Rail Consolidation and Market Power, Denver. October 22. 1996 

"Keeping Track of Competitor Costs and Strategies. " presentation at the Managing Fuel & Power Production in a 
Competitive Environment Conference, Chicago, May 9. 1996 

"Implications of Utility Deregulation for Industrial Coal Users," presentation to Council of Industrial Boiler 
Owners Fuels Conference, May 9. 1995. 

With JefTWatkins (Hill & Associates). Powder River Basin Coal and Transportation: .\ Turning Point? 
multi-client study, 1095 

"Pncing Natural Gas Under Long-Term Contracts" and "Buying Gas: How to be an Informed Consumer," 
presentations to Managing Price Volatility Conference. Houston. Texas. October 4 & 5, 1994. 

"Storage and Pricing How Storage is a Kev indicator .of Price." presentation to Natural Gas Storage Updati> 
conference. Houston. Texas, April 7 & 8. 1994 

"Long-Terra Contracts and Electric Utilities: Balance of Benefits end Traps," Natural Gas December 1993 

"Walking a Narrow Line: The Benefits and Risks of Long-Term Gas Contracts to Electnc Utilities," presentation at 
the Long-Term Natural Gas Contracts semuiar. Executive Enterprises, Inc , Houston. Texas, October 15. 1993. 

"Trd.nsponmg Coal under Crisis Conditions." presentation at the 1993 EPRI Fuel Suppl> Seminar. Tampa, Florida, 
October 14, 1993 

"Fuels. Naniral Resources, and Technology: a Broader Context for Fuel Price Forecasting." pape' at the 
International Association for Energy Economics 15th North American Conference (forthcommg: OctC^r 13. 
199,H 

"The New KJ>S to Gas Deliverability: Storage. Imports, and Resource Development." paper for the SPE Gas 
Technology Symposium. June 50, 1993 

"The Long View: Technology, Society and the Pnce of Fuel," presentation to the American Power Conference. 
Apnl 14. 1993 

Exhibit SK-1 Page 3 of 4 



"Storage and Imports Rearranging the Price Picture " Natural Gas. February- 1993 

"Utility Planning for Natural Gas Storage," paper and presentation to the New Gas f>torage Strategies conference. 
Houston. Texas. September 2&3. 1992 

"Fear and Loathmg in the Gas Market." Compliance Stiategies Revie>*. September 28. 1992 

"Breaking w ith the Past: Utility Plannmg for Natuial Gas," presentation to the Texas Public Power Association 
Annual Meeting, .Austm, Texas, August 3-4. 1992 

"The Short-Term Approach to Fuel Supply Strategy and Contracts." conference paper and presentation. 
Power-Gen'91. Tampa, Flonda. Decembei 4-5, 1991 

"Coal vs Lignite: Costs and Other Issues." presented to the Greater Austin - San Antonio Comdor Council 
Energ} Task Force, November 25. 1986 

"Rail Transportation of Coal to Texas." PUC Working Paper 85-5. Public Utility Commission of Texas. October 
1985 

"The Effect of Utility Regulation on Coal Markets," :o-auihored with Doug Divine. Third Coal Marketing 
Strategies Conference, October, 1985 

"Industna! Coal Demand: Past and Prospects," presentation at the First Pittsburgh Coal Conference. September 
18. 1984 

Editor, Fieldston Coal Transpon.-ion Manual. 1984-85 edition, Fieldston Company, Washington D C. 1984. 

"Potential For Use of Petroleum Coke in Industrial Applications." presentation at the Council Industrial Boiler 
Owccrs Annual Meeting. October 26-28. 1983 

"Fuel Grade Coke Could Gaii. Stams as Product." Oil and Gas Journal, October 10, 1983 

"Petroleum Coke as a Supplemental Industnal "uel," paper .ind presentation. Fifth Symposium on industrial Coal 
Utilization. June 6-7. 1983 

"Labor and Mine Productivity .' presentation at the Coal Economy Conference. November 21. 1980 
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EXHIBIT SK-2 

DELIVERED COAL PRICE COMPARISON AT PJM COAL 
PLANTS 

Average Costs 1996 
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Chalk Poirt 
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Deepwater 

H Down 

50 100 
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EXHIBIT SK-3 

DELIVERED COAL PRICE COMPARISON AT PJM COAL 
PLANTS 

Average Costs 1997 
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EXHIBIT SK-4 

DELIVERED COAL PRICE COMPARISON AT PJM COAL 
PLANTS 

Marginal Costs 1996 
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EXHIBIT SK-5 

DELIVERED COAL PRICE COMPARISON AT PJM COAL 
PLANTS 

Marginal Costs 1997 
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VERIFICATION 

DISTRIC T OF COLUMBIA ) ss: 

Stan M. Kaplan, being duly sworn, deposes and say that he has read the foregoing Reply 
Verified Statement knows that contents thereof, and that the same are true as stated. 

Subscribed md sworn to before me 

this ^ ^ ^ d a y of t^f ' /T^^^^- 1997. 

Notary Pub'ic for the D j-ict of Columbia 

My commission expires 

Stan M. Kaplan 
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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. 33388 

ARGUMENT 

PEPCO r e s p e c t f u l l y submits that the proposed a c q u i s i ­

t i o n and d i v i s i o n of Conraii's assets between CSX and NS i s 

inconsistent with the public i n t e r e s t , and should be denied. I n 

p a r t i c u l a r , the transaction w.ill disadvantage PEPCO i n the bulk 

power market r e l a t i v e to c e r t a i n s p e c i a l l y favored u t i l i t i e s t hat 

w i l l receive new dua l - c a r r i e r r a i l access at de s t i n a t i o n , which 

they can combine with new du a l - c a r r i e r access t o c e r t a i n impor­

tant mine o r i g i n s as a r e s u l t of the Applicants' agreement. 

Moreover, the transaction w i l l generate an a c q u i s i t i o n premium, 

whicii i s l i k e l y t o expose exclusively served bulk coal shippers, 

such PEPCO, to future rate increases. 

Accordingly, the transaction should not be approved 

unless conditioned to ameliorate the anti-competitive impacts 

that would otherwise be encountered by PEPCO. As i s more f u l l y 

described below, the Board: (1) should require CSX to grant 

trackage r i g h t s to NS over the Conrail Pope's Creek Secondary 



l i n e (which CSX w i l l acquire) f or the l i m i t e d purpose of trans­

p o r t i n g loaded and empty coal t r a i n s to and from PEPCO's Chalk 

Point and Morgantown generating s t a t i o n s ; (2) should take steps 

to assure that the a c q u i s i t i o n premium w i l l not adversely a f f e c t 

regulatory r a i l rate-making; and (3) should require j o i n t access 

to Rochester & Pittsburgh's Mine 84 i n the MGA region of south­

western Pennsylvania. 

I . BACKGROUND 

As indicated i n the attached V e r i f i e d Statement of 

Susann D. Felton ("Felton V.S."'', who i s PEPCO's Vice President -

Materials, PEPCO i s an investor-owned e l e c t r i c u t i l i t y t hat 

provides r e t a i l e l e c t r i c service to the Nation's Capital and 

surrounding Maryland suburbs. See Felton V.S. at 4-8. PEPCO 

also s e l l s e l e c t r i c i t y at wholesale to Southern Maryland E l e c t r i c 

Cooperative, Inc. ("SMECO") under a long-term, contractual 

arrangement. 

PEPCO owns and operates four c o a l - f i r e d generating 

f a c i l i t i e s . These include the 2,423 megawatt ("MW") Chalk Point 

Generating S t a t i o n , the 1,412 MW 1-iorgantown Generating S t a t i o n , 

the 837 MW Dickerson Generating Station, and the 482 MW Potomac 

River Generating Station. At the present time, Conrail provides 

exclusive d e s t i n a t i o n service to both the Chalk Point and Morg­

antown Stations which are located i n southern Maryland. CSX 

provides exclusive service to the Dickerson Station, located i n 

northwestern Montgomery County, Maryland, and NS provides exclu­

sive service t o the Pctomac River Station located at Alexandria, 

- 2 -



V i r g i n i a . The Dickerson, Chalk Point and Morgantown Stations are 

baseload power plants; that , • r.ey normally operate at a high 

percentage of t h e i r available generation capacity. The Dickerson 

Station operates at the highest average capacity f a c t o r of a l l 

three plants, due i n large measure to the fact that i t i s located 

closest to the West V i r g i n i a coal f i e l d s that are i t s present 

source of f u e l supply.'-

These plants' baseload status means that f o r the most 

part t h e i r l e v e l of generation i s not affected by changes i n r a i l 

rates or delivered f u e l costs. However, during c e r t a i n "shoul­

der" periods, i . e . , the l a t e - n i g h t hours i n the Spring and F a l l , 

when both the PEPCO system and the PJM system (of which PEPCO i s 

a part) have excess capacity, they have to compete w i t h other 

generation f a c i l i t i e s f o r load ( p a r t i c u l a r l y f o r off-system 

sales). Even during these periods, .lowever, a l l three plants 

s t i l l operate at a s i g n i f i c a n t percentage of capacity due to 

various operational f a c t o r s , i n c l u d i n g t h e i r design as baseload 

plants whose generation load cannot be ramped up a.nd down quick-

i v . Felton V.S. at 7-8. 

CSX c u r r e n t l y provides t r a n s p o r t a t i o n service to the 
Di^.-;-iSon S t a t i o n pursuant to common c a r r i e r rates. These rates 
became e f f e c t i v e on January 1, 1997, fol l o w i n g the e x p i r a t i o n cf 
a r a i l t r a n s p o r t a t i o n contract between PEPCO and CSX. The comm,on 
carr:e->- rates j m.posed by CSX are approximately higher 
tha:. • :- e x p i r i n g contract rates. These common c a r r i e r rates are 
the subject of a rate reasonableness proceeding that i s c u r r e n t l y 
pending before the Board i n Docket Nc. 41989, Potomac E l e c t r i c 
Power Company v. CSX Transportation, Inc., Complaint f i l e d 
Januarv 3, 1997. See Felt-^:: S. at 6-7. 



The proposed C o n r a i l t r a n s a c t i o n , as s t r u c t u r e d by 

agreeme.it between CSX and NS, i n v o l v e s the t r a n s f e r o f C o n r a i i ' s 

Pope's Creek Secondary l i n e t o CSX. This l i n e serves PEPCO's 

two l a r g e s t c o a l - f i r e d p l a n t s , the Chalk Point and Morgantown 

S t a t i o n s , and C o n r a i l i s p r e s e n t l y the only r a i l c a r r i e r a b l e t o 

serve these p l a n t s . Thus, the t r a r i s a c t i o n as p r e s e n t l y s t r u c ­

t u r e d would secure CSX' s t a t u s as the sole r a i l c a r r i e r s e r v i n g 

these plant's ( i n a d d i t i o n t o m a i n t a i n i n g i t s e x i s t i n g c o n t r o l 

over r a i l d e l i v e r i e s t o the Dickerson S t a t i o n ) . 

I I . THE APPLICABLE LEGAL STANDARD 

The proposed d i v i s i o n of C o n r a i l i s s u b j e c t t o review 

and approval by the Board under the ICC Te r m i n a t i o n Act of 1995, 

Pub. L. Nc. 104-88, 109 S t a t . 803 (1995) ("ICCTA").' The " s i n ­

g l e and e s s e n t i a l standard of app r o v a l " f o r merger t r a n s a c t i o n s 

under t h a t Act i s the p u b l i c i n t e r e s t standard s e t f o r t h a t 49 

U.S.C. § 11324(b)(1) and ( 2 ) . See Finance Docket No. 32760, 

Union P a c i f i c C o r p o r a t i o n . Union P a c i f i c R a i l r o a d Company, and 

Mi s s 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 ^nd 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, SPCSL 

Corp., and the Denver and Rio Grande Western R a i l r o a d Company. 

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 
independent agency wit.hin the Department of T r a n s p o r t a t i o n . 



Decision No. 44 (served August 12, 1996) at 98 ("UP/SP")To 

determine whether a merger i s i n the public i n t e r e s t , the Board 

balances the claimed economic and operational benefits of the 

merger against any p o t e n t i a l competitive harm. Moreover, the 

Board i s required to consider the fo 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 transaction 
on the adequacy of tra n s p o r t a t i o n to the 
publ i c ; 

(2) the e f f e c t on the public i n t e r e s t of i n ­
cluding, or f a i l i n g to include, other 
r a i l c a r r i e r s i n the area involved i n 
the proposed transaction; 

(3) the t o t a l f i x e d charges that r e s u l t from 
the proposed transaction; 

(4) the i n t e r e s t of r a i l c a r r i e r employees 
affecte d by the proposed transaction; 
and 

(5) whether the proposed transaction would 
have an adverse e f f e c t on competition 
among r a i l c a r r i e r s i n the affected 
region or i n the national r a i l system. 

49 U.S.C. !? 11324(b) (emphasis added). 

Sim.ilarly, the National Rail Transportation Policy 

("NRTP") d i r e c t s the Board, i n t e r a l i a , t o : (1) "allow to tne 

maximum extent possible, competition and the demand f o r services 

to e s t a b l i s h reasonable rates f o r t r a n s p o r t a t i o n by r a i l ; " 

(2) "maintain reasonable rates where there i s an absence of 

• : f e e t i v e competition and where r a i l rates provide revenues which 

exceed the amount necessary to maintain the r a i l system and t c 

Ci t i n g Missouri-Kansas-Texas R. Co. v. United States, 
632 F.2d 392, 385 (5th Cir. 19c0 , cert. denied, 451 U.S. 1017 
(1981) ; P'^-'nn-Central Merger and N6cW Inclusion Cases , 389 U. S . 
486, 498-99 (1968) . 
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a t t r a c t c a p i t a l ; " and (3) " p r o h i b i t p redatory p r i c i n g and prac­

t i c e s , t o avoid undue c o n c e n t r a t i o n s o f 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 . " 49 U.S.C. § 10101(1), ( 6 ) , and 

(12) . 

F i n a l l y , the Board's general p o l i c y statement governing 

mergers a l s o emphasizes the im.pc tance of .-ompetition t o the 

p u b l i c i n t e r e s t : 

... [T] he [Board] does ri.^t f a v o r c o n s o l i d a ­
t i o n s t h a t s u b s t c t n t i c ' l l y reduce the 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 shippers unless 
there are s u b s t a n t i a l and demonstrable if'^ne-
f i t s t ^ 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 o f the c o m p e t i t i v e impacts 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 i c a l i n l i g h t 
of the C o n g r e s s i o n a l l y m.andated commitment t o 
give r a i l r o a d s g r e a t e r freedom t c p r i c e w i t h ­
out unreasonable r e g u l a t o r y i n t - e r i e r e n c e . 

49 C.F.R. § 1180.1(a) (emphasis added). 

The Board has 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 imposino 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 -- Contrcjl -- 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. /. I.C.C, 736 F.2d 708 (D.C. C i r . 1984), c e r t . 

denied, 469 U.S. 1208 (1985) ("UP/MP/WP"̂ ; Santa Fe Southern 

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) ("SF/SP") . Such c o n d i t i o n s may i n c l ­

ude d i v e s t i t u r e of p a ^ . ^ l l e l t r a c k s , or a requirement t h a t one 
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c a r r i e r g r a n t t o a r i v a l trackage 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 anticom-

p e c i t i v e e f f e c t s of a proposed r a i l merger were des c r i b e d as 

f o l l o w s i n the BN/Santa Fe d e c i s i o n : 

[W]e w i l l not impose c o n d i t i o n s unless we 
f i n d 'hat the c o n s o l i 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 o f c o m 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 elim.inate the harmful e f f e c t s , 
w i l l be op e r a t j - 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 n a t i o n of the p o s s i b l e harm) ou t w e i g h i n g 
any r e d u c t i o n t o the p u b l i c b e n e f i t s o f pro­
duced by the merger. 

BN/Santa Fe at 55-56. The proponent of a c o n d i t i o n i s a l s o 

r e q u i r e d t o show t h a t the requested c o n d i t i o n addresses t h e 

adverse e f f e c t s of the t r a n s a c t i o n and i s n a r r o w l y t a i l o r e d r o 

remedy those e f f e c t s . UP/SP at 145 ( c i t i n g UP/CNW, s l i p op. a t 

9"7) ; Milwaukee -- Reorganization -- A c g u i s i t i o n by GTC, 2 I.C.C 

2d 427, 455 (1985) . 

The Board, of course, may deny approval of a merger i n 

i t s e n t i r e t y i f i t b e l i e v e s t h a t t h e a n t i c o m p e t i t i v e e l t e c t s o f 

the me^rger are . s i g n i f i c a n t enough, and are not s u s c e p t i b l e t o 

•remediation through the i m p o s i t i o n of c o n d i t i o n s . SF.'SP, 2 

I.C.C.2d 709. 

' For example, the Board might r e q u i r e t h a t the merged 
e n t i t y g.uant trackage r i g h t s t o one or more e t h e r r a i l r o a d s over 
p o r t i o n s o f the new combined -"-ailroad, i n or i e r t o m a i n t a i n 
c o m p e t i 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 t h e 
UP/SP proceeding and i n Finance Docket No. 3 2 549, B u r l i n g t o n 
Northern I n c . -- Control and Merger -- Santa Fe P a c i f i c Corp., 
(De c i s i o n served August 2:-, 1995) ̂  "BN/Santa Fe" ) . 
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In evaluating the impacts of the Conrail c o r c r o l 

transaction on PEPCO, the Board should bear i n m.ind that t h i s 

merger i s very d i f f e r e n t from those that have preceded i t . For 

the f i r s t time, two major Class I r a i l c a r r i e r s are proposing to 

acquire and divide up a t h i r d major Class I c i r r i e r . In r e c c g i i i -

t i o n of the l i k e l y anticompetitive impacts of such a tra n s a c t i o n , 

the two remaining c a r r i e r s propose to establish new intramodal 

r a i l competition where none has existed f o r several decades ( i f 

at a l l ) . ho.''-ing chosen to extend di'.ai service to .shippers and 

••-"^ceivers that have noc heretofore enjvjyed i t , CSX and NS have 

upset the com.petitive balance f o r other shippers that w i l l not be 

able t o enjoy the f r u i t s of the proposed new competition. PEPCO 

i s such a shipper w i t h respect to coal movements to i t s Chalk 

Point and Morgantown plants. 

The Board m.ust not countenance a s i t u a t i o n i n which the 

two s u r v i v i n g mega - r a i Iroad.-i i n the eastern United States are 

attempting to decide who g?ts dual r a i l service and who does not. 

CSX and NS are not the guardians of the public i n t e r e s t ; rather, 

i t i s f o r t h i s Board to determine where the public i n t e r e s t l i e s . 

Given that the proposed di^•ision of Conraii w i l l comiplete the 

r e s t r u c t u r i n g j f the naticn's r a i l system i n the West and i n the 

Er.st that began with the BN/Santa Fe merger, and given the 

disastrous consequences presently unfolding with respect t o the 

most recent merger (Union Pacific/Southern P a c i f i c ) , i t behooves 

the Board to take a very close look at t h i s transaction t o ensure 



t h a t a l l a n t i c o m p e c i t i v e e f f e c t s t h a t can r-eason^.toly be i d e n t i ­

f i e d are ameliora t e d . 

I I I . THE TRANSACTION WILL HINDER PEPCO'S ABILITY 
TO COMPETE IH THE ELECTRIC POWER MARKET 

PEPCO i s a member of th--^ " t i g h t " Pennsylvania-New 

Jersey-Maryland I n t e r c o n n e c t i o n pool ("PJM'' . This pool 

operates as a s i n g l e system, w i t h a common economic d i s p a t c h of 

g e n e r a t i o n on a pool-wide, lowest-cost b a s i s . I f a given p l a n t ' s 

m a r g i n a l g e n e r a t i o n cost decreases (as the r e s u l t o f a reduced 

r a i l r a t e , f o r example), then t h a t p l a n t l i k e l y w i l l be c a l l e d 

upon by the PJM c e n t r a l d i s p a t c h a u t h o r i t y t o meet a g r e a t e r 

share of system load. Such increased u t i l i z a t i o n may, of course, 

l e a d t o a decreased u i i l i z a t i o n of those p l a n t s which enjoyed 

s i m i l a r g e n e r a t i n g costs t o the " b e n e f i t t e d " p l a n t b e f o r e the 

c o n t r o l t r a n s a c t i o n . F e l t o n V.S. at 13. 

The A p p l i c a n t s have emphasized t h a t one o f the c h i e f 

p u b l i c b e n e f i t s of the proposed t r a n s a c t i o n i s the unprecedented 

c r e a t i o n of broad new c o m p e t i t i o n . See, e.g.. V e r i f i e d Statement 

of Mr. Jonr. W. Snow, Chairman, P r e s i d e n t , and Chief Executive 

O f f i c e r of CSX: 

This t r a n s a c t i o n thus increases the l e v e l of 
co m p e t i t i o n between r a i l r o a d s , g i v i n g many 
shippers a t r u e 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 

Other u t i l i t y PJM members i n c l u d e A t l a n t i c C i t y Elec­
t r i c Company-, Baltimore Gas and E l t _ c t r i c Company, Delmarva Power 
Sc L i g h t Company, Jersey C e n t r a l Power & L i g h t Company, M e t r o p o l i ­
t a n Edison Company, Pennsylvania E l e c t r i c Company, PECO Energy 
Company, Pennsylvania Power & L i g h t Company, and P u b l i c Service 
E l e c t r i c and Gas Company. 



t o e x e r t every e f f o r t t o win business away 
from i t s r i v a l . 

Snow V.S. at 6 (App. V o l . 1 [CSX/NS-18] at 308). Mr. S.'.ow went 

on t o s t a t e : 

I f e e l c o n f i d e n t -hat t h i s t r a n s a c t i o n i s the 
beginnin g of a n̂  . era of c o m p e t i t i v e r a i l 
s e r v i c e . 

I d . a t 14 (App. V o l . 1 [CSX/NS 18] at 3 i 6 ) . 

Mr. David R. Goode, Chairm.an of the Board, P r e s i d e n t , 

and Chief Executive O f f i c e r of NS, makes s i m i l a r r e p r e s e n t a t i o n s 

i n h i s V e r i f i e d Statement: 

This t r a n s a c t i o r ^ i s by f a r the most pro-com­
p e t i t i v e 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 c r e a t e t v o new Northeast/Southeast 
r a i l systems t h a t w i l l do t h e i r utmost t o 
best each o t h e r i n the marketplace every day. 
This w i l l b r i n g about a blossoming o f r a i l 
c o m p e t i t i o n , t h e l i k e s of which the Northeast 
has not experienced m decades. 

Goode V.S. at 1 (App. V o l . 1 LCSX/NS-18: at 323); see a l s o i d . at 

10 (App. V o l . 1 [CSX/NS 18] at 332): 

What s e t s t h i s t r a n s a c t i o n apart from a l l 
p r e v i o u s r a i l i o ? d c o n s o l i d a t i o n s i s , of 
course, the e x t r a o r d i n a r y amount of new r a i l ­
road c o m p e t i t i o n t h a t i t w i l l b r i n g t o the 
areas served by the c a r r i e r s i n v o l v e d . 

These pronouncements sound good on paper. PEPCO, 

however, c e r t a i n l y w i l l not enjoy any of t h i s "blossoming" and 

"extra'-^rdinary" new r a i l c o m p e t i t i o n . 

A. The T r a n s a c t i o n W i l l Cause Competitive 
Harm t o PEPCO i f Unconditioned 

Although the C o n r a i l t r a n s a c t i o n w i l l a f f o r d dual CSX 

and NS access t o the c o a l o r i g i n s served by the form.er Monon-
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gahela Railway ("MGA") ( r e p l a c i n g the p r e s e n t e x c l u s i v e C o n r a i l 

access), t h i s dual access w i l l not b e n e f i t e x c l u s i v e l y s e r v e d 

p l a n t s l i k e those owned by PEPCO. 

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 o t h a t a d e s t i n a t i o n monopolist w i l l n o t 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, nee.. :. • ^ " s h o r t - h a u l " 

i t s e l f . See, e.g.. Docket Nos. ^.1242 et. a l . . C e n t r a l Power ^ 

Li g h t Co. v. Souther^ P a c i f i c Transp. Co., at 7 (De c i s i o n s^";rved 

December 31, 1996) , p e t i t i o n s f o r r e view Kjending, Docket Nos. 91-

1081 et a l . , MidAmerican Energy Company v. STB, (8t h C i r . ) . 

Moreover, as ̂ he ICC held i n BN/Santa Fe, a d e s t i n a t i o n c a r r i e r 

w i t h the e x c l u s i v e a b i l i t y t o d e l i v e r c o a l t o an e l e c t r i c u t i l i t y 

can preclude e f f e c t i v e c o m p e t i t i o n from an u n a f f i l i a t e d o r i g i n 

c a r r i e r because the d e s t i n a t i o i i c a r r i e r ca.i n o r m a l l y c a p t u r e a l l 

of the monopoly ("one lump") p r o f i t s f o r i t s e l f . id.-_ ^ t 70-79. 

CSX's own Vice P r e s i d e n t , Coal Sales and Mai^c;ting, Mr. 

Raymond L. Sharp, confirmed these p r i n c i p l e s i n h i s d e p o s i t i o n i n 

the i n s t a n t proceeding. Mr. Sharp's d e p o s i t i o n i n c l u d e d the 

f o l l o w i n g exchange: 

Q. What i s i t about j o i n t - l i n e p r i c i n g t h a t c o u l d put CSX 
s e r v i c e m.ines c u r r e n t l y out o f reach f o r C o n r a i l cus-
tomerJ? 

A. The f a c t t h a t C o n r a i l serves t h e d e s t i n a t i o n and a l s o 
serves c o a l producing o r i g i n s and has the a b i l i t y a.nd 
the p r a c t i c e of 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 s i n g l t ^ - l i n e movements lower than C o n r a i i ' s 
p a r t i c i p a t i o n i n j o i n t - l i n e movements r e s u l t i n g i n a 
lower s i n g l e - l i n e r a t e f o r the m.ost p a r t than i s a p p l i ­
c a b l e on a l o i n t - l i n e move f o r s i m i l a r d i s t a n c e s . 

Q. So i n essence C o n r a i i w i l l p r e f e r i n terms of i t s r a t e 
p o l i c i e s routes where i t can p r o v i d e s i n g l e - l i n e ser-
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vice over providing j o i n t - l i n e service; i s thdc a f a i r 
summary of what you said? 

A. That's a f a i r summary of my impression. . . . 

Q. . . . 

Q. 

A. 

Deposition of Mr. Raymond L. Sharp (August 21, 1997) at 170-72.^ 

See also Deposition of Mr. Jor.n L. Williams, Applicants' t r a f f i c 

d i v e r s i o n expert (August 12, 1997) at 381.'' 

In other words, a c a r r i e r with exclusive access t o a 

u t i l i t y power plant w i l l price i t s services from d i f f e r e n t 

origins/interchanges i n such a manner as to d i c t a t e the u t i l i t y ' s 

use of whichever tran s p o r t a t i o n option w i l l provide the greatest 

pro.^it to the destination c a r r i e r . In ordinary circumstances, 

t h i s "greatest p r o f i t " option w i l l d i c t a t e the use of the d e s t i ­

nation c a r r i e r ' s long-haul. In l i g l i t of these considerations, 

NS-orig.-i nated MGA coal (and NS-originated coal from Rochester & 

Pittsburgh's Mine 84, which i s located i n the MGA region but i s 

not being favored with dual access by CSX and NS) simply w i l l be 

The relevant pages of deposition t r a n s c r i p t s c i t e d 
herein are attached as an Appendix to t h i s f i l i n g . 

0- Would you agree with me that there's a railroad 
preference not to short-haul itself? 

A. Yes. 
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u n a v a i l a b l e t o PEPCO, and the c o m p e t i t i o n supposedly introc!uced 

between these c a r r i e r s a t MGA "-.mes w i l l have no b e n e f i c i a l v a l u e 

whatsoever t o PEPCO. 

I n f a c t , the t r a n s a c t i o n a c t u a l l y w i l l harm PEPCO 

through the enhancement c f the com.petitive p o s i t i o n of c e r t a i n of 

PEPCO'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 u t i l i t i e s who at present are e x c l u s i v e . s e r v e d by 

C o n r a i l access t o d u a l - c a r r i e r s e r v i c e at d e s t i n a t i o n . With 

respect t o MGA o r i g i n s -- which are a key source of c o a l f o r 

purposes of compliance -with Phase 2 of the Clean A i r Act Amend-

m.ents of 1990 ("CAAA") -- these fav. red u t i l i t i e s w i l l now e n j o y 

c o m p e t i t i v e r a i l s e r v i c e from o r i g i n Lo d e s t i n a t i o n . See the 

accompanying V e r i f i e d Statement of Mr. Stan M. Kaplan ("Kaplan 

V.S.") at 16-17; F e l t o n V.S. at 12-13. 

For example, the t r i i n s a c t i o n w i l l s p e c i a l l y b e n e f i t 

PECO's Eddystone S t a t i o n , A* l a n t i c C i t y E l e c t r i c Company's 

Deepwater and England p l a n t s , and Vineland's Down p l a n t . Kaplan 

V S. a t 17. Each of these p l a n t s i s served e x c l u s i v e l y by 

C o n r a i l at the present t i m e . F o l l o w i n g the t r a n .'action, however, 

e.^ch w i l l enjoy both CSX and NS d e s t i n a t i o n s e r v i c e . " 

Since PEPCO and these u t i l i t i e s compete f o r s a l e s of 

incremental power ( e i t h e r amongst f e l l o w PJM m.embers or a g a i n s t 

Furtherm.ore, as witnesses F e l t o n and Kaplan recount, 
the A p p l i c a n t s r e p o r t e d l y have reached agreement;s w i t h Pennsylva­
n i a Power & I'ight and Delmarva Power &. L i g h t r e l a t i n g t o competi­
t i v e access a t d e s t i n a t i o n . F e l t o n V.S. a t 12; Kaplan V.S. at 
17. See a l s o Mr. Sharp's V e r i f i e d State.aent on b e h a l f of CSX a t 
16 iApp. V o l . 2A [CSXNS 19] at 363). 
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e x t e r n a l sources of power), and sinc e these u t i l i t i e s d o u b t l e s s 

w i l l be able t o take advantage of t h e i r new i n t r a m o d a l competi­

t i o n t o o b t a i n lower r a i l r a t e s than PEPCO (which w i l l rem.ain 

c a p t i v e t o a s i n g l e c:arrier at a l l of i t s c o a l - f i r e d p l a n t s ) , 

they should be able t c generate e l e c t r i c i t y more cheaply t h a n 

b e f o r e -- thus p u t t i n g them i n an improved c o m p e t i t i v e p o s i t i o n 

compared v; i t h PEPCJ.̂ ' 

The A p p l i c a n t s have recognized t h a t the C o n r a i l t r a n s ­

a c t i o n w i l l l ead t o t n i s k i n d of harmful impact. N3's Chairm.an, 

Mr. Gcode, e x p l i c i t l y confirmed t h i s i n h i s v e r i f i e d statement: 

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 companies 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 *-ransaction 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 com.petiticn, 
e f f i c i e n c y and o t h e r b e n e f i t s of t h i s t r a n s ­
a c t i o n . 

G-'.ven the baseload s t a t u s o f PEPCO's Dickerson, Chalk 
P o i n t and Morgantown S t a t i o n s , the new in t r a m o d a l c o m p e t i t i o n 
a v a i l a b l e t o some of PEPCO's co m p e t i t o r s w i l l a f f e c t p r i m a r i l y 
i n c r e m e n t a l power sales. 

F e l t o n V.S. a t 13 n.7. 

PEr'CO's d i m i n i s h e i a b i l i t y t o compete e f f e c t i v e l y f o r 
i n c r e m e n t a l sales i n the b u l k power market r e l a t i v e t o the 
s p e c i a l l y b e n e f i t t e d u t i l i t i e s , which would r e s u l t from an 
un c o n d i t i o n e d C o n r a i l c o n t r o l t r a n s a c t i o n , w i l l not pre v e n t the 
r a i l r o a d s from charging h i g h e r r a t e s t o PEPCO. To the c o n t r a r y , 
a r a i l r o a d such as CSX w i l l o n l y i imiit the l e v e l of i t s r a t e s t o 
PEPCO's baseload p l a n t s i f f..irther r a t e increases would l e a d t o 
reduced r a i l revenues, not merely t o reduced c o a l t r a n s p o r t a t i o n 
volumes. I n o t h e r words, the a p p r o p r i a t e a n a l y s i s t o gauge 
r a i l r o a d p r i c i n g i n c e n t i v e s i s whether the s h i p p e r ' s demand f o r 
the s e r v i c e i s e l a s t i c or i n e l a s t i c . Baseload c o a l - f i r e d p l a n t s . 

I d . ; Kaplan V.S. at 6. 
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See Goode V.S. at 12 (App. Vol. 1 [CSX/NS-IB] at 334). 

PEPCO r e s p e c t f u l l y submits that while Mr. Goode has 

c o r r e c t l y i d e n t i f i e d the harm that w i l l be caused by the transac­

t i o n , he i s mistaken as t o the u n a v a i l a b i l i t y of a rem.edy. I t i s 

e n t i r e l y possible to s t r u c t u r e the transaction i n such a way that 

protects PEPCO's current competitive p o s i t i o n . S^.iecifically, 

approval of the t r a n s a c t i o n could (and should) be conditioned to 

require a grant of trackage r i g h t s to NS over the Pope's Creek 

Secondary l i n e , thus extending dual r a i l service to PEPCO's Chalk 

Point and Morgantown plants and preserving t h e i r prese.it competi­

t i v e p o s i t i o n v i s - a - v i s other plants that w i l l receive new dual 

service. 

While PEPCO's Chalk Point and Morgantown Station.- do 

not c u r r e n t l y enjoy access to two r a i l c a r r i e r s at d e s t i n a t i o n , 

t h i s does not mean that PEPCO i s seeking an improved p o s i t i o n 

r e l a t i v e to i t s pre-transaction s i t u a t i o n . Again, a grant of the 

requested trackage r i g h t s merely would allow PEPCO t o maintain 

i t s current ranking i n the PJM hierarchy r e l a t i v e to th^^ "spe­

c i a l l y b e n e f i t t e d " plants that the Applicants have singled-out 

f o r riew dual access i n t h e i r proposal. As such, the subject 

c o n d i t i o n would not improve PEPCO's pre-transaction competitive 

p o s i t i o n , but to the contrary, would merely maintain t h a t posi­

t i o n . This i s p a r t i c u l a r l y important f o r PEPCO because one of 

i t s primary (and new) coal sources f o r CAAA Phase 2 compliance i s 
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the MGA r e g i o n which w i l l a l s o be r e c e i v i n g new dual .service from 

CSX and NS. See F e l t o n V.S. at 9-10, i 2 ; Kaplan V.S. a t 11-

13 . 

I n t h i s r e g a r d , the A p p l i c a n t s themselves have i n s i s t e d 

t h a t the C o n r a i l t r a n s a c t i o n i s u n l i k e p r i o r r a i l c o n s o l i d a t i o n s . 

S p e c i f i c a l l y , as i n d i c a t e d supra, Mr. Goode has com.mented t h a t 

"[•.v]hat most sets t h i s t r a n s a c t i o n a p a r t from, a l l p r e v i o u s 

r a i l r o a d c o n s o l i d a t i o n s i s , of course, the e x t r a o r d i n a r y amount 

of new r a i l r o a d c o m p e t i t i o n t h a t i t w i l l b r i n ^ t o the areas 

served by the c a r r i e r s i n v o l v e d . " Goode V.S. a t 10 (App. V o l . 1 

[CSX/NS-18] at 332). Given the A p p l i c a n t s ' view t h a t the p r i n c i ­

p a l b e n e f i t of the t r a n s a c t i o n i s i t s i n t r o d u c t i o n of new compe­

t i t i o n t o an e n t i r e r e g i o n of the c o u n t r y , i t i s t h e r e f o r e v e r y 

a p p r o p r i a t e t o consider the adverse c o m p e t i t i v e im.pacts of the 

t r a n s a c t i o n on a r e g i o n a l basis as w e l l . - ' I n o t h e r words, i f 

the present s i n g l e - l i n e s t a t u s i s maintained a t a l l o f PEPCO's 

co a l - b u r n i n g p l a n t s a f t e r the C o n r a i l t r a n s a c t i o n i s consummated. 

P r i o r t o the announcement of the CSX/NS agreement t o 
acquire and d i v i d e C o n r a i l , 

The o n l y way t o 
preserve the c o m p e t i t i v e balance between PEPCO and the o t h e r PJM 
u t i l i t i e s t h a t w i l l r e c e i v e new dual r a i l access a t d e s t i n a t i o n 
i s t o provid e Chalk Point and Morgantown w i t h s i m i l a r access. 

Indeed, c o n s i d e r a t i o n of the p o s s i b l e adverse e f f e c t s 
of the t r a n s a c t i o n 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 " i s mandated by the ICC T e r m i n a t i o n Act. See 49 
U.S.C. § 11324(b) ^5) . 
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PEPCO w i l l undeniably s u f f e r i n i t s a b i l i t y to compete w i t h other 

u t i l i t i e s i n the PJM pool. 

B. The Trackage Rights Condition Sought by PEPCO 
S a t i s f i e s the Other Relevant C r i t e r i a as Well 

The trackage r i g h t s condition that PEPCO seeks also 

s a t i s f i e s the other c r i t e r i a employed by the Board i n analyzing 

such requests. S p e c i f i c a l l y , the trackage r i g h t s i n question are 

o p e r a t i o n a l l y feasible, would ameliorate the harmful e f f e c t s of 

the transaction, and w i l l produce public benefits (through reduc­

t i o n or e l i m i n a t i o n of the possible harm) outweighing any reduc­

t i o n t o the public benefits otherwise produced by the merger. 

I t it. beyond c a v i l that the NS trackage r i g h t s sought 

by PEPCO are o p e r a t i o n a l l y feasible. The Pope's Creek Secondary 

l i n e (which serves both Chalk Point and Morgantown) i s used 

almost e x c l u s i v e l y to d e l i v e r coal to these plants. I t connects 

with Amtrak's Northeast Corridor ("NEC"), over which both CSX and 

NS w i l l have p o s t - a c q u i s i t i o n f r e i g h t operating r i g h t s , at Bowie, 

Maryland. Both CSX and NS can transport coal t r a i n s from e i t h e r 

d i r e c t i o n v i a the NEC to Bowie, as described by Ms. F e l t o n . " 

The proposed trackage r i g h t s w i l l not r e s u l t i n any 

increase i n r a i l t r a f f i c on the Pope's Creek Secondary; nor w i l l 

they r e s u l t i n any operational interference between CSX and NS 

t r a i n s . The •. olume of coal used at the plants w i l l remain 

r e l a t i v e l y constant; i f PEPCO decides to s p l i t the business 

See Felton V.S. at 18-19 and the schematic of the r a i l 
l i n e s used to d e l i v e r coal to Chalk Point and Morgantown attached 
to Ms. Felton's testimony as Exhibit SDF-1. 
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between the two c a r r i e r s , t h i s merely means t h a t some t r a i n s w i l l 

be operated by CSX and o t h e r s by NS r a t h e r than having a l l t h e 

t r a i n s operated by one c a r r i e r . 

For the reasons d e s c r i b e d i n the pre c e d i n g s e c t i o n , 

t h e r e can be no q u e s t i o n t h a t the proposed trackage r i g h t s 

c o n d i t i o n i s t a i l o r e d t o a m e l i o r a t e the c o m p e t i t i v e harm: t o PEPCO 

t h a t would ot h e r w i s e r e s u l t from the C o n r a i l c o n t r o l t r a n s a c t i o n . 

I t i s na r r o w l y t a i l o r e d t o remedy the c o m p e t i t i v e harm -- and, 

indeed, i s ve r y s i m i l a r t o the e x t e n s i o n of d u a l - c a r r i e r access 

t o o t h e r C o n r a i l s o l e l y - s e r v e d power p l a n t s thac the A p p l i c a n t s 

themselves have espoused. 

F i n a l l y , the proposed trackage r i g h t s c o n d i t i o n i s 

p e r f e c t l y c o n s i s t e n t w i t h the p u b l i c - i n t e r e s t b e n e f i t s the 

t r a n s a c t i o n w i l l c r e a t e -- i n p a r t i c u l a r , the c r e a t i o n of compet­

i t i v e balance i n the East and the e x t e n s i o n of intran.c-.^al compe­

t i t i o n t o new areas, which the A p p l i c a n t s ' own Chief Executives 

c i t e as an important p u b l i c b e n e f i t of the t r a n s a c t i o n . 

I n t h i s regard, PEPCO wishes the Board t o understand 

t h a t i t does not oppose t h e increased c o m p e t i t i o n t h a t the 

Ap p l i c a n t s have chosen t o a f f o r d t o o t h e r u t i l i t i e s , t o the MGA 

m.ines, and t o c e r t a i n r e g i o n s such as the New York, P h i l a d e l p h i a 

and D e t r o i t m.etropolitan areas. To the c o n t r a r y , PEPCO f u l l y 

supports 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 eas t e r n r a i l 

market. However, PEPCO does net b e l i e v e t h a t the A p p l i c a n t s 

should be p e r m i t t e d t o d i s r u p t the c o m p e t i t i v e balance t h a t 

c u r r e n t l y e x i s t s by d e p r i v i n g PEPCO of a sim.iiar b e n e f i t . 
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Consequently, i t i s very much the case that PEPCO's 

best i n t e r e s t s are not d i r e c t l y c o rrelated to i t s r a i l c a r r i e r s ' 

f i n a n c i a l best i n t e r e s t s . Their decision to carve up Conraii's 

assets i n a manner that best s u i t s t h e i r own objectives i s not an 

app.-opriate s u b s t i t u t e f o r an independent agency's consideration 

c^ how the public i n t e r e s t i s best served. 

C. Dual Access Should be Extended 
to Mine 84 i n the MGA keaion 

I f the Board grants PEPCO's proposed trackage r i g h t s 

condition, PEPCO w i l l have the benefit of the intended competi­

t i o n between CSX and NS f o r the o r i g i n a t i o n of coal at MGA mines. 

As d e t a i l e d by Ms. Felton, the MGA region's Pittsburgh No. 8 Seam 

mines produce a mid-sulfur coal that i s a good CAAA Phase 2 

compliance produc*- when bundled w i t h s u l f u r dioxide emission 

allowances. Felton V.S. at 10. 

One of the mines i n the MGA region 

IS Rochester & Pittsburgh Mining Company's Mine 84. I d . 

at 23. This mine i s located j u s t to the north of the MGA mines 

that w i l l receive dual access from CSX and NS; however, NS and 

CSX have decreed that i t w i l l not have the same dual access as 

the other MGA mines but rather w i l l be served e x c l u s i v e l y by NS. 

There i s no l o g i c a l reason why Mine 84 should be excluded from 

dual access; i t i s located i n close geographic pr>:)ximity to the 

other MG.̂  mines and .has verv s i m i l a r coal. PEPCO therefore 
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supports the ex t e n s i o n of CSX s e r v i c e t o t h i s mine as w e l l as the 

ot h e r MGA m.ines.'' 

IV. THE TRANSACTION IS NOT IN THE PUBLIC 
INTEREST BECAUSE THE ACQUISITION PREMIUM 
EXPOSES PEPCO AND OTHER EXCLUSIVELY SERVED 
SHIPPERS TO HIGHER FUTURE RAIL RATES 

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 . A l t h o u g h the 

A p p l i c a t i o n suggests a seemingly " p a i n - f r e e " r e c o v e r y of t h i s 

premium, PEPCO suspects t h a t CSX w i l l attempt t o recoup i t s 

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 . As noted by Mr. Kaplan i n h i s accompanying V e r i f i e d 

Statement: 

CSX and NS c l a i m they can pay f o r and p r o f i t 
from the a c q u i s i t i o n t h r o u g h o p e r a t i n g e f f i ­
c i e n c i e s t h a t w i l l reduce costs and a l l o w t he 
c a r r i e r s t o compete f o r new t r a f f i c , such as 
shipments now moving by t r u c k . The e x t e n t t o 
which they w i l l achieve these savings gains 
and win new business i s unknown and uncer­
t a i n . 

Kaplan V.S. a t 8-9. PEPCO i s p a r t i c u l a r l y concerned about t h i s 

p o s s i b i l i t y because of the s i n g l e - c a r r i e r s t a t u s of i t s f o u r 

c o a l - f i r e d f a c i l i t i e s , and because of CSX's behavior which l e d t o 

PEPCO's i n s t i t u t i o n of the pending coal r a t e case a g a i n s t CSX 

(Docket No. 41989, PEFCC v. CSXT) . See F e l t o n V.S. a t 13-14, 25. 

As e x p l a i n e d by Ms. F e l t o n , dual access t o Mine 84 
would be of l i t t l e u t i l i t y t o PEPCO i f i t s proposed trackage 
r i g h t s c o n d i t i o n i s denied, because c f the r e s u l t i n g CSX d e s t i ­
n a t i o n monopoly at Chalk Point and Morgantown. 
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As acknowledged by the Applicants' witness Sansom, the 

premium could dramatically hinder PEPCO's a b i l i t y to obtain 

reasonable rates: 

Q. What's your understanding of the regulatory con­
s t r a i n t s on p r i c i n g m.ovements to market dominant 
shippers? 

A. Well, I understand there's a procedure whereby a 
shipper that i s subject to exclusive d e l i v e r i e s 
can attempt to establish that the r a i l r o a d serving 
i t has market dominance. And, i f they do estab­
l i s h t h a t , then i t ' s subject to c e r t a i n l i m i t s 
which are b a s i c a l l y a m u l t i p l e of v a r i a b l e costs. 

Q. Okay. And do you have an understanding of whether 
an a c q u i s i t i o n premium would be included i n the 
net investment base used to calculate those v a r i ­
able costs? 

A. No, :: haven't looked at t h a t . 

Q. Hypothetically, i f you assume that the a c q u i s i t i o n 
costs are included i n the net i: vestment base used 
to calculate variable costs, would you agree w i t h 
me that the premium, could r e s u l t i n higher rates 
to market dominant shippers? 

A. I f the market premium or the premium i s included 
i n -.he variable cost, then I t h i n k i n your set of 
hypotheticals, that market dominance c a r r i e r pre­
mium included m the variable cost, subject to the 
regulatory constraint, the answer would be yes. 

Q. And that would bt because i t would a f f e c t the 
j u r i s d i c t i o n a l threshold? 

A. Yes. 

Q- . . . So i t would a f f e c t the j u r i s d i c t i o n a l thres­
hold which would mean that market dominant ship­
pers could p o t e n t i a l l y face a higher hurdle i n 
order to have t h e i r rates reviewed, correct? 

A. Under your set of assum.pt ions . 

Q- . . . Would i t also a f f e c t the board's c a l c u l a t i o n 
of the maximum reasonable rate under the STB stan­
dards? 
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A. Under your set of assumptions, m.y understanding i s 
i t WO'-Id.''' 

The A p p l i c a t i o n f a i l s t o sat s f a c t o r i l y address the 

concern t h a t a la r g e share of the burden of r e c o v e r i n g the 

Eastern c a r r i e r s ' m u l t i - b i l l i o n d o l l a r premium 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 

other demand-inelastic t r a f f i c . Even i f t he c a r r i e r s ' a c t u a l 

earnings 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 

short 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 i n c r e a s e s , 

upward pressure on c o a l and other b u l k commodity r a t e s i s t h r e a t ­

ened by (1) a dampening o f 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 concentrat-2s 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 

r e p o r t e d u n i t costs 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 t h e 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 . 

The a c q u i s i t i o n prem.ium has a n e g a t i v e impact upon the 

p u b l i c i n t e r e s t because e x c l u s i v e l y served s h i p p e r s , such as 

PEPCO, w i l l be f o r c e d t o shoulder a d i s p r o p o r t i o n a t e burden of 

the premium recovery v i a h i g h e r r a i l r a t e s . Consequently, PEPCO 

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 

Co n r a i l assets i s approved by the Board, the Board impose the 

f o l l o w i n g a d d i t i o n a l c o n d i t i o n upon A p p l i c a n t s , pursuant t o 49 

U.S.C. § 11324 (C) : 

Dep o s i t i o n o f Dr. Robert L. Sansom (August 27, 1997) a t 
133-35. 
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Each of the Applicants s h a l l q u a n t i f y the 
amount of the pre.-ium over Conraii's pre-
a c q u i s i t i o n book value that i t i s paying, 
and s h a l l exclude that amount from i t s 
net investment base for regulatory cost­
ing purposes. 

The exclusion of the premium from Applicants' net 

investment bases f o r regulatory costing purposes w i l l e l i minate 

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 t i v e -

l y served shippers from future 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 b e n e f i t 

e x c l u s i v e l y served coal shippers who are able to demonstratf:, i n 

a regulatory context, that the rates charged by a given r a i l r o a d 

are unreasonable. In t h i s regard, the shipper would have t o 

prove th a t the 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 p u b l i c 

benefits which outweigh any reduction i n the pub l i c b e n e f i t s 

otherwise nrouuced by the consolidation. A shipper such as PEPCO 

w i l l only benefit from the requested condition i f i t i s able t o 

e s t a b l i s h that the c a r r i e r has market dominance over the t r a f f i c 

i n issue. In other words, i f the shipper does not prove market 

dominance, the requested premium conditiori i s i r r e l e v a n t . 

Exclusio.n of the premium from Applicants' inve.-.tment bases thus 

has absolutely no e f f e c t on the public b e n e f i t s that Applicancs 

believe w i l l be achieved by the proposed tr a n s a c t i o n . 
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V. CONCLUSION 

The contemplated Conrail c o n t r o l transaction w i l l 

hinder PEPCO's competitive standing i n the bulk power market. In 

p a r t i c u l a r , the transaction improperly disrupts the e x i s t i n g 

competitive balance among the u t i l i t y members of PJM. Moreover, 

the transaction threatens to burden shippers such as PEPCO w i t h 

the tremendous burden of the a c q u i s i t i o n premium, chat CSX and NS 

have paid t o acquire Conrail. As such, the transaction i s 

inconsistent w i t h the public i n t e r e s t and should be denied. 

The conditions requested by PEPCO w i l l am.eliorate or 

eliminate these harmful e f f e c t s of the transaction, are opera­

t i o n a l l y f e a s i b l e , and w i l l produce public benefits outweighing 

any reduction of the public benefits produced by tne transac t i o n . 

As such, these requested conditions comport w i t h the Board's 

governing standard. BN/Santa Fe at 55-56. 

Accordingly, PEPCO requests t h a t , ...f the Board decides 

to approve the Conrail c o n t r o l transaction, such approval be m.ade 

subject to a grant of the trackage r i g h t s and premium-exclusion 

conditions described herein. 
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1 c u s t o m e r s ? 

2 A. Because t h e y c o u l d s u b s t a n t i a ̂  _ y• n o t 

3 a c c e s s t n o s e C o n r a i l s e r v e d M i d w e s t and N'ortheas' 

4 d e s t i n a t i o n s b e c a u s e c f ] o i n t - l i n e p r i c i n g 

5 p u t t i n g t h o s e r u s t c m e r s o u t o f t h e i r r e a c n . 

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 a c c e s s t o i t s c u s t o m e r base i f 

8 I t s c o m p e t i t o r s have s m g l e - l i n e a c c e s s t o t h e 

9 c u s t o m e r ; i s t h a t a f a i r c o n c l u s i o n f r o m y o u r 

10 s t a t e m e n t ? 

11 A. I d o n ' t know i f t h a t ' s a t a i r 

12 c o n c l u s i o n f r o m my s t a t e m e n t . I d i d n ' t s a y 

13 t h a t . I s a i d what I s a i d m my s t a t e m e n t . 

14 Q. What IS I t a b o u t 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 p u t CSX se r•.'ed mines c u r r e n t l y c u t o f 

16 r e a c h c f I o n r a i l c u s t o m e r s ? 

17 A. The f a c t t n a t T r n r a i l s e r v e s t h e 

18 a e s t m 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 -.ovem.ents ~.ore -- p r i c i n g 

21 s i n g l e - l i n e -c." em. ent.- l o w e r t h a n C o n r a i i ' s 

2 2 p a r t 1 c 1 p a t 1 c n i n - o i .n t - 1 i n e m o'.' e m. e .n t s r e s u l t i n g 

2 3 1 n a l o w e r 3 i r: g 1 - I _ n e r a t. e f c r t .n e ~ o s t p a r t 

2 4 t h a n s 3 p p 1 i r a c 1 e c n a ; c i .n t - 1 _ .n e - o v e f c r 

25 Sim. l i a r l i s t . m c e s . 
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Q. So m e s s e n c e C o n r a i l - / / i l l p r e f e r 1 n 

t e r m s o f i t s r a t e p o l i c i e s r o u t e s -/-'nere _ t . c a n 

H p i c v i d e s i n g l e - l i n e s e r v i c e e v e r p r o v i d i . n 5 

4 ' O L i t - l i n e s e r v i c e ; i s t h a t a * " a i r summar 

H what y o u j a i d ? 

A . T h a t ' s a f a i r s u m m a r y o f my 

7 i m p r e s s i o n . As c a r as -Afhat t h e y a c t u a l l y do , 

1 y o u ' l l h a v e t o ask C o n r a i l . 

9 Q. Do y o u h a v e any e x p e r i e n c e w i t h 

1 10 C o n r a 1 1 ? • A . L o t s . 

12 

1 
14 

• 15 

1 9 

1 20 

M 
22 

24 
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3 

11 

12 

: 0 8 

BEFCRE THE 

SURFACE TRANSPORTATION BOARD 

Finance Docket No. 13388 

4 CSX CORPORATION AND CSX TRANSPORTATION, INC. 

5 NORFOLK SOUTHERN CORPORATION AND 

6 NORFOLK SOUTHERN RAILWAY COMPANY 

7 -- CONTROL AND IPERATING LEASES/AGREEMENTS --

8 CONRAIL INC. ANC lONSCLIDATED RAIL CORPORATION 

9 RAILROAD CONTROL APPLICATION 

10 HIGHLY CONFIDENTIAL 

Wd!shington, D.C. 

Tuesday, August 12, 199" 

13 Conti.iued d e p o s i t i o n of JOHN . 

14 WILLIAMS, a w i t n e s s h e r e i n , c a l l e d f o r 

15 e x a m i n a t i o n by counsel f o r t n e P a r t i e s m the 

16 a b c v e - e n t i t l e d m a t t e r , p u r s u a n t t o agreement. - »-! he 

17 w i t n e s s b e i n g p r e v i o u s l y d u l y s w o r n , t a k e n a t t h e 

18 o f f i c e s c f Z u c k e r t , S c o u t t i R a s e n b e r g e r , L . L . P . , 

19 S u i t e " 0 0 , 3S8 S e v e n t e e n t h S t r e e t , N . W . , 

20 W a s n m g t c n , D . C , 2 00 0 6 - 3 9 3 9, a t 1 0 : 1 5 a . m . , 

21 T u e s d a y , A u g u s t 12, 1 9 9 " , a n d t h e p r o c e e d i n g s 

22 b e i n g t a k e n down cy S t e n c t y p e c y JAN A. W I L L I A M S , 

2 3 RPR, rind t r a n s c r i c e d u n d e r h e r d i r e c t i o n . 

24 

25 
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1 A. Yes. 

2 Q. Len g t h of h a u l , c o u l d t h a t a f f e c t i t as 

3 we^l? 

4 A. W e l l , I t h i n k t h e c o n t r a c t and the 

5 terms c f t h e c o n t r a c t would be t h e g o v e r n i n g 

6 f a c t o r s . 

7 Q. Okay. I ] 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 c put 

9 t h a t a n a l y s i s m c o n t e x t , I want t o see i f ve 

10 could come t o some agreement cn some o t h e r 

11 p r e f e r e n c e s t h a t e x i s t i n t h e i n d u s t r y . Wouid 

12 you agree w i t h me t h a t t h e r e ' s a s h i p p e r 

13 p r e f e r e n c e t o get 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. Woud you agree v. 11 h m.e t h a t 

17 t h e r e ' s a r a i l r o a d p r e f e r e n c e not t o s h c r t naul 

18 I t s e l f ? 

19 A. Yes . 

, 0 Q. Wou 1 d you agree -A-11 h m.e t h a t , 1 p p e r s 

21 p r e f e r t o a v c i d r c u t e s t h a " -- and perhaps t n i s 

23 r a i l r o a d s , p r e f e r t o a\-cid r o u t e s t h a t s u f f e r 

24 rrcT. t r a f f i c c o n g e s t i o n ? 

2 5 A. Yes. 
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1 BEFCRE I"HE 

2 SURFACE TRA::S P'lRTAT : :-N' HOARD 

3 Finance Docket N'o. 33333 

4 CSX CORPORATION AND :3X TRANSFCRT^TICN, INC. 

5 NORFOLK SOUTHERN CORPORATICN AND 

6 N0RF2LK SOUTHCR:: .-AILWAY COMPANY 

7 -- CONTROL AND TPERAIIL'S LEASES AGREEMENTS --

8 CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

9 RAILROAD CONTRCL APPLICATION 

10 HIGHLY CONFIDENTIAL 

11 Washington, D.C. 

12 Wednesday, August 27, 1997 

13 D - ? p c s i t i o n of ROBERT L. SANSOM, a 

14 wicness h e r e i n , c a l l e d f o r e x a m i n a t i o n by cou.nsei 

15 f o r "riie ? a i t i e s cn t h e abc.'e-en t i t l e d m a t t e r , 

16 pursuant to agreement, the -.v-itness being duly 

17 swcrn b,- JAN .-. . WILLIAMS, a N o t a r y P u b l i c .n and 

18 f c r t h e D i s t r i c t c f Colum.bia, t a k e n at the 

19 o f f i c e s cf A r n o l d i F c r t e r , 555 T w e l f t h S t r e e t , 

2 0 N . v.- . , A sn 1 ng t cn , C . C . , 2 C 0 0 4 - 1 2 C 2 , at 

21 i : . : 5 a.m.., Wednesday, .-.ugust 2", 199" and tne 

22 p r o c e e d i n g s b e i n g t a k e n down by S t e n c t y p e by 

23 JAi; . WILLIAMS, RPR, and t - a n s s r i b e a under .-.er 

24 d i r e c t i o n . 

25 
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1 A. I haven't examined t h e q u e s t i o n c^ 

2 miar.-:et icm.i nance -.•.'ith l e g a r c o t.ne e x c l u s i v e 

3 d e l i ' . ' e r i 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 cf we can get a t i t 

7 t h i s way, you me n t i o n e d the su b - e c t t o r e g u l a t o r y 

8 c o n s t r a i n t s , -.."ou used t h a t p h r a s e . What's your 

9 u n d e r s t a n d i n g cf t h e r e g u l a t o r y c o n s t r a i n t s cn 

10 p r i c i n g movements t o market dominant s h i p p e r s ? 

11 A. W e l l , 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 t i s s u b j e c t t o e x c l u s i v e 

13 d e l i v e r i e s can attemp- t o e s t a b l i s h t h a t t h e 

14 r a i l r o a d s e r v i n g i t has market dominance. And, 

15 I f tney do - r S t a b l i s h t h a t , t h e n 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 n i c h are b a s i c a l l y a m . u i t i p l e of 

17 v a r i a n l e c o s t s . 

18 Q. Okay. And do you have an u n d e r s t a n d i n g 

19 of -A he t he r an a c q u i s i t i o n p rem.i um. woui o be 

20 i n c l u d e d m the r.et i n v e s t m e n t base used t o 

21 c a l c u l a t e these •.-ariacle costs:' 

22 A. No, : haven't l o o k e d at t h a t . 

2 3 Q. Hyp o t h.e t 1 c a 11 y , i f you assume t h a t the 

24 a c q u i s i t i o n c o s t s .\re i n c l u d e d i n t h e net 

•~ mvestm.ent base usea t o c a l c u l a t e -.'ari-oie c o s t s . 

\LDERSON REPORTINC; CÔ '̂\N̂ . INC. 
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1 w o u l d y o u a g r e e vv-itn m.e ".hat t.ne prem. . w - - - -

2 r e s u l t m h i g n e r r a t e s t o m a r k e t d o m i n a n t • 

3 s h i p p e r s ? 

4 A. I f the market premium o r the premium i s 

5 i n c l u d e d m the v a r i a b l e c o s t , t h e n I t h m K m 

6 your s e t of h y p o t h e t i c a l s , t h a t market dominant 

7 c a r r i e r premium i n c l u d e d m t h e -.-ariab-e c o s t , 

8 sub-ect t o the r e g u l a t o r y c o n s t r a i n t , the answer 

9 would be yes. 

10 Q. And t h a t would be because i t would 

11 a f f e c t t h e j u r i s d i c t i o n a l t h r e s h o l d ? 

12 A. Yes. 

13 Q. That's one reason? 

14 A. I f your h y p o t h e t i c a l i s r i g h t . I'm not 

15 p r e p a r e d t o admit t h a t the premium would be 

16 i n c l u d e d . 

1" Q. I'm a s k i n g yzu t o assum.e i t . 

18 A. Okay 

19 Q. So ct -vould a f f e c t che : u - - s a i c 11 ona 1 

2 0 t h r e s h o l d which -.vould mean t h a t market dominant 

21 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 .".ig.ner .luro.^e 

22 m o r d e r t o .-.ave t h e i r r a t e s r e v i e w e d , c o r r e c t ? 

2 3 A. Under /cur .-et cf a s sum.p t i ons . 

24 Q. And t r e n would i t a l s o under the same 

25 assumptions : i f f e c t the stand-a.one r a t e t n a t 

ALDERSON REPORTING CO\lP\NN. INC. 
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1 wou^d be p r e s c r i b e d -- s t r i k e t n a t . 

2 Wou:.d I t a l s o a f f e c t t h e c o a r d s -

3 c a l c u l a t i o n of the maxim.um r e a s o n a b l e r a t e under 

4 the STB s t a n d a r d s ? 

5 A. Under your s e t cf a s sum.p 11 ons , m.y 

6 u n d e r s t a n d i n g i s i t would. 

7 Q. Le t ' s s w i t c h back t o C e n t e r i o r . 

8 E a . l i e r I put on the r e c o r d a comment about your 

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 t h e p a s t . Cou^a 9 

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 

11 

:ee! 

A. I s e r v e d 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 m a d i s p u t e 

13 between C e n t e r i o r and Chio 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 con r a c t . - a l d i s p u t e over t h e 

16 terms c f t h e c o a l s u p p l y agreement between Ohio 

1 - V a l l e y and C e n t e r i c r 

18 Q. What time frame -.•.•as t h a t ^ 

19 A. Three years ago rough:y. 

20 Q. Okay Was Mr. Schwarco a l s o i n v o l v e d 

21 m m a t t e r s r e l a t i n g t o Ohio '.'alley? 

22 A. V^?. 

2 3 Q . Has he r e p r e s e n t e d them, c r ic a s -your 

"4 ' ^ i r m r e u r e ' c e n t e d r e n t e r i o r cn e t h e r m. a t t e r s . ' 

2 5 A . I t h 1 .n :•; e ' ••• e done 
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Honorable Vernon A. Williams 
Seeretar>' 
Surlace Tran.sportation Board 
1925 K Street, N.W.. Room 700 
Wa.shii,gton D.C. 20423-0001 

JOHN G. MfcL.^OSc 

R E Finance Docket No. 33388, CSX Corporation and CSX [ ransportation. Inc., 
Norfolk Southern Corporation and Norfolk Southern Railway C ompany --
( ontrol and 0|)eratini. I »'..se.s/A};reenient.s - (onrail Inc. and Consolidated 
Kail ( (u poration ~ I ransfer of Railroad Line by Norfolk Southern Railway 
Company to ( SX t ransportation, Ine. 

Dear Secretary Williams: 

Enclo.sed please find im original and twenty f ve (25) copies of the State of Maine 
!)cp-irlment olTransportation's "Comments, Protest.. and Requests for Conditions." The tiling 
contains a Certilieate ol Service indicating that Administrative Law Judge Jacob Leventha! and 
all Parties of Record on the serv ice list have been serv ed w ith a copy of the filing. 

Very truK vours. 

RDL/cni 
Encs. 

R..berl I). Elder ^ 
Director 
Office of Freight Transportation 
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BEFORE THE 
SURFACE TRANSPORTAnON 

Finance Docket No. 33 3 88 

CSX CORPORATION AND CSX TTiANSPORTATION, INC., NORFORK SOUTHERN 
CORPORATION AND NORFOLK SOUTHERN RAILWAY COMPANY 

-- CONTROL AND OPERATING LEASES/AGREEMENTS --
CONRAIL INC. M T J CONSOLIDATED RAIL CORPORA.TION 

COMMENTS, PROTESTS AND REQUEST FOR CONDITIONS BY 
STATE OF MAINE 

DEPART>!ENT OF TRANSPORTATION 

The State of Maine Department of T r a n s p o r t a t i o n i s concerned 

about the p o s i t i o n of New England i n g e n e r a l , and Maine i n 

p a r t i c u l a r , i n regard t o the proposed a c q u i s i t i o n of 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 ("CONRAIL") by N o r f o l k Southern 

C o r p o r a t i o n and N o r f o l k Southern Railway Company {"NS") and CSX 

Cor p o r a t i o n and C£X T r a n s p o r t a t i o n , I n c . ("CSX"). Competition, 

choice, and c a p a c i t y i n the r e s u l t i n g r a i l system are e s s e n t i a l i f 

.Maine i s t o have a f f o r d a b l e , e f f e c t i v e r a i l s e r v i c e which advances 

the long term competitiveness of our S t a t e . 

The St a t e of Maine Department of T r a n s p o r t a t i o n has f o u r major 

areas of concern about the proposed a c q u i s i t i o n . The f i r s t i s 

c o m p e t i t i v e access f o r Maine shippers and i t s c o r o l l a r y , p o t e n t i a l 

market p r i c e d i s t o r t i o n . The o t h e r areas of concern are b e t t e r 
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access t o markets, enhanced capacity and intermodal operations, and 

passenger r a i l service. 

Competitive Access For Maine Shippers 

The Stctte seeks assura.nce that future competitive access to New 

England and t o Maine by both .̂S and CSX w i l l be provided. The 

applicants propose to divide up he CONRAIL l i n e s i n New England by 

replacing CONRAIL w i t i i CSX. Such an arrangement would confer upon 

CSX the singular a b i l i t y to cont r o l rates and service. CSX woula 

not be constrained from penalizing s h o r t l i n e s and shippers 

which might t r y to reach NS as an a l t e r n a t i v e to CSX. We, 

therefore, recommend some guarantees that NS be allowed to compete 

on equal terms wit h CSX throughout New Englana and i n t o Maine. 

Maine companies prodiice a vast quantity of forest products t h a t 

are shipped both to national and i n t e r n a t i o n a l markets. Large 

i n d u s t r i a l end-users purchase Maine paper for a v a r i e t y of reasons, 

in c l u d i n g favorable q u a l i t y and delivered cost. Direct r a i l system 

connections to both CSX and NS w i l l provide opportunities f o r Maine 

snippers to select the most b e n e f i c i a l r a i l movements by cr e a t i n g 

e f f e c t i v e and competitive r a i l routing and rates. 

Con ersely, should the competitive t r a n s p o r t a t i o n market be 

c u r t a i l e d a f t e r CONRAIL i s acquired by CSX and NS, the delivered 

cost of Maine paper could be influenced negatively, p u t t i n g access 
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to Middle A t l a n t i c and southern markets at a competitive 

disadvantage. No one r a i l r o a d or other t r a n s p o r t a t i o n company 

should have the power to harm an e n t i r e market sector. The proposed 

break-up of CONRAIL threatens to increase trans, r t a t i o n rates f o r 

Maine shippers who ^re the f r e i g h t generators. 

One recommendat-• on to improve t h i s s i t u a t i o n would be to 

consider granting NS trackage r i g h t s between Albany, New York and 

Worcester, Massachusetts. This would be a natural extension of NS 

operations beyond Albany and has the p o t e n t i a l to cure the 

competitive imbalance to a large extent. Common access through a 

neutral e a r l i e r would be adequate. NS already has made e f f o r t s to 

provide t h i s competition east of the Hudson River through 

negotiations with Canadian P a c i f i c ("CP", and G u i l f o r d 

Transportation Industries ("Guilford"). I t i s possible that NS 

e f f o r t s with CP/Guilford w i l l be successful; nowever at the Lime., 

the r e s u l t s are unknown 

Given t h i s s i t u a t i o n , i f the Surface Transportation Board 

approves the proposed a c q u i s i t i o n , the Board should consider 

imposing a condition that competitive access issues i n New England 

be reviewed p e r i o d i c a l l y . Retaining j u r i s d i c t ' i would allow the 

Board to impose a d d i t i o n a l r e l i e f i f warranted. Such r e l i e f might 

require the creation of a d d i t i o n a l shared asset areas or the 

imposition of new trackage r i g h t s . 



Acquis.Ltion cf CONRAIL by NS and CSX cannot u l t i m a t e l y prove 

b e n e f i c i a l to tht? Stat^ of Maine unless competitive access by the 

two Class I c a r r i e r s i s provided. 

Access to Markets. Enhanced Capacity. Passen<.<er Rail 

The competitive system proposed herein w i l l provide "̂ he State 

of Maine's shipper community with better access to southern markets 

which h i s t o r i c a l l y have been d i f f i c u l t to access, gjven the •-.ime-

consuming and i n d i r a c t r a i l connections now e x i s t i n g between Maine 

and those markets. We also believe that our proposed system w i l l 

enhance r a i l capacity and r e s u l t i n an improved intermodal s i t u a t i o n 

i n the State of Maine. 

In the area of c o m p a t i b i l i t y of passenger and f r e i g h t 

operations, we believe that r e a l cooperative e f f o r t s can lead t o 

enhanced services of both "reight and passenger operation?. 

Like the other New England Stacos, the State of Maine asks the 

Board to assure that i f tha a c q u i s i t i o n by CSX and NS i s approved, 

conditions are imposed which do the f o l l o w i n g : allow a means f o r 

a t t a i n i n g on-timie performance for passenger t r a i n s ; create a process 

to address the i n i t i a t i o n of new or special cervices; e s t a b l i s h 

standard and reasonable formulas for variable and f u l l y a l l o c a t e d 

costs; create l i a b i l i t y standards; and e s t a b l i s h a means of allowing 

higher passenger ti'ain speeds. 



c o s t s ; c r e a t e l i a b i l i t y standards; and e s t a b l i s h a means of a l l o w i n g 

higher passenger t r a i n speeds. 

The proposed a c q u i s i t i o n of CONRAIL by CSX and NS i s an example 

of p r i v a t e economic a c t i ^ ' - i t y which has broad, f a r reaching, and 

h i s t o r i c p u b l i c impacts. R e s o l u t i o n of a l l f o u r of the issues 

r a i s e d m t h i s f i l i n g i s e s s e n t i a l t o the o p e r a t i o n of an i n t e g r a t e d 

t r a n s p o r t a t i o n system m the State of Maine. 

I f the proposed a c q u i s i t i o n i s approved, we ask the Board t o 

impose the conditio.ns set l o r t h i n :his f i l i n g tc assure chat i t s 

e f f e c t s w i l l be b e n e f i c i a l , r a t h e r than h a r m f u l , t o the St a t e o f 

Ma 1ne. 

R e s p e c t f u l l y Submitted, 

STATE OF MAINE 
MAINE DEPARTMENT OF TRANSPORTATION 

By: Robert D. Elder ^ 
I t s : D i r e c t o r of F r e i g h t T r a n s p o r t a t i o n 

Dated: October 20, 1997 



6 

C FR HI ICATI- Ol- SI RVICF 

The undersigned hereby c e r t i f i e s that the "Comments, Protest, 
and Request f o r Conditions" i s being served by mailing copies on 
Oc ober 20, 1997 by f i r s t class mail, postage prepaid, t o the 
Parties of Record l i s t e d on the service l i s t compiled by the Board 
and included i n Decision 21 dated August 19, 1997 as subsequently 
modified, and on Administrative Law Judge Jacob Leventhal, Federal 
Energy Regulatory Commission, 888 F i r s t Street, N.E., Suite 111, 
Washington, DC 20426. 

Robert D. Elder ^ 

9 

Dated: October 20, 1997 

RDF,/e1 .cm 

CONRAIL 
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M J Maoison Avcnu; 
Now York, NY 10017 3<':59 
,'12 : M O :iO()0 

[tonald N Nelson 
" „ . . , i , , t , t 

3 Metro-North Railroad 
AIRBORNE EXPRESS 

(October 20 , 19 97 

Mr. Vernon A. 'Williams 
S e c r e t a r y 
Surface T r a n s p o r t a t i o n Boaia 
1925 K S t r e e t , N.W. (Room 700) 
Washington, DC 20423-OOul 

Re: Finance Docket- No. 33388-—CSX Corp./Norfolk Southern 
Corp. C o n t r o l and Operating Leases/Agreements 
C o n r a i l . 

Dear Secretary W i l l i a m s : 

Enclosed f o r f i l i n g i n the above-captioned nroceeding are an 
o r i g i n a l and 25 copies of the Metro-North Co.umuter R a i l r o a d 
Company's Comments and Request f o r Conditions (MNCR .::), dated 
October 20, 1997. A computer d i s k e t t e c o n t a i n i n g the t e x t of 
these f i l i n g s i " word P e r f e c t 5.1 format which xs c o n v e r t i b l e 
i n t o Word Perfect 7.0 a l s o i s enclosed 

Please note t h a t we have not enclosed a L i l i n g f e e . The 
reason LS t h a t your r e g u l a t i o n s at 49 C.F.T-̂ . § 1002.2 oo not 
appear t o r e q u i r e a fee f o r the f i l i ' . i g of comments and a 
request f c r c o n d i t i o n s . I n any event, Metro-North i s an 
i n s t r u m e n t a l i t y of New York State Government, having been 
c r e a t e d pursuant t o § 1266 of the New York P u b l i c A u t h o r i t i e s 
Law and per f o r m i n g an e i ; s e n t i a l governmental f u n c t i o n i n 
accordance w i t h § 1264(2) of s a i d law. 

Copies of MNCR-2 have been served upon a l l p a r t i e s o f re c o r d 
i n t h i s ',-)roceed i n g e i t h e - by Airb o r n e Express, postage-
p r e p a i d , or by F i r s t Class M a i l , postage-prepaid, as i n d i c a t e d 
on the attachc^d C e r t i f i c a t e of Service. 

I f you have any que s t i o n s concerning t h i s f i l i n g , please f e e l 
f r e e t o contact me a t (212^ 340-2027. Thank you f o r your 
c o u r t e s y i n t h i s m a t t e r . 

l y yours, 

Walter E. Z u l l i g , J r . 
S p e c i a l Counsel 

A t t o r n e y f o r Metro-North Commuter R a i l r o a d Company 

CC: P a r t i e s on C e r t i f i c a t e of Service 

F V 



BEFORE THE /' 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 "̂ C 

CSX CORPORATION AND CS.I TRANSPORTATION, INC., NORFOLK SOUTHERN 
CORPORATION AND NORFOLK SOUTHERN RAILWAY COMPANY CONTROL AND 
OPERATING LEASES/AGREEMENTS CONRAIL Ii.C. AND CONSOLIDATED RAIL 
CORPORATION TRANSFER OF RAILROAD LINE BY NORFOLK SOUTHERN 

RAILWAY CO'iPANY TO CSX TRANSPORTATION. INC. 

METRO-NORTH COMMUTER RAILROAD COMPANY'S 
COMMENTS AND REQUEST FOR CONDITIONS 

Richarc K. Bernard, 
Genera.; Counsel 

Walter E. Z u l l i g , J r . 
Spec i a l Counsel 
Metro-North Commuter R a i l r o a d 

Company 
347 Madison Avenue 
New York, New York 10017 
(212) 340-2027 

A t t o r n e y s f o r : 

METRO-NORTH COMMUTER RAILROAD COMPANY 

Dated: October 20, 1997 



MCR-2 
BEFORE THE 

SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

Metro-North Commuter R a i l r o a d Company's 

Comments ai-id Request f o r Co n d i t i o n s 

P r e l i m i n a r y Statement 

Pursuant t o the Board's Decision No. 12, Metro-North Commuter 

R a i l r o a d Company ("MNCR"i hereby submits i t s comments and requests 

t h a t the BOo: c inpose c e r t a i n c o n d i t i o n s i n any d e c i s i o i i 

a u t h o r i z i n g approval of the proposed t r a n s a c t i o n covered by the 

s u b j e c t proceeding. 

MNCR i s a p u b l i c b e n e f i t c o r p o r a t i o n of the S t a t e o f New York 

c r e a t e d pursuant t o Section 1266(5) of the New York "^tate P u b l i c 

A u t h o r i t i e s Law. MNCR i s a s u b s i d i a r y p u b l i c b e r e f i t c o r p o r a t i o n 

of the M e t r o p o l i t a n T r a n s p o r t a t i o n A u t h o r i t y ("MTA"), an e n t i t y 

chat v ' i w i t h broad r e s p o n s i b i l i t y f o r t r a n s p o r t a t i o n s e r v i c e s i n 

the C i t y of New York and seven suburban c o u n t i e s i n the New York 

MNCR d i d not f i l e a d e s c r i p t i o n of a responsive a p p l i c a t i o n 
by August 22, 1997 f o r sev e r a l reasons. F i r s t , under MNCR's 
i n t e r p r e t a t i o n of the Board's r u l e s , a d e s c r i p t i o n of comments or 
a request f o r c o n d i t i o n s d i d not have t o be f i l e d by t h a t date. 
Second, the r e l i e f requested i s n e i t h e r i n c l u s i o n nor new trackage 
r i g h t s ; thus a responsive a p p l i c a t i o n would not oe r e q u i r e d . 
T h i r d , Metro-North had been d i s c u s s i n g a c q u i s i t i o n of the s u b j e c t 
r a i l r o a d l i n e w i t h NS o f f i c i a l s and d i d not l e a r n u n t i l w e l l a f t e r 
t h a t date that NS does not i n t e n d t o s e l l the l i n ^ t o us. I n the 
event the Board takes a d i f f e r e n t view r e g a r d i n g the a p p l i c a b i l i t y 
of t h e August 22, 1997 f i l i n g requirement, MNCR r e s p e c t f u l l y 
r e q uests t h a t the requirement be waived. 



M e t r o p o l i t a n Area. See New York P u b l i c A u t h o r i t i e s Law Sections 

1260-1278. 

MNCR operates approximately 670 passenger t r a i n s each weekday 

on i t s Harlem, Hudson, and New Haven Lines .vhich r a d i a t e out of 

Grand C e n t r a l Terminal i n New Ycrk C i t y . MNCR a l s o i s i - s p o n s i b l e 

f o r commuter passenger s e r v i c e on the Hoboken-Port J e r v i s Line 

which i s on the west s i d e of the Hudson River and serves Orange and 

Rockland Counties, two of the c o u n t i e s i n c l u d e d w^ithin the MTA's 

d i s t r i c t of r e s p o n s i b i l i t y . Service on tne Port J e r v i s Line i s 

operated by NJ T r a n s i t R a i l Operations, IriC. ("NJTRO"), under 

c o n t r a c t w i t h Metro-North. The f i r s t 31.1 m i l e s of the o p e r a t i o n 

(between Hoboken and a D i v i s i o n Poc^ west of S u f f e r n ) i s conducted 

over trackage owned by NJTRO. The remaining 66.2 m i l e s , which are 

the s u b j e c t of t h i s request f o r c o n d i t i o n , i s conducted over a l i n e 

p r e s e n t l y owned by Consolidated R a i l C o r p o r a t i o n . 

The a p p l i c a t i o n seeks a u t h o r i z a t i o n f o r the a c q u i s i t i o n by CSX 

Cor 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. ("CSX") on the one hand, 

and N o r f o l k Southern C o r p o r a t i o n and N o r f o l k Southern Railway 

Company ("NS") on the ot h e r , of c o n t r o l of C o n r a i l , I n c . and 

d i v i s i o n of the asseto of Consolidated R a i l Corporation- i n t o 

; . !• ,!n assets t o be leased or s o l d t o them as w e l l as c e r t a i n 

assets which, w i l l c o n t i n u e t o be owned and operated by Co'^rail. 

• 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 are 
h e r e i n a f t e r c o l l e c t i v e l y r e f e r r e d t o as " C o n r a i l " . 



The Boa'-d's Decision No. 12 st a t e s , at page 5 [Item (7) (b) ] that 

the e x i s t j.ng C o r v a i l l i n e between Suffern and Port J e r v i s , NY, i s 

proposed to be allocated to PRR, whose ass e t s are to be operated by 

NS. 

POINT I 

THE BOARD SHOULD REQUIRE CONVEYANCE 0"-̂  THE 

SUFFERN-PORT JERVIS Lx.!"̂  TO MNCR 

MNCR r e s p e c t f u l l y requests t h a t as a c o n d i t i o n of i t s approval 

of the su b j e c t t r a n s a c t i o n , the Board impose the f o l l o w i n g 

requirement: 

• C o n r a i l , NS or PRR, as a p p r o p r i a t e , s h a l l convey t : i t l e t o 

the l i n e of r a i l r o a d between tne D i v i s i o n Post a t 

S u f f e r n , NY (M.P. 31.3) and CP Sparrow (M.P. 89.9) a t 

Port J e r v i s , NY t o MNCR, sub ̂ ct t o a re-^e r v a t i o n of 

trackage r i g h t s i n fa v o r of NS or PRR (as a p p r o p r i x're) . 

The c o n s i d e r a t i o n f o r t h i s conveyance s h a l l be the p r i c e 

MNCR and C o n r a i l t e n t a t i v e l y agreed upon, s u b j e c t t o 

Board a r b i t r a t i o n or some s i m i l a r process t o f i x any 

ot h e r reasonable terms m the event of a f a i l u r e t o 

agree. 

Background 

Since January 1, 1983 NJTRO has operated commuter r a i l r o a d 



passenger s e r v i c e between Hoboken, NJ, and Port J e r v i s , NY, under 

c o n t r a c t w i t h MNCR. This s e r v i c e i s operated as an e x t e n s i o n of 

NJTRO's commuter s e r v i c e operated on the trackage i t owns between 

Hoboken and S u f f e r n , NY. P u b l i c l y funded commuter s e r v i c e has been 

operated over t h i s l i n e since 1973, when M e t r o p o l i t a n 

T r a n s p o r t a t i o n Author':y, MNCR's parent body, f i r s t e n t e r e d i n t o a 

serv .ice agreement w i t h the E r i e Lackawanna Railway Company c o v e r i n g 

t h i s l i n e . As i n d i c a t e d i n the accompanying V e r L t l e a Statem'^nc of 

Donald N. Nelson, d u r i n g the ensuing ye^xS pass^inger s e r v i c e 

g r a d u a l l y has been expanded w h i l e the f r e i g h t o p e r a t i o n s on the 

l i n e g r a d u a l l y have d e c l i n e d . Moreover, as i n d i c a t e d i n the 

accompanying V e r i f i e d Statement of Howard Permut, MNCR and NJTRO 

re'-ently e n t e r e d i n t o a long term, c o n t r a c t which w i l l p r o v i d e f o r 

s u b s t a n t i a l c a p i t a l investment on the p a r t of MNCR t o improve the 

l i n e and the o p e r a t i o n of a d d i t i o n a l passenger t r a m s e ' v i c e . 

NJTRO p r e s e n t l y i s c o n s t r u c t i n g an interchange s t a t i o n known as 

Secaucus T r a n s f e r which w i l l enable passengers from Port Je-rvis 

Line t r a i n s t o t r a n s f e r t o NJTRO's Northeast C o r r i d o r t r a i n s t o 

reach Fennsy'lvania S t a t i o n :n New York C i t y . ( P r e s e n t l y , the l i n e 

t e r m i n a t e s m Hoboken, NJ, and commuters t o Nev York C i t y miust use 

the r a i l l i n e s of the Port A u t h o r i t y ':^rans Hudson Corp-Tration 

[PATH] i n order t o reach t h e i r d e s t i n a t i o n s . ) I n h i s V e r i f i e d 

Statement, Mr. Permrat p o i n t s out t h a t p a r t l y because of the opening 

: : i i s f a c i l i t y i n 2002, by the year 2020 Port J e r v i s Line 

r i d e r s h i p i s expected t o increase by 173% compared t o 1996 l e v e l s . 

During t h i s sam.e p e r i o d , MNCR plans t o increase the number of 
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passenger t r a i n s operated from 99 t o 193 per week, an incr e a s e of 

95%. 

Metro-North's t r a i n s have been operated over C o n r a i i ' s l i n e 

s i nce January 1, 1983, the date both NJTRO and Metro-North 

commenced o p e r a t i o n s . Since t h a t time the comniuter passenger 

t r a i n s and C o n r a i l f r e i g h t t r a i n s have c o - e x i s t e d on t h i s l i n e w i t h 

r e l a t i v e l y few problems. However, as i n d i c a t e d i n the v e r i f i e d 

statements of Messrs. Nelson and Permut, a d d i t i o n a l t r a i n s e r v i c e 

w i l l be added t o t h i s l i n e e f f e c t i v e October 27, 1997 ar-d t h e r e are 

plans f o r s t i l l f u r t h e r expansions of passenger s e r v i c e . The 

i n f o r m a t i o n presented by NS s t r o n g l y i n d i c a t e s t h a t many more 

f r e i g h t t r a i n s w i l l be ro u t e d over t h i s l i n e i f the i n s t a n t 

a p p l i c a t i o n i s granted. The hi g h l e v e l of both passenger and 

f r e i g h t t r a i n s w i l l r e q u i r e very c a r e f u l s c h e d u l i n g and d i s p a t c h i n g 

so as t o prevent the impairment of e i t h e r _ ' i r v i c e . Although owned 

hy C o n r a i l , the Su f f e r n - P o r t J e r v i s Line i s d i s p a t c h e d by NJTRO 

from i t s Operations Center i n Hoboken, NJ. Tn the event NS were t o 

assume c o n t r o l as contemplated, t h a t d i s p a t c h i n g f u n c t i o n c o u l d be 

removed t o a fc'.r-distant l o c a t i o n s t a f f e d by personnel who are 

un t a ' . \ i l i a r w i t h the o p e r a t i n g c h a r a c t e r i s t i c s and the needs of 

commuter passenger t r a i n s . Even w i t h the best of i n t e n t i o n s , t h e r e 

would be a necessary "hand o f f " of each and every t r a i n a t S u f f e r n , 

the end of NJTRO's t r a c k owneri;:..i , I t would be fz^r b e t t e r , we 

'Regai"dless of the cmtcome of t i U s request f o r c o n d i t i o n s , 
NJTRO w i l l c ontinue t o operate and d i s p a t c h the t e r r i t o r y i n i t s 
ownership between S u f f e r n and the NJ/NY t e r m i n a l area. Thus, NS 



submit, t o have the d i v i s i o n between d i s p a t c h i n g c e n t e r s r e t a i n e d 

at i t s presen t l o c a t i o n at CP Sparrow, M.P. 89.9, si n c e t h a t i s 

j u s t beyond the end or the commuter passenger s e r v i c e t e r r i t o r y . 

C a p i t a l Improvements 

The Operating Plan f i l e d by NS i n d i c a t e s an i n t e n t i o n t o spend 

$35 m i l l i o n t o upgrade tne Southern T i e r Line between B u f f a l o and 

Port J e r v i s . I t i s s i l e n t as t o the remaining 66 m i l e C o n r a i l 

owned t e r r i t o r y , used by MNCR's t r a i n s , between Port J e r v i s and 

Suf f e r n . 

As p a r t of i t s r e s p o n s i b i l i t y f o r p r o v i d i n g passenger s e r v i c e 

i n t h i s area, MNCR has reviewed the need f o r c a p i t a l improvements 

between S u f f e r n and Port J e r v i s . P a r t i c u l a r concerns are the 

s i g n a l system which r e l i e s on an o l d t r a c k s i d e pole l i n e and the 

f a c t t h a t t h e r e are but two passing s i d i n g s m the 60 m i l e s i n g l e 

t i a c k t e r r i t o r y between CP S t e r l i n g and CP BC whif-ri cr.n accommodate 

a present-day l e n g t h f r e i g h t t r a i n . ' Although we assume NS al s o 

r ecognizes t h i s problem, tht. A p p l i c a t i o n r e c i t e s t h a t the l i n e h.as 

adequate c a p a c i t y t o accommodate the e x i s t i n g passenger and 

pro;]ected f r e i g h t o p e r a t i o n s . MNCR i s prepared t o c o n t r i b u t e i t s 

i t s e l f would have t o i n t e r f a c e w i t h NJTRO's d i s p a t c h e r s a t t h i s 
p o i n t t o t r a v e r s e the s e c t i o n owned by t h a t c a r r i e r . 

IS a d d i t i o n a l 6060 f o o t s i d i n g at Campbell H a l l . 

Volu.-ne 3B, page 3 04. 
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a p p r o p r i a t e share of f u n d i n g t o put t h i s l i n e i n t o proper c o n d i t i o n 

f o r o p e r a t i o n of a modern, r e l i a b l e r a i l passenger s e r v i c e i n 

c o n j u n c t i o n ' w i t h reasonable l e v e l s of f r e i g h t s e r v i c e . As 

i n d i c a t e d i n the v e r i f i e d statements of Messrs. Nelson and Permut, 

we e s t i m a t e an e x p e n d i t u r e of up t o $88.5 m i l l i o n i s needed f o r 

r i g h t - o f - w a y improvements. Upon completion of these improvements, 

the l i n e would be i n proper c o n d i t i o r t o handle some increase 

above the present l e v e l of f r e i g h t o p e r a t i o n s . However, i n the 

event t h a t the l e v e l of f r e i g h t t r a f f i c should s u b s t a n t i a l l y exceed 

t h a t p r o j e c t e d i n the Operating Plan, a f a r g r e a t e r investment i n 

p h y s i c a l p l a n t ( p r i m a r i l y f o r passing s i d i n g s and double t r a c k ) 

would be neede.l as would very close schedule c o o r d i n a t i o n . 

Moreover, as Mr. Permut's statement i n d i c a t e s , an a d d i t i o n a l $104 

m i l l i o n w i l l be needed t o support l u t u r e planned improvements 

r e l a t i n g t o passenger s e r v i c e , such as r o l l i n g s t o c k , s t a t i o n s and 

p a r k i n g l o t s . As a p u b l i c agency, Metro-North cannot j u s t i f y the 

e x p e n d i t u r e of t h i s magnitude of p u b l i c funds on a p r i v a t e l y o-wned 

r a i l r o a d l i n e over which we may have l i t t l e o r no c o n t r o l and our 

r i g h t s t o operate over t h a t l i n e may be t e r m i n a t e d on one-year's 

not i c e . 

Purchase N e g o t i a t i o n s 

As i n d i c a t e d i n Mr. Nelson's v e r i f i e d statement, MNCR had f o r 

s e v e r a l months been n e g o t i a t i n g w i t h C o n r a i l f o r the purchase of 

the s u b j e c t l i n e of r a i l r o a d . These n e g o t i a t i o n s arose out of our 

need t o c o n t r o l the p r o p e r t y i n order t o j u s t i f y the investment i n 



c a p i t a l improvements as w e l l as our concern r e g a r d i n g f u t u r e access 

t o the l i n e since our trackage r i g h t s agreement w i t h C o n r a i l c o u l d 

be t e r m i n a t e d on one-year's n o t i c e a f t e r 1997. A t e n t a t i v e 

understanding was reached w i t h C o n r a i l i n c l u d i n g a purchase p r i c e 

of $9.8 m i l l i o n . Metro-North was ready, w i l l i n g and able t o 

f o r m a l i z e t h i s t r a n s a c t i o n o n l y t o be t o l d by C o n r a i l , d u r i n g the 

e a r l y p a r t of March 1997, t h a t the proposal had t o be removed from 

the t a b l e because of the agreement r e c e n t l y reached by NS and CSX 

t o c o n t r o l C o n r a i l . 

The A p p l i c a t i o n c o r r e c t l y s t a t e s t h a t MNCR had been i n 

n e g o t i a t i o n s w i t h C o n r a i l f o r a c q u i s i t i o n of t h i s l i n e and r e c i t e s 

the w i l l i n g n e s s of NS t o continue these n e g o t i a t i o n s . 

U n f o r t u n a t e l y , as i n d i c a t e d i n Mr. Nelson's v e r i f i e d statem.ent, 

d u r i n g September 1997 we were t o l d t h a t NS i n t e n d s t o r e t a i n the 

1 ine . 

Metro-North stands ready t o accept conveyance of t h i s p r o p e r t y 

"as i s " based on the p r i c e which had been agreed upon w i t h C o n r a i l 

s u b j e c t t c a r e s e r v a t i o n of trackage r i g h t s i n f a v o r of NS f o r i t s 

f r e i g h t o p e r a t i o n s . We assured NS t h a t i n the event of such 

conveyance d i s p a t c h i n g w i l l be r e t a i n e d at i t s present l o c a t i o n i n 

Hoboken, NJ, and both MNCF, anc NJ T r a n s i t w i l l work w i t h NS t o 

accord proper p r i o r i t y t o t h e i r expanded f r e i g h t o p e r a t i o n s . 



POINT I I 

IN THE ALTERNATIVE. THE BOARD SHOULD REQUIRE 

A LONG TERM TRACKAGE RIGHTS AGREEMENT 

MNCR b e l i e v e s t h a t p u b l i c i n t e r e s t c o n s i d e r a t i o n s s t r o n g l y 

support the conveyance of the s u b j e c t l i n e t o MNCR since we are 

res p o n s i b l e f o r and o b l i g a t e d by New York S t a t e law t o p r o v i d e 

r a i l r o a d passenger s e r v i c e i n t h i s t e r r i t o r y . We are w i l l i n g t o 

accept the conveyance, make a p p r o p r i a t e c a p i t a l improvements and 

mai n t a i n the f a c i l i t i e s t o high standards. I n the event, however, 

t h a t the Board should not agree w,^th our p o s i t i o n i n t h i s regard, 

we r e s p e c t f u l l y request t h a t i t mandate a long term e x t e n s i o n of 

the e x i s t i n g trackage r i g h t s agreement between MNCR and C o n r a i l . 

As p o i n t e d out above, MNCR p r e s e n t l y uses C o n r a i i ' s S u f f e r n -

Port J e r v i s l i n e pursuant t o terms and c o n d i t i o n s of a 15 year 

trackage r i g h t s agreement. That agreement can be te r m i n a t e d upon 

one-year's n o t i c e a f t e r December 31, 1997. Thus, we have s e r i o u s 

concern over the terms and c o n d i t i o n s which might be imposed by NS 

f o r our f u t u r e o p e r a t i o n s over t h i s l i n e . Moreover, we cannot 

j u s t i f y the investment of s u b s t a n t i a l p u b l i c funds m a l i n e over 

which we have no long-term, r i g h t s . 

C l e a r l y , OVL p r e f e r r e d remedy i s a c o n d i t i o n r e q u i r i n g t h a t 

the l i n e secment be conveyed t o MNCR based upon the p r i c e 
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n e g o t i a t e d w i t h C o n r a i l . I f , however, the Board does not deem i t 

a p p r o p r i a t e t o impose such a c o n d i t i o n , we r e s p e c t f u l l y request 

t h a t NS be r e q u i r e d t o enter i n t o a long term e x t e n s i o n of the 

e x i s t i n g C o n r a i l trackage r i g h t s agreement w i t h MNCR. Depending 

upon the d u r a t i o n of such an ex t e n s i o n o r agreement, MNCR would be 

able t o j u s t i f y at l e a s t some investment of p u b l i c funds i n the 

r e h a b i l i t a t i o n of the l i n e segment. 

Dated; October 20, 1997 

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

Richard K. Bernard, 
General Counsel 

Walter E. Z u l l i g J r . , 
Spe c i a l Counsel 

METRO-NORTH COMMUTER RAILROAD CO. 
347 Madison Avenue 
New York, NY 10017 
212-340-2027 

A t t o r n e y s f o r Metro-North 
Commuter R a i l r o a d Company 
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VERIFIED STATEMENT 
OF 

DONALD N. NELSON 

My name i s Donald N. Nelson, and my business address i s 347 

Madison Avenue, New York, New York 10017. I am President of Metro-

North Commuter R a i l r o a d Company ("Metro-North"), a p u b l i c b e n e f i t 

c o r p o r a t i o n s u b s i d i a r y of the M e t r o p o l i t a n T r a n s p o r t a t i o n A u t h o r i t y 

of the S t a t e of New York ("MTA"). I have h e l d my c u r r e n t p o s i t i o n 

since A p r i l , 1991. 

I began my r a i l r o a d career i n 1954 as i brakeman w i t h the 

Great N o r t h e r n Railway. A f t e r earning-, a Bachelor of Art^, degree i n 

Economics from the U n i v e r s i t y of Washington m 1957, I l e f t the 

Great N o r t h e r n and j o i n e d the U.S. Marine Corps. My r a i l r o a d 

career resumed i n 1964 when I served as a brakeman on the C e n t r a l 

Railr-oad Company of New Jersey, e v e n t u a l l v r i s i n g t hrough the ranks 

t o Managex - ' t r a n s p o r t a t i o n , Superintendent and u l t i m a t e l y , General 

Manager. I n 1974 I j o i n e d the United States Railway A s s o c i a t i o n as 

a Regional Manager, and p a r t i c i p a t e d i n the process t h a t l e d t o the 

c r e a t i o n of Consolidated R a i l C o r poration. I n 1976 I became 

C o n r a i i ' s General Superintendent c f T r a n s p o r t a t i o n Planning, moving 

l a t e r t o Regional Superintendent-Operation Improvement and, i n 

197D, General Manager of the Indiana Harbor B e l t R a i l r o a d . 

I n 1981, I was appointed General Manager of C o n r a i i ' s Eastern 

Region, a 10,700 route m i l e t e r r i t o r y extending from A l e x a n d r i a , VA 

t o S e l k i r k and B u f f a l o , NY. I h e l d t h i s p o s i t i o n u n t i l 1983, when 

1 became Vice President-Operations f o r Metro-North. I was named 



Executive Vice President i n 1989, and President of Metro-North two 

years l a t e r . 

Metro-North was i n c o r p o r a t e d by MTA i n September, 1982 t o 

assume o p e r a t i o n of commuter r a i l s e r v i c e which p r e v i o u s l y had been 

p r o v i d e d by C o n r a i l on the Harlem, Hudson and New Haven Lines, 

which r a d i a t e out from Grand C e n t r a l Terminal i n New York C i t y . 

Metro-North was c r e a t e d i n response t o the mandate of the Northeast 

K a i l Service Act of 1981 which r e l i e v e d C o n r a i l of a l l o b l i g a t i o n s 

t o operate commuter s e r v i c e on January 1, 1983. We operate 670 

weekday t r a i n s on our l i n e s i n New York and C o n n e c t i c u t . Metro-

North a l s o i s r e s p o n s i b l e f o r the commuter s e r v i c e operated on the 

New York State s e c t i o n s of the Hoboken-Port J e r v i s L ine which i s 

the s u b j e c t of my Statement. 

Metro-North has funded commuter r a i l r o a d passenger s e r v i c e 

between Hoboken, New Jersey, and Port J e r v i s , New York since 

January 1, 1983. This s e r v i c e i s operated by NJ T r a n s i t R a i l 

Operations, Inc. ("NJ T r a n s i t " ) under an o p e r a t i n g agreement w i t h 

Metro-North and i s an e x t e n s i o n of NJ T r a n s i t ' s commuter s e r v i c e 

beyond the l i m i t s of i t s t e r r i t o r y at S u f f e r n , NY. The trackage 

West of S u f f e r n (approximately 66 miles) i s owned by Consolidated 

R a i l C o r p o r a t i o n ("Ccnrail") and NJ T r a n s i t ' s o p e r a t i o n of Metro-

North's t i - a i n s i n t h i s t e r r i t o r y i s pursuant t o a trackage r i g h t s 

agreement between Metro-North and C o n r a i l , a l s o e f f e c t i v e January 

1, 1983. 
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P r i o r t o 1983 commuter s e r v i c e on t h i s l i n e was operated by 

E r i e Lackawanna Railway Company, and, l a t e r , by C o n r a i l pursuant t o 

s e r v i c e c o n t r a c t s w i t h M e t r o p o l i t a n T r a n s p o r t a t i o n A u t h o r i t y , 

Metro-North's parent agency. These arrangements date t o 197.3. 

The above-reierenced trackage r i g h t s agreement covers Metro-

North's use of C o n r a i l trackage between S u f f e r n and Port J e r v i s as 

we--ll as C o n r a i i ' s use of Metro-North's Hudson Line and p o r t i o n s of 

i t s Hdi iem and New Haven Lines on the east s i d e of the Hudson 

Ri v e r . That agreement became e f f e c t i v e January 1, 1983 f o r an 

i n i t i a l term of 15 years; t h e r e a f t e r i t continues i n f o r c e from 

year t o year s u b j e c t t o t e r m i n a t i o n by any p a r t y on one year's 

not i c e . 

Nature and Extent of Passenger Operations 

Over 24 years ago, when M e t r o p o l i t a n T r a n s p o r t a t i o n A u t h o r i t y 

e n t e r e d i n t o i t s f i r s t s e r v i c e c o n t r a c t w i t h E r i e Lackwanna f o r the 

f i n a n c i a l support of the Hoboken-Port J e r v i s s e r v i c e , t h e r e were 

but two r o u n d t r i p d a i l y passenger t r a i n s p l u s one eastbound t r a i n 

over a sm.all p o r t i o n of the l i n e . There was l i t t l e s e r v i c e on 

Saturdays and no s e r v i c e on Sundays. Passenger s e r v i c e on t h i s 

l i n e has g r a d u a l l y been increased w i t h the r e s u l t t h a t p r e s e n t l y 

t h e r e are seven eastbound and e i g h t westbound revenue passenger 

t r a i n s on weekdays and t h r e e r o u n d t r i p s on weekends. There a l s o i s 

an a d d i t i o n a l l a t e F r i d a y n i g h t westbound t r a i n and a Saturday 

morning eastbound t r a i n . 
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E'uring 1996 Metro-North and NJ T r a n s i t r e n e g o t i a t e d t h e i r 

o p e r a t i n g agreement pursuant t o which NJ T r a n s i t operates the 

t r a i n s and m a i n t a i n s the locomotive and coach equipment used i n the 

t e r r i t o r y between S u f f e r n and Port J e r v i s . Although a new 

agreement was reached d u r i n g October 1996, implementation was 

delayed f o r n e a r l y a year pending l e g i s l a t i v e approval of Metro-

North's new c a p i t a l impro.'ement program which was needed t o fund 

some of the comimitmerits under the new agreement. 

The new agreem.ent w i t h NJ T r a n s i t was signed on October 6, 

1997. One of i t s p r i n c i p a l f e a t u r e s i s the p r o v i s i o n of a d d i t i o n a l 

commuter passenger t r a i n s d u r i n g both peak and o f f - p e a k hours. The 

f i r s t of these improvement one a d d i t i o n a l r o u n d t r i p t r a i n d u r i n g 

weekday peak p e r i o d s , w i l l be implem3nted on October 27, 1997. 

The S u f f e r n - P o r t J e r v i s Line serves Orange and Rockland 

Counties o t New York S t a t e . As f u r t h e r e l a b o r a t e d i n the V e r i f i e d 

Statement of Howard Permut, Orange County i s one of the f a s t e s t 

growing c o u n t i e s i n the MTA D i s t r i c t and t h e r e has been an ever 

i n c r e a s i n g demand f o r expanded r a i l r o a d passenger s e r v i c e p a r t l y as 

a r e s u l t oL t h a t growth. 

During tne n e a r l y 15 years uhat NJ T r a n s i t has operated the 

Metro-North s e r v i c e over the S u f f e r n - P o r t J e r v i s Line pursuant t o 

Metro-North's Trac' \ge Rights Agreement w i t h C o n r a i l , both 

passenger and f r e i g h t t r a i n s have coexi---^ted w i t h r e l a t i v e l y few 



problems. Over the years the number of passenger t r a i n s has 

g r a d u a l l y increased -while the l e v e l of f r e i g h t o p e r a t i o n s has 

decreased. 

Impact of the A p p l i c a t i o n 

The A p p l i c a t i o n f i l e d by CSX T r a n s p o r t a t i o n a i d N o r f o l k 

Southern contemplates t n a t the S u f f e r n - P o r t J e r v i s L i r e w i l l be 

t u r n e d over t o the N o r f o l k Southern f o r o p e r a t i o n as - j a r t of i t s 

Southern T i e r r o u t e from B u f f a l o , NY, t o Northern New Jersey. The 

o p e r a t i n g p l a n submitted by N o r f o l k Southern p r o v i d e s f o r the 

a d d i t i o n of f o u r d a i l y f r e i g h t t r a i n s i n each d i r e c t i o n and we have 

been t o l d t h a t even more t r a i n s are contemplated. U n f o r t u n a t e l y , 

i t appears t h a t at l e a s t some of the f r e i g h t schedules have been 

developed w i t h o u t c o n s i d e r a t i o n of the exxstence of the passenger 

train.-- For example, I understand t h a t the p r e l i m i n d i y schedules 

i n d . 'ate an eastbound f r e i g h t t r a i n l e a v i n g Port J e r v i s at 

6:45 p.m. A wes-cbound passenger t r a i n leaves O t i s v i l l e (13.7 m i l e s 

t o the east) a t t h a t exact time enroute t o Port J e r v i s and t h e r e i s 

no l o c a t i o n i n t h i s h i l l y , s i n g l e t r a c k t e r r i t o r y where they c o u l d 

pass. Moreover, any eastbound t r a i n scheduled at t h i s time of day 

would encounter at l e a s t t h r e e and p o s s i b l y f o u r westbound 

passenger t r a i n s over the n e a r l y 60 m i l e s of s i n g l e t r a c k 1 i-ne 

between Port J e r v i s (CP BC) and CP S t e r l i n g . 

As I have s t a t e d , Metro N o r t i ' s commuter passenger s e r v i c e 

between S u f f e r n and Port J e r v i s i s operated by NJ T r a n s i t and i s 
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b a s i c a l l y an e x t e n s i o n of the commuter passenger s e r v i c e operated 

over NJ T r a n s i t ' s own r a i l l i n e from Hoboken t o S u f f e r n . S u f f e r n 

IS l o c a t e d 30.5 mile s from Hoboken; Port J e r v i s i s 95.1 m i l e s from 

Hoboken. Copies of the o p e r a t i n g and p u b l i c t i m e t a l l e pages 

shewing the milages between s t a t i o n s are atta c h e d t o my Statem.ent 

as E x h i b i t s A ..nd B, r e s p e c t i v e l y . The o p e r a t i n g t i m e t a b l e 

references m i l e p o s t s v i a the s h o r t e r , now-abandoned. Mam L i n e ; 

thus the a c t u a l d i s t a n c e petween Hoboken and CP Sparrow i s 97.5 

mil e s , not the 89.9 mi l e s shown i n the o p e r a t i n g r i m e t a b l e . NJ 

T r a n s i t d i s p a t c h e s the e n t i r e l i n e between Hoboken-Suffern-Port 

J e r v i s . I n a d d i t i o n t o our o t h e r concerns, Metro-North f e a r s t h a t 

w i t h t h e t r a n s f e r of the S u f f e r n - P o r t J e r v i s Line from C o n r a i l t o 

N o r f o l k Southern, NS may rem.ove the d i s p a t c h i n g of t h i s t e r r i t o r y 

t o some remote l o c a t i o n . I n t h a t s i t u a t i o n NJ T r a n s i t wouid 

continue t o d i s p a t c h i t s p o r t of the l i n e between Hoboken and 

S u f f e r n and tl'.e t r a i n s would then have t o be "handed over" t o an NS 

d i s p a t c h e r l o c a t e d many mile s away. Tnis simply i s not conducive 

t o the e f f i c i e n t and t i m e l y o p e r a t i o n of a commuter passenger 

s e r v i c e . Thus, one of our p r i o r i t i e s i s t h a t the d i s p a t c h i n g 

c o n t i n u e t o be performed by NJ T r a n s i t a t i t s Hoboken o f f i c e . I n 

any event, NJ T r a n s i t ' s d i s p a t c n e r s w i l l be handlxPg the NS f r e i g h t 

t r a i n s m the t e r r i t o r y between S u f f e r n and the Northern Jersey 

Terminal area, j u s t as they p r e s e n t l y c o n t r o l C o n r a i i ' s t r a i n s over 

t h i s segment. 
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C a p i t a l Improvement Needs 

At- t h i s p o i n t i n time, the siguc 1 system, and communication 

l i n e s are i n d i r e need of replacement. The wayside p o l e l i n e i s 

prone t o f a i l u r e d u r i n g periods of r a i n and wind. The r a i l r o a d i s 

s i n g l e t r a c k f o r a d i s t a n c e of alm.ost 60 m i l e s from CP S t e r l i n g t o 

CP BC, j u s t o u t s i d e Port J e r v i s . Throughout the s i n g l e t r a c k 

t e r r i t o r y t h e r e are o n l y two c o n t r o l l e d s i d i n g s of s u f f i c i e n t 

l e n g t h t o accommodate a f r e i g h t t r a i n of modern l e n g t h . A t h i r d 

s i d i n g , at Campbell H a l l , i s o n l y 6060 f e e t l o ng. 

Metro-North s t a f f e stimates t h a t an investme.nt of $88.5 

m i l l i o n i s needed t o b r i n g the S u f f e r n - P o r t J e r v i s Line i n t o proper 

c o n d i t i o n t o provide a reasonable frequency of passenger s e r v i c e 

and accommodate the type of modern f r e i g h t t i - a i n o p e r a t i o n s being 

planned by N o r f o l k Southern. These improvements i n c l u d e : 

• new s i g n a l system, i n c l u d i n g b u r i a l of the communication 

1ines; 

• t r a c k improvements, p r i m a r i l y i n s t a l l a t i o n of Continuous 

Welded R a i l ; 

• undergrade b r i d g e r e h a b i l i t a t i o n . 

-7-



Metro-North Purchase Proposal 

For s e v e r a l months p r i o r t o the announcement of the j o i n t 

NS/CSX proposal t o c o n t r o l C o n r a i l , Metro-North had been 

n e g o t i a t i n g w i t h C o n r a i l f o r the purchase of the l i n e between 

S u f f e r n and Port J e r v i s . A t e n t a t i v e agreement had been reached on 

the p r i n c i p a l term.s i n c l u d i n g the purchase p r i c e of $9.8 m i l l i o n . 

Metro-North personnel had conducted numerous i n s p e c t i o n s of the 

p r o p e r t y and were making plans f o r maintenance programs and 

necessary c a p i t a l improvements. During the ecr-ly p a r t of March 

1997, b e f o r e t h a t t r a n s a c t i o n could be consummated, NS and CSX 

announced t h e i r agreement t o c o n t r o l C o n r a i l . At thr p o i n t , 

C o n r a i l immediately n o t i f i e d us t h a t i t could not proceed w i t h the 

t r a n s a c t i o n . 

Metro-North a l s o has discussed purchase of the l i n e w i t h 

o t f i c i a l s of N o r f o l k Southern. Based on d i s c u s s i o n s at s e v e r a l 

meetings, I was l e d t o conclude t h a t NS management was f a v o r a b l y 

c o n s i d e r i n g our purchase p r o p o s a l . However, d u r i n g the e a r l y p a r t 

of September 1997, i was t o l d t h a t NS Operating Department does not 

want t o r e l i n q u i s h c o n t r o l of the l i n e . Although t h e r e have been 

d i s c u s s i o n s since then, t o my knowledge NS has not changed i t s 

p o s i t i o n . 

There are numerous reasons why i t i s e s s e n t i a l t h a t Metro-

North own and c o n t r o l the r a i l r o a d l i n e between S u f f e r n and Port 

•8-



J e r v i s . F i r s t , Passenger s e r v i c e i s , and i s l i k e l y , t o remain the 

paramount user of the l i n e . Second, we should have t i t l e t o the 

p r o p e r t y i n o r d e r t o j u s t i f y an investment of a s u b s t a n t i a l ar,iount 

of p u b l i c ( s t a t e and p o s s i b l y f e d e r a l ) funds i n t h i s r a i l r o a d l i n e . 

T h i r d , i f NS assumes ownership and c o n t r o l , d i s p a t c h i n g c o u l d be 

performed at a remote locat.ion w i t h o u t proper c o o r d i n a t i o n and 

c o n s i d e r a t i o n of the needs of the commuter passenger s e r v i c e . Most 

of the l i n e i s l o c a t e d i n Orange County, New York, which i s 

p r o j e c t e d t o be the f a s t e s t growing county i n the MTA D i s t r i c t over 

the next ten yt^ars. Both Orange and Rockland Counties are i n need 

of improved p u b l i c t r a n s p o r t a t i o n s e r v i c e . The e l e c t e d o f f i c i a l s 

of those c o u n t i e s are demanding s e r v i c e improvements t o reduce 

automobile t r a f f i c c o ngestion i n the New York m e t r o p o l i t a n area. 

As a r e s u l t of cur l e n g t h y n e g o t i a t i o n s of a new long term c o n t r a c t 

w i t h NO T r a n s i t we f i n a l l v are i n a p o s i t i o n t o be able t o make 

s i g n i f i c a n t improvements m the s e r v i c e t o t h i s p a r t of the MTA 

D i s t r i c t o n l y t o face the possible f r u s t r a t i o n of those e f f o r t s by 

the N o r f o l k Southern takeover. 

F i n a l l y , the e x i s t i n g trackage r i g h t s agreement between Metro-

North and C o n r a i l can be t e r m i n a t e d upon one year's n o t i c e . 

C o n r a i l had o f f e r e d t o extend t h a t agreement f o r at l e a s t f i v e 

a d d i t i o n a l years and we understand t h a t CSX has o r a l l y agreed t o 

consent t o such an e x t e n s i o n . However, we have not yet heard from 

N o r f o l k Southern on t h i s s u b j e c t . 

-9-



V e r i f i c a t i o n 

STATE OF NEW YORK ) 

) ss 

COUNTY OF NEW YORK) 

Donald N. Nelson, being duly sworn, deposes and says tha^ he 

has read the foregoing Statement, knows the contents thereof, and 

that the same are true as stated to the best of his knowledge, 

information and b e l i e f . 

DONALD N. NELSON 

Subscribed and sworn t o 
before me t h i s "2 »-ŷ  day 
of October, 1997. 

Notary Public i n and fo r 
State of New York. 

Notary Pubi c. State ot Ne* Vw* 
No 60 9f!?0426 

Oujlrt>«J in Wesfc''<'ster Count* 
Commission tipues Sept 30.199^ 
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SOUTHERN TIER LINE 
Th« S o u t l i e r n T i e r i« o w n a d by C o n s o l i d a t e d Rai l 
Corpofat .on (Conf. ,11. Passenger .e rv i ce .» p rov ided by 
Metro N o r t h . N J TRANSIT T.metable end Bul letm Order 
18 m eMect for m o v e m e n t , on the Southern Tier Line 
-on rn i l wi l l qua l i fy , | . o w n employees on (he phys ica l 
chernc tens t ics of the Sou thern Tier Line NJ TRANSIT 
w i l l q u a l i f y , t , o w n e m p l o y e e s o n t h e p h y s i c a l 
chnrncter is t ics . 

•HI 
111 m M m 
i 

Po«t 
31 3 
31.9 
34 5* 
37 2 ' 
44.9 • 
47 a • 
50 2" 
55 0* 
55 5 -
6 3 . 4 ' 

64 7 • 
65 6* 
66 5-
7 1 . 3 D ' 
71 S D ' 
74 CD' 
69.1 • 

73 8 • 
75 0 ' 
79,7' 
86 7* 
87 5 
87.9 
89 9 

Stations 
DIVISION POST (CR) 
HILLBURN (Hand Crossovor) 
CP STERLING (INT SlootKburg) 
TUXEDO 

CP H A R R I M A N (INT, Sid.ng, 1 5 5 9 4 It Note 3) 
CP C E N T P - L VALLEY (iNT) * 
WOODBURY V IADUCT 
M O O D N A V IADUCT 

CORNWALL/SAL ISBURY MILLS 
CP H U D S O N J O T ( INT, H u d s o n S o c o n d n r y 
Siding. 6 0 6 0 f t ) 
CP HALL (INT) 
CAMPBELL HALL 
WEST HALL (Wolden S«c ) 
RED ONION (Note 2) 
M IDDLETOWN (Note 2) 
FOUR STORY JCT (Crawford Ind Trk Note 2) 
CP HOWELLS (INT, S.dmg 2 4 1 8 2 ft , M .dd lo town 
Ind Trk Notes 1 and 2) 
OTISVILLE 
CP OV (INT) 
EAST G R A H A M 
CP BC (INT) 
PORT JERVIS 
' 'A (Hand Cros fove r ) 
CP SPARROW (R Selkirk,CP) 

"Single Track 

No,« 1: MMe posts ( ,om CP How«l ls t,. CP S p m r o w 
indic. i ios former Mem Lino 

N..to 2 " D - donotos dup l . . . , , . M„U,pos, . I , „ . W . , « M MP 
69 0 ( l uough MP 76 6 .nclus,v« 

Nnt« 3 SriMcidl Ins t ruc t ion 1000 J ,n nK^. i 



E^k:yzt f 

i 
WW 

lleS 

SAMPLE FARES 
Effective November 12> 1995 . 

Between 
Hoboken and 

One 
Way licurvion Inp 

SI nur C.ili;en 
S tljuiliopped 

One Way Weekly Monthly 

30b Suflem W 4.100 14? 00 

MS 
371 

Sloatsburg 
Tuiedo 

bO: I ; ? 7b 48 00 IbbOO 

449 Hammjn 6 •-! (W 3?b 49 00 157 W 

U 4 Salisbury Mills 
Cormnll 77b 11 7b 74 00 375 S3 00 170.00 

667 Campball Hall 8 7b n -» TC 4?b 54 00 174 00 

n9 Mî tidl'etown 
TownolWallkill 14.-^ 4 7b 181 00 

81 ? Otisyiile 10 2b 'bbC 'i,' 00 bOO 60 00 195 00 

9£1 Port Jervis 11 bO i ; ?b IINOO b 7b 66 00 ?14 00 

E LASS OF TICKETS 
Weekly V.llid t ium •.>.i;,.M,iy it u .mj l i ( inKiy l i ! ttit.' yv<Hjk toi 

wf i i c t l ibSiXJO Wi - f ' k ' v • ' ' ''V piiM h . i - . rd 

i;iwimoi-H;iix} li>ui-..'. i. ' >; i- ' • .s' > ti 
ticki.'t IS hok) 

Month ly 1 ' 
•.•..,.•^1 K' , 

H o u i u l t i i p I 

h i l i l M ' i i 

' ( A t l » t l 

I T . . If H (• 

II 

ii 
i 

! 0 ' 
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VERii i r :n . S T . A T F M F N T 

OF 

HOW.^RD P F . R M U T 

M\ name is Howard Periimt and my business address is .147 Madison Avenue. New York. New 

\o ik 10017. 1 am Vice I'resRiciU ol Plannmi! and Development lor Metro-North Commutct 

Railroad ("Mclro-Norlh"). a position 1 have held since IWl I rom \9H} ilirouuh \99\. I was 

Director ol I'ianmng and Marketing; tor Meiro-North. 

Metro North has funded commuter railroad passenger service between Hobt)ken, New Jersey and 

Port .lervis. New York since .lanuary I . ]9H?i This ser .e is operated by NJ Transit Rail 

Operations. Inc. ( NJ Transit' ) under an operating agreement with Metrt)-North and is an 

extension of N.I Transit's commuter service beyond the limits of its territory at Suffern. NY. 

Metro-North recently successfully renegotiated a new cimtract with NJ Transit th;'t grants Meiro-

Noriii explicit rigiits to signilicaiiii\ expand service in the future as well as commits Metro-North 

lo fund certain capita! impnnemenls to meet projected gro\vih in ridership (described in more 

detail beK)v\). 

( irouth 111 Port Jervis Line Service and Ridership .Since 1983 

The amount of ser\ ice prov ided (in the Port Jer\is hnc and the number of customers making use 

ol lhe line ha\c both grown dramaticall> in ihc fourteen >ears since Metro-.North started funding 

and improv ing the ser\ ice (.Sec fable I attached). 



The overall number of trains operated weekly on the Port Jervis line has increa ed from 22 to 

W (corresponding to an increase of .15t)',;. l^W: lo present) winie the number of customers using 

i!ic line grew 69% between U)S4 and (the last year for which complete data is available). 

Rctlecting the fact that the Port Jervis line serves both commuters and discretionary ridersnip 

markets. Metro-North has increased service on the line during both peak and off peak periods 

on weekdays as well as on weekends and holidays. 

Projected (Jrowth in Port .ler\is I.ine Ser\ice and Ridership: 19% - 2020 

Oi.ini'f County population is projected to be the fastest growing county in the MTA DistriC over 

the next ten years I uithcrinoic. the Count) is experiencing significant demographic change by 

becoming im>re ol a residential service area to the Manhattan and New York City job market. 

This trend will be accelerated h> the completion of the Secaucus Transfer station in 2002. lhe 

opening of tins new link in the transportation network will for the first lime prcn ide Port Jervis 

line cust.Hiiers commuter .ail access to midtown Manhattan uit Penn Slatitm). I'orl Jervis lii^e 

customers (as well as customers using other NJ Transit Hoboken Division rail lines) destined 

for niidi n\n Manhattan will be able to transfer to Northeast Corridor rail serMce al Secaucus 

iheicb} receiving a sig, "icantl) faster and more reliable trip than tiiey could previously get by 

iiansferrmg lo PA 111 service al Hoboken. lhe reduced lra\el lime and impn>\ed reliability for 

travel t l ' Midtown is expected to produce significant gains in rail ridership. both by improving 

Metro-North's market siiaie among Orange County residents curreiiil\ making such trips to 

MiJiowii as well as b\ spurring overall higher growth in \oU\\ travel lo Midtown from the 

Countv in the years following ilie opening ot the Iransfer .station. 



In lotal. this will result in significant increases in Port Jeivis line ridership over the next 23 

years. Hy lhe year 2020. total annual ridership on the Port Jerv is line is projected to grow to 

2 1 millit)n (corresponding to a 17.v; increase from \99(̂  levels) and Metro-North plans to 

increase the number of trains operated from W lo 20} per week (increase of ) during that 

s ime 2.'̂  year period. 

Port .fervis Line Capital Kxpenditures 

In support ol the major serv ice improvements ihai have aireadv been made or are planned in the 

near future. Metn^-North has made major capital improve.iienis on the Port Jerv is line. Overall. 

Metro-North has expended SlOl. 1 million (1W7 S) in capital funds on the line since 1983 (.See 

Table 3 for details). Ihis includes Metro-North s contribution of S.S3 million t(mard the 

consiruclion of the Secaucus i ransfer station now underw.iv in the Meadovvlands. 

I his monev is in addition lo the significant capital iinestmeni made b\ New '̂ \>rk Slate DOT 

in the early 1980 s lo upgrade the portion of the Port Jervis line between llarriman and 

.\liddleU)wn. riiis work included major track leliabilitalion. signal improvements, and the 

construction of tliree new rail stations and rehabililation of one major station with associated 

parking. 

In addilu>n. Metro-North esiim.iies lhal an investment of .S93 .S million, of which $88.5 million 

is lor light of wav improvcmeiils. would be needed lo bring the Pon Jervis I.inc to a pn>per 

cor.dilioii to accoiiiiiiodale a reasonable level of passenger service and fieiglil operation. 

1 inally. Metro-North has developed plans for $104 million (1997 $) worth oi additional capital 

improvements on the P»Mt Jervis line to support the railroad's long-term serv ice expansion plans 

lor the line llirouuh 2020. 



TABLE I 
PORT JFRVIS LINE: HISTORICAL GROWTH IN SI RVICE AND RIDERSHIP 

HISTORICAL RIDI-RSHIP TRllNDS 1984 1996 

1984 1996 CHANC.i: 
{•ROM 1984 

1 ANNUAL RIDES .S16.29() 871.848 -f 69'/; 

III.STORICAL IRIvNDS IN SI RVICI. PROVIDI D 1982 1̂ 97 

# TRAINS ( ) P E : R A H : D 1982 Oct. 1997 '< Change 

W I T : K D A Y P I : A K 4 10 + \5(n 

WT IXDAY OEI P I : A K 0 7 NA 

lOTAL "W EEKDAY 4 17 + 32.S'A 

\VT l-KEND 

•( 
13 + .550% 

TOTAL \VE.E;KLY 99"* + 3.50% 

Includes Eriday only train 



TABLE 2 
PORT JERVIS LINE: PR0JECTE:D GROWTH IN SliRV'lCi; AND RIDERSHIP 

PROJECTED R I D I : R S I I I P T R I : N D S ; 1996 2020 

1996 2020 

ANNUAL RII)i;S 871.848 2.121.7(M) 

'< C H A N G E : I R O M 1996 - + I737r 

ANNUAL AVG C.ROW TIl RATI-; 
1996 - 2020 

+ 4 3%/YR 

I 0 N G - T I ; R M ST:RV1CI PI A N : 1996 2020 

# TRAINS OPERA TI I) Oct 1997 2020 

WI I KDAY P I ; A K 10 16 

W I T : K D A Y O E I P E A K 1 
1 17 

TOTAL W E I : K D A ^ 17 33 

W I I K I N D 13 - T 

.> / 

TOTAL WI I KLY 99* 203* 

C H A N G E ; I R O M 1997 - + io5'>; 

Includes Tridav onlv trains 



TABLE 3 

PORT JERVIS LINE 
Capital Expentditures 

PROJECT 1 SS 1997 

EXPENDED 
Purchase 17 Coaches $23.0 
6 Locomotives 9.6 
Rebuild 1 Locomotive 13 
Station Improvements 2.7 
Parking improvements 11 
Secaucus Transfer (Des.'Contr) 563 
Port Jervis Capacity Imp Stu(dy 06 
Port Jervis Yard Improvements 44 
Misc. Improvements 2.0 

Total Expended $101,1 

FUTURE - Immediate 
Purchase 2 Locomotives 50 
Signal Cable (58 Miles) 140 
Electronic Signal System 334 
Continuous Welded Rail (48 5 Miles) 29.1 
Tie Replacement/Surfacing 120 

Total Immediate S93 5 

FUTURE - 2020 Service Plan 
40 Coaches $52.0 

6 Locomotives 27.0 
Staiion/Parking Improvements 15,0 
Passing Sidings Improvements 10.0 

Total FuL .'e - Service Plan SI 04 0 

TOTAL S298 6 
Note This excludes the cost tc maintain existing roiling 

stock and infrastructure m a state of good repair 

TilG PJPURCH 



V e r i f i c a t i o n 

STATE OF NEW YORK ) 
) ss : 

COL.,rY OF NEW YORK ) 

Howard Permut, being d u l y sworn, deposes and says t h a t he 

has read the f o r e g o i n g statement, knows the co n t e n t s t h e r e o f , 

and t h a t the same are t r u e as s t a t e d t o the best of h i s 

knowledge, i n f o r m a t i o n and b e l i e f . 

HOWARD PERMU' 

Subscribed and sworn t o 
bef o r e me t h i s 20th day 
of October, 1997. 

Notary P u b l i c 

flt\^^ E MUG m 
notary Publ'C, Slate ot Ne* Yofli 

No 60 ?fl?04?6 
(Juitif'ed m Wesfc*i»stef Count; 

Cc^T-'r/on E»pire3 Sept 30. 1' 
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ANOUS S KrN(\ J\ 

I \ I 1 ( i | \ ! M N I - : 

D l i l ' A K l .Ml. s I o ; I k AN.SPORI VI !()N 

I ' - S I . M I . I K i l S h . S l A i l U N 

. \ r ( . i ; s i . \ . M.MNi: 

JOHN G ME-LROSE 

Octcocr 20 

Honorable- Vernon .A. Williani.s 
.Secretary 
Surface Transportation Hoard 
1925 K Street, N.W.. Room 700 
Washington, D.C. 2()42.V0()()1 

OCT 2 I 1997 • fljj 
MAil 

RK: Finance Docket No. 33388, CSX Corporation and CSX Transport:«tion, Inc., 
Norfolk Southern Corporation and Norfolk Southern Railway Company — 
C;(ntn'l and Operating l.cases/Asreenient.s — Conrail Int. and Con.solidatcd 
Kail Corporation - Tr->nvifc, of Railroad Line by Norfolk Southern Railw ay 
Company to CS.X Transportation, Inc. 

Dear Secretary Williams: 

Although the undersigned coniplicd with Decision No. 21, dated August 19, 1997, by 
.sciving copies of all filings predating Decision No. 21 o each Party of Record named i i>--~~^ 
Decision No. 21, a Certificate of Service was not filed xsilli the Surface fiaiisponatioiniaoid.. ') 

Accordingly, pursuant to Decision No. 21, we enclose an original and ten (10) copies of 
Certificate of Ser\ ice evidenc-'.g that eacti Party of Reci rd was timely served in accordance with 
tlie terms ot tliat Decision. 

Vcr>' truly yours, 

ilobert D. Hldcr ^ 
Director 
Office of freight 1 ransportation 

RDIl'cm 
r ncs. 

I I U M-M.'N, O r i ' A K l N t l M ( ) I I K K T \ I 1 0 \ 1^ K \ \ M l K \ l M i \ | M l l n N OI ' l 'OK I T M r ' l I M P I O V t R 



ci-Rin ic .\Ti:(>T SI R\ ICT: 

I hereby c e r t i f y that on August 27, 1997, a. copy cf a l l 
State of Maine Department of Transportation f i l i n g s i n ST'B 
Finance Docket No. 33388 made p r i o r to receipt of Decision No. 21 
was served on each Party of Record designated on the service l i s t 
attached to Decision No. 21 by f i r s t - c l a s s , U.S. mail, postage 
prepaid. 

Robert D. El .er. Director 
Office of Freight Transportation 
State of Maine 
Department of Transportati .)n 
lb State I'ouse Sta t i o n 
Augusta, M.ine C4333-0016 
Tel: (207) 287-2681 

RDE/el:cm 



STATh nt M.Al.M-; 

Dr-PARTMKNT 0\ TKANSFORTATION 

16 STATh i icn SI s r .v r ioN 
AUGUSIA. M A I N t 

(14 m- (^ ( l l<^ 

ANGUS S KMC r\ 

October 20, 1997 

JOHN G MELROSE 
C O M M I S S I O N E R 

Honorable Vernon A. Williiuns 
Secretary 
Surface Transportation Board 
1925 K. Street. N.W., Room 700 
Washington, D.C. 20423-0001 

•••r 

£l\ 
MAIL t~l 

RE: Finance Dockei No. 33388, CSX Corporation and CSX Transportation, Inc., 
Norfolk South rn Corporation and Norfolk Southern Railway Company --
Control and (^peratinj; Leases/Agreements -- Conrail Inc. and Consolidated 
Rail Corporation Tran.sfer of Railroad Line bj. Norfolk Southern Railw ay 
Company to CSX Tran.sportation, Inc. 

Dear Secretary Williams: 

Although the undersigned complied with Decision No. 21, dated August 19, 1 ^97, by 
serving copies of all filings predating Decision No. 21 to each Party of Record nanied in 
Decision No. 21, a Certificate of Service was not filed wilh the Surface Transportation Baord. 

Accordingly, pursuant to Decision No. 21, wc enclose an original and ten (10) copies of 
Certificate of Serv ice evidencing that each Party of Record was timely served in accordance with 
the teniis of that Decision. 

Very truly yours, 

Robert D. Elder 
Director 
Office of Freight Transportation 

RDE/cm 
Encs. 

Tin: M A I M ; DI : IV \RTMENT OI- TRANSPGRIATION is A N A F M R . M . M I V L ACTION - EQUAL OPPORTUNITY EMPLOYER 



cr.R rinc.'\Tr, or SERVICE 

I hereby c e r t i f y that on August 27, 1997, a copy of a l l 
Sta'-e of Maine Department of Transportation f i l i n g s i n STB 
Finance Docket No. 33388 made p r i o r to receipt of Decision No. 21 
was served on each Party of Record designated the service l i s t 
attached to Decision No. 21 by f i r s t - c l a s s , U.S. n a i l , postage 
prepaid. 

Robert D. Elder, Director 
Office of Freight Transportation 
State of Ma-ine 
Department of Transportation 
16 State House Station 
Augusta, Maine 04333-0016 
Tel: (207) 287-2681 

RDE/el:cm 
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TTI) 3 

HKFORi; Till SI RKA( I TRANSPOR ! ATION BOARD 

( SX ( ORI'OR V| | ( ) \ AM)( S \ TRANSPOR I M iON. I \ ( .. NORFOLK SOI TMFRN 
( ORPORA TION AM) NORFOLK SOI THLRN R vILW ( OMiVVNV 

--(ON ; ROL AND O P F R \ TIN(; i.FASL/ ' . ( .RFFMFN TS-
( ONRAIL, INC . \ N D ( ONSOI ID VTFI) RAIL ( ORPOR M ION ^ ^ ' ' 

V , 

— FINAN( F DO( KFT NO. 

OCT 2 
rOMMFNTSOF TUF 

f R \ N s r O R T \ i lON TRADi S D L P A R T M L N T, \ F L - ( IO 

J! 
1 he I ransportation Trades Department. . \ i l -CIO. ( 1 I D) submits these cimiments on the 

control and operating leases .igreements application ot the CSX Coiporalion (I'SXC). CSX 

I r.insportation. Inc (CS.X I ). Norfolk Soiaiicin ( orporation iNSCi. Norfolk Southern Railua> 

C ompan> (\SR). Conrai! Inc (CRR). and Consolidated Rail Corp.mition (CRC) (referred to 

throui:liinil as the Applicants).' 

I l l ) consists of 2*̂) unions representing; millions of workers in the transportation industrv . 

including the 1 > unions that make up our R nl I ahor l ) i \ ision. \s the umbrella oruaui/ation fo. 

'CSXC u'ul CSX I will he reierred t.) as CSX. NSC and NSR aie referred to as NS, CRR 
and CRC are reL'ired to 's C onrail. 

A complete lisi of i I D's affiliates ;s attached at \ - l . Specit"icall> . the Rail I abor 
DiMsuMi consists -il tlie lollowing unions: .Xmericar, Irain Dispatchers Department; P (nherluH>d 
ol I oct>nu>ti\ e I ngmecrs. Brotherhood v>f Maintenance ot W . i \ I iiipKncs; Bri>therhood ot 
Railnvid Signalmen; Hotel 1 mplo>ees and Rest uiiant I nipK \ees Cnion; Internati-Mial 
Association of Machinists and .Aerospace Workers. lnlern,;;vMiiil Bnuherhood of h.-.ilermakers. 
Blacksmiths, f orgers and Helpers; International Brotherhi>od of IMcetrica' Workers; National 
Confeivnce v>f I itvmcn Oilers. ST H Shcei Met.il W orkers Internalional .Association; 
1 Vansportation • Communications Internalional I nion. I'atispoii Workers Cnion of America; 
and I lilted I lansptirtalion I nion. 



ir.'. portation labor. TTD has a direct interest in the break-up of Conrail and the effects this 

transaction will ha\ e on workers, communities and businesses that depend on a safe, efficient ana 

competitive rail industrv. 

At the outset, we note that \anous rail unions (either individualK or as a group) have 

submitted comments with the Board on the particular problems that .nis tran.saction will have on 

their members. W e uige the Board to consider these comments as these unions offer a unique 

perspective and a le\el of e.xpertise thai will no doubt help the Fioard meet its statutorv obligation 

to protect not only empUnees. but the overall public interest. 

The plan submitted b\ the Aj plicants is 't.self unique and unprccedentco in the C S, rail 

historv. Ne\ei nelore has a large, economicallx | rosper iu.- rail carrier been ""partitioned" b\ its 

retj.ional rivals. The fact is that neither CSX. NS. or Conrail ha\ e stated an\ compelling rea.son wh. 

tnis tran.saction i:c..u.> to occur. I nlike the storv presented to the Board in the l nion 

Paci tie'Southern Pacific (I'F'/SP) merger, none of these carriers can claim to be on the brink of 

bankruptc\ and there is no competitive imperative that ii .ê  the dismemberment ol" Conrail 

necessars or inevitable. 

W hile this tran.saction ma\ make stockholders more weaithv or provide ti>p executives with 

generous pe.sonal gains, the Board s role in reviewing this mammoth transactiiMi is defined in 

statute Sp'.-cificallv, the Board can onlv approve a merger or control ot a Class I railroad (which 

obviousiv i'>K\impasses the break-up ot ( onrail) il the B'Uird finds that ""the transaction is consistent 

vvitli the public mteresi," 4') C.S.C v; 11324(c). In making this determination the Board must 

' IT.e I nited I ransportatK>n Cnion. while sharing the > v erall concerns about this 
transaction expressed herein, further detail their conditional opposition in ils separate comments. 



examine a number of factors including '"the effects of the proposed transaction on the adequac;. of 

transportation lo the public" (49 I .S.C. v; 1 l.>24tb)( I )). ""the interest ot rail carrier empovees 

affected b\ the proposed transaction" (4̂ ) I'.S.C ^ 11.324(b)(4)) and "whether the pn>posed 

transaction would have an adverse effect on competition among rail carriers in the affected region 

or in the national rail system " 40 [ '.s.C 1 I 324(b)(."!). 

't is clear that the trans;'t.tioM. as proposed bv the .Ap(ilicants. simpiv Joes not meet this 

standard. If the Boanl allows the Conrail dismemberment to proceed, close \o 3.()()() workers will 

Ki.se their jobs, thousands p.ore will be asked to move, collective bargaining agreements (( B.As) will 

be unilaterally broken, safetv will be Jeopardized and efficient, competitive rail service will be 

threatened. 

I he jî b Kiss projections and the CB A issues are clearlv laid out in the operating pKin. And 

we need onlv look at the lecentlv completed CP SP transaction io understand the impact on rail 

safetv and serv ice depenoabilitv when cairiers engage in mega-mergers with little regard for anything 

iitlier than the bottom line.' As the Board evaluates the facts ot this transaction, it should I..'come 

clear that the proposal submitted by the Applicants is not in the public interest and therefore .aiinot 

be accepted.' 

'It is significant that two months ago. the Department of I ransportatuin announced that in 
preparativin for the consideration ot the Conrail break-up. the f ederal Railroad .Administration 
would conduct a comprehensiv e investigation o! the safetv issues inv olvect in the priipiised 
transaction. Secretarx Rodney 1-. Slater stated that " vve recogni/e the ditficulty in successfully 
integrating railroads. In the pending merger, vve want to assure that these railroads maintain th " 
highest levels of satelv." 1 RA 17-̂ 7 (Augu.st 21. 1W7). 

" \ttached at A-II is a policv resolution uiianimouslv adopted bv I I D's Txecutive 
C omniiltee that det;iils tlic concerns that tiansportation laK>r has regarding the Conrail break-up. 



I. The proposed triinsaction harms employees hy cuttinj; j<ths and foreiiiv; workers and 
their Tamilies to relocate. 

Tven the Applicants admit that this transaction will harm manv ot the thousands ot workers 

that have dedicated thenvselves to making these railroads highlv profitable enterprises The operating 

plan clearlv states that net job loss will be 2.(i.'̂ () and thou.sands more will he required to move in 

order to keep their jobs. Tven this projection is in all T- ihood low. As we have seen in past 

mergers, the oj .ratmu plan submitted bv the applicants is not binding aiiJ nothi'v ensures that 

additional jobs may not be cut once the transaction is approved. 

I he labor impact picture is turtlier clouded hv the Applicants' assumption that a number of 

jobs V ill be created in part hv traffic divcrsiiui from trucks and other railroads 1 here is of course 

no guarantee that these projections are anv thing but hv perbole and theretore should be dismissed bv 

the Board as attempts bv the Applicants to gloss ov.-r the true job impact ol their tran.saction. 

Moreover, mhereni in the .Applicants" job gain projections is that working men and women 

employed by other railroads v>i in the motor cairier sector will be harmed i'V the Conrail bieak-up. 

SimpIv becau.se the Applicants claim that thev will be able to use their market powers to steal 

busine;,;< from competitors, the Board s!iould not be compelled to buv into the .Applicants" grosslv 

understated job impact analv sis. 

W e would maintain that as the B-iard takes steps to protect the public interest, it must lake 

into account the overall effect this will have on workers including the eciinomic insecurity that will 

suiclv be inspired bv the approval el this application, l o examine this transaction onlv using 

.Applic.mt-proiected iob cuts and jobs created diminishes the real impact of the Conrail break-up on 

workm-: t;miil;e-- .iiid their communities. 

'Subsequent submissions bv the Applicants mdicate that this number will increase to 
3.000. See supplemental labor impact statement filed .lulv 7. 1997 (CSX-NS 26). 



'n this transaction, as in other rail mergers that this Board has recentlv considere i. the 

.Applicant,; attt-mpt to further mask the negativ c impact that will befall workers bv claiming that New 

York Dock and other worker protections will appiv. This assurance is trom an industiy that regularlv 

expends massive resources to utilize everv loopho'j at their disposal to evade actuallv makine these 

protective payments to affected or banned emplovees. While these tv pes ot benefits were designed 

to make employees whole for a period of up to six vears at'tci the appniv al of i merger 'ir similar 

transaction. lecent decisions bv this Board and ils predeces.sor. the l.iterstate Commerce Commission 

(K ('). have made it extremelv dilticult tor rank-anu- lie members to actuallv obtain these benefits 

if a raihoad contests their eligibilitv as thev regulariv do, iia.sed on the v ast experience of rail union,': 

Ki past mergers vve know that simpi because an emphn ee loses his or her job as a result of the 

( onrail split-up does not automatically entitle that emplov ee to a single dime under New York Dock. 

first, an emplov ee must prove to an arbhrattir that his or her job was eliminated ""as a result" 

ol the sale and subsequent break-up of Conrail. Once tne Board approves a iierger. it is not 

uncoinnioii tor the carrier [o subsequentlv announce wholesale operational changes resulting in 

additional job cuts which the carrier will maintain are not related to the merger and therefore not 

eligible for New York Dock T . en if an employee gets a favorable awa d from aii arbitrator, this 

decision can be appealed to the Board tor reversal and. it aflimied. appealed further to the 1 ederal 

Courts Needless to say. an unemployed worker needs compensation when he or she first loses a job 

— no[ three or four vears latei. 

I he carriers can also get around New York Diick bv offering the emplov ee ""comparable 

emplovnient " v inualfv an> where in the railroad svsien. uid deiiving benefits it the employee refuses 

the otter I his course of action forces an emplovee. vvhii is unable to mme. into an extremelv 

difficult position. In fact, in this transaciu :i the carriers are ask;ng the Board to approve expansive 



seniority districts making this predicament even more troubling This problem with New 'fork Dock 

and tlie other labor pmtections touted n\ the Applicants under.srores the point that the Board cannot. 

as the Applicants would prefer, ignore the imp:>ct ihis deal will have on workers by simply promising 

that appropriate protective conditions will apr'lv 

The long and drawn out process of New ^ drk Dock stands in stark contrast to the switt and 

generous payments that the • plicr.nts have carved out tor top executives More than SI bill. m. or 

appro.ximatelv 10 perjeni o! the value ol this transactiofi. 's reserved lO pav-off outgoing senior 

Conrail management including David 1 e\'an who st mds to receive a S22 million uv.'.de" parachute. 

W c would maintain that rank-and-file vvorkers deserve similar level of certaintv and securitv as 

thev confront the prospect of losing their jobs and the daunting t isk of supporting their families. 

n . The proposed transaetion improperh seeks t«> abrogate existing collective 
har^iiainini;;»,reemeTts «hich should not he sanctioned b\ this Board. 

Tven the rosiest New York Dock promises will not mitigate one of the most troubling a; -Cts 

of the Conrail break-up: the intent of the .Applicants to use approval of the transaction as a tool to 

cancel out and unilaterallv change collectiv e bargaining agreements made between the mdiv idual 

carriers and their unions I he Applicants claim that the changes thev are seeking are ""n< .essarv to 

prov ide inipriiv ^d serv ice to shippers and achieve greater eflicicncv and utilization of capital in rail 

operations • \'o!. 3B ol S at 498-499. Thi- plan further emphasizes that the ""changes in collective 

bargaining agreements and peisiMinel assignments ... will be essential to allow CSX and NS to 

achieve the etficiencics envisioned in their respective Operating Plans" jd, at 490 

I he terms and conditions of empkn "lent that the Applicants are seekmg to ch< nge are 

currentlv established in contracts that the carriers have voluniarv agreed lo toUow Despiti.' ihe 

\tt.iched at . \ - l l l IS an ailicu nublished in the New NCrk I imes that further dci.cribes 
this sweetheart deal t<ir Conrail senior executives. 



claims offered bv the carriers, thev have not offered any compelling or credibi • • reason whv the far 

reaching alterations to p. iv utelv negotiated union contracts thev a.e seeking are necessarv hir the 

conif letion of this transaction, for example, to defend their request that their labor contracts must 

be consolidated, the carriers have argued that a single pav sv stem established in one contract will be 

less expensive to administer. Not onlv have t ie Applicants failed lo offer .inv studies o. other 

ev idence to back-up tl;is claim, we simpiv do not believe that this is justification tot discarding one 

collective bargaining agreement in favor ot another. 

We also object to the intent ol t'ne carriers to ""cherrv -pick" the agreements th.at thev find mo.st 

faviirablc. If the .Applicants find it necessarv to change collective bargaining agreements to obtain 

a more advantageous labor situation, then thev should sit d<ivvn with 'heir workers and negotiate 

these changes. What thev should not be permitted to do is use a governnv.nlal bodv to make these 

changes based upon a tortured interpretation of the law It must be emphasized that the abrogation 

of collective bargaining agreements directly harms employees. The Board cannot appriue the 

operating plan, with its total disregard for the existing h.bor contracts, and maintain that it is 

protecting the interest of employees or otherwise preserving the public interest. 

III. Based on both the le sons learned from past mergers and the specific provisions 
contained in the operating plan, the proposed transaetion raises a number ot'questicms 
related to the safety of workers and the public which have not been adequately 
addresstd b\ the .Applicants. 

In evaluating the effecl this transaction will have on .safetv. the Board must not onlv examine 

the operating plan, but it alsii nui.Nt consider the impact that past mergers hav e had on the abilitv of 

the carriers involved to maintain a safe transportation svstem. A little over a vear ago. the Board 

approved the CP SP merger despite vocal concerns expressed bv la*".'r. shippers and atfected 

communities. I nfortunatelv. ni.mv ot these conct-rns havx- become .i realitv as we have witnessed 



unprecedented safetv and serv ice problems that are confronting these railroads as they attempt to 

merge their operations.̂  

Tiarlier this year. Union Pacific sufTered a string of lajor accidents that resulted in the death 

of sev eral employees and called into question the abilitv of the carrier to conduct a consistently safe 

operation. In response to these conccriis. the federal Railroad Adminisimtion (I R.A) instituted an 

intensive rev iew of! P's operations that required the work of 80 inspectors examining almost even-

facet ot the railroad. I he TR.A d.temiined that manv of the safety problems confronting the railroad 

could be directlv traced t<i conditions forced on employees. TR.A Administrator .lolene Molotoris 

stated that there was ""widespread .'.,!fet\ deficiencies in the area ot training, dispatching, and 

employee fatig- e . " I R A |9-i)7 (September 10. |9')7) Specificallv. the report submitted to CP 

cited the following safety areas where the railroad has been deficient: 

• Dispatching fatigue. TRA inspectors found evidence of heav y dispatcher workload and 
stress. 

•Operation compliance. I he TRA found ev idence that there is no mandatory process in 
place for adv ising or educating employees on operating rules. s\ stem-wide instructions and 
local operating restrictions. 

•Operating with defective equipment. The IRA found c.<?mr'es of CP train crews being 
ordered to move trains that had defective equipment, despite protests to supervisors. 

•Crew management. I he TRA found that 1 'P crews are working longer lunirs and getting 
less off-duty time than in th'" past. I here was .som evidence of crews bein^ left on trains 
after their hours of service had expired. 

• Harassment and intimidati(m. I he T R A found widespread evidence of emplovees being 
harassed and intimidated to cover unfamiliar territory, to not report defects and to not report 
injuries. Id, (emphasis added). 

' Attached ;it .A-l\ a-m is a sample of articles chronicling the .safetv and .serv ice problems 
that have befallen I P. 
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It must be noted that as a condition of the merger, the Board mandated that ""CP'SP shall 

compiv with all applicable TR.A rules and regulations in conducting operations ..." l^nion Pacific 

Corp.. et al. — Control and Merger - Souihern Pacific 1 ransp. Co.. et al.. f inance Docket No. 

32760. (.Aug. 6. 1996). .Appendix ( i . item 13. This nas obviously not occurred. I he Department of 

1 ransportation recognized this fact when it recently commented to this Board that "the safety of 

operations on the combined I'PSP and on the nevviv extended BNSl is of paramount umcem. 

Troubling incidents have occurred that warrant an inv estigation in order to detenninc the full extent 

of probL-nis associated with the merger or its conditions." Comments of Dept. of Transportation 

(D()'T-1). I'nion Pacific Corp. et al. — Scu'hern Pacific I raiisp. Co. et al. (Oversight). I inance 

Docket No. 32760 (Sub-No. 21), It is clear, that in the interest of proceeding with their transaction. 

IIP disregardeil certain safetv precautions and pushed a depleted workforce to operate a railroad in 

an unsafe and unacceptable manner. 

C S.X. NS and Conrail have already attempted to separate then transaction from the problems 

1 P is experiencing and have maintained that thev will adopt a ""go slow"" approach that will ensure 

that their merger will be different. Rip Watson. Buyers Vow Patience in Absorbin;; C onrail. .1. 

v'ommeree. Sept 16. 1997. While these assurances sound promising, it must be noted that before 

the problems of I P became public. NS and CS.X had planned to move aggressiv elv to complete the 

transaction once it w as approv ed bv the Board. Jd. In addition, many of the same promises of 

efficient transportation with les.> employees made bv CP and SP are also being put forth bv the 

Applicants in this proposed transacticMi In '"act. CSX is aireadv experiencing .safety problems which 

will further hamper their abilitv to .safely complete the large-scale break-up of Conrail that they are 

askiu!.: this Board to bless. 



In evaluatine the operations of CSX. the TR A relea.sed a report just last w eek that detailed 

a number of safetv shortfalls that confront CS.X. 1 R.A 2'̂ -̂ '7 (Oct. 16. 1907, 11 .̂ report found that 

there needed to he more comprehensive emplovee training, a policv to eliminate a culture of 

harassment and intimidation, and a need to improve dispatcher communications. Id, These 

problems, combined with inherent safety challenges a mammoth mereer presents, are especially 

troubling giv en the fact that together the three .Applicants transport a large volume of hazardous 

materials in some ot the most heavily populated communities in the nation. 

fhe Board must ensure that the problems that are facing I P do not occur in this transaction. 

W e would note that the operating plan submitted b> the Applicants rai.ses a number «if operational 

concerns Iluit may affect safetv. Senioritv districts will be greativ increa.sed forcing emplovees to 

work 111 unfamiliar territories, maintenance workers will be cut. change in inspection points may 

make effective train inspections more difficult, and overall employment levels are to be reduced 

leavmg the remaining workforce to do more with less.' Maintaining a .safe vvork env ironmeni is onu 

of the most important priorities hir rail vvorkers and their unions, fhe interests of emplovees cannot 

be protected it thev arc forced to vvork in an environment where their employers, in an effort to 

quicklv realize the financial benefits of a merger, jeopardize their safety. 

I \ . I he Board must ensure that the proposed transaetion will not jeopardize efficient, 
reliable and competitive rail transportation. 

CP is also experiencing tremendous serv ice pmblems that must be examined to ensuie that 

a similar snualion does not arise as .1 result oi this tr.ins.iclion One shipper, responding to the 

chronic ser\ ice j rublems that are plaguing I P. recentlv stated. " It s a total disaster No one could 

ever im .gme it would be this b.id." 1 )aniel Machalaba and \nna W ilde Mathevvs. I nion Pacific Tie-

r i D supports the comments submitted by indn idual rail unuins detailing the sateiy 
problems create 1 bv the i>perating plan as thev relate tii their individual cratts 
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ups Reach .Across licononiy. Wall St. .1.. Oct. 8. 1997, I he service pmblems are afTecting virtually 

everv sector ol the economv (irain is beginning to pile up across the farm belt, new automobiles 

hav e to wait for deliverv . and utilitv companies along the (iulf ( oast are running low on coal and 

are being hirced to turn to more expensive fuels.'' .As shippers who are dependent on efTicient rail 

serv ice confront delays, lost shipments and irregular deliv cries, it is often their workers who see theii 

economic securitv threatened. I or example, the i 'hemical Manufai tures Association has reported 

that its member companies are liav ing to shut down plants and temporarilv lay-off workers since 

manv facilities cannot receive raw materials or send out finished product 

Again, the .Applicants are making assurances that these problems will not be re-created. It 

is interesting to note that I P made the same assurances in its campaign to acquire SP when criticism 

arose of its handling of a past transaction. CP stated in its operating plan ""this is not the most 

comfortable time hir I 'P to talk about service quality. I P has a strong reputation for high-qualitv 

serv ice. but the reliahilitv of its serv ice declined in recent months. We mav have been too aggressive 

in the wav we absorbed ( NW a lesson we will remember in connection with a I 'P'SP merger." 

\ of 3, page 61. As this statenvnt and the recent events clearly indicate, rail carriers, in a desire to 

make the latest, biggest deal, will downplay the negative possibilities It is therefore up to this Board 

to sec bevond the pmmi.ses and the projections and to ensure that efficient and reliable rail serv ice 

is preseived in the I astern haltdf the Cnited States. 

I h.e Board must also ensure that real competitiv e rail service is maintained. W bile the 

carriers involved in the transaction have continuallv claimed that this deal actually increases 

competition, it has been our experience that railroads do not engage in a long and expensive bidding 

.\ttached at .A-l\a-m are a number of articles on the satelv and S.TVICC problems 
confrontini: I P 
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war and spend SIO billion to create a competitwe environment In anv event, it is clearly up to the 

Board, and not lefi to the carriers, to determine whether competition will be preserved. 

C onclusi(»n 

fhe Board has a statutorv duty to rev iew this transaction and to grant its approval onlv if it 

serves the public interest In making this determination, the Board has the advantage of observ ing 

the pmblems that have befallen CP and the general state of rail transportation in this countrv as 

carriers have embarked on an aggressive drive 'o consolidate their operations I he result of this 

policv is clearlv evident: thousands of rail employees hav e lost their jobs, families have been forced 

to mov e, safetv is being jeopardized, and ef ficient and competitiv e rail service is being threatened. 

The operating plan submitted bv the carriers in this transaction offers us little hope that this trend 

will be broken. It is therefore up to the Board, as it considers the break-up of C"onrail. to ensure that 

rail.transportation in the Tiastem part of the nation will operate in a manner that will serve the overall 

public interest Clearlv. the .Applicants" plan to break-up Conrail. as submitted, is eontrarv to the 

public interest and therefore cannot be approv ed bv this Board. 

RespectfulIv Submitted. 

Tdvvard W ytl^ind. Txecutive Director 
l.arrv 1 Willis. H.sq. 

Transportation Trades Department. ATI -CIO 
1000 \ erniont Ave.. NW . Suite 90() 

W ashington. D.C. 2000.̂  
202-628-9262 

October 21. 1907 
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CFRTIFIC.ATE OF SFRVICE 

I, Edward Wylkind. hereby certify that, on this the 21" day of October 1997, I have served, 

by first-class mail, postage prepaid, or by more expedient means, a copy of the foregoing document 

to all parties of record in STB Finance Docket No 33388. 

Edward Wvtkind 



TTD AFFILIA TES 
Tfie Jollowing labor organizations are members of and represented by the TTD: 

.Air Line Pilots .Association 
.Amati^umatcd Transit Cnion 

American Federation of State. County and .Municipal Employees 
American Federation of Teaciiers 
.tssociation of Flij^ht .4ttenuants 

American Train Dispatchers Department 
Brotherhood of Locomotive Engineers 

Brotherhood of .Maintenance oflVay Employes 
Brotherhood of Railroad Signalmen 

Communications Workers of .America 
Hotel Employees and Restaurant Employees Union 

Internatio ial .Association of Fire Fignters 
International Association of Machinists and .Aerospace Workers 

International Brotherhood of Boilermakers. Blacksmiths. Forgers and Helpers 
International Brotherhood of Electrical Workers 

International Brotherhood of Teamsters 
International Longshoremen's and Warehou.semen's i 'nion 

International i'nion of Operating Engineers 
.Marine Engineers Bene ficial .Association 
Professional .Airways Systems Specialists 

Retail. Wholesale and Department Store Union 

Service Employees International Union 
Sheet Metal Workers International Association 

Transportation • ('ommunications International Union 
Transport Workers Cnion of .America 

I 'nited Brotherhood ofi 'urpcniers and Joiners of America 
United .Mine Workers of America 
I 'tilled Stcelworkers ot .America 

L niied Transportation Union 
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DERAIL THE C .VRVE I P OF CONRAIL 

.Almo - immediatelv at\er the Cnion Pacific, Southern Pacific rail merger was completed, 
attention turned to the prospeas of rail consolidation in the Eastern-half of the Cnited Stales as CSX 
and Norfolk Southern tNS) first sought to separately acquire and then agreed to split-up Conrail 
The Surface Transportation Board (STB^ has a statutorv- obligation to protect the public interest in 
evaluating this application and it is clear that the operating plans, as .submitted bv the earners, wili 
have a dramauc and negative impact on workers, shippers and communities throughout the carriers" 
vast rail networks 

One cfthe most disturbing aspects of the application filed bv CSX and NS is their intentions 
to abrogate and umlaterallv change the collective bargaining agreements they have made with their 
employees The earners" attempt to defend this insidious practice by arguing that the benefits of the 
Ccnrail break-up will not be realized if the expanded CSX and NS svstems are required tc operate 
pursuant to existing labor agreements Despite this claim, vve call on the STB to resist approving a 
transaction that wiil make it, as a govemmentai agency, a party to breaking existing pnvate contracts 
governing workplace issues like job protections, senionty distncts. work rules and personnel 
assignmerits Tlie faa is that the CSX and NS have tailed tc demonstrate any compelling need why 
the drastic changes thev are seeking to their labor-management agreements should be imposed by the 
STB If the earners imly believe that these wide-ranging alterations are a prerequisite to a successful 
transaction, then they should negotiate these changes with their workers on a level playing field 
through longstanding collective bargaining procedures under the Railway Labor Act. 

Not onlv does CSX'NS want to walk away fiom the responsibilities ut\der their labor 
contracts, but the earners also plan to cut over 3.400 jobs and transfer another 2,300 workers and 
their families While the earners maintain that the net job loss will be only 2.650 since approximately 
1.100 jobs will be created, these projections are based on expeaations of tratfic diversion fiom " ,ks 
and other railroads that would presumablv result in comparable job loss It must also be reme:..oered 
that the number of jobs cut is onlv a three-vear esfmate and nothing binds CS.X and NS to these 
projections In an efTort tc win STB approval and to minimize the negative impacts of the Conrail 
break-up. there is obviousiv great incentive to down-play the long-term affects of this transaction on 
workers and their t'amilies 

The earners also maintain that vvorkers who lose their jobs will be entitled to generous New 
York Dock pavnients. but expenence shows that CSX and NS will fight the pavment of these benefits 
everv step of the wav Tor example if a earner others a worker a iransl'er assignment thousands ol 
miles awav, but ihe worker, because of a familv situation, cannot accept the assignment, the employee 
will lose all nghts to these so-called "generous ' benefits The fact is that the railroad industry has 
developed and utilized every loop-hole in these supposedlv mand.itar\- worker protections, greativ 
diminishing their value to displaced rail workers We need onlv look at past mergers to see that the 
railroads will use everv means at their disposal to evade labor protection obligations to their affected 
vvorkers Moreover, while the earners will use even, means to avoid actually paying protective 
benefits to emplovees, their own calculations show that the savings achieved through job cuts - just 
within the first several vears of the transaction -- will [lu exceed their entire emplovee protection 
obliuations within several vears 
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Besic'.es direct attacks on workers, the break-up of Conrail ah.o raises questions related to 
competition, safety and environmental concerns that have not beei adequately addressed by the 
earners Because railroads fall under different anti-trust mles. for example, they t\-picallv evade the 
type of scrutiny most other corporations deal with w hen they seek to merge The same rules railroads 
have inappropnately used to break pnvate collective bargaining agreements c t̂ also manipulated to 
get around other important fed'̂ ral requirements such as environmental enforcement Moreover, 
while their actions have dramatic effects on cities and states the railroads are abb to cast aside 
locaL'state government regulations i.nd laws 

One needs to look no further than to the safety and service debacle the nation is witnessing 
in the aftermath of STB's approval last year of the Union Pacific/Southern Pacific (LT/SP) merger 
Last month, responding to 12 deaths in eight months, the Federal Railroad Administration declared 
a "fundamental breakdown in [LT/SP's] ability to effectively implement basic railroad operating 
procedures and practices essential tc safe railroad operations"" after discovenng findings of 
•'widespread safetv deficiencies in the areas of training, dispatching and employee faugue 
Moreov er, stones are spinning out across the West of lost and delayed freight shipments as the two 
railroads deal with equipment, capaciiy, crew shortage, safety and other problems The STB, which 
has called an October 27 heanng to review these problems, has an opportumty tc avcid these same 
merger-inspired disasters in the East as it reviews the Ccnrail transaction. 

Finally, while the top executives and stockholders of the three carriers stand to gain millions, 
we see little evidence that transaaion benefits claimed by the applicants will actually tnckle down to 
shippers, employees and communities In faa. quite the contrary we see a proposed transaction that 
will abrogate labor contracts, cut jobs, severely erode service quality and safety conditions, force 
mass dislocation on workers and their families, and leave the naucn with a multi-billicn dollar railroad 
industry controlled by monopolists This is not in the public interest — it is just simple greed 

THEREFORE. BE IT RESOLVED: 

•That TTD will articulate rail labor s objections to the Conrail break-up. as proposed by 
CSX and NS to the STB, and will demand that the Board take the necessary steps to protect 
workers" jobs and nghts, and preserve the overall public interest, 

•That TTD will urge the STB tc seriously consider the LT/SP debacle as a major factor ..n 
the evaluation cf and eventual ruling on the ments of the Ccnrail break-up including its 
impact cn safety and service, 

•That transportation labor will call cn the .Administration, Members of Ccng.ess. the 
Department cf Transportation, the Department of Labor and other govern.-̂ ent agencies to 
become fully involved in safeguarding workers, communities and businesses from the severe 
consequences of the Conrail break-up. and 



•That TTD will continue to coordinate a grassroots effort to educate and mobilize union 
members, shipper and communities about the negative imphcations cfthe plan to break-up 
Conrail so that these groups can voice their concerns and opposition to the STB, .Members 
of Congress, and state and local public officials. 

Resolution No. 4-97(o) 
Submitted by BRS 

(Adopted October 7, 1997) 

FOR .MORE I.\FOR.MA TIOS CALL: :02*628'9262 



Ih-; ^vn Yvrb limes 
March 14. 1997 

Conrail Chairman Could Receive $22 Million Severance Package 
By ( I IARI FS V. BA(i l I 

U;ivid M 1 uVaii. i haiiiiKin ii( ( oii-
lal l , will iiiil (>(>l (II le.id (iiif of ihc 
l<ii);('sl I.iilro.iils III t i l l ' ((uiiiliy us ho 
(IMl I ' pl.tiuicd Bui h*' will f.vi .1 $22 
inilliiiM golden |)ai;i( l iulf i l l edcr:!! 
U'Ciiliiliii s appiovc ; i pr(i|Misi?(l di'.il 
Id split Cimtail bi 'lwiTii the CSX 
C ii ipoi .'iKin and Ihc Norlulk South­
ern Coi |Hirali(in. .1 (RTSIIII c lose lo ilu-
ni poll itiDMS said ycslcid.iy 

in what ap(M'ais In lie iiiic ol Ihe 
more generous seveianie pa(kag .s 
(ur (lutgding nuinagrment in the rap 
Idly shrinking railroad indusiry. Mr, 
1 eVan is lo i(?telve more than •111 
limes Ihf jri:i9.278 111 salary and tx) 
nuscs he leeeived al ront . i i l in l')95. 
lop managers who ate disniisseil 
aie also to reicivc hefty licnelits 

A s|Hikesniaii lor Conrail derllned 
to answer ciueslioie. alimil the sevei 
.1111 e packages 

I roll) .1 lin.iiK lal ' Lnidpoinl. lhe 
(onsolaliiin pri/e lo, Mr I cVaii is 
ecil.iinlv enoiigh lo keep Ihe wull out 
ol the kiu heii and peihaps oiil ol the 
liMiig loom," said John Spythalski. 
chaliinaJi ol the department ol biisi-
ness logistics at Penis; "vania S ale 
University and a lorrn •! consul ant 

A railroad merger is 
expected to provide 
generous payouts for 
employees. 

Ill Ciinrail anil olher railro.ids 
In Oelolior, Cuniail aiid CSX 

niiunci'd a "mergei ol equals" lha» 
wduld h.ive doniiii.iled rail Ireight 
east ol ttu' Mi'sissippi Eventually, 
Ml I.eVan was tn hetome i hairman 
ol the rondiiMcd i lunp.iny Bill the 
rival Norlolk Sonlhein also w.'inled 
( oni.iil and blocked the de.il In a 
hitler lour nioiilh h.iltle lo hicak 
Ihe impasse, Coiii.iil agreeil last I l i -
,. ly lo sell lhe ( (inipaiiy lor $|ll 3 
bili.on to ( SX. wfiici. IS riegolialing to 
spill the line w Ih Norh.lk S;.ulhern 

( S.X del luieil lo i iiminenl on si v 
ei.iiue issues Robert 1 ibkind. ,1 
spokcsmar lot (nri ial l . said that 
some ol Ihe issue were "st i l l under 
ii 'golialion. alltioitgh a news re­
lease Irom Conrail lasi Krld.iy said 
Ihat Ihe company had tUten action 
on bonuses lor employees who stay 

with Ihe (ompany dunng Ihe liansi 
lion, and on severarici packages 

A p'-rson close In the iiegolialions 
who spoke on lhe londilion ol aiio 
nyrniiy said lhal Ihe severance num 
hers lor Conrad's 2.926 iioiiunion em­
ployees might change slighily. but 
would lolal about $1 IS hillion 
"('on;e payd.iy. Ihese niimlH'is are 
mil goi.ig ' . i g t ' signilii antly sni.illiT 
or larger," Ihe p<'rs(in saul " Ih i s is 
Ihe level ol severatn e and t)enelits 
lhal will be provided lor some J.'iill) 
employees of ("onrail " 

I he de il Im Conrail s ihe l.ilesi in 
a siring ol meigets ih.ii cut the 
number ol r.iilinad i niployees in the 
United Slates hy .̂ 9 percenl. lo 
l«8,0(m, iK'lween I9H0 and I99S 

Under .1 merger agieemeni sum k 
l.isl yeai between Ihe I'nion I'ai ilit 
and the .Southern I'aiilic r.iilro.uls, 
Ihe oiilgoing (h.iirniaii nl Ihe Soulh-
r i i i r . i c i f i i lines, lei I y It I'.ivis.w.is 
to get .1 $1 niillioii I'.olden p.ii.ichiile 
lliit in a ih.uige ol plans, Mr Davis 
now serves as piesidenl .,1 Ilu lom 
bined (o'tipany 

I h'.- terminalion Ix nelils pl.iniied 
lor Mr 11 v.in and oihei nonunion 
ern|)loyees at (di i ral l lai exceed any 
thing provided bv Union I'acilic, 
where managers leceived $10,0(111 

anil up 'o \H moiilhs p.iv. depen.hng 
on the length ol eiiiploynieiil al Ihe 
r.iilio.id Aboul 9(111 ol lhe Uiiioii I ' . i -
l llic s li.711(1 errijiloyees .11 e ex|M'i led 
lo he disme sed. wrth IH monihs p.iy 
and $11) 000 gome, lo employees csilh 
more th.m 20 years expeiieme 

All 79 ..enioi nian.igers at ( 0111.id 
are expected lo tie dismissed, .ic-
lordirig lo piojeclioiis pioMiled bv 
the peisiin l.imihai wilh the iiegolia 
lions Depending on leiiglh nl em 
pinynieni, It.ey .11 e expei led lo gel 
about $1 5 million e n h ni si verance 
and hoiiiises and distmi seiiienis 
Iiom the employee slock pl.iii 

I he I IS. ' nonunion sec tela 1 ies. en-
giiieeis and midlevcl iii.iiiagcrs 
whose jobs .ire ex[)ecled lo be elimi­
nated ai l lo leceive an ,i\eia)'.e ol 
$titl.OIMI Ihe rem.iiiiiiig I.K.MI non 
union eiiiployi i s who are expected lo 
SI,IV with lhe r.iilro.id will gel .ai 
avei.ige III * IllO.OnO 111 tioniiM S ,ind 
slo( k disluii semriil , 

.'Ml addition.il I/.S O 1 oni.iil em 
ployri s .lie covered bv union con-
11,11 Is .iiid l eder.il legul.itions. pio-
viding up lo SIX years ol salais and 
benehts lor woilceis who lose their 
jobs lhe aveiage union employee 
earns alniut $47,000. a Com all 
spokesman s.ud 
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Rail Giant's Tie-I ps Hur t Many Industries 
Bv D.ui liurn? 

NEU- ^-ORK (Reeiers, - .And vou thought ,he CPS sinke was a headache 

Op-rational foul-ups at Cnmn P-.-,r, ̂  r- , 

-^^>.000-,.„e network ot t r a r u ' " l ^ ^ ^ ' " " " ' " " ^ '̂ '̂  ' '^^^ ^-"-^^t traffic along its 

As a result 

- V-u b„v„s .K. I, ,„ „ , „ 

- ' tilitv eoni[V|,in..., ilotn- tl-,- ( '.It'r' 

•n life ll,c„ ol,ctr,a,v ,;e„e>:„o,s, =-<P™snc .il,c.r„.i,Kc. tueis such as n.i,ural gas 

At the heart of ihe problem is Cnion Picifics Ŝ , 0 u.n 

The log jam has been building since mid-sumner with no immediate end m sieht Cn-on Pacific has said 
the problem is not likelv to be corrected before Januar\ 

It ha.s happened without the fa-.iare c ihe CPS strike but it has been perhaps more disruptive because of 
Its atlect on the movein jrn ot ra\> materials 

Pasierb said a nir.ibcr of chem:cai manulacturers have shut doun plants and temporarily laid off workers 
because thev can neither get r.v.v materials into nor move t'lnished products out of their facilities 
Aggregate industry losses were running at S30 million per month in June, JLIV and \ugust but were 
expected to top S.v-̂  nrihon toi September, he said 
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'Union Pacific Tie-Ups Reach Across Economy ' 

By DAMKL ,V!A( M \1..\KA 
,\nd ANNA WII.DE ..IATIIFWS 

\ Northwpsi I'.imDer mill i so miicn 
insnip[>eii wnoa th.ii It siac. it on a 
iiarge tor the slow tr;p liuwn ihe ro;>st. A 
small Houston pacKaeer is sendint' liUor M 
workers home aimost every d.i tiecause it 

TRANSPORTATION 

ran t eet the plastic materials it needs. 
And all acix)ss .N'ebrasKa. tjrmers mav 
have the most unusual concern oi all; run 
•line oiii ol molasses tcr their cattle, 

I Mion I'aritic C n; s continum'j se:' 
, e proDleii .s are iieeinning to have sweeii 
,nc anil uiiexi)ec'.ed eifeels on industn.ii 
md consumer Aiiierica. .More than lu.iiOO 
Milroad c.irs a dav are stuck m limtKi on 
the l nion i\icil;«f rmie svstem :t̂ ..n 
stretches imm the .Vtidwest to the West 
Coast, kukine the 'lews. locomotives ana 
-•veil Ihe tracks tc keen the network mov 
;nK, That's tnggcrin'.' everything ir'm 
;Tixluction slowdowns at lactones to .; 
scramble to s'A'it.'h to other more expensive 
'orms ot iransportatHin. 

The biL'gest railroaaine crisis ir vlec 
,'.des IS last reacmnc in'.o American everv 

day life. Whatever the costs ot the 
United Parcel service strike, this may well 
have d t:reater effect on the economv. 
savs Aar m C.ellman. uirector ol the Trans 
portation .'enter ot .Northwestern I'liiver-
s!tv in Evanston. 111. "This couid take 
•nuch luntrer to fix. 

The foul ups Degan a couple months anu 
.vhen L'nion Pacific tried to digest its S3.S 
billion acquisition last year of Southern 
Pacific f<ail Corp. Its officials sav they 
simplv underestimated the manpower and 
effort the mei'irer v̂ -oiild take, but critics 
-av the company tried to cut costs too 
mticn 

'nion I ' lcilic. -.l.e n.ition s ursest 
.ilroaa. normally has auout .JII'L'.OOO cars 
11 Its svstem oti .inv g;ven cav. liut 

'lecause ot Its operational woes, the num-
her 01 cars has swollen to about .ilO.OOO a 
d.iv. uorsemnir the congestion oroolems 
ind makmi: it ever harder for the railroad 
•o unclog Its lines. 

The railroad has tr;pd everything from 
;aulinB goods on a ship through the Pan 
.Ilia Cnal - 'inder a uian that was siwn 
A Uitled - to shifting backed-uD freight to 
rival nilroads. Richara Davidson, chair 
:ian a;id chief executive officer ot I'nion 
I'icific. said in a statement vesterdav that 

oadLBotUenecics: 
Jnion Pacific's .vorst gridlock spots: 

cmr MAMCAR60 

Houston Chemicais. cars, gram 

Fort Worth. Coal, lumoer. mixed 
Tons freight 

Los Anqeles • eclronic goods, ciolhinq 

Chicago Paoer 'actotv pans. 
mixed treight 

North oiatte. Jjai. food metal 
Neb. looas 

'le has apoloeized to manv ot the railroad s 
ustomers in the past two months and that 
most 01 the peop" rootine for us He 

idded. We havi ^lan in effect tc fix it. ' 
Still, despite addinc locomotives, hinne 
workers and curtailinc service, the com-
tiany said it dcesn t expect to untanele the 
uTidlock m us .Ih.oou-mile svstem until at 
'east Januarv 

That s distressing news for a wide 
. iriety oi r'jmpanies now m i t peak 
-hippine season tor (."hi istmas. Eden LLC. 

..niidien^t>n.Quc!;mPorte m.NewV rk. 
now .̂ t'lDpim; vrthur the A.irdvark^ 
,1dim.""n Kear ana Peter K.ibbit stutfed 

.:;u,,ais.a,uuimott,ers.ov rail atia worries 
- U !a^iinin-!te oraers wont make u 

: store Shelves until i f s too late. Alreaav. 
•tieconi'panv ,sseeinuaeiavsot .ismuch. > 
\ weeK on Asian iroons '.hat are ;o.ia>:d ;̂";;; 
Mil cars at Wcsi '̂oast ports lor the tnt 

•'•"'hemua: '"'rtv -^^'^^2 
irreasotne^.-m.u. i .n extra cos sand 

sa.es. .ucoro.av: to tne Chemical Man-
, \^soclallon. >!*ier inousir.es 

• snoiiider '".en hiizher itiven 
• .'M ês. ; ;rt;cui,in\ 

..ntmares lecause 

.••fv uoous ol enor-
ti c,i;i uuicklv till UP ware-
i.a-e v .ras. A> manv '>̂  
• , horiticais can nl into i 
„ . . , ,.-uitvo; tour tanker 

.. ir,.> .nUH'i -f.ipnieius. 
. . ,• : " t<l'. ('• '>umn I 

( MtiKuvd F'viit t'ajv Bl 
r example, at the Ueorsia-Pacitic Corp. 

nil in Coos Bay, ore., that the company 
IS (iiiicklv had to tiaree us wood to 
uthern California, alter rail shipments 

. i | three weeks t;fhind. It5 oiiiv other : 
-non pile it m the parKinc lot. in enor- : 
nous , tacks. 

It 5 a total disaster, Jeclares ueoree < 
obmson. manager 01 losistics operations ; 
T Ceoruia Pacific's buildine-proaucis di 
;sion. No one could ever inamne 
'iiiG oe this bad. ' 

jhomists sav tne effects of :he Cnion i 
•'•"ic tie-ups aren t vet obvious to con-

-'imers. Bat thev attect bedrock inaus-
;ps. u-.tiudint; the >!'.'.' billion cnemicai 
iisiness oasea m the Gulf Cast, '.vnich 
inpues raw materials to maKers oi everv-

:.inc iron tires to tovs 
These inaustries a.'e the b ise •' 

•le economv. ' iavs John F. vlor. 
—sor ot transportation .it Wavne state 

••".vpfsitv Detroit Their proolems 
••• in throu'.'h thi •"-' ' ''"'' proauction 

'••evTon I, ;em;cais ooeration 

aireadv siowea production at its Bavtown. 
Texas, piant. which produces polvethviene 
pellets, the white BB-size balls that are 
melted to make plastic products, 

Oisrupiions have become a daily occur 
i-ence at I'nitea DC. a Houston packaeer "t 
L.iastic pellets. Marc Levine. Cnited DC s 
oresidt nt savs he has to send 20 or .10 ot his 
'.vorkers home most days because the ran 
road doesn t brine enough loaded cars or 
doesn t show up at all. ' It's just a 
matter v time before consumer c.'Sts 
iP up. i-avs .Vlr. Levine. 

Sam shanKlin. a purchasine agent t r 
vnimal Feed Increoients Inc. ir, Kansas 
.••tv Vio :,as a different worrv: ttte 
-paith 01 NebrasKan cattle Union Pacific 
leiivers entire train cars oi molasses that 
tarmers n-̂ e m make corn feed more 
.ippetizins: t J cows. 

Mr. ShanKim has arraneed '.racks t-
>• -ndle the sniomenis for now out wornev 
•;'at trucKine cint continue tc handle 
' '.Ids ot this inaenitude. Without sweet­
ener in their looa. it tost dcesn t taste as 
: H)U. ne savs, 
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JiX: — National intrusion 

AUii —— 3ouriul of (Toinmrrfr 
-"" .Mondav. October t\ 1997 

National 'intrusion' 

Shippers ask that Union Pacific deal 
be revisited 

Poor serv ice quality is called intolerable 

Shippers' alliance asks f i r more competition as STB readies public heanngs 
and railroad advances new plan 

BV RIP WATSON 
JOl'R.NAl, OK C O M M l R r t : S 1 AFF 

A shipper grĉ up that wants railroads to compete more aggressivelv with each 
other says Vnion Pacific Railroad's "drastic plan" to dump 40.000 shipments 
in the laps of other carriers is proof that the status quo must be changed 

Ward Uggerud. chairman of the .Mliance for Rail Competition, leveled those 
charges late last week after L P proposed to unclog its congested rail network 
by handing otTbusiness to neighboring earners, both large and small. 

"One of the reasons .ARC :ame into being w as our concern over deteriorating 
rail service." said Mr Uggerud. vice president of operations for Otter Tail 
Power Co, of Fergus Falls. Nhnn "It's worth noting that to get out of the 
situation It's ;n. L'nion Pacttlc is turning to competitors for help That move by 
itself IS a ringing endorsement of .-KR' s position that competition is no' only 
healthv tor the shipping industrv but ' .solutely essential " 

\Vhi\e the shipper group blasted deter.orating service at LT. the Surface 
Transportation Board announced plans tor a public hearing on Oct Z"' to 
consider what to do -- if anvihing -- about LT's troubles that began in Texas 
and have engulfed much of the Western rail system 

.•\s It reviewed the state of Western rail service, the agencv promised to look 
over proposals by L P's rivai Burlington .Northern and Santa Fe RailHay 
Co.. as well as others, to restore normal service levels and remove the apparent 
uridlock on some L P routes The board said the focus on the public hearing "is 
on the immediate resolution of existing problems 

LT has pledged to correct delavs and congestion that nave closed down some 
shippers' manutacturing operations and forced :ustomers to seek other earners 
and modes of transportation I P's solution includes a new operating plan, 
acquisition and application of r.ew locomotiv e power and hinng of additional 
employees 
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Wrong Track 

A Big Railroad Merger 
Goes TerribK- AWTV 

Ina Very Short Time 

L.'niori Pacific Ls Hammered 
Over Service and Safety; 
Ha\'e Patience. It Savs 

Have You Seen Our Ricê  

FH' DA.NIEL .M.\rii,\LAli,\ 
M a f / K r p n r i r r n< T l i r \ V * n STWfeT J U I H N A L 

Its railroad saletv record, marred hv 
three t.ital crashes in three months, is 
heme characterized as a fundamental 
breakdown by federal res^ilators. Its 
route system west of the .Mississippi Kiver 
has slipped into near ^ndlock in manv 
places. •Aith thousands of freight cirs 
backed up in the Houston area alone. Its 
I hairman was forced to nubliclv .poioeizc 
in AtJitust to Its big customers 

So bad has serA-ice become that cus­
tomers say l'nion Pacific Corp.. the na­
tion s largest railroad, can i account for 
millions 01 dollars ot shipments for weeks 
at a time. Kiviana Koods Corp.. a Texas 
rice producer, tried to ship a ireieht car lull 
II nee irom .Vli.ssouri to Tennessee in earlv 
Viitrusi .', iuonth Liter, the car was stiotted 
'11 a track in Devii s Slide. Clah. The latest 
Aord IS that it was somewhere in Texas. I 
^Illl d.m ; know where it ^ at. savs Terry 
Nickens. Kiviana s distribution manager 

Is this anv w.iv to run a railroad ." 
\ .Major Debacle 

:'iiioii I'lcifics .ittempts put to 
..•ether tr:e biggest railroad merger :r; 
::storv i> last becoming one oi the indus-
• V s biggest debacles. With high hopes 
• st vear. the company bought Southern 
icific Rail Corp. for v3.9 billion .mc 

•omised to begin merging the svstems 
':;s summer into a seamless link between 

'•'• - ^ i C(.>asi an., the Midwest, 
•e.u:. '.Vith amazing .~! re,; 

' • : : nas unraveled in recent weeKs \nu> 
serifs ot senice atid saietv snaius. 

'iiuilvsts estimate the carrier has aireadv 
'^i apoiit SI.'.") million in revenue as cus­

tomers diverted smpments. Hundreds ol 
"Tistomers h.ive threatened t.i take aw.iv 

usiness, ,ii,d the Federal Railroad Admin 
•-tration cmd wen impose stiff fines on 
:.c ''onipan'. t r saletv \;oiations. JJ^ 

company concedes that its service pron 
lems will reduce us tHrd-quarier eaf-nings 
by h-,^to 'nZ And the stock price has 
fallen i •, . in the past month. 

T h f W a l l •Str'-''' t o u r n a l 
October 2, 1997 

Yesterday, thmifs got worse. The 
Dallas based company said it would aban 
don an embarrassing plan to .move giwds 
by ship through the Panama Canal - a plan 
that was rejected this week by its cus 
tomers Instead, in an even-more-remark 
able step, it agreed to hand over some of i i i 
'lusiness to competing railroads and to 
borrow the services ol dozens of former 

managers from Eastern railroads to help 
untangle the mess. 

Surpnsed Observers 
The setbacks have startled industry 

observers, who only a few months ago 
"xpected the merger to go smoothly, espe-
lallv hecause Cnion Pacific had had a 

-)terlinc reputation m railroading 
They thought they could conquer the 

world, savs William Withuhn. transporta 
tion curator at the Smithsonian Institutio.i 
.n Washington and a widelv recognized 
expert on railroads. Thev were counting j 
on having a jreat success. But they just I 
didn t plan it .ignt. It fell apart, ' I 

Union Pacific acknowledges that it has 
iieen caught b> surrinse - ind humbled bv 
the experience. Richard Davidson, its 
chief executive, said in an interview after a 
lecent meeting with more than 200 angry 
cu?mirals-company officials and other 
shippers in Houston: " I never imagined m 
my wildest dreams that I'd be down here 
ipologizing for our service Vesterdav. ;i 
"nion Pacific spokesman said. There s 
00 denying we have severe service pron 
ems. but we are making he.inwav 

Problems .Acknouiedecd 
The carrier s executives concede that 

they overestimated their ability to com 
•'ine giant rail systems operating hundreds 
it thousands of freight cars. Its own long 
record cf success, unmatched through 
much of the late 19SOs and ea.-|y IfWs. may 
have D,ed overconfidence We are arro-
'̂ant. Greg Garrison. Cnion Pacifie s 

Houston superintendent, said last month. 
W'e consider ourselves the best. 

Cnion Pacific s woes raise troubling 
luestions about how well railroads cm 
ransport goods m the nation s ever-grow-
:ig economv. Por more than a uecade. the 
ndustrv has been i n an unprecedented 
oierger t)inge that w i ; supposen to give the 
lemainmg live powerful railroads a better 
' hance at competinc aganst trucks which 
now earn nearly sO'" of the nation s treigh; 
revenues That improvement, m turn. w,is 
ûpposed to help reduce evervthing from 

tughwav congestion to air pollution to tuel 
onsumption Consumers would gain. tiw. 
•ecause i ;roads cin n:'.'il troods about 

JO ', mor. rneaply than trucks can. witn 
itiuch 0' the saving to be passed " i to 
the public. 

But Union Pacifies problems suggest 
that the railroads are a long way fr jm 
fulfilling this promise and that shippers 
may be discouraged from using them. 

''tTiemicals companies on tne Gulf Coast 
have been switching to trucks whenever 
possible because Cnion Pacific s delavs 
have cost them an estimated $100 million in 
plant closings, lost revenues and extra 
expenses. 

In Waverly. Ohio. .Mill's Pnde Inc.. a 
maker of prefabricated kitchens that had 
turned to railroads to save money, says it 

A-IV d 



JCX: - U P J cup of woes spilleth over to chemical shippers, unk tracks 
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Thursday, Octot'CT 2. 1997 

UP's cup of woes spilleth over to chemical 
shippers, tank trucks 

US-Mexican trade disrupted by snags 

BY KEVIN G. HALL, GREGORY S. JOHNSON & MARY SITTER 
JOURNAL OF COMMERCE STAFF 

Chemical shippers are angry, tank truckers are working overtime and an 
important link in U S -Mexico trade is being adversely affected as Union 
Pacific Railroad's congestion and bottleneck problems spread across sectors 
and borders 

"Any business is good business, but just due to the fact of what the LT is doing 
over there, it reallv has put a strain on everv'bodv," said Tonv Santos. .Mexico 
operations manager for McKenzie Tank Lines at the Brownsville. Texas, 
terminal 

"You had customers calling you for two or three tanks, now they are calling 
for 10 t̂ ,Tks They call you because of the shortage " 

"We're hearing from people we've haven't heard from m years," said Nicholas 
L Braden, vice president of sales at DSI Transports Inc , a Houston tank 
trucker 

In the case of McKenzie, the Tallahassee, Fla -based company has had to 
relocate equipment from Flonda and New Jersey to meet demand in the 
U S -Mexico and Gulf trade routes. 

UP 'captives' 

La-ge cher.-iical companies, such as .-\shland Chemical and Occidental 
C le'inical. which have depended on UP and the termer Southern Pacitlc Lines 
It absorbed, have been hit especially hard by the railroad s woes 

".•\t any given moment, we have 1.000 to 1.500 cars stuck in the Houston or 
Gulf area We are captive to UP." said Feder co Manmez. traffic manager in 
Mexico City for Dow Quimica Mexicana 

Dow has responded bv working on longer lead times where possible but the 
largest problem remains getting equipment back to where it is needed at U S 
silts, said Mr Martinez, descnbing the situation as "grave " 

Shipments to .\kzo Nobel Chemicals inc from Georgia are moving OK. but 
"stutVcomint! out of Louisiana and Texas is a nightmare." a source said 
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"Fv-vr any available driver and tractor, we have about 2 3 loads available 
Drivers in the U S are not that easy to find," said Chemical Leaman's Mr. 
Cantu 

Added Mission s Mr Scheaffer. "It just heightened the situation, particularly 
trailer availability as well as shortage of drivers" 

pslRe oni-1 inidle | tmmiportation | insurance | cncrey/tominwlitic* | tifMitioa j tiomc 

' of 3 



* 
' j X; - Wests rail woes • lesson tor E 

— tHif 3ounuI of (TommrtTf 
• """^ W'edncsdav. OctobcT 1. 1997 

West's rail woes a lesson for East 

The calamitous historv' of Union Pacific after its merger will 
focus greater scrutiny on CSX and NS plans to ab,sorb Conrail 

BY RIP WATSO.S 
JOURNAL OF COMMERCE STAFF 

Widespread scr\ icc and safety problems on Union Pacific 
Railroad will force tedcral regulators to take a much closer 
look at the Eastern railroad mergers spawned by the breakup of 
Conrail Inc 

IndustPv' observers and insiders see a direct link between 
neai-gridlock conditions on pans of the UP svstem since its 
purchase of Southern Pacitic Rail Corp and the government's 
pending icview ot thc Conrail carve-up proposed by CSX 
Corp and Nortblk Southern Corp 

Union Pacific's problems "will force more focus on mergers 
that have not been approved," said Natv -st Securities analyst 
Tonv Hatch "These guvs (CSX and NS) will be under intense 
scrutinv Thev will have to vvork hard so they won't suffer 
from the L'P problems .-X lot of the fate of the industrv is in 
LT's hands right now, " he added 

One outgrown h of LT's problems is that tougher merger 
conditions might be imposed on the NS.'CSX plan to break up 
Its Eastern rail rival These cnuld be compounded bv tighter 
control on rail satetv practices if the SIO 2 billion purchase of 
Conrail is approv ed 

"Railroads must prove these mergers will do things FOR 
shippers and not TO them.' Mr Hatch said "And they must do 
this soon, before the deliberations begin on Conrail." he 
stressed 

r/ic rccorJ i.s noi au.<pici()U.s 

"Unfortunatelv. there is no empirical evidence to support tne 
railroads' case lor improved service outweighine the potential 
problems of consolidation." he added "The two Western 
merucrs b.-ive provided signitlcant declines in service levels 
That, pius a series of well-publicized (and unlucky) accidents 
on the L'P SP have led to the railroads being in the cross-hairs 
of the government, the unions, the press and. most importantly. 

; ,-1 4 
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mused 

Said Ed Rastatter. director of policy for the National Industrial 
Transponation League "The board would ser/e both the 
shippers and railroads well to try to phase this merger in as 
plans and agreements are finalized " NlTLeague represents 
many rail shippers 

Mr Rastatter suggt.<;ted that letting the railroads move ahead 
full speed 30 davs at\er government approval, which is the 
soonest the merger could take effect, "would be a sure recipe 
for a Houston situation along the entire East Coast " 

Houston has been the centei of UP's service problems, which 
also have surfaced elsewhere in the Southwest and along the 
Pacific Coast 

;V() rubber siaiup 

"The board is dving to show it is not a rubber stamp," said one 
analvst "The STB will have to throw a sop to shippers and 
communities Thev may have to throw a few sops to 
politicians The question is whether it is optical or does it atTect 
how the railroads do things They (STB) mav be willing to do 
some th ICS the railroads don't like, but thev won't spike things 
that are absolute necessities" 

Ouest.ons aboul accountability 

" I assume we will see a verv engaged DOT figure out ways 
that the ugliness we are seeing on UP'SP does not repeat itself 
in anv Conrail deal that might be approved by STB." Mr 
Wylkind said "' elieve this affirms manv of the fears ni l labor 
has put forward . reccin vears One of the big one> '̂s the lack 
of accountability ' 

"Railroads historically are not held to things they sav before 
federal regulators." he continued "They can't tell a bunch of 
mylhs and not compiv uith whatever commitments thev make 
Hopefullv. this will provide impetus (or the shipper to come 
forward befote 'he fact and not at\er " 

The Conraii ̂ a>c is more complex than tlic LT SP merger, so 
assessing the similarities regulators mav find between Western 
railroad realities and Eastern railroad promr.es isn't easy. 
analy.sts believe 

Timing also is a key issue Effective actions bv L'nion ?^z\iic to 
solve Its service and saf.Mv problems would have a positive 



Amfriran Shipper 
October. 1997 

Rail problems hit western U.S. 
Shippers, intermodal companies, ccean carriers complain 
ahoui sen'ice problems, parncularlx ai Union Pacific. 

HOISTON 
I nion Pacitk- Railroad doesn i top manv 

shippers lists ul most-tavonte transpon 
piDviders these davs. 

For iliree monihs. stiiDpcrs west ot the 
Mississippi River have romplained ot de­
lavs arid lost business as a result ot prob­
lems L P has encountered tollowinc its 
acquisition ot Soulhem Pacific. 

Manv ot our shipments trom the South 
Vllajilii. jtKi VVesti. OJ.SI have neenallectcil 
•n Ihe railroad s inelticicnt scrMct. .nJ 
JiinMcCirath.icss-ilian-coiuainerioad busi 
riess manaecr tor Direct Container Line, a 
(."arson. I'alif.-based trcieht consolidalor 
C onlamers are cettini; lost and UP has no 

record ot them on its computer 
rhinps ^ot so had ihat on Aut the 

National Industnal rransponatton Lcacue 
.ailed ail emercencs meetinc in Houston 
with lop manatemcni ot L P to discuss 
service problems and possible remedies. 
\earlv '(H) rail shippers snovveu up. reprc-
sentinc industries such as crain. metals, 
chemicals, tood products and plas.ics. 

Bob E\ aiis. chairman ot the S IT League s 
•ailroati iransponaiion committee, and cor-
;>oraie nunauer ot rail iransponalion lor 
( Iccidontul (."hcmical Corp m Dallas, v.: 
sided over ttic tneeiine 

VV'e hJM.' -̂ î 'Kcn our mi.nds. [-vans 
aid Novi wc SC uoi lo szive I P tune to 

. >)rreci tne situation 

Troubled Shippers, v 1' s ptonU•nl̂  
nccan snoni\ alter it, nuvoui o\ Si'uincni 
Pacitic iasi \car 

Ths compan\ rM.iineii the s;'r\iic prob-
'cmson several lactors. includinc iis saieot 
•he line between Lake I'liarles and Ncu 
I )rlearis to Burlint'ton Northern .Santa I c, j 
-nona'jc 1'! skilled li'anpov^ei in inc C ii! 
Coast, unsciik-.i ...n .r as-'reements an.i .. 

vsruriiotis in i c\as Irom dcraiii;!'.-;:! 
-. HH ir.ick alone tne SP sssiom 
•\as snippers, particulars inincHous 

' • !•.;• r-.-,>ti tuin mc uorsi ti\ r.iii 
,ir.butthec!tccis:-,.i\i.' 

;r.;.'u-':u'ui lhe L P s\steni 
> MT League said a survex ot sMip-

is si .> A I'll that some snipmenis were UK 
iiM' i.> inrcc utiles lonuer tor jcii\cr\ P\ 

I ' iluii in.'\ :MV1 S III; .SI' 
Some snippers saul the\ were hannc lo 

reduce smits. pav penallies tor latcdeli\er\ 

"Our biegcsi problem v«.iin the raiiroaj 
•ixs been eettmc railcars in and out ol our 
;uill on lime, said Jim Sheble. snippini: 
manacer tor Nucor Steel at Jewett. Texas. 

We used to have our railcars rotated bv the 
railroad once a day. Now it s verv- spo-
ladic." 

I 'P h;is also sianed heanng comDiainis 
trom shippers abtiut inettKieni servtc m 
("aiifomix panicularlv alone lhe nonh/sout/i 
Iiiiersiaie '̂  ^omdor. 

''IPs a bit; deal wiien 
the eltief executive officer 

of a major railroad 
has to face an audience 

ofanqn' ^flippers." 

Lee Glass 
transDortaticn manager. 
Unitea Si^aars Cera 

Even wnen containers arrive at the Los 
\!ieeles Lv.Mie Beach ran terminals on time. 
•-.icKups are so severe tnat it .an laKe i\\o 
;.i\s tiT truckers to retneve tne boxes, 

some snippers are demanuinL' cotnoen 
salion Irom LP tor ran service pronlenis 
I P saiil It • Aould entertain such claims on 
. âse bs -case Pasis. itnpivne tnat exist-

penaitN clauses mav prevail. 
We h.iven t ^ al.;ulaied cost tor idle ran 

.ars.riutweisnow mat we re iosint monev 
We re waniiiL' tor the railroad to ir\ to 
. iiarce us w nh deinurrace tees tor the idle 
-.ulcars. e\ en tnouch thev created the prop 
.•ns 111 tret irst Place, -..lui .Nucor sSheble 

UP's Remedy. ; r • -"ers .n tne 
M i l .-..cue ii.'usio; •.'lat it nad 
.. iiian u> reinedv the pronienis 

'"hecoirpanv v\ .isirv inc* IOUUICKIV seme 
..nor .ureetnenis ir. me viuil " 

.ladilioii.ii .vorKCrs. arul aJa .'Z" ̂ .votn,' 
.1 10 lis svsiem pv Ih.' eiM ot the ve.ir 

More man i . ' ' * oi mô e . .v'lnoiives .r.e 
..readv m place 

L P saiii It also has started returpisninc 
some units that were orieinailv scheduled 
•I'r scrappini; 

service bv dividinc its Gulf Coast rceion into 
five zones. The companv said the zones ot 
Houston ano Loneview Texas, and Livonia. 
La..aireadv have showi, siemilcant unprove-
ncnu but that ttie San .\nionio and Fon 
Worth zones still had severe coneestion. 

In addition to delavs tor shippers. L P has 
been hit bv a recent spate ot railroad crashes 
.jid derailments, promptine an mvestieation 
fsv the Federal Railuad Administranon 

It's a bic deal when the chiet executive 
.itficer ot a maior railroad has to lace an 
.uidienceoi anei-v snippers, said Lee Glass, 
transportation manacer tor United Sucars 
Corp.. ba.sed in .Moornead. .Minn. L'P has 
.li wavs been a proud companv 'l ou hate to 
see these problems happcninE lo them 

Worst To Come? Manv shippers pre-
lictthe -vvoisus vet locome with.especiailv 
as the hoiidav peax-season trailic picks up. 

VVe have expenenced sienit'icant costs 
into our West Coast distribution straieev 
>ecause ot the rati problems, said Clark 
Handv. group manacer ot paper distnbu-
lion tor Georeia-Pacitk in Atlanta. 'We're 
concerned ihat the problems will probablv 
last a while, • 

Cnion Pacific is not the oniv railroad tha; 
has had serv ice problems laielv 

VVe have seen a shonace oi tlatcars w nh 
Nortolk Southern and CSX in the fcast dunns! 
the pa-st two monms. saidDoue Bordevvvk. 
interna:..>iial logistics represenutive with 
Sieelcase inc. in Grand Rapius. .Mich. 

V lack ot tlaicars in the Chicago area n.is 
••..inv snippers trustrated, 

;! s b.en ditlicuii to set llatcars in L [u 
.aco. McGralhsaid 'Tlus is me worst mat 
: have seen ran serv ice in the Chicago area 
.nee me bi-j tlooos several vears aco, 

DCL leiies on ran lor movinc aboul 
;'ercent ot its ct)ntainers. 

Some snippers nave had to turn to truck-
. rs lo meet snippint: schedules. 

VV e have irucked containers to the ran-
.•aus ir. I liicaco well betore the cutoit 
•nes anj ihere -ire siiil delavs We enaed 
•.1 trvickinc some oi these containers tne 
.•st ot the w.iv to the p'.irts. ' Rordewvk 

-aid. !• .>'si i i . more monev nut we have 
..siomers w.-re v.'anuni; on our snip-

•iienis ;o .irrr. ;• ' 'ii nine 
I )cean earners a,so n.ive Peen aitecteii, 
It'sanuciv siTuaiion.butwe reirvmcio 

ork our wav throuch it, ' sJio Ted Prince, 
.•nior \ Is e presiaent ana chiet operaiinL-
•!!icer ot K" L.ne Amenca, 

•'nnce amimenied about tne aitituJe ot 
;iie raiiroaas tow ard the prooieni I ' e ran -

-ads peiieve mat ii s cheaper lo P.IV me 
•,-enaiiies tor unreliable service, instead ot 
pultihE aside their pnde and allocatine ran-
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j i s ^ iLj- (Dif 3o»nial of (Tommmr 
Thursdav. September i 1. 1997 

Federal report uneovers 
rampant *safet\ deficiencies* 
within UP 

The studv. conducted in the v>'ake of 3 accidents, said problem 
areas are training, dispatching and employee tatigue 

BY RIP WATSON 
JOI 'RNAL OF C OMMERCE STAFF 

The .Federal Railroad .Administration VVednesdav issued a 
blistering repon that cniicized satetv conditions at Union 
Pacific Riiilroad and said the carrier will take imm.cdiate 
actions to rectifv' the problems 

FRA's inspection began two weeks after three separate fatal 
accidents wuhin oO days on LT lines, two in Texas and one in 
Kansas Seven people died in those accidents. 

Administrator Jolene Molitoris issued a statement saying 
"findings of widespread safety deficiencies in the areas of 
training, dispatching and employee fatigue are of great concern 
to FR,\ (FR.A hasi been given the strongest assurances that 
our recommendations will be implemented " 

IJP has aere'jd to appoint a senior manager reponing to 
president Jerrv Davis to oversee corrective actions. FR.A. said 
The carrier also will be pan of a joint-satetv assurance and 
compliance program wuh the agencv and rail labor 

No tinancial penalties were announced, but FR.-\ said its 
investigation in that area is continuing 

Safetv recommendations issued bv FR.A include mandatorv 
classes and brictings tor dispatchers and other operations 
depanment otTicials. and adequate training tor employees 

The iSi.' m.spcctcns who combed LT''s svstem tncr the past two 
weeks tbund numeious problems. FR.A said 

Dispatchers were overvorked. the agencv said, and some of 
their supervisors were unable to contlrm that dispatchers were 
complving with raiirocd operating rules Train crews aiso were 
oven.vorked. with less time oif between assignments. FR.A said 
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y ; ^ ^ ^ ' •^::, :,„ _ (Tlif 3otinul of (Toinmrrrf •jasisiia* • 
...:5iw.o.„„, ,-> ,:.-.•—,,. -s, Tucsdav .September 2. 1997 

Frustrated shippers get no satisfaction 
from LP in Texas 

While UP says it is making some progress on service problems 
and is hiring vvorkers and adding locomoc-ves. the giam rail 
admits It will be morths before t"reight backlogs are unraveled. 

BY RIP W ATSON 
JOURNAL OF COMMERCE STAFF 

HOUSTON -- Union Pacific Railroad is telling frustrated 
shippers that it is beginning to make progres-. on widespread 
service problems in Texas, but it will be months before all steps 
are in place to eliminate freight backlogs. 

Facina 280 angrv' shippers at an emergencv meeting organized 
by the National Industrial Transportation League. LT 
executives said thev were hiring hundreds of new workers and 
adding locomotives to address problems that iiave mushroomed 
in the past two weeks 

However, the railroad made no promises of blanket 
compensation to customers who said they were losing millions 
of dollars due to the delays 

Dick Davidson. UP's chairman, said compensation v.ould be 
considered on a case-by-case basis 

He did net quantifv how much business LT has lost or huw 
much potential new traft'ic couid not be carried because of the 
delavs LT's traffic was down slightly in August, while 
competitor Burlineton Nonhern Santa Fe boosted business bv 
3% 

Brad King. LT's vice president of transportation, conceded that 
twice as manv tiains as usual are idle because locomotives a.e 
not available to pull them 

.•\mom! uic shippeis who sounded off about the problems was 
TeiPv' Nickens. distribution manager tor Riviana Foods in 
Housion He said his companv has shifted all of its business 
awav from LP on Sv̂me routes, adding 20° o to his overall cjsts 

"The bic locus is to work together to get out of this. M; 
Nickens said "We re all in this together ' 

Mr Nickens comments about seeking solutions appeared to be 
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NIT League invited members of other croups to friday's 
meeting, inciudine ih j Houston TratTic Club, the Housion Port 
League and the Chemical .Manulacturers .Associ?*.ion The 
representatives from LT's competition and other raii'-oads were 
barred from the meeting. 

M i 



JrstfTic World 
September 1, 1997 

UP unraueis Further A C K B U R K E 

F R A l a u n c h e s a l l - o u t i n s p e c t i o n 

a f t e r 2 r a f a t a l c r a s h in 

V. ;ne W.IKC ot L'nion Facitic Rjil-
iM.iUb third tJtal kiollision in 10 
\M-eKs. the Ffderai Railroad 
\amini'>tr.uioti h.is i.iunchi-'d a 

-•.veepine rmini.; tne ^.^^K .r.sff^ i.m ot L I ' 
•:iat i ivV Vd.'TUnisirator loicnc ^lolitous 
• ud la>t ucfK lud lound that proo 
c m arc uriMd. deep and \crv nindatneniai 

There are i ist not enoutn poorie to 
run tne rjiiroad. vi:d .MollIo^l^ ^aperv i 
-or i arc workini: i - hours a dav. se\en 
.lavs a week. Vou lust can t do tnat and rui; 
.in operation that is -.ate 

Molitoris said UP had exa^erpaieu 
.̂ roblems nv movi.is 1 ,•(' managers to Ho.is 
:on. where L'P .jominues to nave vesere ^oi; 
A'stion and seniee taiiure^, v oncemration 
.m the Houston pronlem rurther t'lms tne 
-anKs ot manauement eisewnere on the 
'M.(XK)-miie ^^stem. sne said, ai-.d raises t(;e 
;iiesi: • ' ^ aiinainc tne stole-

weeks 

state aiiencies. uouid be ridine L P tr.iins. 

.verseeine dispatcnina in Omaha and 
Pcnver, ..:;a .onductinc interviews with 
Lipervisors. train sreus and labor repre-

..ntatiNe-. Larlv reports trom the tasK 
:.e ere necatne enouah that f-R.V 

,;ued .u'.otner ."" :r•!̂ peaors to the inspcs 

I R.̂  laancucd Piui on L P alter a 
ite niunt Vuc. :0 collision ot tour run 

» « • and unoti-upied locomotives with a 
.•sttv.iund tr.iin lust der .ma the raii-
,,a ^ ' enteiu-.:ai Yar-' . i Fort Wonn. 

le.xas. hile tne cause < the accident was 
•,il und-.-r '-v.estimation, eariv indications 
,,i,uei; • ..;reoi a crew to set more 

• '.an oi-.e o; nand prakes on the tour 
> omotnes parKcd on a sidinc j - ai'mi; 

'.tuehnc. The tour units .-scaped trom tne 
.dinu unto tne mainime and rolled unde-
.aed tor .ipovr , '. ncs. rea^nini: an esti-
•MtL-d ^Peed o! • - nines ix'r nour tr.e 

••:e o! the collision i'^o ircw n-eir.iK'-
,-,iPoi,nd :'-.;:n •̂ ê e s : 

thougti two other empiovees on board 
survived the crash and subsequent tire. 

'ZP issued a ceneril direaive tvvo davs 
aner tnat accident ordering empiovees to 
secure brakes on all parKed units. 'But 
ue re stili findinc instances where the new 
g.cnerai order on securement u not being 
tollowed.' said the FRA's .Moliioris tive 
davs arter the order was issued. She also 
pointed to breakdowns in dispatching that 
had put treichi trains danRcrousr/ close 
togetner with other trcights and. m one 
instance, a commuter tram, as examples ot 
personnel lenonne rules. 

Molitori^ spoke after a meetine wuh 

; P President ierrv i")avis. svho she said 

had promised hall cooperation witn FR.\ 

"W'e got nis specific, personal commit-

' ment to be tne point person himseil. -aid 

'• Stolitoris ot Davis. 
MoUtoris disagreed with LT otticiaL, on 

I the source ot L'P's problems, speciticalJv on 
I the issue ot whether L'P's vear-ago acuuisi-

tion ot southern Pacific has contnbuted to 
the recent tragedies. UP has argued that the 

I acadents are unrelated to the merger, since 
I the two railroads are still generailv bein; 
I operated â  separate properties and that the 

Ft, Worth incident, and fatal accidents in 
Devine. Tcvas. in lune. and in KeneticK. 
Kan., in iuiv. ail occurred on UP lines, 

; disaktree. said .Molitoris Tl.e -̂Jts 
thev nave made have focused on adminis­
trative. .lerK-tvTe H'il^s. That's resulted m 
tront line supervisors doing admmistra 
tive '.':-.ai suDtracts trom running 

the raiiroad, "̂V ith so manv requiremem-. 
on ir.iinmasters. vardmasters. supervisors, 
the', • .I'̂ e time to do operational 
testinc. ;o i :de trains, to do saletv tests 

Molitoris ated a .Mav I shirt fo I Ps 
.iperatine ruit'. tor the former as anotncr 
aunce to vvnich UP .-nananement r.ad civen 
•,nsutTicie:-.t attentio:-. '''.e o r e r j i i r . ..:.es 
.ire not dramatically dirteren; " • •"-•• : • 

ittcren 
oinied ' 

Molitoi 

he said. The It- , 
•^•.erini: hoslUitv ;>eiween ; 

-'s .s .1 -ource ol ditt"icu. 
:;r.e > ;".e railroad.' 

• • . ' ".ma and t'er^.er 
.•. .'t I P \s.1- o r,:r,-.' 

. , -vr'.tonio. i ' vate;u 

.dano. ^acramenio. i.-J.it.. Portland, v -e 

nd Houston areas. A - I V j 
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September 1. l^"? 

GAO Questions FRA satetu Program 
B Y D A V 1 O B A »̂  N t S 

" ^ ^ e r a t i v e a p p r o a c h t o ra i l s a f e t y 
h a s r e s u l t e d in fevx/er i n s p e c t i o n s 

espitc the continued decline in rail­
road accidents, the General 

I v..ountmc Office savs it is unclear 
whether tne Federal Railroad .^dministta 
nons ettorts to improv.- satetv K worKint 
.ioseis wun r.'.uroads .ii'.d unions i - .̂ orK-
inn. in a new report, tne ^.,^0 lound ma; 
1 R.Vs shin to a uioperative approaen trom 
a violation- .md penaitv-based appro.icn to 
entorcement ot federal saletv regulations 
has resulted in lewer inspections ol the 
nations railroads. 

FRA has shitted some ot its resources 
awav from site-specitic inspections, vyhich 

. have historicallv sersed as I R.\s primary 
means ot ensurine compliance with satetv 
recuiations Vs a result, a iircatcr numtier -
railroads are not receivine inspections and 
insp-ctors .ire tonductmc tewer rey-'ews oi 
the r.niroads -'wn inspection ettorts, ; '.e 

. , \ l > s , i ; t ; 

^ - •'•irre:'.^ '•• ,it.r.s: ic ..e^s' 
. ;.. . • . • ;ito.iu s.i;el\ '• 

.nu'fo'.ev; -..iniiicant.'. ' - ''"~ 

.\un reported acident : •-
, , ; H .1!.,; • ••ites do'.wi . l er^e:'.; 
. .M -;-' -..i-.e sie^uned .ir.nuau'. -'.!̂ e 

The C.\0 report was scheduled to be 

-eleased late last week bv congressional 

Pemocrati .-Vn advance cop\- was oPtamed 

'ss rMffle\\\>rid. 

Vccording to the CJ.\0. ¥ K . \ inspectu^ns 
•e lined :3 percent to - . ' . : ' . . ' n 
;,,wnnomo^.-15ln iv^ -̂t FR.V mspeuors 
re spenainc more time meetinu wuh larce 

•.iiiroads. ran unions and state otficiais to 
.ientitv and solve the root ^ause ot svstemic 
problems lacing railroads, auoramc to tne 
U,AO. The If^-montn old l^afefv Assurance 
,ind Compliance Program has improved 
.atetv at larger railroads, the Ui.VO said. 
,..en thouch tewer railroads are inspected, 
-sinefy tise railroads were not inspected h' 
; ;.- \ „̂  (sjsj;, up mim rfs tne previous vear. 

FRA omciais told the VJ.AO that tne pro-

-'am IS ailowuie tne agenc-v to ;e\erai;'e 

.niiled resources to improve sjietv . 

,. \ii ,v Is not ^(invineed ^ !ice '.: ,•' • 

• MrtN cvoivmi:. .•..•.-o-.r.c tt-e r ••• 

[ mspestors. ,s i..o e. in ' • 
itnprine :jilro.id sate;\ o\er tne 

, ,: ;encv concluded 
' he r t p n t .omes ei.:at nionins .if.er 

•e 1 lepartment ot rranst^ortatio;; - ;;-.s;'e. 
- ' cenerai sharpn criticueu FR.\s cnior.e 
-ent pr.>i;ram POT .luditors said FR V 

inspectors did not ensure that railroads 

complied y^tn satetv staridirds or tollov 

up to miKe sur-; repairs were made to loco­

motives. raJ cars .ind tracks. The inspector 

general said it \va-'. too eariv to teU whether 

the chanees rRA wis making in its enforce­

ment process were working i 

The G.-VO also raised concerns about 

FR.\s etforts to reculate bridge saien-, it rcc-

..mmenaed FRA ensure that structural 

bridge proPlems .-.re addressed bv bridce 

,.wners. FRA inspectors currentlv brine 

ridge satet̂  propiems to the attention ot 

• .uiroads but taKC action oniv it an immi 

".ent tnreat to saten' exists. 

The report uas requested last vear bv 

iU-ps. iim vHserstar. D-Mmn.. the senior 

Mcmoeia; on tne House Transportation 

, ommittee. Kep Robert W ise. D-W \'a.. tne 

senior LU-mocrat on the House Railroad 

^•abcommutee. and ReP Bruce Vento, D-

Minn. 

The report :s evpected to be cited bv 
itberstar y^ncn ne reintroduces rail satetv 
legislation. Little di.scussion ol rail satetv is 
:;l,elv IP I oncress tnis vear. The House 
••ansportation i ..mmittee is locuseu on 

.>utnon/ir.u tne Interr-oual Mir ' .ue 
• ,insp • • ': 
•.'ire- • 
• Pee:- ' 

,imnr." ' 
N,V 

~ j i e t ' 

ne\'. . • 
.•et\ p: -'.;tan 

,. , ;;,,,cney \ - 1 . .y -isn 
J J rcpiacemenl n.o :• 
• 's.iuse Kailroad 

-•....iv.an >usan .Moimar;. 

me ^onitressionai .'.i:en 

.•I'.oriiation tor the i K-Vs 

evp.res • 
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Fndav. August 29. 1997 

Shippers out of patience with 
UP 

Group heads to Texas today to seek answers 

Tired of lackluster service via the railroad for weeks on end. a 
group plans to confront railroad executives 

BY GREGORY S. JOHNSON 
JOURNAL OF COMMERCE STAFF 

.About 300 shippers. t"ed up with poor serv ice, will face otTwith 
Union Pacific Railroad executives in Housion today 

"It seems that LT. in this area, has essentiallv collapsed." said 
James F Jundzilo. transportation manager at Tetra 
Technologies, a Houston oil-field products company "They are 
so concps'ed They don't have the capacitv." he said "They are 
just so backed up and overcrowded it is impossible to position 
cars This is a major crisis " 

The National Industrial Transportation League is sponsoring 
the emergencv meeting on LT's service problems for traffic 
managers from Arkansas to California 

VVTiile .̂ 00 shippers are scheduled to attend, judging from angrv-
remarks, more are likely to storm the session 

The NIT League tor weeks has tlelded complaints ranging from 
late or nonexistent pickups and deliveries to inadequate car 
supply, misrouted freight and billing errors, said Ed Rastatter, 
the group's direc'or of policv who is attending the meeting 

"Lost cars are a big problem tor some people Nobody seems to 
know where the cars are." he said "In some cases, shippers have 
gone out and found the cars, but LT stiii can t get tl t: cars to 
them ' 

Mr JiJiid;:ik'. vsiio i..iilcd the meeting a v's.istc ot'time and v̂ on ' 
attend, recalls that LT experienced much the same prooiems 
shonlv after its March l'̂ '̂ 5 merger with Chicago i<. North 
Western Transportation Co But LT. which withstood withering 
shipper criticism when it merged with Southern Pacific last 
Novembei. said a varietv of factors are at fault 

A-IV I 
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{Dif 3oiinial of tTommmr 
Fndav. Aueust 29. 1997 

Nur.;erous lapses by UP raise issue of 
promises still to be honored 

Union Pacific Railroad w ill mark the first anniversary of its 
acquisition of Southern Pacific Transportation Co in just two 
weeks .As that anniversary approaches, the railroad, which is 
struggling with widespread service, safer.' and labor problems, 
has some explaining to do 

It must say to its customers, employees and government 
regulators how last year s acquisition of SP has been good -- at 
least so far -- for anyone other than surviving executives, 
bankers and lawyers 

Consider today s reality 

There are 80 government inspectors picking over LT operations 
and finding glaring mistakes -- like sending out carloads of 
hazardous materials without ideiitifv'ing placards and 
distributing lists of trains with inaccurate informa. ion 

To make things worse. LT has to explain how these .'apses are 
not pan of a pattern of misukes that created a climate fur three 
separate fatal accidents in barely 60 days Seven peopie died :n 
those wrecks 

Meanwhile, customers are furious about serv ice disasters, 
talking openlv about a meltdown 

Heres an example a Southwestern shipper waited 12 days for 
locomotiv es to be put on a departing tram It took three more 
davs to get a crew lo move the train 

That IS a tar crv' indeed from pufT>' claims about railroads 
meeting jusi-in-time deliverv standards 

L P faces the music fodav at a meeting with major shippers 
represented bv ttie Natioiui Industrial Transportation League 

Shippers' <zroup finds skepticism is 
justified 

Todav > conditions arc not what the merger application 
promised, bv a long shot 

1 ot3 
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merger, since no definitive causes have been established 

Today's troubles could be just an unfortunate coincidence. 
Accidents do happen in spite of the railroads' steady, statistical 
improvement in safety 

And service problems caused bv lack of crews and locomotives 
and lax oversight can be fixed bv hiring more people, buying 
more equipment and getting the super\'isoty system operating at 
top efficiency 

At some point, however, it doesn't matter what the railroad says 
if the perception is so different With the heat on LT, its ability 
to handle adversity is imponant 

It's also imponant to note that LT's troubles aren't occurring in a 
vacuum The Surface Transportation Board blessed the union of 
LT and SP with almost no changes STB now is reviewing an 
even larger consohdation case involving CSX. Norfolk 
Southern and Conrail If the LT-SP megamerger doesn t appear 
to be working out ven.' well, how can STB rubber-stamp a deal 
where the applicants are making similar promises^ .At the ver\' 
least, CSX and NS must be giving serious thought to explaining 
how their outcome will be different from LT's recent 
experience 

Perhaps bv the time the Surtace Transportation Board Piles on 
the Conrail case next year. LT's recent problems wii! be a sad 
memory with a h.ippy ending .All sensible people will welcome 
the resumption of solid service and safe operations 

But what u the problems persist"" How can anyone guarantee 
these serious troubles won t happen again^ 

Rip Vk'atson ha.s workeJ m or u-ntten about the transportation industn since 
198? lie can nc reached at 12021 661-3363 
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ARLEN SPECTER 

United States 5cnntc 
V V A ^ , H I M , I . ' N DC ;^ObIO 

October 21. 1W7 

JUDICIARY 
APPROPR'ATiONS 

VETERANS AFFAIRS 
GOVERMMENTAL AFFAIRS 

l he Honorable Vernon A. Williams 
Secretary 
Surf ice I raiisportation Board 
l')2.'̂  K Street. NW 
Washmi-ton. IK- 2()42.V(K)()l 

Dear Sccrctarv Williams: 

[•nclosed arc mv comments on SIB I mance h ^kct No. ?>}MiH (CSX 
Corporation/Norfolk Southern Corporation Acquisition of Consolidated Rail 
Corporation!. 

Sincv^lv. 

\rlcii SWrer 

AS m'c 

OCT 31 mi 



. v ; ^.•ANi& 

V U N T A N A 

> ALABAMA 

HAMPSMIRI 
' r 'UTAH 

A M f ^ t L L COLORADO 
'MO 
•̂  N O « T H CAROL N * 

i^A. ^ S A N 

R O B ' vTC BVRD V W S T V I R G I N ' A 
D A N t t l K I N O U V I H A W A I I 
f P i M S T F M O L U N G S SOUTH L A R O t l N A 
PATRICK J L E A M V V t R M O N T 
O A U B u M P f M S ARKANSAS 
FRANK R L A u ' t N B t R G N f A J F R S O 
T O M HAHKIN l O A A 
BARBARA A M t K U l S K t M A R Y L A N D 
H A R f V Rf IC N ( V A [ ) A 
M f R B K O H l WISCONSIN 
F-ATTV M t . R R A Y W A S H I N G T O N 
BYRON I X ^ R G A N NO* . M O A H O T A 
BARBARA R O X C : A r F O " N l A 

United 5»tatc8 iocnatc 
COMMiTTF.E ON APPROPRIATIONS ^ 

WASHINGTON, DC 20aia-602& '^9 

6 I I V I H J C O R K S t S I « f O I M 1 . I O R 
J A M C S H i N G L i S H MINORITY S T A f ^ O R E C T O f l 

lhe Honorable \c;non A Williams 
"secretary 
Surface I ransporlation Board 
1V2.S k Street. NW 
Washington. DC 2l>4:VOOOl 

OCT 2 1 

Rc: SlB 1 liuincc Docket No. .Vv"iSX (CSX C orpt>iation NortoU Southern C vnporation 
.Acquisition ol C imsolidatci Rail C iirpt)ratioii) 

Dc.ir Sccrctarv W illi.ims 

I an- writing Io cuivcv mv commcnis on tin. application ti.cd bv CSX Corporation ("t S\ ) 
.iiul Norft>lk Souther'. Curporation f N S " ) to acquire Conrail. 

.As a I nil«..l Stales SciuKfr Irom I'ciinsv Iv ania. 1 have great ci>nceriis aboul the potential 
impact t>t the propt)scd breakup v>i Conrail on mv Siati. and the region as a whole, 1 have said at 
( ongrcssional hearings and in private conversations with the Chief I'xeculive OlTiccrs of Conrail. 
CS.X. and NS that iherc mav be no more significant issue for IVnnsvIvania's ectrnt̂ mv than the 
tuturc ol t vMira 1. On this state o\ the rcctird. based in part on mv di.scussions with the Cliict 
1 xecutivc (Mtlcers and my review ol the operating plan and other material- ..rtnided to me bv I'SX 
and NS. II ivmaiiis unclear whether the consummat-on of this transaction is necessarilv in the 
•fiublic inlciest.'" which 's the standard bv winch the Board iiuis! assess such mergers. 

As 1 noted in mv .̂-uus to ihc Board dated March 7. ]997 and Mav 1. 1W7. this transaction 
raises substantial issiu's with respect ti> the cllcct on Conrail empiovees. PeniisvIvania ct>mmunities. 
shippers, tile Port ol Philade.phia. trucking eoiiipanies. eommuter and intercitv passenger rail 
services, rail saletv and the env iioiimeni 1 heheve the Board s consideration of these issues should 
be governed bv the premise thai it is in the public iiiieiesi that IVnnsv Ivania. its communities, and 
Conrail emplovees should be no worse oft under the CSX NS purchase of Conrail than thev would 
have been under the origin ilK proposed C SX Conrail !iieiidl> merger. I recogni/e that the 
operating plaii^ filed bv CSX and NS do contain iiitormatioii about capital investments in 
maintaining and expanding sor.-c ( onrail lacilities. IK)wever. the totalitv of the transaelum must be 
reviewed, not ir.si individual pv>ekets ot success. 

As a mem'vr ol the Senate I ransportation Appropriations Subconmiittee and the .Antitrust 
Suhcominiltee t̂ t the Senate .ludieuirs ( vMninittee. i also have broader CMKorns about the 
consolidation t>r the railroad industrv and the efticaev of the Surlace I ranspi'rtation Board in 
reviewing mega-mergers such as the transaction proposed b> t SX and NS. Particularh in light oi 
the operativMial saletv and serv ice concerns which have arisen in the implementation of the most 
leeeni inega-mcrger between the I nion Pacific and Southern Pacitic railroads, it is particularly 
important to focu' on ensiiiing rail saletv and ou whether CSX and NS can reasonablv deliver on 
their promises of operational eft'iciencies. 



l he Surface I ransportation Board must act with great care in reviewing the propt)sed 
acquisition ol Conrail because it will have far-reaching implications for years to come. Lor. il 
the Board approves the transaction based on the operating plan filed hv CSX and NS. and the 
optinnstic scenarios projectd therein do not matcriali/e. there is little or no recourse lor 
atfeeled Pennsv iv ania ei>nimiiiiities. Comail empKnees, shippers, and other interested parties. 

In CO rnenting on whether the propi>sed transaction meets the statutorv "public 
interest" standard. I have left manv of the details (s.-ch as specific trackage rights proptisals) 
to the interested p.irties. recognizing that thev will make their own filings with the Board. 

jj-liJ^L'jAl'L^A^'I^"^^"'''''!'^ Significant Role in Pennsylvania 

I am pers(»iiall> taiiiiliar wii.i ( onr.il s hisiorv and role in Pennsylvania from my 
experiences in l')S5-X6. when ( ongress vvent to great lengths to save the railroad and the 
thousands of jobs which were at r\̂ .k ol' being eliminated. 1 have visited a number of Conrail 
faeililies through the vears and lune held legislative hearings throughout the State to hear 
tesliiiionv on the impact td the sale ot ( o'lrail. vlv discussions with elected oltieials and 
communitv leaders throughout Pennsv Ivania have also served to demonstrate the great 
apprehension lhal exists with Conraii's future in doubi. particularlv because it pavs nu>re than 
%}{} million aiiiuiallv in Slate a'vl local taxes and has purchased more than %AM) million a 
vear in goods and services lion Pennsvlvania vendors. Pittsburgh Mavor Thomas Murphv. 
ft>r example, noted in his lette. to me dated March 20. 1W7. that --lal cargo service must be 
maintained in Pittsburgh and the surrounding regitin beeau.se it is essential to moving U>cal 
goods and products lo domestic and international markets, (lie added that the tuiure h)cation 
of maior rail lines alvMig the Citv's rive banks and the downtown area pose public safety risks 
and mav limil llie development poleiilial ot the ( ilv. an issue which I believe is suitable tor 
vinir Boan.) lo etmskler.) 

Ihe magnitude ot ( onraii s role throughout Pennsvlvania canm t̂ be underestirnated. 
Ihe companv emplovs more th.in X.IOd Pennsvlvania residents in 64 of our 67 ounties. 18 
counties have more than KM) Conrail emplovees as residents, with the largest concentrations 
living in Blair Countv, Alleghenv Countv. iieaver Countv. Delaware C ouniv. and 
Philadelphia. .Acct>rdiiig lo the Pennsvlvania Depaitment of t ransportation, one-third of all 
rail traffic nuiving in the '. oited States passes through our State, much of it t>ii ( onraii s 
2.4.^6-mile Pennsvlvania rail netvwMk. 

Concerns .About the Price of the I ransaclion 

In as.sessing whether this iransaetitni is in the national public interest and 
Pennsv Iv ania's public interest, the Board should review whether ( SX and NS can pav S' i .^ 
per share for Conrail (1) without passing on that high costs to shippers in the form i>f higher 
rates, which will either cause shippers on dose profit margins to go out of business oi 
otherwise iiialenallv harm shippers; or (2) cause the expanded CSX and NS to reduce olher 
costs (such as MiaiiUenance and saletv l which would treat untairlv ( onraifs emplovees and or 
treat unfairly Pennsvlvania communities. 



Impact on Conrail l.mplovees 

I rt>m Ihc headquarters in Philadelphia to the locomotive repair shops in the Aitoona 
area to the rail vard in Conway to the ( lls^ ,ier Service Center in North 1 ayette township, 
there are more than X.(MM) Conrail employees in Pennsylvania. Thev had everv reason to 
expect that the initial ( onrail-CSX merger would have been a positive developmem tor them. 

I hey sl^uild expect to benefit from the CSX.̂ NS transaction . t least as much. I heir 
('cJicalion throughtnit Conraii's turbulent past enabled the railroad to succeed to the point 
where it is worth SI<> billion. 

In their filing. CSX ano NS state that thev "anticipate that tl e New ^ ork Doek 
conditions will be applict'" to the approval of their requested transaction, the governing 
statute. 4<̂) I '.S.C. ij | \ ̂ -,2U. clearlv mandates that the Board shall require CSX and NS tt) 
provide a tair arrangement io Conrail empKivees. including the preservation of right.s. 
privileges, and benefits thev receive under existing collective bargaining agreements. 
However. 1 am troubled bv' the reports I have received frt)m far too manv Conrail employees 
that the Nêw Vorkl)i:ck doctrine is grosslv inadequate in its appluation. In particular, they 
note the dilficiihv in ereoming the hurdle of prtning that the transaction itself attected their 
employment, not an iiilervening cause such as a drop in business or a technological 
innovation. I am also advised that railrt>ads have in past transactitins corn'Mued numerous 
smaller seniority distrtets into single seniority districts which cover hundred- of nines As a 
result, affected emplov as must exercise seniority to obtain jobs hundreds of miles from their 
homes and thus receive no real ct>r-p̂ -""SiJt̂ >rv protection pursuant to New ork Dock. 

I 1 reviewing the CSX NS proptisal. the Board should lake concrete steps tt) del >rmine 
what the impact will be on Conrail s einpK)vcc.s and. if it decides to apprt)vc the transaclioit 
the Board sliould avail itsell of its wide statutory discretion to impose ct>;).ditions tui the 
transaction to benefit employees bevond the doctrine of New Yt)rk DocL 

Corporate llcaduuarters in Philadci '̂hia 

In l̂ )S6. Congress took great care in preserving the statutory requirement that 
Conraii's corporate headquarters be located in Philadelphia, the 1.500 employees who work 
at the (enter City headquarters have contributed greath to the railroad's successes in recent 
years and deserve tt) have their interests prtvtectcd b> the Board 1 urther. Philadelphia's 
ecoiu)mv depends greativ on such a substantial corporate presence. Acctuding tt) the plans 
filed with the Btiard. ( SX and NS nilend to tiperate jointly in the Philadelphia area and will 
retain the Ct)nrail name tor the ct)rpt)rate cntitv whicii ct)nducts such operatitins. .Accordingly, 
tine t)f the issues confronting the Bt)ard is to ensure that in keeping with the intent ot 
Congress to preserve jobs in Philadelphia, that there is a significant headquart-.rs presence tor 
Ctinrail t)r an> successor cntitv. 

Ctmipetition Impact on Shippers and Other Railroads 

Lnder the gt)verning statute, the Bt)aid musi consider whether there will be sufficient 
real competition in a post-acqiiisilu)n ;.-nvironmcnt. I understand that ( SX and NS have 



structured the transactittn to include several shared asset areas, such as 'Miiladelphia. St) much 
jtiint activity is pre '̂imed n iî e operating plans that were filed that one must wt)nder whether 
there will be true coiiiP.:iitDn beuveen the two Class I carriers. In the absence of 
et)nipctition. costs .-.ill escalate and the region's economy will suffer. 

Ihe Board must give simple weight to the ct)mments vvliicn will be tiled bv the 
Canadian i'aeiflc Railway Delavv.'re and lludst)ii Railroad and the Pennsylvania short lines, 
whose role is critical to ensuring that shippers in the region have access tt) reasonable freight 
rail pricing. I urge the Bt)ard to ensure that Canadian Pacific Delaware ai.J lii'tlst)n receives 
effective ct)mmercial access to shippers in the greater Philadelphia area and tt) the sht)rt line 
railroads near its rt)utes of travel so thi:: the railrt)ad can take advantage of predictable, cost-
efleelive (>pporttinities w si-rve Pennsvlvania. par.iciilarlv Philadelphia. 

I liiive been contacted bv a number of sht)rt line railroads vvi leh believe that the 
Conrail takeover will have substantial impact on their t)peratit)ns and have asked that in the 
event the Bt)ari' apprt)ves the transaetit)n. that thev will have suf'leieiU trackage rights to 
remain etimpelitive and grtiw iheir businesses. I t)r example, during a legislative hearing 1 
held 111 Philadelphia on .April 14. Andrew Muller. .Ir lestifled ft)r the Reading. Blue Mt)untain. 
and Nt)rthern Railroad Company of Pt)rt Clinton. P. \ thai the Bt)ard should ensure competitive 
and equitable access tor tvvt) t)r more large railrt)ads to all areas t)t Pennsvlvania because it 
will be critical tt) the continued gr.ivvth t)l the anthracite ctial prt)ducers he serves. 1 would 
nt)te that the Btnird has received similar input from the Pennsylvania .Anthracite Ct)uncil in 
their tiling of .lulv 2X. |i)«)7. 

AiU)ther issue that art)se in the eonlexl of niv legislative hearing tif April 7 was the 
abilitv of niiii,;iuiou oal companies in the Clearfield Cluster in Clearfield ( t)untv. P A to 
access traditional mar!-els at eompelilive rates thrtiugh their short line operator. 1 urge the 
Board to address these concerns as it reviews the transaetion. 

(iiven the impt)rtant role plaved b; sht)rt line railroads in i'.jnnsv Ivania. partici. arlv in 
bringing smaller geographic areas into the glob;.I stream ot commerce. I i..ge the Btiard to 
acct)rd their concerns a high pritirnv. 

Impact on Pt)rts 

i'hroughoul the 1 astern Seabt)ard. rail service i^ essential lo pt)rts in coinmunities such 
as Philadelphia. Camden. llamptt)n Rt)ads. Baltimore, and New \ ork. During the legislative 
hearing I held on April ' L MH'"?. Manny Stamatakis. Chairman of lhe Delaware River Port 
.Authority, tesiifled that the ( omail acquisition has the pi)tential to alter the competitiveness of 
the Port t)t Phihidelpliia well i. ,o the next eenlurv. Among the issues he raised were the need 
ft)r maintaining v)n-terininal ae.ess lor three ( lass I railroads and et)n.petilive dt)uble-stack 
and ronventiiMuil rail service between the Port t)f Philadelphia and the Midwest. He also 
noted Ihe Autlit)rit> "s -iippt)rt it)r Canadian Pacific Delaware and lludst)n to retain its access 
tt) the Pt)rt. 



Impact t)n Commuter Rail -- St)utheastern Pennsylvania rranspt)rtatit)n .Autht)ritv (SI PI A) 

Public transpt)rtatit)n is critical tt) millit)ns of Pennsvlvania residents each vear. 
particularly in Philadelphia and its neighbt)ring suburbs, where conmuter rail operated by 
SI IM A has much at stake in the Conrail tran.saction. Sf J'l .A has informed me t)f its concerns 
on the pv)tential impact t)f changes in v t)lume and rt)uting of freight traftic on SI P l .A's 13 
ct)mmuter rail lines, which ensure mobility tt) residents of Pennsylvania. New Jersey, and 
Delaware and contribute substantially to the region's economy and environment. 

I am adv ised that SI P1 A and Con- il share commt)n tracks tor nas:,enger and freight 
opera'ioiis on int)re diaii hall Df SlPTA's entire service territory based on a clos-; relati.)nship 
since Conraii's ir.ceptit)n in l')76 ard trackage rights agreements tlating back to \ 979. .According 
tt) SI-P I .A. thiose agreements iiave fairlv and effectively governed the rights and respt)nsibilities 
t)f SI-P l .A and C onrail wilh respect tt) their t)peratit)ns. maintenaixe. alltiwable traffic ley els and 
ct)st apportit)nment. I believ e that in rev iew ing the CSX/NS propos;.'. the Board should ensure 
that a new trackage rights coiiiracl is tiblained bv Sl-P I .A which alU)ws not only existing sen ice 
tt) ct)ntiiuie but alst) prt)v ides ft)r new - ^ c e s which SI P I \ is studying (Cross Ct)unty 
Ct)rridt)r. .Schvulkill \ alley Metn)). 

Sinc^jfelv. 

Vy / 

Arlen Specter 

AS.dr n 
'''' . A.y^7VA^^^'^^ 
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h BEFORE THE 
JRFACE TRANSPORTATlOHaOARl^ 

•~ ^̂̂̂  Finance Docket No. 33388 

CSX Corporation and CSX Transportation. Inc Norfolk 
Southern Corporation ano Norfolk Southern Rail\A'ay Company 

- Control and Operating Leases/Agieements -
Conrail inc and Cor solidated Rail Corporation 

COMMENT OF THE VILLAGE OF RIDGEFIELD PARK, NEW JERSEY 
TO THE REFERENCED APPUCAHON 

The undersigned, counsel for the Village of Ridgefield Park. New Jersey (the 

"Village"), respectfully submits tbo annexed Affidavit of George D Fosdick, Village 

Mayor, by way of comment to the application cf the CSX Corporat'on and CSX 

Transportation inc (collectively. CSX'): the Norfolk Southern Corporation and Norfoil̂  

Southern Railway C )mpany (collectively ' NS"); and Conrail Inc and the Consolidated 

Rail Corporation (collectivsly, "Conrail") seeking authonty for the acquisition by CSX and 

NS of control of Conrail and the division of Conrail s assets by and between CSX and 

NS. 

Respectfully, 

Martin T Durkin. Esq 
burkin & Boggia, Esqs 
Centennial House 
71 Mi Vernon Street 
P O Box 378 
Ridgefieid Park, New Jersey 07660 

Dated October 16, 1997 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

CSX Corporation and CSX Transportaticn inc Norfolk 
Southern Corporation and Norfolk Southern Raiiw.iy Company 

- Control and Operating Leases/Agreements -
C jnrail Inc anu 'Consolidated Rail Corporation 

AFFIDAVIT OF GEORGE D. F O S D \ K 
MAYOR OF THE VILLAGE OF RIDGEFIELD PARK, NEW J E R S E Y 

LN CmNECJiONJAyTH T H E _ R ^ 

COUNTY OF BcRGEN ) 
)SS: 

STATE OF NEW JERSEY ) 

i. George D Fosdick of full age, being duly sworn and upon my oath, 

depose and say 

1. l a m a resident of the Village of Ridgefieid Park. New Jersey (the 

Village"), and have been a resident of the Village for most of my life 

2. I have been a member of the Ridgefieid Park Volunteer Fire Department 

for 33 yeais belonging to Truck No. 2 I was the Assistant Chief of the Volunteer Fire 

Department in '981 and 1982, and I was the Chief of the Volunteer Fire Department in 

1983 

3. In 1984 I became a member of the governing body of the Village to fill an 

unexpiieo term I was elected to office in 1984, 1988, 1992 and 1996. 



4 In l\/lay 1992, I was selected as Mayor by the Board of Commissioners i 

served as Mayor from May 1992 to May 1996 In 1996 upon my re-election as 

Commissioner I was selected for another four-year term as Mayor, and am presently 

serving in that capacity 

5. As Mayor I am also a member of the Ridgefieid Park Planning Board 

I make this Affidavit by way of comment to the application of the CSX 

Corporation and CSX Transportation inc (collectively. "CSX"): the Norfolk Southern 

Corporation and Norolk Southern Railway Company (collectively, NS ) and Conraii inc 

and the Consolidated Rail Corpora.ion (collectively, Conrail") seeking authonty for the 

acquisition by CSX and NS of control of Conrail, and the division of Conrail s assets by 

and between CS.v and NS 

7. At this time, the Village has no objection per se to the granting of the 

referenced application However, unrelated events have caused the application to take 

on a certain significance to the Village Specifically, the Village has become aware that 

the Delaware Otsego Corporation, of which the New York Susquehanna & Western 

Railway Corporation ("NYS&W") is a wholly-owned subsidiary, is the subject ot a 

proposed management buyout by Norfolk Southern Corporation, CSX Corporation and 

Walter G Rich. Delaware Otsego's Ch'ef Executive Officer ' (A recent article in the 

Railroad News column of the November 1997 issue of Trains Magazine stated that the 

buyout was expected to be done in September ) The realization of the management 

buyout would bnng the CSX and Norfolk Southern railroads into the Village in a 

significant manner. 

CSX tias an ongoing business relationship with NYS&W which transports freight cars to CSX s 
Litti'? Ferry Yard" located adjacent to the Village in the Borough of Ridgefieid Furthermore NYS&W has 

been a presence ir tne Village for many years, and since 1992 has operated a so-called Tefueltng and 
light maintenance f.icility" on property it owns within the V llage Their operation is not being operated in 
accordance with applicable EPA regulations 



8. In addition to the foregoing, the Village has been advised 'hat CSX has 

proposed, in connection with the matter curren^'y pending before the Surface 

Transportation Board, to construct two cross-tracks within the Village for the purpose of 

connecting CSX with Norfolk Southern and facilitating the m''->'ement of freight between 

the two railroads. 

9. The placement of the proposed cross-tracks A/ithin the Village is a matter 

of concern for a number of reasons Specifically 

(a) Traffic on the proposed cross-track will exacerbate an existing problem 

already faced by the Village in that it will cause p''o!onged blocking of two 

major thoroughfares, Mt Vernon Street and the Bergen Turnpike This 

will negatively affect a number of large industries, including Crystdl Clear 

Industries, Callahan Chemical. BP Electn'-n! Co . Fire Guard Spnnkler 

Corp , Hagemann Roofing, Guy s Auto Repair, Apache Auto Wreckers, 

Inc., M.J Racquet Construction Co. and Paoella Pro-Filing, located on 

the west side of the railroad tracks 

(b) A ne'.vly-constructed Department of P iblic Works ypi-d i«; located on 

the w>3St side of the railroad tracks Village fire trucks, ambulances anu 

garbage trucks are repaired and fueled at this location, and the untimely 

blocking of Mt Vernon Street and/or the Bergan Turnpike could, without 

exaggeration, make the difference between life and death should a 

serious fire or other emcigency arise at a time when an emergency 

vehicle is trapped in the DPW yard and is prevented from re-£ching the 

emergency site. 

(c) The location of the cross-tracks on Mt \/ernon Street and the Bergen 

Turnpike will in effect split the Village into two sectors, eastern and 



western, which separation will be at times a true blockade between those 

sectr-, i resulting from long intermodal trains utilizing the cross-tracks 

Indeed NYS&W s refueling and light maintenance facility has already led 

to the Mount Vernon Street and Bergen Turnpike crossings be-ig blocked 

for as much as 20 minutes to 1 hour at a time, causing those individuals 

on the west side to be greatly inconvenienced and, in fact, causing some 

property owners on the west side of the railroad tr-^cks to request 

reductions in their property assessments Any -dditional use of the 

railroad track in the Village will only make the present situation worse As 

it is, Conrail and NYS&W freight trams enter fhe present L.ttle Ferry Yard 

at about 5-10 m p h with freight trains that sometimes have as many as 

150 cars of freight! 

(d) The Village is concerned that the proposed cross-tracks may cat se 

use of the NYS&Ws refueling and light maintenance facility" in the 

- iilage to increase. 

(e) The Village has very recently learned that the New Jersey Department 

of Transportation, in conjun-:tion with Bergen Cc.'nty, is presently 

considering a renewal of passenger tr^.^sportation from Saddle Brook, 

New Jersey to Weehawken, New Jorsey, among other possible locations 

Passenger trains would pass through the Village and in fact a station is 

confem.plated in Ridgefieid Park The presence and use of the proposed 

cross-tracks will prevent the ability of passenger trams to pass through the 

Village on a regular scliedule and may affect tho construction of a railroad 

track 



10 Annexed to this Affidavit as Exhibit A are several photographs which 

depict both the site of the proposed cross-tracks and the "Little Ferry Yard " presently 

owned by CSX in the Be rough of Ridgefieid As these photographs indicate, there is 

more than sufficient room at the Little Ferry Yard for the construction of the proposed 

cross-tracks with none ot th^ attendant inconvenience and potential danger to the 

"v illage The Village thus believes that the Little Ferry Yard would be a far more 

appropriate site for the proposed cross-tracks. 

11 In adoition to the foregoing, the Village r.otes that Conrail presently 

maintains a drawbridge ^ \ ' ° ' the Hackensack River which, if operable, would pernnit 

water traffic to enter the eastern end of Overpecv Creek The Uniteo States Coast 

Guard has indicated that this drawbridge should be operable to water traffic However, 

Conrail has permanently close J the drawbndge by welding the track 

12. If the Surfat-e Transportation Board is inclined to grant the subjec. 

application, granting to CSX and NS tiie right to tlivide the assets of Conrail and merge 

thorn into tiieir respective companies, it is respectfully requested that Surface 

Transporation Board consider the following conditions: 

(a) That there not be a cross-track located in Ridgefieid Park behveen 

CSX and NYS&W. 

(b) That the NYS&Vv be required to remove its refueling facilities from the 

Village, which are in violation of applicable EPA regulations on 

containment of petroleum products. 

(c) That the bridge over the Overpeck Creek rnamtained presently by 

Conrail be returned to being a moveable bndge. so that vehicles can 

navigate the Overpeck Creek c-'st of the bndye. as they once did 



I heieby certify that the above statements are irue. If any of the above 

bt.̂ t*̂  nents are wilfully false or misleading, I am subject »o punishment. 

Date October 16, 1997 

GEORGE CKFOSDICK 

Sworn and subschbed to before me this 
16th day of October, 1997. 

Martin T Durkin 
Attorney at Law 
State of New Jersey 
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CERTIFICATE OF SERVICE 

The undersigned hereby certifies that on October 16, 1997. he served the within 

Comment of the Village of Ridgefieid Park, New Jersey to the application of the CSX 

Corporation and CSX Transportation, Inc (collectively. "CSX"); the Norfolk Southern 

Corporation and Norfolk Southern Railway Company (collectively. "NS"), and Conrai! Inc. 

and the Consolidated Rail Corporation (collectively, Conrail") seeking authonty for the 

acquisition by CSX and NS of control of Conrail, and the divis'C"^ of Conrail s assets by 

and betwi?en CSX and NS, by causing copies of said document to be mai'ed by first 

class mail, postage prepaid, to Administrative Law Judge Jacob Leventhal. Federal 

Energy Regjlatory Commission. 888 First Street, N E,, Suite 11F, Washington, D C. 

20426. and to all designated parties of record on the Se-A/ice List in this matter. 

/ 
Martin T Durkm. Esq 
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! t . 'i ! I \ s Co! I INS. CAM I IN'S K A N K A K 
f-^O R N 1 

A I'ROhhsslUNAI. CX)RPORATION 

267 NORTH S I REF I' 
P' H M o . N f ' I - YORK H ? 0 1 

Oc^-ober 14, 1997 

JOHN T. C UJNS 

(1923-1991) 

SURFACE TRANSPORTATION BOARD 
OFFICE OF THE SECRETARY 
Case Control Unit 
1925 K Street, N.W. 
Washingron, DC 20423-'D001 

ATTN.: STB Finance Docket No. 33388 

^ear Secretary of the BoarH; 

Enclosed are an o r i g i n a l and ten copies of the C e r t i f i c a t e of 
Service, pursuant t o the provisionr. of Decision No. 43, f i l e d cn 
oehalf of the Brctherhood of Locomotive Engineert-., Conrail General 
Committee ot Adjustment, R.W. Godwin, General Chairman, and 
Brotherhood of Loccnotive Engineers, New York State L e g i s l a t i v e 
Board. 

Very t r u l y yours, 

COLLINS, COLLINS & KANTOR, P.C. 

JOHN F. COLLINS, ESQ. 

JFC:car 
Enclosures 



BEFORE THE 

SURFACE TRANSPORTATION BOARD ///. 

STB FINANCE DOCKET NO. 3 3 388 

CSX CORPORA'! TON AND CSX TRANS'.̂ ORTATION INCr7 
NORFOLK SOUTHERN CORPORATION AND 
NORFOLK SOUTHERN RAILWAY COMPANY 

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

CERTIFICATE OF SEi'.VICE 

hereby c. r t i f y t h a t , pursuant t o the provisions of Decision 

Mo. 43, served October 9, 1997 i n the above-captioued matter, a 

copy of the attached Notice of I n t e n t t o P a r t i c i p a t e was served on 

d.ll p a r t i e s of record added to the service l i . ^ t , as i d e n t i f i e d i n 

Decision No. 43, v i a f i r s t class mail, postage prepaid on t h i s 14th 

-."ay of Occober, 1997. A l i s t of those part..Gs of record added to 

the service l i s t and served t h i s date i s attached hereto, 

J O I ^ ^ . COLLINS, ESQ. 

»̂v.*lc Record 

COLLINS, COLLIN.S & KANTOR 
i O R N l V . s \ ! 1 . \W • : ( . " N i i R l II M Rl I I • i U i i v u , N l ,\ \ i KK U : 0 I " i i . i .S.SS-'i-()() • ; "16) .SSS- )"~0 



CHRISTOPHER J. BURGER, PRES. 
CENTRAL RR CO. OF INDIANAPOLIS 
500 N. BUCKEYE 
KOKOMO, TN 46903 

M.W. CURRIE, GC 
UTU GO-851 
3030 POWERS AVE., STE.2 
JACKSONVILLE, FL 322 50 

MARTIN T. , I^URKIN 
DURKIN & ""1GGIA, ESQS. 
CENTENNIAL HOUSE 
71 MT. VERNON ST. 
P.O. BOX 378 

RIDGEFIELD PARK, NJ 07660 

GARY EDWARDS 
SUPERINT. OF RR OPERATIONS 
SOMERSET RAIIJIOAD CORPORATION 
7725 lAKE RD. 
BARKER, NY 1403i 
PETER A. GILB'P;RVS0N 
LOUISVILLE & INDIANA RR CO 
SUITE 3 50, 35 W. JACKSON BLVD 
CHICAGO, I L 60604 

R. LAWRENCE MCCAFFREY, JR. 
NY & ATLANTIC RAILWAY 
405 LEXINGTON AVE., 50TH FLOOR 
NEW YORK, NY 10174 

SAM J. NASCA, SLD 
UNITED TRANSPORTATION UNION 
35 FULLaZR RD, STE 205 
ALBANY, NY 122 05 

SCOTT A. RONEY, ESQ. 
ARCHER DANIEIS MIDTAND CO 
P.O. BOX 1470 
4 666 FARIES PARKWAY 
DECATUR, I L 62525 

ALICE C. SAYIOR, VP, GC 
AMERICAN SHORT LINE RR ASSN 
1120 G ST. N.W., STE 520 
WASHINGTON, DC 20005-3889 

THG.IAS E. SV-:HICK 
CHEMICAL MANUFACTTJRERS ASSN 
1300 WILSON i^LVD 
ARLINGTON, VA 2 22 09 



ROBERT P. vom EIGEN 
HOPKINS & SUTTER 
888 16TH ST., NW, STE 700 
WASHINGTON, DC 20006 

LEO J. WASESCHA 
TRANSPORTATION MANAGER 
GOLD MEDAL DIVISION 
GENERAL MILIJS OPERATIONS, INC. 
NUMBER ONE, GENERAL MILLS BLVD 
MINNEAPOLIS, MN 5542 6 
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r I Bf .S I^N & MAINE CORPORATION 

MAiriE CENTRAL RAILROAO COMPANY 

SPRINGFIELD TERMINAL RAILWAY COMPANY 

IRON MORSE PARK 

NO BILLERICA, MASS 01B62 

LAW DF PARTMFNT 
(978) 66.>-1029 

October 20, l997 

Vernon .A Williams. Secretary 
Surtace l"ransporta»ion Board 
i92S K Street. N W 
Washinuton. D C 20423 

Re Fina.ice Docket No ^TTJTO^"^ 

CS.X (\5rp0rati0n and CSX Transportation, Inc. 
Nortblk Southern Corporation and Norfolk 
Southern Rpfw.;, Company -- Control and 
Operating Leases,'Agreements -- Conrail, Inc 
and Consolidated Rail Corporation 

Dear Secretary Williams 

Fnclosed herewith for filing in the above-captioned proceeding are the original and 
twenty-tne (2*̂ ) copies of the Boston ard Maine Corporation's Comments in Support of 
the Application and in Opposition to Certain Conditions F'oposed by the State r.;" Rhode 
Island Copies have this day been served upon the parties of record as noted in the 
Certificate of Service 

i f there are any questions, please contact the undersigned directly. 

Sincerely, 

lohn R Nadolny 
Vice President and 
General C ounsel 

OG! 3 I W/ 

D3 P»f1 of 

enc 



-gNTtFifft • 

Of<io»«"»«.S»c.ta'v jl BKFORt nn? 

OCT ^ ' '̂ ^̂  Washington, D.f 

: Kinanrt Docket No. 33388 

( S \ (ORPORA I ION AM) ( S \ TRANSPORTA I .ON. I S C . 
NORK>!.k SOI 1 HKRN (ORPORA I ION AND 
NORFOLK SOI i ilFRN RAIFW \N ( ()MPAN\ 

- C (>N FROF AND OPFRA FINt; i ^ A S F . S / A ( ; R K F M K N T S - -

CONRAll . IN( . AND<ONSOl IDATKD RAIF( ')RPORA FION 

Boston and Maine Corporation's Comments in Support 
uf the Apphcation :ii:d in Opposition to ( ertain ( onditions 

Proposed by the State of Rhode Island 

Boston and Maine Corporation, Springtleld Terminal Railuav Company and Maine 

Centril Railroad ( ompany (collectively fhe Guilford Rail System ano referred to herein 

for purposes of simplicitv and consistencv with ttiC .\pplication as "B&M") heieh\ present 

(i) their comments on the proposed transaction, as described in the Application and 

(ii) their comments in opposition lo certain suggested conditions described in the earlier 

tiling submitted bv the State of Rhode Island 

B«S-M supports the proposed transaction and is of the belief that its expeditious 

approval and consumation will provide substantial improvement in the market for 

competelive rail service throughout New I jigland in general and on the Guilford Rail 

System in particular I'nlike manv ol"iho>>e who will submit comments or responsive 



applications in this proceeding, B&M has a lirect identit'nble and measurable interest in 

the successsful outcome ot same l or manv vcnrs B&M has tried a variety of ditTerent 

means to maintai'i competetive connecting routes into New E ngland Fot many years 

B&M has relied c its connection with the single dominant earner in the region, Conrail, 

to develop new busin»*ss and ser* ices, such as B&M's PressRunner paper express train 

and PoMveast Express intermodal seivice It is imperative that the proposed merger 

result in customers of the (luilford Rail Svstem having the opportunity to route traffic to 

either the new CSX system or the new Nortblk Southern system It is 'our undf'-^ anding 

that these options will he a\ .liable as a result of an agreement reached between Canadian 

Pacific and Norfolk Southern to extend the Nortblk Southern syj-.tem to Mechanicville, 

New ^'ork. enabling a direct interchH ige between B&M and Nortblk Southern 

B&M has aireadv improved its line between Mechanicville. New York and 

Rotterdam Junction. New V ork to allow for an etlicient interchange at what will become a 

CSX uatewav B&M is currentlv comnleting a substantial rehabilitation program between 

the Hoosac F unnel, in \orth Adams. Mas.sachusetts and Mechanicville, New V ork. which 

will present rn etVicient interchange with Norfolk Southern I ic p^placernent through the 

tunnel will continue during the winter, while our contractor completes the tunnel clearance 

impiovenicnt program initiated in September. 1 I urther clearance improvements are 

scheduled f or the spring of 1908. primarilv the removal of restrictions at some nineteen 

bridges When completed in 1998. the B&M line will otVer the same clearance benefits 

presentlv otVered on the Conrail main line between Albanv. New York and Worcester, 



Massachusetts, albeit with substantiallv better grades 

B&M sees the opportunity to prov ide better and. or expanded service throughout 

New I ngland hv establishing new etVicient and competitive operation ,ith both CSX and 

Nortblk Southern ov*.>f existing locations and via the improved western end of our 

railroad B&M has initiated the above-described investment and improvement programs 

in an etlbrt to he ready for these new opportunities on or betbre the Board's scheduled 

decision date 

t}&M opposes the suggestion, set forth by the State of Rhose Island at Section III 

of its Description of Anticipated Responsive Application Filing dated August 21. 1997, 

th.'t the Board "grant Norfolk Southern trackage rights to the Boston & Maine [sicj line, 

currently owned and operated by the (iuiltbru 1 ransportation Co |sic] to allow 

interchanges with the P&W at Ciardner, NFA " I here is simply no need or authority for 

the granting of such extraordinarv relief I he Board';, mission in ndjud'cating ihis 

proceeding does not include the elimination of existing carrier'̂  from presently functioning 

routes There is no evidence, twr even a suggestion, that the existing connections enjoyed 

hv l '&\ \ do not OI will not work post-merger It is also teiiing to note thai, to the best of 

on\ knowledge, neither P&V\ iu)r Nortblk Southern has requested this unprecedetited type 

of action 

In conclusion. B&M tespeclfullv requests that the Board approve Ihe Application 

as expeditiousiv as possible and that the Board reject the conditions suggested by the State 

of Rhode Island 



BOS ION AND MAINH CORPORA HON, 
SPRiNGFlHLD FFRMINAL RAILWAY 
COMPANY and MAINL CHNTRAl 
R AILROAD ( OMP ANY 

October 2'- 1997 
i1^ Nadolny 

Vice President and (}ener 
I aw IX part ment 
Iron Horse Park 
N Billerica. MA 01862 
(978)66.1-1029 



C F R T I F K ATF OF SFHM( F 

I . John R Nadolny, certit> tha' :>n October 20, 1997, 1 caused to be served by first 
class mail, postage prepaid, a true and correct copv of the foregoing B&M-2. Boston and 
Maine Corporation's Comments in Support of the Application and in Opposition to 
Conditions Proposed by the State of Rhode Island, on all interested parties of record in 
S FB Docket No .TT 8̂8 
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ORIGINAL 
BEFORE THE 

SURFACE TRANSPORTATION BOARD 

Finance Docket No. 3338 8 

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

-- CONTROL AND OPERATING LEASES/AGFEEMENTS --
CONRAII INC. AND CONSOLIDA"SD RAIL CORPORATION 

EShR-4 

Finance Dockec No 33388 (Sul No. 57) 

EASTERN SHORE RAILRO^, INC. 
TRACKA:?E RIGHTS EXEMPTION 

LINES OF PENNSYLVANIA LINES LJ.C 

! l 

C0t>4MENTS OF EASTERN SHORE RAILROAD, JiNL •••• .S9rrt(ary 

Robert A. Wimt-'sh 
John D. Heffner 
REA, CROSS & .AUCHINCLOSS 
Suite 420 
1920 N Street, N.W. 
Wpjhington u.C. 20036 
(202) 785-3700 

Attorneys f o r the Eastern Shore 
Raiiroac, Inc. 

Dated: October 21, 1997 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

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

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

ESHR-4 

Finance DocKet No 12388 (Sub-No. 57)-

EAP̂ rvRN SHORE RAILROAD, I TC. 
-- TRACKAGE RIGHTS EXEMPTIJN --
LINES OF PENNSYLVANIA LINES LLC 

COMMENTS OF EACTERN SHORE RAILROAD, INC, 

Intro d u c t i o n 

In i Decision served July 23, 1997, the Surface 

Transportation Board accepted f o r consideration the primary 

ap p l i c a t i o n and re l a t e d f i l i n g s (hereinafter, these r e l a t e d 

f i l i n g s w i l l oe refe r r e d to as the "Application") submitted by 

CSX Corporation ("CSXC"), CSX Transportation, Inc. ("CSXT"),' 

ESHR had previously reserved a "Sub-No." docket 
des.'gnation i n a n t i c i p a t i o n of f i l i n g a responsive appli i.;ation. 
Since i t has since elected not to f i l e a responsive a p p l i c a t i o n , 
ESHR understands that i t i s no longer necessary f r r i t to re f e r 
to Sub-No. 57 or to the trackage r i g h t s caption that accompanies 
i t . 

CSXC and CSXT w i l l be r<^ferred to c o l l e c t i v e l y as 
"CSX." 



Norfolk Southern Corporation ("NSC"), Norfolk Southern Railway 

Company ("NSR"),' Conraii Inc. ("CRR"), and Consolidated R a i l 

Corporation ("CRC")' ( c o l l e c t i v e l y "Applicants") f o r Board 

approval and autho r i z a t i o n under 49 U.S.C. §§ 11321-25 f o r , as i s 

relevant here - (1) the a c q u i s i t i o n by CSX and NS of con t r o l of 

Conrail; and (2) the d i v i s i o n of assets of Conrail by and between 

CSX and NS." 

In i t s Decision served on J'uly 23rd, the Board 

confirmed the procedural deadlines f o r t h i s proceeding. As 

pertinent here, the Board has required that a l l p a r t i e s wishing 

to o f f e r comments, protests, and requests f o r p r o t e c t i v e 

conditions, and any other opposition evidence and argument must 

make such f i l i n g ( s ) by October 21, 1997. In keeping wi t h the 

Board's procedural schedule, the Eastern Shore Railroad, Inc. 

("ESHR"), a class I I I s h o r t l i n e r a i l r o a d heaaquartered i n Cape 

Charles, VA, hereby submits i t comments i n connection wi t h the 

above-docketed Application.*^ 

NSC and NSR w i l l V;c referred t o c o l l e c t i v e l y as "NS." 

•1 CRR and CRC are referred to c o l l e c t i v e l y as e i t h e r "CR" 
or "Conrail." 

Hereinafter, the series of transactions proposed i n 
Applicants' primary a p p l i c a t i o n and re l a t e d supplements shaJI be 
referred to as the "Transaction." 

On August 22, 1997, ESHR f i l e d , as "ESHR-2" a 
Description of Anticipated Responsive Ap p l i c a t i o n to -- (1) 
preserve competitive r a i l service to shippers located aloi'g the 
southern end of the Delmarva Peninsula, and (2) ensure f o r mid-
A t l a n t i c shippers a competitive c o r r i d o r between the northeastern 
U.S. and ..he greater Norfolk, V i r g i n i a v i c i n i t y . ESHR also f i l e d 
on August 22nd a Nt^itice of Appearance f o r Robert A. Wimbish 
(ESHR's designated Washington counsel), and a "Rebuttal of 



Comments 

E a r l i e r i n the course of t h i s proceeding, ESHR had 

determined that i t might be n^-essary t o protect i t s i n t e r e s t s 

and i t shippers' i n t e r e s t s by preparing and f i l i n g a responsive 

ap p l i c a t i o n . I t has since elected net t o go forward w i t h r^uch a 

f i l i n g . 

Within the p'-st few weeks, ESHL representatives hav.̂ . 

met w i t h o f f i c i a l s from NS to discuss the p o t e n t i a l t r a f f i c 

diversions that the Application indicated ESHR would s u f f e r post-

Transaction. At those meetings, NS represented that -- contrary 

to the expert t^'Stimony contained i n NS's po r t i o n the 

Application -- i t foresaw no instances where NS wouid attem.pt to 

div'='L-t away from ESHR any t r a f f i c ESHR cu r r e n t l y handles. NS 

therefore could net foresee any ESHR revenue losses (post-

Transcction) that would be a t t r i b u t a b l e t o NS a c t i v i t y . Indeed, 

ESHR representatives came away from the meeting w.th a sense cL 

renewed commitment from NS to pursue and develop w i t h ESHR new 

business opportunities a f t e r consummation of the Transaction." 

Presumption of ' S i g n i f i c a n t ' Transaction i n Connection wit h 
Anticipated Responsive Application" (ESHR-3). 

' In a l e t t e r from B i l l Schafer, Director of Strategic 
Planning f o r Norfolk Southern, to George R. Conner of the 
Vi r g i n i a Department of Rail and Public Transportation, Mr Schafer 
stated: 

Norfolk Southern has established strong 
partnership w i t h i t s s h o r t l i n e s . i t i s not cur 
po l i c y to e s t a b l i s h transloading f a c i l i t e s f o r the 
purpose of a t t r a c t i n g t r a f f i c that otherwise or i g i n a t e s 
or terminates on s h o r t l i n e - r a i l r o a d s . 

As we discussed i n our meeting n Norfo]': on 
October 7, the t r a f f i c diversions from the Eastern 



CSX hos been holding meetings with representatives of 

the Commonwealth of V i r g i n i a regarding aspects of the proposed 

Transaction, and TSX nas arranged f o r a s i m i l a r meeting w i t h ESHR 

i n an e f f o r t t o aadress and resolve ESHR's t r a f f i c and revenue-

related concerns. While ESHR i s encouraged by such p o s i t i v e 

developments, i t i s disappointed by the tardiness o l CSX's 

responses to frequent ESHR i n q u i r i e s . ESHR hopes that CSX's 

recent commitment to meet and p o t e n t i a l l y resolve ESHR m.atters 

s i g n i f i e s an e f f o r t by CSX to act responsibl"- toward those 

c a r r i e r s ho, l i k e ESHR, are or may be affected by the 

Transaction. 

For the reasons presented above, ESHR has elected not 

to submit a responsive a p p l i c a t i o n i n t h i s proceeding. Although 

Eb-ii: i s s t i l l concerned about i t s future economic well-being i n 

the event the Transaction i s consummated, i t i s now hopeful that 

NS and CSX wi.1 work with ESHR -- as NS inf o r m a l l y pledged to do 

and as CSX now appears i t may f i n a l l y be ready to do -- to ensure 

that ESHR's essential r a i l services w i l l be preserved. Ei IR has 

Shore Railroad (ESHR) showr i n Volume 29 of the 
Application are probably overstated. Most of the 
t r a f f i c i n d e n t i f i e d f o r diversion o r i g i n a t e d or 
terminated i n the Norfolk ?rea, and i t would make sense 
fo r t h i s t r a f f i c to contiruie to be routed v i a the 
ESKR. NS w i l l continue to work with ESHR to 
i d e n t i f y business opportunities that w i l l b e n e f i t 
us both. 

Norfolk Southern's s h o r t l i n e marketing group i n 
Roanoke has been working r e g u l a r l y Wx-.h s h o r t l i n e s i n 
Conrail t e r r i t o r y on rate, interchange and service 
issues. This group v.'ill also assist V i r g i n i a s h o r t l i n e s 
w i t h s i m i l a r issues. 



no f u r t h e r comments to submit at t h i s time, but i t wishes to 

remain a party of record i n order that i t may continue t o review 

and assess developments i n t h i s proceeding. 

Respectfully submitted, 

Robert A. Wimbish 
John D. Heffner 
REA, CROSS & AUCHINCLOSS 
Suite 420 
1920 N Street, N.W. 
Washington, D.C. 20036 
(202) 785-3700 

Attorneys f o r the Eastern Shore 
Railroad, Inc. 

Dated: October 21, 1^91 

CERTIFICATE OF SERVICE 

I hereby c e r t i f y that I have t h i s 21st day of October, 
1997, served copies of the foregoing document upon the Primary 
Applicants, ALJ Jacob Leventhal, and a l l p a r t i e s of record by 
means of U.S. mail, f i r s t class postage prepaid, or by means of 
more expeditious d e l i v e r y . 

Robert A. Wimbish 
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I o lhe Members Ol'tlie .Surlace I raii.sportalion Board: 

I am ( oiiuressman Robert Menemle/ and I icpres-Mt the rhirleeiith Congressiona! Distiict 
o'. Xeu .lei NCN New .lerse\ s I hirlecnth Conures.̂ n.nal Distncl has siiine of the most denseiN 
ponuiaied cities in tlie I niled States l iiis area has \inualK e \ i i \ toim ot"transpoilalion - tail, 
hiuiiw.iv. poit. mass iiansit and an l^>n^ \c\>.aik and I Ji/aheth ar>.- tlie knuest maritime |)oits iii 
the \e\\ \ oik Harboi makmu it tl"- laiue.sl pint on the luist (iiasi I he Conrail '̂aids make up 
the economic spine of New .lerse\ and :he Northeastern 1 S I SO.000 jobs depend on the Port of 
New N oi k and Neu .lerse\ and the Port aii'. the New \ ork Noilhern New Jersey Metropolitan 
leuion s I million jieiiple depeiul upon lail seiMce 

loliii Snow, the Cliair'̂ ian of CSX said of UK- C onrail CSX NS meiuei. lhe de\il is in the 
details I hC) .• are tens of'housands of pages of submissions lo the Surface rranspoi talu)ii 
lioaui and fiomtlu point ot Mew olllie New Noik Haibvn tiieie ap leai s to be a certain amount 
of de\ litis some otit detailed, some of it ue\ilishK \auue I submit the following comments as 
problem aieas that should he addiessovl b\ the Poaid in the hc^i inteiesis of the nation the 
economv and our fellow citi/ens 

Noisi' 

\ olume oA has the di.scussion b\ the meigei panics of Noise Mellioi.lo'og\ 

\covistic shielding provided by the first row or two of residences is usuallv 
sufficient to keep noise exposure below DNI osJB at residences tli it are tliithei 
awa\ (pp B-l 1''''. B : - : ( H ) ) 

As a frame of reference f \A considers i>̂ V̂> le\cl where it is intolerable for indi'>idiia!s to li\e 
.AppareiilK the railroads heliese that the\ are tiee lo use tlie fust two rows of residences as free 
acoustic shields foi n;ttiiu' .sounds in llie commuiaties through which thev pass liirthe. tore, if 
the sound is leduced to ovlB t'ccausv' of stuiic absoiptioii b\ peoples' liome. tlieii the IUMSC !o\el 
inside those residences used as shieidiiii: is much, iviuch louder 



Recommendafu)n 

The Board should lequne the parties to the mergers to augment ertecti\c noise reduction 
i aikue to take elVectue noise relief measures amounts to a taking for the residences along the 
right of way Studies show that prolonged expiisure to ele\ated noise levels result m lonu tern; 
hearing loss and other health complications l he Board must condition merger approval on 
aileijuaie noise protection for residences adjacent to - ail right of ways I he intended benefits ot 
this merger should not iinohe the loss of hearing bv 'lelpless citi/ens There was never anv 
intention b\ the Congress to grant the Bo.iid merger approval which would iiivnmi/e mergei 
parties m areas related to public health Similarlv I have enclosed correspondence from Conrail 
leuaid'Hii noise pi\)blems rail operations have piod'.ced in mv communities Similarlv it is hoped 
that the Boaid would not nnllifv pieexisting imements or i. MIII settleiDeiits with communities or 
local noise ordinances 

Salelv 

I 'le case before the Board presfMits three parties whose records raise serious safetv 
i|uestions Conrail has a i ecenl historv v)f over 1.000 safelv v iolations Norfolk Souihern has 
lel'usetl to participate m the I edeial Railmad Administration Sa.elv .Assurance r'.nd Compliance 
I'louiaii. ..nd NS dispatcheis have goii'- out on strike t)ver training qualifications and skills CS.X 
IS facing a $2 billion jurv award over a h'S7 crash invDlv ing ha/ardoiis material and an October 
l(v l edeial Railroad Xammistiation repon t)utlining Z.'̂ l safetv related projects involving too few 
emplovees to maintain track and communications facilities properly or to dispatch lur uiid 
i i e w s 

l he (ioveiiiment Acc- iunting Office sliidv Rail I ransporlatioii t edei al Kaiboild 
•\dim\!sU:miojLSj\m^^Ai^^^ (G.\0,RCI.0-^^7-142) in its principal 
findings stated 

Safel* on the nation s railr. lus ha.s improved since U'7(.. although the most rapid 
Lleciease in accidents occuiied before h)S7. I RA and industrv otVicials attribute these 
improvements to advciiicemeiils iii techmilogv increased investment focused on a 
dovuisi/ed infiastructuie and a more scientific approach toward reducing injuries 
I lowev ei class 1 freight lailioads which account for most of the mdusiry's revenue and 
tiain-miles. are now using fewei miles of track 1 abor otVicials believ e that these changes 
111 operatuMis c.nild lead to moie rail collisions and accidents as a icsult ot greater 
congest.on and fewei qualified employees to perform essential maintenance W hile 
cii'rent safetv trends aie positive, it is uiK-ertain how further advan.enients in technologv 
o' :eductii)ns in emplov ment will atVect saletv in the futuie 

Nonetheless, finther improvements in safetv are needed, since more than I .DOd people die 
each vcai as a lesult of fatal C()llisioiis between cats and trams oi as a result of irespas.sers 



on rail road proper'\ being struck bv trains lla/aidous material relea.ses resulting from 
tram accidents bowed no clear trends between l̂ )7S and U)*'*̂  Aboul 2M,0(H) people 
were evacuated across the Cniled States because of rail-relaled ha/aidous materials 
releases t)ccurr ng over these vears Concerns remain aiKHit evacuations hecause the 
volume of chemical trailic increased bv i)ver one-third tiom l"''o to hi'>s 

I he I iiKin I'acilic Southern Pacific and Burlington Nonhe'!; Sanle-l e meigeis aiul then 
aftermaths have not been model )f improved etliciencv. customer service or safelv I here is a 
lapidlv developing bodv of information that mos', of the ct)nditions that were placed on the 
railroads bv the Surface rianspi)itatit)ii lioaid have not been honored On .Xugust I . the 
.Assistant (ieneral Counsel t)f the C S Depailmcnt of I ransponalion wrote th.e SHi ci'mg 

rroublmg incidents have occurred that warranl investigation in order to determine the tlill extenl 
of problems associated with tiie meigei It is cleai hv m ,v that continuing disputes owr the 
application of some conditions have delavetl the onset of competitive seivice I SDOI raised the 
he.id-oii collision of two I P freight tianu near San .Antonio. Texas, where four jieopie were killed 
a ul one severelv burned ( onceriis about .afetv problems on Burlington Northern were raised as 
well Shoitlv altei this letter was sent ihi. e was a crash of an Amtiak tram in Arizona on 
Biiilmgtoii Noi!hem Hacks 

Intv) this context, the proposed Conrail meigei envisions a Shared Asset Area witii no 
operating plans lui plans tor investment in facilities already operating at full capacilv. expectation 
of huge increases in ti atVic. and v astiv reduced labor forces in the most densely piipulated area in 
the nation Moreover unlike the other meigers t!iis area has heavy mass transit usage on the same 
tiackage as freight rail (loo riders use NJ Transit daily Thete are only 20 pages which refer to 
ii.iiisit at all III the submission Conrail has tiackage rights agreements with NJTransit. renewable 
annuallv. expiring Octobei 11, 1''''7. which specifies the rights and responsibilities between 
Conrail and NJ Transit in Ni.'thein New Jeisev The agreemenl provides that preference be given 
to passenger service over freight Wilhoul specific pl̂ ns and commitments lo the preservation of 
transit rights, billions of dollars ot'state and fedeial mvestmeni mass transit will be 
compi (11111'.ed 

Recommendation 

\s a precondition to merger safetv promises must be guaranteed In recent mergers, the 
S I B has acteu in good faith and required subsequent safetv improv ement but this has been met 
with lackadaisical compliance Now. the S TB should insist on safetv as a initial condition prior to 
meiiiei Revenues ol'tlie parties to the meigei should be lequiied to be paid into escrow until 
thete are sutVicient funds to finance urgent safetv improvements 
Second, th.e parties to the meigers must he required to reach satist'actoiv lesolutions to the 
tiackage right is.sues wi;'. all public t.ansit entities 



I.atior 

In exami'iing the pleadings to the S I B ii appears that OIK ol the majoi reasons tor this 
merger is i!ie abrogation of collectiv e bargaining agreements While the supporting 
documentation has lengthv narrativ es of finances and corridor routings the emphas' • of the 
prayers for relief are for changes in labor contracts The Suiface i ranspt)n;itioii B« .1 has the 
authoritv to abrogate freight rail collecti>- bargaining agreements anc destrov (.rivaiely negi)tiated 
I ail lahoi protections 

l he railroads hav e made it their highest prioritv to maintain their adv antage of abrogating 
contracts in the case of failing lailroads and subsequent mergers Rail labor conlracis almost 
alwavs have better labt)i conditions than any statutoiv protection 

The railroads are tiAing t.) take advantage of old measures lhal were taken when the 
Inteistate Commerce Commission was faced with failing railroads and with stranded ciimmunities 
I he natuie of rail iner-.ers has drasticallv changed They no longer involve failing railroads 1 he 
iinilateia! .ibrogation of ctintracts bv the Surface Transportation Board has taken on some sinister 
new aspects The S I B has voided contiac's not to sav e failing railroads but "to i)btain the 
heiietits of a tiansaction that we have approved in the public interest " I he S I B has used a .i<i-
vear oUi approval of a mergei and conditions lo break a cmrenl collective bargaining agreement 
simplv because t le railroad asks them to act In the rcv.".t Burlington Northern-Sante Te merger, 
the Surface Transportation Board allowed the termination '-"f VOIH) clerks in Minnesota Most of 
these individuals had lil"elime conliacts 

Most of the statutorv |)rotections l,)i railroad workers preceded moder.i unemployment 
programs They are criticized as t verly generous but are veiA ditVicjlt. in fact to colie' t The 
other labor "protection " prov ision that is usually cited is New NDi k Dock New ^'ork Dock is 
repeatedly leteired to m the prayer t"or relief along with other vague statutoiy provisions 

There is reason to believe that the statutoiA pn)vision is Sectii)ii 7(i2 (if the Regional 
Reoigaiii/ation Act of l*>7̂  which created Conrail stating 

The ('oi|)oialion mav terminate the emplov ment of certain emplovees. in 
accoidance with this section, upon tln^ pavment of S.i5() for each month i)f active 
seivice vvilb the corporation or wilh a railroad in reorgani/alion, but in no event 
mav anv such lerinination allowance exceed $2-'̂ .()(l(> 

This is far less cash pavmenl than vvvnild be receiv ed under New \'ork Dock vloicover 
Sec "^itsih) (if the same act states 

Am benetit received hv an emplovee undei an agreement entered into pursuant to 
Section "01 ot'this Act|ie|)ealed! and anv termination allowance received under 
section "̂ 02 of this Act shall be ci nsidered coinpensatu n solelv '"oi the purpose of-



( I ) the Kail'..; d Retirement Act oiA'VA (45 I'SC 2^1 et seq ). and 
(2) de'ermininii the compensation received bv sticli 
emplovee in an. base under the Railroad I nemplovmeii'. 
Iiisuiance Act (4.̂  I SC . ' "^ l et seq ) 

It is possible that the tnie agenda of this meiger i^ to terminate all the Conrail en'plovees 
and p<iv them off with a fiaction of the amount the railroads would be rec|uiied to pav undei either 
the collectiv e bargaining agreement oi the fiM less generous terms of New York Dock It is also 
possible that the railroads mav be able lo sliue these Icininated Conrail employees onto the 
Tedeial loles of Railroad I'liemplov ment or Retiiement The federal Oover-Miieih mav end up 
subsidizing this mergei 

Recommendations 

I he S I B should lequiie the parties to the mergei to lenegotiate lahcM contract undei the 
leiiiis of the Railwav I aboi \ct The S I B would nev er serious'. entertain voiding contracts for 
coal or diesel fuel for profitable companies To exercise this power ()ver labor contracts is 
unnecessar The S I 'ii should also make everv etVort to avoid sanctioning merger prov isioiis 
which have ;IH> etVect of prov idiiig federal subsidies to the parties 

Shiueil \ssft Area 

The proposed me'^c ofTers a historic opportunitv to end the virtual "lononolv of 
( oniail III the Northern New Jei .ev'N'ew N'ork region ' he central question is whether 
compelitioii wil! h.e the resull of the Shaied Asset Aiea ' The Shared Asset Area has over 2<' 
inillion people It has been termed the jewel :n the cmwn " of the proposed merger The onlv 
certaintv with the SA.A is that it is completelv undetined Tî ere is no operating plan for the S.A.A 
in '̂ 'ew Jersev The parlies have said that the operating plan mav not be available until the last 
i|uartei of next vear That is com enieiitlv pas' the time for scrutinv bv the Surface Tiaiisportalioii 
Board 

W lial is wrong with an ill defined operating plan for the S A A ' Commerce rei|u;ies an 
aniouiu -if ceilaiiitv If (he S \,A is trulv the jewel in the oowi i of this mergei. is it in the public 
mierc'.t to allow iinprovisalion in what is the largest maiket m the nation ' At best, goinu forward 
w'th inadequate knowledge of the o[i.Mating plan is bad ()ublic and eC()noiiiic policv At worst, 
the S A A IS a !limsv veiieei to conceal in()nopolv practices behind the power of the S TB to ciafl 
aiiti-tiust exemptions foi meigeis winch ihev appi ivc 

\\ liai little we know ot thc S.AA in the Noiiheiii New Jersey aiea is tiouhlmg I here are 
no definite commitments for anv capital in)proven)ent in New Jersev The (\>nrail yards that will 
be divided lielween the parties arc alieadv al i'lill capacitv. vei iiiconsisteiitlv the submissioiis insist 
that theie will be a vast iiiciease in trailic volume The onlv clear reconciliation of these 
antitheses is that cargo will be diverted aw -.v nom the Port of New Noik and New Jersev 



As I will further elaborate below, the combination ot"little or no capital investment in the 
N(Tthein New Jersev and New York area, the great reduction in workforces, and the hizaire 
structure of the Shared Asset Area are a gi eat source for alarm The S A.A is an elaborate tiering 
of shell corpoi ations including the (ireen and Conrail It appears the net result is that both CS.X 
and NS will have 5(i"o control of activities in the SA A With STB approval, this legalizes a carte! 
If all works well this cartel will operate with impunitv and costs to consumers could rise If all 
goes badIv, a 5u", control leads lo deadlock Tach companv is a perfect position to sabotage the 
other and tie up tratJie for the entiie Northeast 

Recoiiiiiieiidatioiis 

The S TB must demand more definite information on the Shared Asset ' lea There must 
be an operating i)laii which is full and detinitive It should v)utline safetv and capacitv 
improvements The operating plan slu)uld clearlv lay out intrastructure improvements and 
timetables for construction It is v ital that the opeiiiiu.g plan clearlv detail procedures to i void 
ni.inagement deadlock which could slow tialTic and result in cargo diversion The operating p'an 
must resolve rights of wav issues for mass transit agencies and passenger rail If projections of 
tialTic increases are correct there could be serKi'ts safety problems without fullv modernized 
trailic ct)ntr(i! .systems in place and operationaf The S TB should consider lequiiing a deadlock 
breaker, consisting ot an impartial jiartv to repie.sent the public interest in the S.AA and act as an 
arbitiatoi The S I B should extend public rev iew time to enable the |>ublic to review this new 
operating plan foi the S.AA Should the parties fail to prov ide a more definite plan, the Board 
should jnlertain recommendations for a neutral terminal railroad to preserve the public interest or 
allow comiiletelv open access on the Northeast Corridor 

Kailroad Mi>i-i>i'rs in ( oiitexl 

The aftenrath of the I nion Pacilic Southern Pacitic and Burlington Northern Sante-Te 
mergers have no*, been models of inipioved etVicienc\. customer service oi safetv In fact there is 
a rapidiv developing bodv o'"information that most ol the conditions that were placed on the 
railroads bv the S TB have not been honored 

On Aug'isi I . the Assistant (]• neial Counsel of the I ̂  S Department of Tiansportation 
wrote the S TB citing Troubling nxidenls have occurred that warrant inv .'stigation in order to 
deieriiiine the full extent of pn^Iiiems associated with the meigt r It is cleai bv now tTiat 
continuing disputes over the application of some conditloiy have delaved the onset of competitive 
seivice " (SDOI raised the head-on collision of two I P freiglu tiains near San Antonio, Texas, 
wheie lour peojile were killed and one seveielv burned Concerns aboui safetv problems on 
Burlington Northern were raised as well SlK)rtlv after this letter was sent, there was a crash of an 
Amii.ik tram in Aiizon i Newspapei articles of Sepiembei 2 1*̂ '̂ '". tell (if shi|)pei Irustralion 
with 1 P which admitted it will he iiuMitlis hefoie freiiiht bac! iou. are unraveled 



1 am concerned about the - xt.'nsive growth of iponopoly and near monopoly power in 
everv facet of the economv tiori comniunicatiocs, co.nputing tinancial services to even retailing 
The rocent spate of mergei s a .d "alliances " in transportation c reates an uii.settlin_' resemblance to 
the vast holding tr-'sts of the last centuiA 

At issue in this merger is the ven, disturbing transcript of a meeting involving 
lepiesentatives of the Norfolk Southern Railroad and the North Atlantic Ports Association on 
June I "07, in Prov idence. Rhode Island The tianscript ippears to be a blatant return to the 
i.iciics and e •icise of old-fashioned monopoly powers In a panel session of this association, the 
\ ICC President of Intermodal of Norfolk Southern. Toni Tinkbiner stated 

()uite tivinklv ' have t > |tell| vou that we arc human beings on the railroad and we 
know who li.ive suppiiited us and we know who didn't and if vou think that anv (it 
us at." going to forge! that vou arte) ciazv 

While the entire statement raises manv legitimate points about problems in the nation's 
transportation svstem there remains the implication in concluding remarks 

We have to nake this work hv expanding the market and not killing everv bodv 
W here there i;re not two carriers who compeKe) now, in inosi ports there wil! he 
l.ut I iKVvi 1 out supjioit. I don't need to he nilpicked and we need some practical 
tliinkiiig not politicallv coirect thinking 

Is this the lationing of rail service' Is this a further veiled threat ' Remembei this 
st.iiement is in lesponse to a letter bv ilic North \tlaiitic Ports for the Surface Traiisooriation 
Board to conduct a longer review ot'lhis takeover Are large rail transporters aireadv so insulated 
that ihev are able to dictate terms'' The highest ri.nking otlicial m the intermodal busmess ot 
Norfolk Southern made these threats He obvioeslv feels contl lent that he can cariA out Ins 
reprisals 1.̂  this the inevilahle result of deregulation and the breakdown of the principles of 
common caniage ' MoM ports in this countiA are public entities Can we allow our public entities 
t() be held hostage bv economic hiackmail ' 

Contrast these two i.'tements ol'Mr Tinkbiner made four davs .ipait 

T'vervoiie il'lhe ports m 'ins r(H)m thai I have ti lked to iiave expiessed a concern 
about the wav we treat Norfolk, and the relative success of the Port of Norfolk I 
w.Hild point out that wc aic not the onlv caiiiei that seivices N(irfolk ()l"tlie 
people ill this room and the state representatives in this room. I have one support 
left the State of \iiginia and the Port of Norfolk Who. of all the ports in the 
northeast has more t(̂  lose than the Port of Norfolk ' The next time vou ask me if 
theie IS a special relationship vou might think .I'mut that The .'iiswei is that I 
h.ive one partner here at the moment and I'd ask you to rethink vour position and 
take a look at it becausi- we are an economic cntitv (North Atlantic Ports 



.Association. Inc . Annual Meeting. June 5, 1007) 

Norfolk Soiithein intends to replicali- its close cooperation with the V irginia Port 
Authoritv at each of the eastern ports it will serv e (\'entii d Statement of Thomas 
I Tinkbiner p .>() June 0 1007) 

I do not think tiiat the threats in this transcript si, -uld i e taken lightly It certainly 
illustrates a bleak tutuie if our governmem continues lo allow vast, international concentrations of 
economic pov%er The most protound thinkei on the subject on transportation and monopolv w .is 
lustice loins .ideis lie .said 

There is no wav to safeguard the people trom the evils of a private transportation 
monopolv except to prevent the monopoly The objections to despotism and to 
monopolv are fundamental in human niiture They rest upon the innate and 
ineradicable sellishness of man Thev rest upon the ("act that absolute power 
inev itably leads to abuse 

The I nion Pacitlc'Southern Pacific and Burlington Northern' Sante-Fe mergers and their 
aftermaths have not been models of improved etViciencv, customer service or salely In tact, there 
is a rapidiv dev eloping bodv of information that most of the conditions that v re placed on the 
railri)ads bv the Surface Transportation Board have not been honored There is everv reason to 
believe that the same problems will rapidiv emerge if the S TB approves this merger in the present 
1(11 in 

Recommendations 

(iiven the serio'.is concerns regarding noise, safetv. laboi, the deliciencies of the Shared Asset 
Area, the tailiire to tlt' ilize commitments lo public mass transit agencies and the iack of 
compliance with S TB i nposed conditions in other current meigers, I would subniii that the 
Surface Transportation Board slunild instruct the parties to this meiger to address 'iid correct 
these issues prior to anv approval 

Respectt"ullv submitted bv. 

Robert Mene ulez 
Member ()f' 'oimrcss 
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Tlie Honorable James L OberstM 
Ranking Democrauc Member 
Commiuoe on TnuvsportaUon and 

Infrastructure 
'Die Honorable Robert 'Z. Wise, Jr. 
A'ianking DemocraUc Aicmber 
Subcontnuttee on Rail'oads 
ConuTiittce on Traiisportation and 

Infrastructure 
TTie Honorable Bruce F. 'Vento 
House of Representatives 

In response to your request, this report provides information on operational and safe^ trends m 
" r Z l ;ndustr,^ L descnbes bow lhe federal Railroad ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ . ^ ^le 

sponded to these trends by developing a new partnenng approach for improving safety 
res 
nauon s rail Im 'S 

request. 

If you or your staffs have any questions, 1 can be reached at (202) 512-2834. M^or contributors 

to this report arc li:.ted in appendix V. 

Jotm H, .\nderson, Jr. 
Director. Transportation Issues 



Executive Summary 

• ^ l i T S T c ^ ^ p a s s K l tlu. SugRors. liail Act, which tostcred 

wor.viuiLi cui .v,„^„ rhincps in the industrv could labor have raised concen̂ ŝ that these changes in uic 
coinprormse safety. 

Tho Rankine Democratic Member of the House Committee on 
S l ^ S o i I^d Infrastrx^cture, the Ranking Democratic Member of 

ril-™ the nation's tail ̂ y-'i;^;:^:^^^:::^:i^^ 
enon pm^fdes intonnation on safety trends for the entire railroad 

u ^ S S ^ T d desmht s how FTiA has responded to both operational ^ d 
s l o ^ e ^ t ^ t"a "ve op a new partnennc approach to improvang safety on 
t h t n a S f r J i l lines In addition, chapter 1 proudes ,nfom,.«.on on 
operational tren<o in Uie freight industry. 

Background S"o i r : i r^ ' ^^=Sor^^^^^^^^ 

unprofitable or liltle-used track. 

Smce 1970 VUA has been respoivsible for regulating all aspects of 
P^enger aiid freight railroad safety under the Federal Raxlroad Safet> .A-

GAO/RCED-97-142 E*U TruuporuUc 
Page 2 



Executive Sumnmry 

Principal Findings 

Safety on the Nation's 
Uiiilroads Hixs Generally 
Improved 

most rapid decrease in accidents occurred before 198.. and industry 
omciZiUnbute these improvements to advancements m ̂ echnolo^^ 
^cre^ed investment focused on a downsized mfrastnacture. and a rnore 
Tc en?nc approach toward reducing lr^,unes. However, class I freigb.t 
railroads, which account for most of the mdustry s revenue and 
tra^^ miles are now using fewer people. locomoUves, and car^ to havj 
more'nnagTover fewer miles of track. Labor officials believe that hese 
S l g e s m operations couid lead to more rail collisions and -cidents as a 
S of greater congesUon and fewer qualified employees to perfonn 
essential maintenance Wlule current safety trends are positive, it is 
S i c e r i ^ bow further advancements m technology or reducUons m 
employment will affect safety m the future. 

Nonetheless further miprovements in safety are needed since more than 
Vow people die each vear as a result of fatal coUisions between cars and 
t ^ s o r T a result of'trespassers on railroad property bemg stnick by 
t S ^ H "ardo"^^^^^^^ releases resulting from train accidents showed 
nTcTe^ trends between 1978 and 1995. About 261.000 people were 
evacuated across the United Suies because of rail-related hazardous 
matenaLs releases occun^ng over these years Concerns remain about 
evacua^oJvs because the volume of chemical traffic increased by over 
one-third from 1976 to 1995. 

FRA's New Safety Strateg>' 
Involves Partnerships 

Begmmng in 1993, nov reassessed iLs safety program to lev e age ^e 
agency's resources and esUbUshed a cooperaUve approach tha .ocused 
on resu L to miprove railroad safety. With rail traffic expected to grow 
Slough ^e reinainder of the 1990s and beyond, " ^ \ - ^ ' - f ^ ^ ^ i f J ^ " ^ ^ 
^ r new approaches to enhance sitespecific mspecUons. .̂ s a esuU, 
f o m i L e d this shift witli the establishment of three new initiatives^ F.rs , 
ST994 r l V o o k the lead responsibility for coordinaUng the Departmen 
of Transportation's multiagency plans to reduce f audi ties ^f'^^^^l^^^ 

crossings Second, m 1995, fomiiJly esUbUshed the Safet> ^^s^ran^e 

Compharice Progr^i through which the agenc,' ^'^X^r^oT^^l 
vvnth railroad labor and management to idenUfv'̂ and ^ ^ ^ ^ l ^ ^ ^ ^ ^ ^ ^ ^ 

,f svstemic oroblems facmg tlie railroads Third, m 1996, FKv establisnea 
t S S e t T A d v ^ o o - Committee to develop recommendations for 

GAO/KCED-97-142 R»il Tr*i«port»Ui 



Executive Sunwnan 

n ^ w S e causes of Uie most 

? j : q u : r ^ d seno^̂ ^ and focus efforts on corrective actions. 

does not have regulations governing the f ^ ^ ^ : ^ ^ ; ' ; ^ , ^v 
100,700 railroad bndges in the r-Jion^lnsu^d. f Suiu^ ^̂^̂  
Policy provides guidehnes for ^^^^ cite specific 
ow.1 bndge management P-^^^^-^Tr^^^^ as they 
defecLs for bridge conditions, no d e> recô ^̂ ^̂ ^̂  ^^speciors call 
do for track, signal, or aiid engmeenng 

^ r S i r ^ ^ - - ^ ^ ^ o ^ nort^Illy use informal procedures to 
: : ^ ? : : ^ t : : ^ o n n e l of bndge probler^ bi^ge c o n . - ^^^^ 
presents a hazard of death or r---.;^^"^^^'^^ to restnct 

not correct the conoition, ̂ ^ ^ ^ ^ The ra l̂ro'ad industry agrees 
or prohibit train -neration over the ^ " ^ f ^ ' j ^ ^ ^ , , .̂ ^̂ .̂ s related 
vvi^ FTcVs pobcy that i . -oJaUons are - ^ ' '̂̂ ^^^^^^^^ jtsagree and 
to stnictural conditions of bndges. ^ which 
note that bndge safety Ls r.quallv as imp ^rtant as track saietj 
FRA has regulations. 

Adnunistrator to, in coopera-jon w i l l ''^^"^^^^ " ^ " ^ i ' 
„ , ^ . ^ , , e l , u o o < l a u collected^ 
lo detemune the workplace salel Xi. ^^^^^ voluntary 

or the most senoas injunes; (J> in area.s consider 

correoUve action do no. - ^ ^ y : ^ ; ^ ^ Z Z Z i . including the 

developuig ^ e - ^ ^ ^ ^ f r " • ' ' j f ' ^ . V Z ensure tha, .i finding of 

^ p S r s — i t ^ r a h X - . pro„erK addressed hy the 

bndge owner. 

T 7 ~ T T 7 7 ^ r v v o n to the Department of Transportation 

Agency Comnients Z ^ f r 7 ^ = ^ ^ ^ ^ " ^ = ^ 
GAO. Response 

many portions ot uu aroii itpu accomi)lislurrnts ar.d 
report did not adequately reflect The officiaLs 
potential of the Safety .Assurance and Compliance rro^ 

GAO/RCED-97-142 Rail T r ^ p o r u i t . 
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Executive Summao 

— ~ , J Knv/o matters related to non-train 
are related to train operations, FHA -""^^.^^^^^'^^^'^aly of 
operations under the purvnew of ^'^^^^r^^^^^^^^^^^ 
workplace safety daUi show a P^^J^^^f/.^^^^ regulations covermg 

o f i i X b a d additional technical and clanfying comments that GAG 
uico^^rated throughout the report, where appropnate. 

GAO/KCED-97-142 lUU TraiwporU 

PdgeS 
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D O T - l 
BBPORBTHE 

SURFACE TRANSPORTATION BOARD 
WASHINGTON, D.C 

Union Pacific Corp., Unlnn Pudflc Ralhxjid Co.) 
iz\dMlMCunP«dflcRiilio«dCo. j 
~ Ccnttol •nd Marge: - Southtm Pacific ) 
Railroad Cojp,, 3outhtm Picl/lc Transportation) P.D. No. 32760 (Sub-Mo. 21) 
Cov 8t Louil SouU\w«»t»m R»llw»y Co., ) 
SFC8L Corp., «i\d the Dsnvtr ft Rio Gnm4« ) 
Wettem R>Uroad Compwty (OVBRSIGHT) ) 

^ . ) 

COMMENTS OF THE 
UNITED STATES DBPARTMBNT OF TRANSPORTATION 

Ifitwductinn 
Ti-M 9tiri«c8 TrMiaportjtion Botrd ("STB" or "Board") has hfilihitad thii 

proct«dlng to Implemant the ovenlght condition it impoaed In Fln«mca Doctot 
No. 32760, the amqtt of the Union PaciHc ("UP") and Southern Pacific ("SP") 
raiiioada (ctJ«slvety, 'ITPSn. D«d»lon No. 1, terved May 7,1997 rDecision* .̂ 
Th* Boafd tpediiCBlly nought comxnents on the eiiects of tha margw and on tha 
linpl«a\»ntatimi of tha conditJon» uotd to addr t̂j the transaction's competltlvi 
harma. 14, at 2. Th« Unitad Siataa D p̂artniant of Tr»naportation ("DOT" or 
'Dapattmani") conurtnda tha Bo«xd for Ita nmcly Lnitiatian of ti\e formal 
ovaralght condition, lika the 3TB and many othar parties, DOT la vary nterested 
In «n*uring that the corditiorva either lerve their Intended pii./poaes or are 
xnadifted accordingly. 

To evaluate ̂  mil con«oUd«rton, the Deptrtment in almoat every ctaa eln<« 
tha Staggera Act î «a aaaeMOd tha InformaHon, evidence, end •rjument pteeanted 
by other private and public ptrtiea before oxpmxting Ite poaldon on tlie oiMlta. 
We wQI foUow thi* eppro»ch u well for out general aiMeeament of the 



OSz-Ce '97 08 :3(: 

ImplemcM.tlon th, lŷ A' m«tg«, r̂d p.rtiaiUrly ol th- «fflcacy oi Iĥ  
cundmcru ̂ mpa..d by th. Herd. T. d.,.. hcw.>rr, the only r^ni evWcnc 
provided h.3 b«en lubmittM by the UPSP .nd BiirUngtor. Nortiiem Santa Fe 
(-W3P") raaroitu In thrtc quar.axly r«̂ porti. Aaerdltigly. DOT inter.d. to fUa Ita 
«ub.tantlv« vUw. h li, reply corrmimt. on August 20, on., w, hsv. z f ^ ^ 
.11 .he initi.l 5ubml«iom. N.v.rthele*., tĥ re .re two «uea. oi concern ihat w. 
Wlah to reiit it thl« tuna. • 

Safety Mu.t Be th<. H.yh..^ rnniiritinTlnn 

Th» Dij^^nt conakJew It appropri.r. that in thla marger, aa In olhara, 
•pprovai h*. been conditioned on v.rious «ift.tyK^tBd condiilana aa wall aT 
on compliano. with '..11 applicable FRA rul« and rê Oatlana m cn̂ ductfng tal' 

^«c^<!f r ("f"^" '̂'̂ P r̂-t'"* admlnlatratlon of DOT. k 

^ r i m . a f b t y « a ^ t » uf UP and SP c^arton, sln^ the CTB'a a p p « ^ 
^ine^er P,eliml™uy finding,, outUned beiow, rafw concern. .b^Vtf«l 

^»^»n*oiidattorv once fha requisite approval hM been granted tha 
appJl«^nta undentandobly wiah to /wJiae the effldenciee projected In thair 
op«*ting plan na *oon as poaaiWe. Howevw, thu goal cannot be reached at tha 
axp«ii« 0 n alntainlng « ^ ndlxoad. Parti«.larly wh»,n Ihe conaoUdation 
cover, t^vo rail ayatama w „t^iv. « thoa. of th. Unlurt Pacific and cha 
Southern Padflc It 1. Unpe,ativo that lhe« be a fundaoH^tai ccar^^^t to 

the entire Ir̂ tagtaHon of opewtlona ana services should ptocewl onJy 
Whan management ia confldent that aafe and unlforni operating pracUcea hav, 
been Implamenied. r vr 

• Thia mergwin p«jticuL*f praMrt» .ddrtional lahrty chaliengea beeauie of 
Uie exrenalve rmciug. rightt grra..lad lo the Burllr.gton N'ortherr. S«u« Pa Aa 

T^n l ^ i ! ^ T T '^'^"'^ °" •"'̂  ^' l̂ teĝ 'tto" 0/ roughly 
. f l ^ ''"^^ "̂ '̂  ^^5^ «̂ accompanied by 
ail fl<xia«nt-/r«8 «nvirtjnB>enl. 

S0 d 99C£:09 



08/06 '97 08:31 

UPSP repfljiM that la/ai/ on both UP ind SF i:r*» h*» impiovad lince the . 
merger •pprovtd, and ipedtically with rasptct to amployM tn]udee and 
dtraiknenlB. UP/SP-30J ii 60. DOT â ĈM th.it thia Unprovtment U a 
ilgnl/lcomt «<-hi«vrmti\t particularly with «jip€f i lo the furmor 3P linea. 
However, the pTcUxnlnary resuJfa of VRA Inveatlgattunit ot lhe UP and SP dunng 
Ihia taxrve period, which are outiuMd tJolow, provldg iddiuonai penpecttva on 
the nature of ttnpieinentlng luch A challangtng conaoUdatlotv 1>RA li wolldng 
w\lh UPSP m*nag*flvar\t to addcesa the problem* ld*(Mifl«d in thi* review, and 
UPSP hae taken addltUmal itepa on its own to resoiva theee laeu«a. UP 
management haa coopezat«ii for̂ gt̂ tiy with TRA on lla Safety Asau/ance atul 
Compliance Program on addreMlng evary nitty !asue brou t̂ ro In attention. 

SpadficaUy, tt\e FRA has idantlfiad problama in t̂ e following araaat 

1. Train Contiol Syatema and Qparsting Practicas. The traraition may bo 
affecting safety procedures on hlghr; dentlty mcks that arc not gignalcd (and 
ttiua are aubjac train oidari or Traclt Warranu),««av/idenced by two laoMU 
coUiaicna ox̂  luch tracJia, both en'ailing algnlflcant fattiitiaa. i Additionally, FRA 
hae ideitdHed kMtancee in which emorgercy biajiipg unlu (ao-called "Bnd•ô  
Ttikv' davlcea) have boen opcraUonei In er»a« with aignlflpant gndes. 

2. Tmlning and QiiaUty Coivhol at Cwitril tJlip.tcD CenUr. PRA conductod a 
diapatci\ing audit tlia waek of June U \%7, at U?S?i eonaolidated Harriman 
CHupatuh Cl .Iter In Omah*, Nabraeka. Brrors In Ihi .rammlalon atvl 
acknowladgtnant of mebbagee were commonplace - almoet 8W. of the «dara 
morUtof̂ l contained one or mora arrora. The ftudit also fourA profaiama with (ha 
level of diapatdia, expariente ind training IBVOU, unwm« other areu 
Dlapotchlng shortcomtr̂ a m.y Juv. .ko contributed to vaiioua inddanti ainca 
the me,gw wa. .pp«v«d, inciudtng on. jf th« rwo fatal ^~ciî r» Mtad above.» 

h t£SJ ,T^f ' c^^ '^ / '̂ '̂  - ̂ » o f ' wo opp«u,| t;r t̂ iiw tour 
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^ " ^ - ' ^ " ' ^ ."U leg worM.g . ,h„ cn.c«i M l ^ ..o pc« 
aa/ety rlaks. Through, iti Safety Aisxitance «inc} Compliftiica Pro-am, PRA la 
warkijnij UPSP to addrea* the concemi raised In th« autit. 

3. Train Inspection and iiaxanioua MateriAi* Defscla. Since approval of thie 
merger FRA inapcctoni luive documented mcrpojpd power b-ake-related safety 
problama at UPSP, paxtjcvjiarly on routea between Chicago a.id tin Weat Coaat. 
On othaf routea PRA haa alao found numorous Inatancat of jnpropar or mieslng 
documentation and/or labeling of harAidou* tnatariala ahl jmentB, altuationj that 
couid poee problewa for aaie tranaport ol auch ahlpmenta end lead to improper 
pfoaeduree In tha event of an accident. Poor or ̂ beent eoofdinetfcm of haaardoua 
maicriala documentation betwaan UPSP and BNSF haa been »aund in at ieaat ona 
area in which BNSF operate* on the UPSF n̂es v!i hackagu i<ghte. • 

4 Heura-of̂ etvlca for Train Crewa. Exeeeeive work houri and/or contlnuoxia 
loee of HHt for erewa In their off-duty perioda cun profoundly a/fact their 
pwfownance aiul Judgment, wia> attendant safety rlaka. Although tha directional 
traffic flowe promoted during tne merger proceeding do indoed pror .laa real 
effiaianclai tha manner in which they ara Implemeitted may ar>'v'ct safety, i'or 
example, on crew diitrict* without common Initial or final releaae j-'ointa, crawa 
cv\ be required to 'conunute" atgiUf leant distance* from one point to ax̂ othor, 
Which can tofltrtbutc sigmflcan'Jy to tjmployee fatigue and Jeopardlea aafe 
operationa. FRA ia soil studying the Bp«:lf!ca of UPSPa opwitlona in this regard. 
Mortovtr, sine* approval of the merger, U?SP has adoptad a ayatam of record-
itaeplng in thia area that oould poea d<fflcu2tica for compliance with houiaof 
•arvlce-lawa. 49 CP. R. Part 22B. We are cimflnuing effort* to r«aolve thJi matter 
wtth the carriaf. 

Tht leaulti of thata Iriveatigationa have p .-umpttd th« PRA to intenaify ita 
review cf iz'̂ ty within the tnerging UFSP during the next aLt montha. We will 
work with the railroad to delamdne whethe- theaa are reletlvfly isolated 
tnatancea oc Y\ nether there are inatituticnal or eyst.'mu: obetaclee to eniurlng that 

(«ftxri<il»o()ntfcu»edfi-w,p»*irtou*|i«|a)ii»»^n<auneMic«-id-/Ba" ^ Tha 
dtapaadwr nr *»• ooal t»ln on the HUM ifick ih«i rt« cunuPtatix ttitfi <««ii viiirg; twth tt«u« 
raina«Ml to befor* i coUlilon ottvirml 
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In .ta brief in th«a eonaolldatlon, the Depaxtnuart expewad Ita vWw dial 
trackage righia, even aa enhancod by virioua agreatnan̂  âtween tha Applioanis • 
and oth«r partiaa, wtte inadequate to provWe Juffldent cwnpeUtlon to the 
mmgedUPSP, DOr-4«l3«9. In'ftxa*, whaw UP and PP competed alottg 
parallel oortidora, DOT supported the iilk ol orw af th» llnea aa the beat way to 
provide protection for ahippeta. In the Cantrai Cfttridor, wheta unique 
dieumetancee mUltated aplnat divaatiture of a parallel line, DOf recommended 
that the propeaad trarjuge rljihta be augmcttlod with eondttlon* that would 
ftmhajetrengthan tha BNSPaaWUty to compete. Id.»t3Wl, ThaBoatd 
deoltnad to order dlvMtltura of the Taui enrrldori, choosing ixiatead to order 
tracitage right* with unpracedeniad contfltlona to pr«a«rve competition In the 
affected areaa ot Texaa and the Central Corridor. OeoaJon No. 44 aiip op. at 156-
164. The unlijue nanue of loma of those conditlotH, crafted by t>« Board Ir 
addreea d)e aingular compatltiva circumstance*) of thr merjet, haa led to dlapulse 
beiwaen UPSP and the Board and between UPST and BNSF, not all of which 
have baan raeofved. 

Too Uttle time ha* elapaed elnce the jnargw wag approvod fer a thorough 
evaluarion of tha affcetlvflntss of tha tracicage rights c&.̂ dliiona. Navertheleas, by 
this time there fhoi'id be gmeral igraemant on the sfMciSa of the tiafrio for 
which BNSF la enliUed to comt>*t«. While wt em underatand the natural deaire 
of UPS? fwt to cad* t- 'He to tha BNS? wlthou s vigoroualy trying to .-nalntain lie 
eiiAto<n«r baae, DOT bdiovtn U U imporitlv« ihit U?<7 nKogrdJw thit the 
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cnnclmora impoaad by the Bo4. i deJlberaloiy go beyor.d traditional 
cunaidaratloni. auch as whether a particular customer l8 daaaified aa a 2.to-: 
ahippa- ^M.d on iwhchiag tirjfs. The STB has emptv.*u«d that tiui ptvotal 
cd^nditione in thia proce«dli'g, auch la it« "new uciUtiea' and 'tranaloading ' 
condltlor9, wore impoatJd for two ,.urpoae.. (l; to .-tjp'.lcate prr-mergw 
competitivo optjona, ^ (2) to enable BNSF to strain sufficient traffic dena^ty to 
otmduct e/fwctlve operationa. $u Dadalon No. 44, .illp op. at 1C6; Dadaion No. 
61, aUp cp. at 9-10. Only whan both theae purpo3<» are J«n,'ed ovn a potantlal 
lata of cfimpabnon be mitigated in the clrcumiuncea of thia caae. H. 

POT theo* rwsona the Dapnrtrr.ent lupporta the rŵ ueat of BNSP that UPSP 
provlda it with a daar determination on tha ihippan* at 2.toi points to which 
BNSFhwacceeart^t, BNSP.PR^ V.S. of RJckertuiuaer at U. Indeed, ainot the 
Bowd'd merger analysis primarily addnMMd Z-to-l 'pointi" and traffic In 2-to-l 
"ctjrridora" rathar than2-io-l "ahippera" (IM Dedtia-; No, 44, alip op, at 321-124, 
133; D«oiaion No, 61, illp op at IQ, Dedalon No, 57 ar 3-3), DOrr auggasts that •:•." 
Board r«vi«lt the tarma of the traffic rights agreemenu to conaidar providing 
BN6? accoae to aU ahlppers At 2.to4 potnb, regardleae of whaLhsf« ahippar waa 
doa«d or optn to awih:hing under a tariff in place at tho time of the merger. 
BNflP direct aervl« la already nwtricted to 2-to.l polnia; to further reatilct acceia 
to Hiact^ ihippers at thaac point* may undennine BNSF'a abiJity to develop tha 
traffic baae necewary to be an effective competitor. 

Redproca] twitching in Nttw Orleana appe*;̂  to be a related problem. 
BNS^PR-4 at 12, V5Rickarhauaer at 25. DOT underptandi that UPSP haa 
d«ni«l BNSF aeceea to shippers that ware open to UP and SP reciprocal 
awltchlwg baforo the tnerger. Preaumably, UPSP 8 rationale Is that, bacauM thera 
ara aaatMm and/or midwMtem rallnwds on the awitching tariff in addirton to 
UPSP, thaao i.:.«pp«i ore abll aerved by mort- than one reilroad. However, to tha 
txtam th« routea tn the Weet are reebncted under a n*w switching tariff to a 
aingli carrier, UpB!', it appears, that UPS? has effectively created a Mel 
aituation, V/e urge tha Boitn to Inquira into thia problim and to take remedial 
action aj neceeiaty. 

Pmally, there still appeara toU. dnbit. abuat whet constlhitoea "new 
facility,- both tn .he context of Mo-l pou\T» and the tranaloading condition. See 
BNSP.PK-4, V.S. of Rlckarhaueer af n. DOT beiievfa auch matttrs ihould b* 
reaoh/cd on a furxtlonel baeia. I.e.. if newly rail-set̂ ed or newly establlahed ee a 

3 ^ . : ^ ^ ^ ^ ^ 
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tranaioading operation, a facility ahould be cnnjldered naw" regardiaaa of 
whether a building or attuchire waa already in plar* on tho property. We baliwa 
the STB ihould rule on tide iaiue In audi a way that allowa BNSF aoceea to the 
maximum numbei of ehippara. 

The aafcty of operation? on the combined UPSP and on tlie newly 
extended BNSP ia of param.ounk concern. Troubling mddanta hava occtuwd that 
warrant an Inveatigatlon In ardar »o determine the fuU e«t*nt of probiami 
aaaodatad with that merger or Ita condlttona. ThfcD âitmantwDl diythe \ 
1k)axdof|t8iaiKiln|iandrieoommimd8tlonaatth«concluiloaiofthlao£fert. | 

Although it iaprematura to evaluate deflnitivaJy the compedttve efficacy j 
of the enhanced trackage rJghtalmpoaod in thia proceeding, UiacJeax by rujw / 
that continuing dUpuhia over the application of aome conditioni have delayed 
the onset of competitive aervice. We will closely monitor developmsnts on thb 
point, and we urga the Board to reapond axped lilpualy h) m)u<>«ta to darlly the " 
Implementation of the condltiona that it haa adopted. 

Raapactfully lubmltted. 

RoaallndA.Kwipp \ ^ 
Deputy General Counael 

Auguat 1,1997 
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Surface Transportation Board 
7925 K Street, N. VV. 

Washington, D C. 204.23-0001 

NEWS 
FOR RELEASE: 
Thuraday, October 2, 1997 
No. 97-SI 

Coucact: Dennia Wacson 
(202) 565-1596 

TDD (202) 565-1695 

STJRFACE TRANSPORTATION BOARD 
BEGINS PROCEBDING, TO HOLD OCTOBER 27 PUBLIC HEARING, 

ON RAIL SSRVTCE PROBLEKS IN WESTERN U.S. 

Surface T r a n a p o r t a t i o n Board Chairman Linda J. Morgan 

announced today t h a t the Board i a beginning a proceeding on i t s 

own moLion and w i l l hold a p u b l i c hea.ring on October 27, 1997, .m 

Washington, D.C. to provide the p u b l i c t i i e o p p o r t u n i t y t o r e p o r t 

on the s t a t u s of r a i l r o a d s e r vice i n the western United States 

and t o review proposals f o r s o l v i n g e x i s t i n g r a i l s e r v ice 

probieiTts. This proceec. ng w i l l focus on the immediate r e s o l u t i o n 

of those problems. 

The hearing w i l l begin at 10:00 a.m. Eastern Time on Monday, 

October 27, 1997, i n t;h« Board's Hearing Room at i t s o f f i c e s i n 

the Mercury B u i l d i n g . 1925 K Street, N.W.. i n Waahington. 

Persons wishing t o appear at the hearing and t o make 
statements t o the board must submit t n e i r reqpjests--and the 
amount or time needed t o make t h e i r statftment.s--in the form of an 
o r i g i n a l and 10 copies by October 1997. The Board w i l l issue 
a schedule f o r the hearing, together w i t h a l i s t of spea.keri^ and 
the time a l l o t t e d t o each, by October 16, 1997. Copies of 
cpeak(?r3' w r i t t e n statements irust be i i l e d w i t h the Board by 
October 2 1 . 1997. 

—MURE— 
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• Th^ Hoard has been made aware of r a i l s e r v i c e problems i n 
V n i t o f ^ h e n a t i o n through formal t i l i n g s , p u b l i c 

,he ^ ^ J - / ^ ^ P^;,^^°\;een??y. xaformal communications made t o the 
Boa?ds^Office o f compliance and Enforcement by a f f e c t e d P-^rsonr 
Board s orr.ce ^g^^j^^e problems most r e c e n t l y have i n v o l v e d 
t i t f i n i s t h i -^nionPacTffr:- (UP) and -Southern P a c i f i c " (SP) 
ra ! l r o a 5 s ^aaed on the i n f o r m a t i o n received t o date cne Board 
b e i i e ^ i s i t appropriate t o hold a p u b l i c hearing on ^^^^^ =^ 

' i n the West, problems m the a e l i v e r y of t h a t 
s ^ ^ i c ^ and s o l u t i o n s bo?h governmental and non-gcvernmeutal, 
? h ^ S^e Seen o f f e r e d or might be o f f e r e d t o remedy such 
problems. 

m making i t s announcement, the Board emphasized thac the 
o r o c e e S i n g i ? has i n s t i t u t e d and the p u b l i c hearing i t has 
acheduleS are being conducted separately and apart from the 
S o a r d . ongoing oversight proceeding e n t i t l e d ^ " ^ ^ ^ f ̂ ^^.^ , ̂  
c o r p o r a t i o n , CJnion P a c i f i c Railroad Company, and Misaouri P a c i f i c 
i^ailroczd Company Control and Merger--Souti^ern ^ ^ ^ ' I ' ^ l ^ ^ ' . 
r o rpors r . :on , 5out.h«rn P a c i l i c Transportaczon .oinpany, S t . ^^'^^^^ 
S o Z H . e s . e m Haiiway Co^p.ny, SPCSL Corp., and ^ - ^ ^ ^ ^ ^ 
Grande Western K a i l r o a d Company. STB Finance Docket No. 3.760 

w K, Tn fhar ca^e the focus i s on whether c o n d i t i o n s 
(Sub NO. 21) ^".^^^^/^^^'^^^gc 1996 approval of the merger of 
^ n r S ? and SP^a^e be;n s u c c e s S f l i n ' r e s S v i n g c o m p e t i t i v e 
^ K V L S r h a t the Board found would e x i s t as a r e s u l t of i t s 

resolve e x i s t i n g s e rvice problems. Given the immediacy of these 
S T I L JH^ Board i s m - ^ t i t u t m g t h i s proceeding t o focus 

; p : c i l ! c a l l y on r ^ ? ! sex-Sice probfems t h a t have a r i s e n i n the 
western p a r t of the country. 

The Board encourages i n t e r e s t e d persons and p a r t i e s t o 

?S^t. i n t e r e s t s so t h a t the = P P - t u n i t v ^ r o r ^ i n p u ^ ^^..ate 

: ^ ? r o r o o e r a t i o n t ? , ' r e s o S ? c e : ' a n d customer ser^.^.ce matters than 

on l e g a l issues, and i t would be helpfu:. i f speaker, are 

i n d i v i d u a l s able t o address such matters. 

The Ba..rd i n s t i t u t e d the proceeding concerning r a i l I ^ J T } " " ^ 
i n t h r w e s r i r d announced t h a t a p u b l i c ^^^^-"3 ^°"i'^^^,%;;^^.TS 
S e c L e e ^ t i t l e d R a i l Service i n the Western United States, STB 
EX Par'e So 573, i n a decision issued t o the p u b l i c on October 
2, 199V. tSTOP] 
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SURFACE TRANSPORTATION BOARD 

DECISION 

STB Ex Pine No. 5T? 

RAIL .1ERVICE IN T}'£ WT^TETcN UNITED STATES 

AGENCY Surlace Ttaaiporunon Beam * 

ACTION: NoQcc ot ProcBetling ind PU'JUC Hemng. 

SUMMARY: Tlie Surtace Transporumon Bojxd (Board) la msntunng a ptoceedm wid will 
hold a public heanng On October 27, 1997. at lU ofBcej in Wtshmpon. DC. to provide 
•jjiercncd persons the opporruniry la repon on the jums of rail service m ihc wesicm Umied 
States and to review proposals for solving the service problems thai exiti. 

DATES Pervmi wishmg to appear ai ibe hc«nisg and maxe a naiemeni must submit their 
rrouest to ipe«k 11 the heanng, aixl thetr requested tme alJonnent by Octob^ 1997 The 
Board will ,*suc a schedule for the hearing, along with a Usi of speakers and their aJloOed nines, 
by October 16. 1997. Speaker?' wnnen staicmeots must be filed with the Boini by October 23. 
1997. 

ADDRESSES: Send lequesis to speak and requetted ame alioancms (ac original and 10 copies) 
refemng to STB Ex Parte No. 573 to Surtice Tnnspot jooo Boaxrl OfBce of the Seortaiy 
C»ae Conool Umt, 1925 K Stn*t. N.W., Washuigtoo, DC 20423-0001. 

FOR FimTHER INFORMATION CONTACT Joseph H. Dotmar (202) 5W-1600 riDD for 
the heoruig impaired; (202) 56i-1695.i 

SCPPLEMENTARY WFOR.MATION: The Sunace Transportation Hoanl fE.ard) is insntutuw 
a proceeding on its own nwtion and will hold a public hearing beginning at 10 00 ajr on 
October 27. 1997, at .ts offices at 1925 K Street, N.W.. Washujgton. DC. tx> provide â  
oppominiiy for tntenssted persons, including aunen. -Jupqcrs. anu employees, to repon on the 
stams of nij service in the western United Stales and u> review proposals for solving service 
problcrr̂ . The Boanl has been made aware of railroad jervw problems m this area of the 
country .'recently involvtng the Union Kacific Railroad Company/Souihem Pacific 
Transponanon Company (UT/SP)] through formal filings and pubUc uxounta, and. more 
recently, through mfonmal communitaaons between tfTccted persons and the Boanl's Office of 
Compliance and Enforcement (OCE) about ipecitic LT/SP service problem*, which OCE has 
worked with UP/SP to naolvi Based on this mJomution, we beiieve ,t u appropnate to hold a 
public heanng an the Mine of oil service in the westeni pan of the country, problems in Ihc 
delivery of fhat seivice, and soluooni. both governmental and non-govemmcntal. that have been 
olTered or might be offered to rrmedv these service problems. The focus of this proceeding is on 
the inunetiiaic rcsoiunon of existing problems 

This proceedmg and -Jus public heanng ire being conducted separate and apar. from the 
ongoing ovmight procerding ,n Umon P.r.Mr C.nnr^r.n,, V. P.. ,r.r B .,1^,,^ rninnilflT 
iiitl Mî i.iiiiifi PaLiiii; Kai\i\}M\ Comaany, .̂ amroi iiicMcrgCL-.5ouihflnfacificAiil 
CflmflraUQQ. SttUlhan, "icific r̂an<in>ifT«nnn r.̂ mnanv Si !̂ ms .SouthweMem Rjily^gy 
tumnimv, .'iPCSL C:oi,-. . and The Denvrr mri Bip Gnndt Wf̂ tem KailTTn/i rnmrnnV STB 
Financr Docket Nn. 12760 (Sub-Niv 21). Thac. the focus is oo whether the conditions we 
imposed in approving the applicanon in Fuiaoce Docket No. 32760 have been successful in 
resolving the competitive prcbiems that we found would enji u a result of our approval of the 
UP/SP control tnmiacuon m the ahsencc of those condinon*. Panias to th< oveni^i proceeding 



_JLO 0 3 97 FRI 11:04 FAI 202 927 6107 STB UtOOS 

STB Ex Pane No. 57? 

have, however, commentid oo lervicc problems oo the UP/SP lysiem. and both (.rP'SP and The 
Burlington Nonhern and Sanu Fe tlailway Company, m thetr most itceni quarerly repons. filed 
Ociobtr \, 1997, m ih« oveniBhi proceodiog. have ieparately put forth prtjposals thai, m their 
view, would lead to a resoluaon of the exisnng service problems Given the immediacy of these 
service problems and the nanooal, as weil as regionai interwt in their resoluuon, we are 
insuninng this proceeding lo focus speofically on the ml service probletns that have ansen m 
the western pan of the couony ' 

We encourage mteicsted persons to coordinate the prescffaooa of thetr points of view by 
selectmg of a suigle mdividual to irv«sr at the heanng on behalf of thor common interests »" 
(bat the opponunny for input at thi- heating can be maximued. Persons wisbmg to appear and 
make a staiemem n the tearing should subimt a toquesi for time to speak on or before Octobt; " 
1997. The Board notes tt u, m the mteresi of a focused heanng. it nuist nccesaanly Umit the 
Dumber of persons allowed to speak. At this bearing, we uitend to concoitraie more on 
opaanonaL ttsource, asjd customer scmce mano* than on legal iwie», and rt would be helpftil 
if ipeakBS are mdividiuls who ue able to iddm wch tnanen. The Board will it'iue a schedule 
foi th«OcMber27,1997 hearing, akaog with a li« of speakers and their allooed times, by 
October 16,1997 Speakci' wntten flaietng.n of their pre»eiuaaons must be filed with tt* 
Board by Ociober 23, 1SH7. 

Nonce of the October 27,1997 heanng wiU be pubhshed in the Federal Regiflg. 

Decided; October 2, 1997 

By the Board, Chairman Morgan and Vice Chairman Owen 

Vernon A. Williams 
Secret 

' To ensure that ail paroea to the oversight proceeding are aw»e of the proceeding we are 
insnnmng by this nouce, we will serve a copy of this nouce on all panics on the service list in 
the oversight proceedmg. 



NORTH ATLANTIC PORTS ASSOCIATION, INC. 
ANNUAL MEETING 

JUNE 5, 19S7 

PROVIDENCE aiLTMORE HOTEL PhQYIPENCE. RHODE ISLAND 

CALL TO ORDER; By President Raymoncj Hainzelmann who introduced the head table and 
thanked Michael Black for his part in coordinating the meeting, the Maguite Group, inc. for 
sponsoring the Early Bird Reception and the ports of Rhode Island and Southeastern 
Massachusetts for sponsoring the Wednesday evening dinner at which we recognized our 
recently retired members - Frank Caggiano and Rino Moriconi. 

MINUTES OF LAST MEETING: Minutes of the last rreeting held in Washington, D.C. on 
December 5, 1996 were approved for the file. 

TREASURER'S REPORT; At yesterday's Board Meeting, it was reported that the balance in 
the treasury was $12,631.97 as of last Monday. This does not include the expense of this 
meeting. 

MARITIME COMMITTEE 

Chairman Dennis Rochford reviewed some of fhe elements of his report which is attached hereto 
in its entirety. 

MEMBERSHIP COMMITTEE 

Chairman Thomas Butler reported that membership, as of this month, stands at 52 Corporate 
members and 83 Associate members. The new members are: 

Corporate 

Associate 

Christina Service Company 
Wilmington. Delaware 
John Coulahan, Vice President 

CIANBRO Corp. 
Pittsfield, Maine 
Ernest Kilbride, Director of Purchasing 

Frederic R. Harris, Inc. 
Fairfax, Virginia 
Michael McCarthy, Vice president 

Massachusetts Coastal Zone Management 
Boston, Massachusetts 
Peg Brady, Director 

Seaport Advisory Council 
Fairhaven, Massachusetts 
Richard Armstrong, Executive Secretary 

Five members resigned including the Halifax Port Corp. 



REPORT OF THE 
MARITIME COMMITTEE 

ANNUAL MEETING - JUNE 5, 1997 

Following are updates to the Membership on subjects the NAPA Maritime Committee has 
been monitoring during the interim between meetings: 

The battle continues against the elimination of the four U.S. Army Corps of Engineers 
dredges that currently operate throughout the United States. The McFARLAND performs 
emergency dredging tor gulf and east coast ports: the WHEELER on the Mississippi River; and 
the ESSAYONS and YAQUINA in the northwest. Efforts are now focusing on the opportunity to 
review the Army Audit Agency Study of the Hopper Dredge Fleet due out in July. Assistant 
Secretary of the Army H. Martin Lancaster assuied the Maritime Exchange that a review will be 
made possible prior to the final decisions. This review is critical to the success of keeping the 
Corps' fleet operational permanently. 

li. U„S- Coast Guard 

The comment period for the Coast Guard's proposed implementation of an underkeel 
clearance was re-opcned. There was no change in status and we wiil continue to monitor this 
issue. 

m. uSJliisiQins 
A. Enforced Compliance Program 

On June 1, Customs began an Enforced Compliance Program under the Mod 
Act passed in I f 93. An Informed Compliance Program was conducted by Customs 
for the past th.ee ynars in an eitort to ensure importers have all the information 
needed to provide accurate and complete information. They are now targeting 
export documentation, specnically Shippers' Export Declarations (SED). "Ihe 
Enforced Compliance Program will require that carriers have SEDs trom exporters 
prior to departure and file the export manifest within four days post departure as 
required by law, or assess tines and penalties to carriers for non-comoliance. 

B. New Commissioner 

George Weise resigned as Commissioner of Customs. There is a great deal 
of media attention on ensuring the new commissioner has a iaw enforcement and/or 
criminal justit. ^ background. Our goal is to ensure that Customs leadership 
con'ini'es to place equal emphasis on trade facilitation. A candidate for the new 
commissioner is Mr. Fermin Cuza, Vice President Logistics. Consumer and 
Government Affairs of Mattel Co. Ten years ago he served with Customs in 
Enforcement and Control. 

IV. U.S. Dgpartm«Tnt of Agriculture 

USDA filed a proposed rule to amend user fee regulations by adjusted fees charged for 
certain aghcutturai quarantine and inspection services pro\/ided in connection v-ith certain 
commercial vessels, trucks, railroad cars and aircraft, and international airline passengers 
arriving at port m the Customs terntory of the United States. This proposal will set user fees in 
advance for services for fiscal years 1997 through 2002. ^he fees must be adjusted to reflect 
the anticipated actual cost of providing these services through FY 2002. 



How does a plan like this have any chance of success'' The only way is to keep it focused on 
the customeis needs. A number of our larger customers have had input into the operating plan. 
We Ve received over a thousand letters ot support from customers and shippers saying that they 
think this IS a good thing and it's going to benefit them. We have to integrate CSX's share of 
Conraii's traffic base with our current business, and we have to grow at the same time. We'll be 
serving ove-- 22,000 rail route miles. CSX will serve more seaports than any other railroad in the 
U.S. Rail is a volume/density type of business. We ll be spending hundreds of millions of dollars 
in capital improvements including track connections. Competitive balance will be significantly 
improved m the eastern half of the U.S. Trucks in the eastern U.S. control 86% of the 
transportation dollars, so there's a lot of opportunity for new business. (Ms. Lee ;hen showed a 
number of slides of the new rail network.) We see a huge saving m empty car miles with this 
system. 

There is a tremendous amount of work ahead for us. We need support trom ports. We at CSX 
plan to build a company that will provide excellent competitive service and transportation 
capabilities that are second to none. We want to do this by greater customer reach, improving 
our reliability and tapping into the unparalleled resources that CSX has. I'd like to thank you for 
your support and interest in this historic and important transportation opportunity. (Ms. Lee 
responded to questions from the audience.) 

Tom Finkbinder, Vice President, Intermodal of Norfolk Southern Railroad for the past ten years 
had prior expenence with American Van Lines, Airborne Freight Corp. and Roadway Express. 
Tom is a graduate of Rutgers University. 

1 can't tell you how shortsighted and unsophisticated I think your letter was and your support so 
far, and I go back to the beginning. I have dealt with all of you at one time n the past, some of 
you as recently as last summer, and all 1 ever heard was complaints about "Conrail from people 
in this group in the ports of the northeast. Then something happened in October and Norfolk 
Southern was not the catalyst in ail this. Conrail and CSX agreed to meme and that could have 
happened and then you would have been stuck, not with two railroads but with one, and we would 
rot be here having this conversation: you would be listening and you would have less of a choice. 
That's not to say that you would have less quality or less of anything, but you would not have 
competition. Then we came to town and brought our money, and the money did it more than 
anything else. We paid an awful lot of money to get access here. We got mt-picked by your 
organization because we don't have equal access to every port, because some of you were 
afraid that we would advantage one port over another. My comment to that is 'what are you 
thinking"?" Where were you a year ago? Where were you in October with the outlook of one 
carrier and where are you now? The analogy of "the goose that laid the golden egg" comes to 
mind. You have a golden opportunity and you write to the STB and you say "we can't support 
this unless all these nit-picking little things which are politically correct and practically incoherent 
are going to happen." 

Let me tell you what the cost of this is. CSX and NS jointly paid 10.2 billion dollars for Conrail. 
Our collective interest on this is about T'o if you calculate that out, you'll find that it is about 700 
million dollars a year. Now we ask foi your support, and we ask for expedited handling of that 
support - 250 days instead of 350 days. You didn't give that support and we didn't get it, and that 
will cost us 100 days times 2 million dollars a day and even/one of ycu individual ports that I have 
had meetings with have come with hat m hand and a list of things you would like me to spend 
money with your port. We are 200 million dollars worse off than we were before, after spending 
10 2 billion dollars. Where do you suppose this money is coming from' We are not a politici^ 
entity we are not a regulatory en.:ty, we are actually an economic entity. We can only spend 
money we make, and that 200 million dollars is a lost opportunity, and it's a lost opporlumty for 

6 



you*. Quite frankly, I've got to tell you that we are human beings on the railroad, and we know 
who supported us and we know who didn't; and if you think any of us are going to forget that, you 
are crazy. Everyone of the ports in this room that I have talked to have expressed a concern 
about the way we treat Norfolk, and the relative success of the Port of Norfolk. I would point out 
that we are not tf e only carrier that services Norfolk Of the people m this room and the state 
representatives m this room. I fiave one support left, 'he State of Virginia and the Pon of Norfolk. 
Who, of all the ports m the northeast, has more to lose than the Port of Norfolk^ The next time 
you ask me if there is a special relationship there and w^c' do 1 have to do to get that relationship, 
you might think about that. The answer is that I only 'lave one partner here at the moment, and 
I'd ask you to rethink your position and take a look at it because we are an economic entity. We 
are not public or government entities, '/i/e are not a public utility. We make money. We survive 
by paying shareholders dividends and returns on th s money they invest m us and I don't give a 
damn whether the freight 1 haul comes from New York or Providence or Norfolk or Baltimore or 
Philadelphia or anyplace else. We have a little saying m terms of inland rail intermodal business. 

"What's mine is mine and what's yours is mine". 1 want to have it all. That's what our aim is, and 
that's what we'd like to do; and I don't care which it comes from. We are absolutely indifferent 
but we will work to get it. 

Now I'll change the tenor of tl-,is and talk a little bit about the deal and what's going on and where 
you tit in. Some of you that were at the breakfast meeting this morning heard the qi estions and 
the comments of persons here at Quonset, and I really have some concerns about t.iat because 
where Norfolk Southern comes trom, Atlantic Coast international business, that is business that 
originates and terminates in a port in the Atlantic. We haul more of it today than both of our 
parallel competitors combined, both Conrail and CSX. I have 36 steamship lines that give me a 
million dollars in line haul revenue or more. We have a business relationship with every one of 
these people. I heard what ttie guy from Quonset said about consultants, and there are some 
in this room, and consultants are great and we love them. If you paid a consultant he would tell 
you that the optimum Atlantic port was somewhere in the sub-Sahara Desert. You can get them 
to tell you whatever you want, and they will If you go out and talk to the steamship lines and you 
are the Port of Cavisville or Quonset or the port of anyplace USA, the steamship line will tell you 
that they would love to come to your port if you are better, if you are cheaper and if the total cost 
of your logistics trom port to inland is cheaper and faster than every other p'ace. And if they ever 
dredge the Port of New York, all of those lines will be in New York because that's where the 
freight is. And, if New York ever got out of their catatonia, or whatever it is, and if all the 
constituencies in New York - being the two different states, the cities, the port authorities and 
labor - if they ever got it all together, this North Atlantic Ports Association would become moot 
because it would all be in New York. But that will not happen; and that is a perfect example of 
what wo would like you all to look at because the guy from Quonset was right. Each of the ports 
on the North Atlantic has some advantages. Instead of everyone shooting for a million TEU'o, 
which is clearly crazy, you ought to concentrate on the business that you are good at or the 
places where you have the distinct advantage; and we are willing to talk to you about that and 
we and CSX are willing to talk to you about how we see the situation and the shanng of 
information with our customers is helpful to both of us. What we have to concentrate on is which 
of the ports have economic advantages, which port are niche ports, which ports are big ports and 
if you are a state Qovernment entity, I think you are doing yourself a disservice spending a lot of 
money on something that you are never gomg to be. As a practical matter, there may be some 
weird rail connection betv/een here and Worcester that will get a train there, but I'll tell you that 
by the time that happens, the train from New York. Philadelphia, Baltimore or Nortolk will be half 
way to Chicago and they won't have 'o worry about whether you put an 8'6' or a 9'6" box 
together So what are you really accomplishing here' The fact that you can do it? Everybody 
can do it. All it takes is money. Tlie leal question is "where is that money best spent'" 

The problem that we have lointly is that we pad three times the revenue for Conrail, and we can't 



It I sounded a little harsh to begin with, I don't apologize. This is an extremely serious thing for 
us. We have to make this work by expanding the market and not killing everybody. Where there 
are not two carriers who compe'e now, in most ports there will be but I need your support, I don't 
need to be mt picked and we need some practical thinking, not politically correct thinking. Thank 
you. (Mr Finkbinder then responded to questions from the audience.) 

(Members please note that the only Canadian port that is a member of N.A.P.A. at this time is 
Saint John. JJM) 

President Heinzelmann introduced Kurt Nagle, President of the American Association of Port 
Authorities. 

We represent r.oout 150 public port agencies througnout the western hemisphere. We represent 
ports in Can,'•da, the Carribean and Latin America. We also represen'i about 250 firms or 
individuals tfiat are involved in seaports. We provide education ai,d training programs for our 
members and we work to expand public awareness of our ports We offer about 8 to 10 seminar 
programs a year and we have a Wasnington meeting in the spring and our Annual Meeting in ;he 
fall at one of our ports. This year it will be September 22-26 in Jacksonville. We recently 
established a professional port managers certification program. The peopie going through that 
program tend to be full time port professionals. 

Our government relations staff plays a key role in a number of issues ranging from landside 
access *o ports, funding for dredging, enviromental regulations and trade policy. The government 
relations staff interacts with individual members and our regional groups like yourself. The 
strength of our legislative activities lies in the particip-^tion of t̂ ur members. We recently learned 
that Assistant Secretary of The Army for Publii. Works, \^artin Lancaster, is leaving the 
Administration this summer. That's a position that took over three years to fill in the first Clinton 
term. This is a critical position for the public ports. At the Department of Transportation, Admiral 
Herberger, the Maritime Administrator, is leaving at the end of this month. Michael Huerta, who 
headed the Office of Intermodaiism, has moved to become Chief of Staff for Transportation 
Secretary Rodney Slater. There are also a number of other vacancies in the Department of 
Transportation. The Customs Commissioner is also leaving soon. 

Among the principal issues that we are looking at is the Shipping Reform Act. AA'^A feels that 
the Shipping Act as currently structured works well for ports and is not in need of change. At the 
same time we recognize that there is a great deal of interest among a number of shippers and 
carriers to have adden flexibility as far as arrangements that they have between thom. S414, the 
Shipping Reform Aci, continues to change in mark up. It is expected to go before the floor this 
month 1 know that a number of you have concerns about the filing and publication of service 
contracts. The current draft v.-CL-id require all sen/ice contracts to be filed with the new Intermodal 
Transportation Board. Ai: the bill stands now. only the following information would be available 
to the public: name of the U.S. port range, the commodity and the duration of the contract. No 
information would be provided regarding the rates, origin, destination or volume. Some shippers 
press 'or even less inform^ation to be made public. There is a range and vanety of concerns 
regarding this legislation in the port industry. Now is the time to talk to your legislators. 

Our number one priority this year is reauthorization of the intermodal Surtace Transportation Act 
(ISTEA). It's due for reauthorization by September 30th this year. The original concept was to 
provide some funding for better connections between rail, trucks and ports. In reality, over the 
past five or six years it has tended to be pretty much a highway bill. A GAO study showed lhal 



ATTENDANCE 

John Anderson 
Richard Armstrong 

Joseph Birgeles 
Michael Black 
Dayle Boyd 
Douglas Brown 
Daniel Burns 
Thomas Butler 

Victor Calabretta 
Alfred Castagnola 

Leo Donovan 
James Dooley 

Capt. Bruce Fisher 

Raymond heinzelmann 
Allan Hodges 

John Jacknn 
Rev. Douglas Johnson 
Linda Jordan 

Victoria Cross Kelly 
Harry Kennedy 
Rev Andrew Krey 

Edward Lenahan 

Basil Maher 
.Adam McBrde 
Millard Meiggs 
Paul Merhll 
Capt. Jeffrev Monroe 
Martin Movnihan 
Philip Mcran 

Kurt Nagle 
Robert Nelson 

Patrick O'Hara 
John J. Orr 
John Okolowicz 

Herbert Packer, III 
Capt. James Peterson 

Timothy '^ay 
Michael Repko 
John Riendeau 
Dennis Rochford 

Carlo Salzano 
James Schine 

Frederic R. Harn-;,. Inc. 
Massachusett'. Seaport Advisory Council 

B & B Manno Consultants, Inc. 
Moran Shipping Agencies, Inc 
Maryland Port Administration 
Connecticut Deot. Transportation 
Fall River Port Authority 
Port Authority of New York & New Jersey 

Maguire Group, Inc. 
South Jersey Port Corp. 

Booz-Ailen & Hamilton 
Sedgwick James of Washington 

Northeast Marine Pilots 

Port of Philadelphia & Camden. Inc 
Parsons Brinckerhoff 

Virginia International Terminals 
New England Seafarer's Mission 
Maryland Port Administration 

Port Authority of New York & New Jersey 
Delaware River Port Authority 
Maritime Ministries 

Maguire Group, Inc. 

Maher Terminals, Inc. 
Diamond State Port Corp. 
Virginia International Terminals 
Mernil l.ndusthes. Inc. 
Massachusetts Port Authority 
Port of Richmond 
Moran Shipping Agencies, Inc. 

American Association of Port Authorities 
Goff & Page Company 

Syrstone, Inc. 
John J. Orr & Son, Inc. 
Parsons Bnnckerhoff 

Pennports 
Sandy Hook Pilots 

Mantime International 
Alimak Elevator Company 
Rhode Island Economic Development Corp 
Maritime Exchange Delaware River & Bay 

World Wide Shipping 
Logistec Connecticut, inc. 
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