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CONEG^ Cioxernor Xneus S. King. .Ir.. Chairman 

VIA HAND DELIVERV 

Oflcc of the Secretary' 
Case Control Branch 
Attn: STB F-inancc Docket 33388 
Surface Transportation Board 
1̂ )25 K Street, N.W. 
Wasliington, DC 20423-0001 

October 21, 1997 

Dear Sir/Madam: 

Enclo.sed for tiling in the above captioned matter are the original and twenty five 
copies of the '•Comments and Request for Conditions by Coalition i.f Northeastern 
Governors" (CNEG-^) and the original and twenty fh copies of the "Venfied Statement 
of Alan G. Dustin in Support of 'Comments and Request for Conditions by Coalition of 
Northeastern Governors" (CNEG-6). Also enclosed is a 3 5" diskette formatted for 
Word Perfect 5 containing both of these documents. 

Could you please date stamp the extra copies of the Comments and Verified 
Statement and return them to James E. Howard, counsel for CONEG. in the enclosed, 
self-uddressed, stamped envelope'.' Thank you very much fcr your atiention to this 
request. 

/ Ofifc^ r^JP^^""^^ ' ' Very trulv yours, 

^ / 199/ } 
' Anne D. Stubbs 
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HI 1 ORI Ti l l SrRI A( r TR.WSPORTM ION BOARD 

FINANCE DOCKET NO. 33388 

CSX Corpv r̂ation and CSX Transportation, Inc., 
Norfolk Southern Corporation and Norfolk Southern Railway Company 

Control .And Operating Leases Agreenients -
Conrail Inc and Con.solidatcd Rail Corporation 

COMMENTS AND REODtST FOR CONDITIONS BY 
COA! ITION Ol NOR FHE ASTERN GOVERNORS 

Sl!MMAR^'OF POSITION 

' OCr 2 I !9f/ 
I hc Coalition of Northeastern Cio\ernors ("CNEG") believes, for the reasons set 

forth belo\\, that approval of the partition of Conrail by CS.X and NS,jdto^J|^^_^_j^ j i 

conditioned so as to ensure effective rail competition in all areas , mc slates represented 

by CNEG. The Board should retain jurisdiction o\er the proposed transaction tor the 

specific purpose of determining whether there ni l l be effcctne rail competition in all 

regions of the Northeast and. in particular, in lhe area east of the Hudst)n River, if the 

transaction is approve ' 

As demonstrated below, such a condition is fully consistent w iih and. indeed, is 

required by the public interest. Conrail was created in the public interest as a response 

to the rail crisis m ihe Northeast in the !97()s. It is wholly appropnate that the public 

interest should be rurlhered m connection with the dismantlement f Conrail bv 

' .Xs notcii 111 tlie "Ik-scnption hy Coalition of Noilhi-astern Ciovciioi ot KopoiiMvc .Applicatioti" 
(C^NKU-3). the co-itc\clopmcnt of pas.scnL;t.i r.nl .itui t'icighl service througtioui the t'NKG reiiion is 
cssetttial tor a lialaiKCvt t. .iiisnortation system \V hile CNl Ai has deterntineii tliat tt will not tile a 
responsive appliealion and thai these eonimenls and request for conditions w ill be limited lo treiyht issues, 
manv ol the CNIXi (iovenuirs are pursuing passenger issue, separately hy joinuig with other Cio\ernors to 
seek assurances from CSX and NS that the\ are committed to the development of a workahle and 
constrvi •tiv c relationship heivveen freight and passenger rail throughout the reslnietured systems. 



preser\ ing and restoring to the extent necessary elTective rail competition in the Northeast 

region, particularly because there is no compelling basis for selectively restoring rail 

cor ipetition in certain areas while pennitting the CL,nlinualion of the Conrail monopoly in 

other areas. 

The purest ami most effective fomi of rail competition is the type of head-to-head 

competition envisaged by CSX and NS in the so-called "shared asset areas" of the 

Northeast. /\s discussed belrw , this type ot competition could be extended to other areas. 

Alternatively, oilier forms ot reli'.'f such as trackage rights which will foster rate 

ci>mpetilion, would be bi tter than the continuation of the Conrail monopoly. The Board 

imi: I retain jurisdiction to rev lev. the competitive landscape and to ensure lo the extent 

feasible the highes! Ie\ cl of rail competition throughout the Northeast." 

BACKGROUND 

Concerns of Coalition of Norlheaslem Govemors 

CNEG is an association of the governors of the slates of Connecticut, Maine. 

Massachusetts. New Hampshire, New .lersey. New York. Pennsylvania, Rhode Island and 

\ erniont CNEG has a rail task force which has carefully followed the progress of the 

etTorts ol (.'S.X and NS to acquire Conrail. In addition, CNEG is deeply concerned with 

the continiialiop and improvement of a sound, competitive freight rail system in the 

Northeast. 

CNECi r.,'cogni/es that tiie northeast region's economu- well-being is served by an 

efllcient and financialiv viable rail system consisting of multiple railroads. CNEG 

believes that any transaction approved by the Board must support state, reg'onal and 

national transportation, environmental aiui development goals. Competition., choice and 

capacity in the rail .system is essential if the Nonheast is to have alt'ordable, effective 

.As the Con nDnweallh ol Pennsvlvania and dovernor Ihonias .1 Ridge have entered their own 
appearance in this ctse ami will he developuig then own position, the views presented here do not 
iKccs'>aiiK repicseni .h(>se oi the t oinmonweah'i and ( iovernor Ridge. 



serv ice which advances the long lemi compeliliv enes.̂  of the region within the national 

and global economy. Specifically, the transacuon should adhere to the following 

principles: 

1. Ensure Competitive Access. D'̂ cct competiti rail access for two or 

more Class I ' arners should be assured between major seivice nodes which support 

global and domestic commerce, including seaports and major intermodal temiinals. 

2. .Accommodate Pas .enger Rail. Co-development of inter-city, commuter 

and freight serv ices should be ensured w here shared trackage is necessary. 

3. Provide Access to Markets. Effective, competitive connections to national 

markets should be available to short-line and regional railroads sen ing the Northeast 

4. Enhance apacity. The rail system must have the capaciiy lo gniw and to 

meet the needs of its users. 

5. Inlcrniodal l-!il"ecliveness. The rail .system must offer its users efficieni 

intemiodal rail serv ice. 

CNE(j is particularlv concerned that the proposed transaction, as structured by 

('S.\ and NS, does not adequately address general concems relatini' to rad competition 

and competitive access lo all markets in the Northeast. More specifically, the transaction 

will not result in competitive Class I rail service in all areas of the Noftheaslem stales 

represented by CNEG. including portions of New York. New Jersey and Pennsylvania, 

and. in particular, in the .'rca of the Northeast which is east of the Hudson River. 

Therefore, the Board should, tor the reasons sta.ei! below, impose measures which will 



ensure etf-'ctiv competition in areas which are not schediiletl to be served by at least two 

competitive CIa;s 1 rail carriers under the proposal by NS and CSX. 

The NS/CSX Plan Selec'ivelv Providî s lor Competition 

Pursuant lo the application submitted by CSX and NS, the Conrail lines between 

Buffalo and Albany, between Albany and Boston, and between .Alban\' and Nev York 

City, on both sides of the Hudson River, would be assigned to CSX. CSX would replace 

Conrail as the exclusive operator of those lines. I'nd:. the plan. NS would operate no 

lines w hich extend east of the Hudson River. 

I hc application also describes what are temied "shared asset areas" in which both 

CSX and NS would have the ability to serve customers. In areas such as northem New 

Jersey, or the New York Chy area west of the Hudson River, soulhem New Jersey and 

portions of the Philadelphia area, both CSX and NS will have the right directly to serve 

shippers w Inch are now sen ed only by Conrail. As a resul;, I'.-ese areas will benefit t om 

head-lo-head rate and serv ice cor petition between NS and CSX. 

Apparently recogni/ing lhal it has been excluded from many of the markets and 

customers in the Northeast. :>1S has announced that it has reached an ag cement w ith 

Canadian Pacific pursuanl ,o winch CP would haul traffic tor NS between .Albany and 

Sunbury, Pennsylvania In addition. NS has indicated that it is "discussing" with 

Guilford I ransportalion Industries the possibility of anangcments lo interchange traffic 

with Guilford ai .Albanv. In the application, both NS and CSX refer lo the contemplated 

"competitive pre .ence" ot NS in the area east of ihc Hutlson River and claim thai it will 

enable NS to provide competition lo CSX. .As o." th-.s time, no details of either the 

arrangement between CP and NS or ot the di.scussions betwe.-n NS and Guilford have 

been made public. Perhaps more importantly, as amplified below the NS-CP-Gui!lbrd 

aiTang.-menls are i.ot the subiect of the pnmar transaction or any related applications. 



The Public Interest Aspects of the History of Conrail 

The application and the accon^panying verified statements submitted by NS and 

CSX chronicle the unique history of Conrail. See, e^, VS John W. Snow, VS Charles 

W. Hoppe. VS James W. McClellan. Conrail is described as a "creature of public 

policy," having been created by Congress in the Regional Rail Reorganization Act as a 

response to the bankniptcies of several northeastern railroads in 'he 1970s. Congress 

established the United States Railway .Association as a planning agency to resurrect a 

viable and etricienl rail systcn frt)m the chaos of the bankruptcies. 

All parties agree ihat the first choice of USRA was to have the predecessors of NS 

and CS.X add parts of the bankrupt railroads to their systems in order »o creaic tvvo 

financially strong and competitive carriers in the East. For reasons which are not 

important today, NS ai,.i CS.X did not take advantage of the opportunity at that time, and 

fiSRA was left with the option of a Conrail w hich would have monopolies in rail service 

in large areas of the East. While this structure afforded Conrail a better chance to become 

financially viable, the f ederal planners thereby sacrificed rail competition in favor of 

monopoly drn en profitability. 

CSX and NS describe the proposed partition of Conrail at Ihis lime as the last step 

in the restructuring ot the eastern railroads. Altematively. the transaction is referred to as 

the • logical culmination" of the reorgani/atioii of the Northeast rail system, thereby 

fulfilling the goal which flSR.A, Congress and others could not achieve eariier. VS Snow 

at 6. .Acc'-.ding to the applicanls, this "long overdue rationalization" wili integrate the 

rail system of the Northeast into the rest of the sy .tem and will enable the national 

economy lo perfomi up to its poiential. VS Joseph P. Kail at 6. 



PUBLIC INTEREST CONSIDERATIONS 

The Trinsaction Piopo!»\s the Restoration and Maintenance 
ol R- .1 (\)mpelition in Certain .Areas But Not Others 

As noted above. CSX and NS are proposing the restoration of head-lo-head rail 

compeiilion in certain areas, including portions ot the Northeast, where Conrail now 

enjoys a monopoly. I his factor iiakes this transaction different than any other Ch.ss I 

rail merger in the recent past or perhaps ever, in prior transactions, the principal 

competitive issue has been the reduction of rail options for shippers from three raikoads 

to tvvo or from tvvo railroads lo one. NS and CSX have also attempted to provide access 

for one aiioiher if the transaction would reduce an area's options from two carriers to one. 

lo the extc'U that NS and CSX propose to restore or prese e effective rail 

coinpetitio.i in the Northeast, their initiative is welcome and should be encouraged. As 

dc'-:i-ibeil below, however, NS and CS.X do not go far enough, and the result is harn to 

the public interest. 

NS and CSX contend that the public interest is being serv ed by the restoration of 

rail competition m the shared asset areas where Conrail now h.is a monopolv. l o be sure, 

there will be benefits lo shippers and the general public in those arjas; direct rail 

competition w ill , as described below, bring price and service competition and encourage 

investment in lacilities. 

While the result will be salutary, the motivations for the creation of direct 

competition are more basic. The only reason given by the applicanls to delemiine where 

rail competition would selectively be restored was that the markets involved are 

"important." .Application at I 7. Mi>re candidly, an NS witness asserts that shared asset 

areas were created where il w.is "noi feasible" or "not acceptable " to alloc;\e the lines or 

customers in question solely to NS or solelv lo CS.X. VS McClellan at 12. 

' Importance was not. appaienily. the only criterion For example, although Hoston is the sesenth 
largest served hy ( onrail and the second largest HI .X (htiiind New ^'ork hut ahead of Philadelphia) 
which todav is served onlv hy Coiirail. Hosion is scheduled to remain a nioiiopoly market. ^ S Kail at 14. 



.An obvious, although unarticulaied. reason for selectively restoring competition tc 

a particular area would be the detemiinalion by NS and CS.X that both could profitably 

operate m the market at the same time. In any event, there can be gleaned from the 

application no compelling basis for the selective restoration of tvvo rail carrier 

competition to certain markets and »'•..• continuation of the Conrail monopoly in other 

markets. As described below, this disparity is lhe root of the hami which requires Ihe 

conditions to be attached to tlie tr insaction. 

Ek'nefils of Rail Competition 

lhe appli ation and verified statements aie repl'-te with explanations and 

arguments concerning the benefits of having two Class 1 rail carriers in a market. The 

restoration of competition is one of the foremost public interest benefits touted by NS and 

CSX as a justification for approv al of the transaction. VS Snow at 9; VS Goode at 11; 

Application al 2. 

The specific benefits of two rail carriers competing head-to-head are clear and 

unchallengable. f irst ami peHuips foremost, such competition will create a downward 

pressure on rates chargeable to rail customers. VS Goode at I I ; VS Snow al 12. Such 

-ate pressure is. in the hands of shippers, a "powerful bargaining chip." VS Chrislophei 

P. Jenkins at 4n 1 he absence of tvvo rail competitors, by comparison, suggests that any 

cost savings realized by thr single earner will noi necessarily be passed on to the 

customer m the form of reduced rates; rather, the lone rail carrier in the absence of 

competition may choose to extnict "economic rent" bv maintaining the rate levels and 

earning higlur profits. \ S Rarrv Harris at (>. 

Ther: are additional public benefits of having two rail earners serving a market. 

Severai witnesses point out t.ie phenomenon thai shippers looking lo relocate their 

facilities or to build new plants will invariably go to a location which is sened by two rail 

carriers. \ S L.I. Prillaman al 8; VS David Alan Cox A 9. Thus areas with two rail 



carriers will attract industrial development and economic growth. Areas which do not 

have comparable compelitive rail service or access cannot expect such development or 

growth. 

In the application and the verified statements. CS.X and NS extol the v irtues of 

increased rail i ompetition and. in particular, the restoration of direct competition in the 

shared asset areas as a benefit to the "Northeast" or lo the "East." In fact, however, 

these statements of benefits can be applied only to those areas of the Northeast or East 

which will be left with two altematives, and such statements should be footnoted or 

modified as such ' Vasi areas of the Northeast, such as upstate New York, New \'ork 

Cily, Long Island, the New Haven line area in Connecticut, and the remainder of the 

areas of states east of the Hudson River, are not af forded effectiv e rail competition by the 

transaction as currently structured. 

The application is ii iteworthy for the relatively few statements of shipper support, 

among the hundreds of statcinents which were incluoed, from rail customers located in 

the areas which will not have competitive rail service after the transaction is 

implemented. Moreov er, the few statements ostensibly in support of the transaction were 

not based on an accurate understanding of the proposed status of rail competition in the 

areas east of the Hudson River. Several shippers assumed that direct, competitive single 

line sei vice would be established by both CSX and NS. For example, a shipper located in 

Madison, Maine, wrote to the Board as follows; 

There is a distiuvt need for tvvo competiim railroads in the Northeast which 
own their own tracks and facilities. For too long, customers which ship or 
receive product into and out of the Northeast have had the service ol only 
one rail carrier. 

1-or example, the issertion lhal 'it|his transaction will give customers who sh.p 'o and from the 
Northeast the henefits of comj lilion hetween two strong rail systems" does not apply to the areas east of 
llic Ikulson Ri\ei where ( SX will continue lo he the onlv Class I carrier \ S Snow at 12. 



In addition, we are looking forward to experiencing not only the change 
from being serviced by one rail carrier increasing to two, but also the 
greatly expanded market reach which single line service by NS and CSX 
will of'^T. 

Application, Volume 4D al 274 (emphasis supplied). In addition, a shipper located in 

New London, Connecticut based its support on the mistaken belief that NS would be 

providing single line service to Connecticut: 

. . . the single line service which Norfolk Soulhem proposes would be of 
benefii to us. With single line service. I believe our facility would be able 
to connete in these markets with other companies enjoying single line 
service into the Northeast. 

Application. \ olume 4B at 690. Clearly, however, the transaction propo.sed by NS and 

CS.X will not prov ide for ownership of assets, single line service or competition by both 

NS an CSX which will benefit shipp.̂ rs in Maine. Connecticut or any olher area east of 

the Hudson River. 

Proposed Competition by NS Will Not Be Meaninuful in the Monopolv Areas 

NS and CSX seem tacitly to recognize the different circumstances in which the:'-

proposal leaves the portion of the Northeast region east of the Hudson River and the other 

areas where the Conrail monopoly is perpetuaied in comparison to the portions of the 

Northeast region, such as the shared asset areas, where rail competition will exist. 

Although technically not part of the application, NS, as described above, has taken certain 

steps in an effort lo compete with CSX east of the Hudson River. ,As described below, 

however, the effort is unlikely to result iii any meaningful or effective rail competition. 

One of the most important public bene*'ts of the transaction, according lo NS and 

CSX, IS the creation i>f single line serv ice hv means of the addition of Conrail lines lo the 

existing systems of NS and CSX. Witness after witness describes the advantages of 

single line serv ice fherc can be no doubt that single line serv ice is superior in every way 

lo interline sen ice inv olvini: tvvo ur three carriers. 



NS will at.empt lo "compete" with CSX single line service to Bo. on, however, 

by means of an interchange with CP at Sunbury , Pennsylvania, haulage service by CP 

between Sunbury and Albany and interchange with Guilford al Albany. This service is 

described as "coordinated" serv ice which NS contends w ill be workable because of an 

"alignment of interests" among the three parties. VS McClellan al 14. 32. ! f however, 

lhe .ipplicants are to be believed anil they siiould be when they describe the 

advantages of siii;;le line service, the proposed three carrier competition, i f it actually 

emerges, will not be the equal of CS.X's single line service and will have little chance of 

providing effective competition for CSX. 

Moreover, there are obstacles to the creation of such service. So far as is publicly 

known, NS has reached no agreement with Ciuilford. The Guilford route between Albany 

and Ayer, Massachusetts, which would b'̂  used if there is an interchange established vvi;h 

NS, has not been Guilford's primary route for several years. Rather than routing traffic 

ov er the line between Ayer and Albany, Guilford has chosen lo move most of the traffic 

to and from an interchange v> iih Conrail at Ayer. Massachuscits. Consequently, the 

physical condition of the Aver-.Albany line at this time is a question. Furthemiore, a five 

mile long tunnel in western Massachusetts is not presently capable of accommodating 

certain high clearance cars. Allhougli Guilford has reportedly started to vvork on 

increasing i\u- height of the tunnel, details of the vvork. the estimated completion date and 

the anticipated new clearances are not known 

PI BLK INTEREST ANALY SIS MAND VflNG IMPOSI flON OF CONDITIONS 

CNECi believes that the proposed transaction will, unless conditioned in the 

manner described, hav e adverse impacts on all parts of the Northeast in which effective 

rail-lo-raii competition bv NS and CSX is not provided. I he most readily identifiable 

area in which this result will be seen is the area east of the iliidson River, where CSX will 

continue as the beneficiary of the current Conrail monopoly. Without rail competition. 

10 



the atTected states, local govemments. shippers, short-lines, regional rail carriers, and 

ports will be hamied, as described below. 

Non-Competitive Areas Will Be Disadvantaged in Comparison lo Competitive Areas 

NS and CSX have convincingly demonstrated the benefits of rail competition in 

any region. Moreover, they have siiown that regions and shippers which have effective 

rail competition will have advantages over those which do not. The result of the 

proposed transaction, if conditions are not imposed, will be to place lhe areas of the 

Northeast lacking rail competition at a dislincl disadvantage compared to the competitive 

areas. 

As demonstrated by NS and CSX. rail rates will undoubtedly decrease in the 

shared asset areas. For example. NS has quantified at approximately S80 million 

annually the loss of revenues as ,i result of anticipated rate reductions in tho.-̂ e areas 

where it intends to compete directly with CSX for business. VS Goode at 1 1; VS John H 

Williams al 5. Rail rates will presumably also decrease or at least remain stable where 

both NS and CSX are able lo compete effectix ely. 

In areas of the Northeast where CSX will continue lo have no efTeclive 

competition, however, the economics of the marketplace suggest that CSX will be able lo 

preserve or increase its margins in order to offset the lower profitabi ity of traffic in the 

competitive areas. Most railroads attempt to offset the effects of lower margin traffic by 

maintaining higher margin traffic wherever possible so that fixed costs are covered and an 

appmpnate profit is earned. 

V\ith the anticipated discrepancy in rail transportation rates between the non­

competitive areas and the compelitive areas, shippers in the non competitive areas will be 

handicapped in their attempts to compete w ith shippers in the compelitive areas, fo the 

extent that transportation costs are a factor in a shipper's ability to deliver goods to its 

11 



customers, shippers k)cated east of the Hudson River or in the other aieas without 

competition will be at a severe disadvantage. 

I he NS/CSX application demonstrates that economic development and growth 

are fostered by having competitive service by tvvo rail carriers. Conversely, economic 

development and growth are more Iikeiv to be stagnant in an area which is served by only 

oiu: rail earner. NS and CSX have asserted that shippers invariably look for two rail 

carriers beiore they decide whether to locate a new facility in any particular area. The 

result of the creation of non-compelitivc and compelitive areas is thai econo.nic 

development will be fostered in the competitive areas and will be stified in the aa'as 

which lack rail competition. In an economy which is unquestionably national in scope 

anti increasingly global, the non-coinpelitive areas will be banned unless competitive 

rates and access are prov ided. 

Shippers in the non-compct••i^e areas recognize lhal they will be al a 

disadvantage. For example Northeast Warehousing & Distribution of Monson, 

Massachuscits mUed in a leilet to the Massach isells Executive OiTice of Transportation 

and Construction in August, 1997. a copy of w hich is all iched, that the absence of Class I 

rail competition would place New England at an "economic disadvantage" and "subject 

to a letiuction m emnloymetit opportunities that competitively will go to [lhe compelitive 

areas].""' 

Ihe areas east of the Hudson River and other monopoly areas will be hamied by 

the transaction in vet another, more subtle fashion. NS and CSX will undoubtedly 

contend tlui' the etfect of the transaction is simply to replace Conrail with CSX and that 

such a replacement in and of itself is not hamiful. By ils own description, however, CSX 

IS a much stronger entity than ( onrail m everv respect lo the extent that relative 

economic strenuth and leveraue between a rail carrier and its customers is a factor in 

Northeastern W arehousing suhinilted a letter in support of the transaction in May. I<)')7 hased on 
the incorrect assumpuon which, as descrihed ahove. was shared by others, that NS v\ouUi be obtaining a 
single line loiiie to ser\e New I ngland Applicaii )n. Volume 41) at .S7') 

12 



dictating the quality of serv ice and level of rates. CS.X w ill be a much more fomiidable 

participant than Conrail. 

Proposed Rcinedy 

In general lemis, C NEG believes that the monupoly areas must be afforded 

effective, two carrier rail competition. Competitive access by both NS and CSX could be 

accomplishe • in sev eral different ways, as described below. In any event, however. 

CNFXi believes thai tlie Board must retain jurisdiction over this matter to r.-yiew tiie 

.Status of rail competition and to implement changes now or in the future to the extent 

warranted. 

I he best form of rail competition would be the type ol direct access by both NS 

and CSX w hich is beini, proposed for the shared asset areas. Introduction of s* ch rate 

and service competition in the monopoly areas would ameliorate the hamiful impacts 

outlined above, fhere are. however, olher means to promote competition, such as 

trackage or haulage rights. 

Several parties have expressed the intention to file responsive applications to 

address the .same competitive concems vvh'ch CNECJ has identified. For example, the 

New ^ ork Department of Transportation and the New Vork Ciiy Economic Development 

Corporation, iilentifying the lack of compelitive rail access to New York City, are 

proposing trackage rights tor a neutral carrier over the Conrail lines between Albany and 

New ^Hrk C ily Such trackage rights would enable NS. w orking with the holder of the 

trackage rights, tt) compeie much iiu>,c effectively with CSX fo; traffic lo and from New 

\ ork Cily. 

Short-line camcs such as New England Central, which operates in Vemionl. 

Massachusetts .uul Connecticut, and Housalonic Railroad, which serves areas of 

Connecticut and Massachusetts, have indicated intentions to file responsive applications 

for trackage rights or haulage rights enabling them to operate or move IratTic over 

13 



portions of the Conrail line between .Albany and Boston. Such rights would in effect, 

enable NS lo penetrate the New England region and to provide effective competition to 

CS.X, at least w ith respect to rates. 

By such means of such trackage or haulage rights, therefore, NS and carriers olher 

lhan C S.X will have the ability to extcntl their reach beyond Albany to reach points to the 

East and South which would otherwise be captive lo CSX. Such a development would 

enable NS lo compete more vigorously with CS.X in the areas which would be without 

effective compeiilion under the tran.saction as proposed. 

fo some extern, the proposed trackage rights or haulage rights may be duplicative 

or inconsistent. CNEG believes that if one earner were granted trackage rights between 

Albany and New York City and between Albany and Worcester, Massachusetts, as a 

neutral extension, m ciTect. of NS oper..tions beyond .Albany, the competitive imbalance 

would be restored to a large extent. Multiple trackage rights over these lines are not 

necessary; common access through a neutral operator should be adequate." 

As described above. NS itself has taken certain steps in order to attempt lo 

provide competition .o the numtipoly areas east of the Hudson Riv er. It is possible that 

the NS eflorts with CP aiul Cjuilford will come to fruition and 'nat a competitive rail 

service will be created. .At tlus time, however, the resull is impossible lo predict. 

Moreover, the propositi is not part ol the application which is pending before the Fioard. 

Consequently, the parties io the .service, if it is created, would be free to implement it or 

not; the seivice wouUl not he mandatorily imposed as a condition of the primary 

transaction. 

In these circumstances, the Board should favorably consider the responsive 

applications for trackage rights or haulage rights, as described abo \ In addition. 

however, the Board should expressly condition approval of the transaction by prov iding 

It should he noted that anv such arrangement which is noi single line senice will, for the reasons 
de\elopetl aho\e, not afford the same ad\ antages as the CSX single line service On the other hand, even 
such an arrangement would he beiiei than penH-tiiati >n ol the ( onrail nionopoU. 

14 



for periodic review of the competitive access issues in order lo delemiine whether there is 

effective rail competition in all areas of the Northeast. The condition should also 

explicitly provide that the Board is retaining jurisdiction with the ability lo impose 

additional or olher relict to the extent wananled. Such aud'tional relief might be the 

creation of additional shared asset areas or the imposition of trackage rignts m fuvor <>f 

NS over the CS.X lines east of the Hudson River, combined with a common carrier 

obligation for NS and a directiv e to NS to use such rights. 

Condition is Operationally Feasible 

Such a condition would be operationally feasible. If any of the trackage or 

haulage rights applications were granted, it is unlikely that the addition of no more than 

several trains a day would overburden the capacity of the lines in question or lead to 

congestion. I or example, the portion of the Conrail Boston-Albany line between 

Worcester and Albany currently handles approximately 25 trains per day. With such 

volumes, several additional trains exercising trackage rights would net < reate an 

operational problem. Haulage rights would presumably add no additional trains. 

The retention of juri.sdiction by the Board is certainly no burden to NS or CS.X. 

cither operationally or otherwise. I he Board has retained jurisdiction over certain aspects 

of the implementation of the Union Pacific-Southern Pacific merger k. monitor and 

ensure the effectiveness of the competitive remedies imposed in that case, and it could 

readily do so in this case. 

Balancing of Public Interest Factors Mandates the Imposition of Conditions 

lhe public benefits which will How from imposing the condition requested by 

CNECi will tar outweigh any reduction in the public benefits which will result from the 

transaction itself More competition, bv definition, is better than less. Indeed, it is 
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unlikely that there will be anv diminution to the public benefits which NS and CSX 

contend will be produced by their partition of Conrail. 

Ultimately, the balancing of the public interest factors must take into account the 

admittediv unique history of C'onrail. I or the first time, tiic Hviard, including its 

predecessor, the ICC. is bei.iu asked to pemiit the restructuring of a lail carrier which is 

itself the product of public policy considerations and substantial public investment.' In 

the words of the applicants, the proposed transaction is the "final restructuring" of a 

process which began more than iwenty years ago in Congress. 

I he public interest for which CNECi speaks is based on the best interests of the 

economy and shippers m all areas of all of the stales comprising CNEG. CNEG is 

motivated by the recognition that the transaction, as currently structured, will create an 

iiiibalance betw een certain areas and markets depending upon whether they are served by 

one Class 1 rail carrier or tw o Class 1 rail carriers. Certain areas, all of which are part of a 

national ecoiwmy, will have competitive advantages and others will sutler from 

disadvanlages. 

Just as there were public policy issues and economic issues underlying the 

creation of Conrail and its structure and markets, there are important public policy issues 

at stake iu>vv . These issues require the rev iew and intervention of the Board as the 

ii'timale protector of the public interest. I he issues should not be resolved solely by 

private interests, particularly v hen the proposed transaction w ill have such a substantial 

impact on the regional and the national economies. 

NS and CSX are lo be applauded for proposing to restore ra ' competitu>n to the 

extent which they have I hey should not. however, be the sole or final arbiters of the 

public interest. It should be recognized that each company fought vigorously for the right 

Io the extent thai rates ni.i\ decrease due to hroai.cning the areas of competition, any rev enue 
foregone would tie a diuunutuni ol pru .ue. not puhlii'. henefits 

lhe net ledeiai iinesimenl b\ the federal go\ernnient in the acquisition and rehabilitation of 
Conrail. aflei taking into account the proceeds reali/eJ on the sale of the C onrail slock, was approximately 
S.s.l hilhon. 
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to annex the Conrail monopoly for ils own. They had to settle for a division of lines and 

a sharing of certain markets which are now captive to Conrail The creation of shared 

asset areas and the preservation of competition in certain areas are, therefore, a product of 

the "deal" for which NS and CSX had to settle, not simply a magnanimous gesture. 

The proposed transaction must be recognized as an example of private economic 

activity which has broad, tar reaching and long lasting public impacts. The process of 

selectively restoring effective rail competition to certain regions and withholding it from 

others would create, lo use a trite sports metaphor, a playing field that is not level Tbus, 

the question for the Board is the selection of the best means to correct or protect against 

any adverse impacts how best to level the economic playing field. Stated otherwise, 

should the final resli iicluring of Conrail be ceded to NS and CSX, each of which fought 

v 'orously lo control Conrail for its own, sole benefit, or should there be an overriding 

role for the Board to ensure that the public interest is implemented .*' 

CNEG believes that the answer is clear; the final chapter of the Conrail story 

should not be left solely to private sector decisions as to where and to what extent rail 

competition should be restored or where and to what extent rail monopolies should be 

continued. The economic impact of the private sector decisions must be assessed on a 

regional and national basis in order properly to evaluate the public interest aspects of the 

transaction. While U.J manifest destiny of NS and CSX may be to partition Conrail, there 

' The Board has lecogm/ed the broad nature of its role and the need to consider economic issues. 
In the l!P-SP decision, for example, the Board noted its responsibility, lounded on the commerce clause of 
the ( onstitution. to foster the goal of economic integration embodied in NAFTA. 
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must be oversight of th'- type outlined a'love in order lo ensure that rail competition is 

restored where il is feasible to do so, rather than denied by a decision of the applicants 

which lacks any compelling rationale. 

Respectfully submitted, 

COALITION OF 

NORTHEASTERN GOVERNORS 

Jaaies E. Howard LLC 
90 Canal Street 
Boston. MA 02114 
(017)263-1322 

Attorney for Coalition of 
Northeastern Govemors 

.Anne D. Stubbs 
Execu'ive Director 
V i\EG Pol'cy Research Center, Inc. 
400 North C apilol Street, Suite 382 
Washington, DC 20001 
(202) 024-8450 

Dated: Octobe 21, 1997 
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NW1)1 NORTHFAST WAREHOUSING & DISTRIBUTION LTD. 

Bethany Roaa • .Monso.n, .MA 0:d̂ .7 • w 13) 267-4626 • FAX (413) 267-4031 

August 18, 1997 

Mr Dennis Coffey, Director 
Executive Office of Transportation and Construction 
Commonwealth of Massactiusetts 
10 Par1< Plaza, Suite 3170 
Boston, MA 02116 

Boston, MA 

Dear Dennis: 

Tfiis letter will follow-up our discussion regarding the upcoming impact of Conraii's take­
over by CSXT in New England, in get.c^al and Massachusetts if. particular 

On a positive note, breaking Conrail s exclusive lock on US origin and destination rail 
business will be an economic plus tor the many off-line shippers, receivi^rs, 
transkjaders and distribution businesses in New England 

On the negative sklo. we seem to be going from the "frying pan into the fire" by allowing 
a single class 1 rail carrier (CSXT) to replace another claf?s 1 carrier (Conrail). Many 
industry leaders would prefer to see a situation simuar to New York and New Jersey 
where both Nortolk Southt n and CSXT are being allowed joint se'vice access. 

What appe'irs to be happening again in New England, ^nd Massachusetts in particular, 
is regicnally we are being placed in another econo.T';.; disadvantage We will be subject 
to a reduction in employment opportunities that competitively will go to New York and 
New Jersev This disadvantage will place additional pressure on increasing the already 
heavy truck imbalance n New England We feel we should be reducing the number cf 
long haul trucks on our congested highways, not increasing them. 

Having two (2) class 1 United States rail carriers competing head to head in New 
tngland would go a long way to alleviate our region being so dependent on the service 
sector an"-' touhsm and it would certainty improve our regional ability to attract industry 
back to a very capable secton of^qur country 



CERTIFICA1 E OF SERVICE 

Th'- undersigned hereby certifies tha» the "Comments and Request for Conditions 
by Coalition of Northeastern Govemors" is being served by mailing copies on Ociober 
21. 1907 by first class mail, postage pre|)aid, to the Parties of Record listed on the serv ice 
list compiled by the Board and included in Decision 21 dated August 19. 1997, as 
amended by Decision No. 43 dated Octobei 7, 1997, and on Administrative Law Judge 
.laccb Leventhal. Federal Energy Regulatory Commission, 888 First StreeL N.E., Suite 
1 i F, Washinuton, DC 20420. 

Anne D. Stubbs 

Dated: Ociober 2 l . 1997 
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CNEG-O 

BEFORE THE SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO 33388 

CSX Corporation and CS.X Transportation. Inc.. 
Norfolk Southern Corporation and Nortblk Southern Railway Company 

- Control And Operating Leases/Agreements -
Conrail Inc. and C^onsolidated Rail Corporation 

VERIFIED STATEMENT OF ALAN G. DUSTIN 
IN SUPPORT OF "COMMENTS AND P .̂ UEST FOR CONDITIONS 

BV COALITION OF NORTHEASTERN GOVERNCmS" 

My name is Alan G. Dustin. and 1 am currently employed as a rail transportation 

consultant with KKO & .\ssociales. Inc. of Andover, Massachuscits. 1 am .submitting this 

statement in support ol the "•Comments and Request for Conditions by Coalition of 

Northeastern CJovemors." 

I have 50 years experience in the rail transportation industry. Since 1990, I have 

been a consultant, operating my own independent consulting business between 1990 and 

1997 and alTiliating with KKO eanier this year. .\s a consultant, I have been engaged in 

a variety of rail projects, including studies on the ability of Amtrak to bvcome self-

sufficient, the preparation ot a number of bids for the acquisition of freight railroads, 

annual operationa! and financi; 1 audits of the .Alaska Railroad Corporation and a variety 

of passenger and commuter projects, including commuter and long-distance passenger 

privatization in .Argentina, analvsis of the extension of the Metro subway system in 

Washington, DC. and study of the tor.im'.ier systems in South Africa. 

From 19S4 to r)S9. I was ^ 'ice President and General Manager of New Jersey 

" r̂ansit Rail Operations. In Ihat capac ilv , I w as responsible for the operation of a grov. mg 

commuter serv ice with an annual opc-ating budget of approximately S255 million and a 



capital budget of approximately $175 million. During mv- years with New Jersey Transit 

Rail Operations, ridership increased and costs per passenger decreased. In addition, we 

successfully completed a massive program for rehabil-taling the track and facilities. 

In 1983 and 1984,1 was the President and Chief Operating Officer of Boston and 

Maine Corporation and Maine Central Railroad. 1 participated in the planning for and 

implementation of the consolidation of these two carriers following their acquisition by 

Guilford 'Iransportalion Industries. In addition, 1 was responsible for the operations of 

freight and commuter service. 

1 joined B&M as President and Chief Executive Officer in 1973 at a time when it 

was in reorganization proceedings. From 1973 through 1983, I was responsible for the 

overall operations and perfomiance of B&M which, dunng that lime, emerged from 

bankruptcy and was acquired by Guilford. The turnaround was accomplished through 

innovative wage, vvork nile and crew size agreements, increased and innovative 

marketing dev elopments to generate new sources of revenue, and other efficiencies. 

Prior to joining B&M, 1 held various other positions with freight railroads in fhe 

Northeast, including F.xecutiv e \'ice President of Bangor & Aroostook, Chairman of the 

Board of P''tsburgh and Shawmut and Division Superintendent with Erie Lackawanna. I 

began my r; ' iransportalion career in 1947. 

.As a resull of my experience over the last 50 years, I am familiar with the rail 

industry in the Northeast. In particular, I am generally familiar with the freight and 

passenger rail networks, the rail carriers providing service and the significant rail 

customers in the Northeast. 

I was retained by the Commonvvcallh of .Massachu.setts in June, 1997 in order lO 

consult with and provid.e advice to the Executive OlTice of Transportation and 

Constniclion relating to the transaction pursuant to which CS.X and NS propose to 

acquire Conrail. In connection wuh that assignment, 1 have generally reviewed the 

application and relevant vent'ied statements submitted by NS and CS.X to the Surface 



Transportation Board. In particular, I have studied the plans of CS.X and NS as they 

relate lo the division of lines and facilities and Uv: provision of service in the Northeast. 

I fully agree with the witnesses for NS and CS.X who claim that there are 

substantial benefits to having two Class I carriers competing in any ma'xet. The presence 

of tvvt) Class 1 carriers such as NS and CSX in the so-called "shared asset areas" and 

other areas where both NS and CS.X will provide service after the transaction is 

implemented will mean that shippers will have the benefit of both price competition and 

service competition. 

Price competition is a relatively straight-forward concept. Having two Class I 

carries with the ability lo quote rates, and in most cases single line rales, gives any rail 

customer a clear basis for comparison. In addition, the carriers are generally motivated lo 

reduce rates in order lo obtain new business or maintain existing business levels. 

The passage of the Staggers .Act and other legislation which has freed rail pricing 

from regulation to a great degree has enabled shippers to m.;ike the most of any leverage 

which they may have with rail carriers Sophisticated shippers today understand that they 

can. in effect, play one rail carrier olT against the other in order to negotiate lower rates. 

The ability to u.se confidential transportation contracts has made it easier for shippers to 

extract rale concessions from rail carriers. 

The presence of two rail carriers in any market will c'so lead lo service 

competition. By serv ice competition, 1 am retemng to factors such as transit limes, the 

availability of equipment, and general responsiveness of the carrier. These factors are 

v ery important, especially to shippers dealing v.ith lime sensitive commodities. In many 

instances, shippers will negotiate with rail carriers "onceming service requirements. If 

there are tvvo rail carriers serving any particular market, the ability of a shipper to achieve 

serv ICC go.ils is enhanced. 

The marketing department of any rail earner devotes significant effort to 

attempting to persuade shippers to locate new facilities on lhe carrier's lines. I agree with 



the witnesses for NS and CSX who stated that in today's economic climate shippers will 

invanably consider the investment in a new plant or facility only if they will have access 

to competitive senice from two rail carriers. As in the case of the rate and service 

benefits lo shippers with existing facilities, as described above, shippers place even more 

emphasis on being sure that any new capital investment for a plant will be at a location 

where tvvo rail carriers provide competitive service. 

Investment in plants and facilities means economic growth and jobs for the area in 

which the plant or facility is built. Areas or markets which have tvvo competing rail 

carries will undouhtcd'y have a heller chance of experiencing economic growth than 

areas or markets which are served by only one rail carrier. 

1 also agree w ith the witnesses for NS and CSX to the extent that they assert that 

single line serv ice is generally much belter in all respects than joint line service. I f the 

CSX.''NS plan for Conrail is implemented, CSX will have single line service between 

points east of the Hudson River and other points in its system. Such service, for the 

reasons slated by the witnesses for NS and CSX, will be faster and less costly than 

interline service. 

NS. on the other hand, is not scheduled to obtain any Conrail lines or rights which 

extend cast of the Hudson Riv er. In order to attempt to serve customers east of the 

Hud.son River. NS has announced that it has reached ; n agreement with Canadian Pacific 

pursuant to which CP would haul NS irafTic between Sunbury. Pennsylvania and Albany, 

New York. In addition. NS has also staled that it is discussing an arrangement with 

(iuilford. the owner of Bc^M. lo interchange traffic wilh B&M at Mechanicville. New 

• '̂ork. near Albany, for the movemenl of traffic beyond the .Albany area and lo and from 

areas m New England. NS has asserted that this route will provide a "competitive 

presence" for NS which will enable il vo compete with the single line CSX route. 

In mv v iew. NS will not he competitive with CSX east of the Hudson River for 

several reasons. First. NS will not have a sinule line route. Instead, there will be a 



haulage arrangement with CP and an arrangement which apparently i as yet lo be defined 

or finalized with Guilford. If NS is able lo reach definitive arrangements with Guilford, 

NS's service will in no event be equivalent lo the single line service which will be offered 

by CS.X. I he NS serv ice will depend on three different carriers and two interchanges, 

which will undoubtedly make il slower and less reliable than CSX. In addition, since 

three carriers, rather than one. will have revenue requirements for traffic movements, it is 

unlikely hat NS will be able to offer lower rales than C SX ''*"m rates that are equal to 

CSX. 

It is my understanding, based on discussions with persons who are familiar with 

Ciuilford's operations, that in recent years (iuilford has reduced the volume of traffic on 

its line between Mechanicville. near Alba. y. and .Ayer. Massachusî tts. 1 am told that the 

majonty ol Ciuilford's traffic is now interchanged with Conrail al Ayer and routed via 

( onrail between Ayer. through Worcester, ard Albany. If there has been a decline in the 

use of the ( iuilford line, maintenance expenditures on lhe line may also have declined. If 

so. there may be a question whether the condition of the line is at a level which would be 

desirable if NS wants to incorporate lhe line as part of its attempt to create a competitive 

route. 

The discrepancy between competitive rail service by tvvo Class I carriers and rail 

service bv only one Class 1 carrier will result in a fonn of economic discrimination 

against areas which arc served by only one carrier, fhe discnmination will lake several 

different forms. For example, shippers, whether present or prospective, in a single eanier 

area, or a "monopoly" area, which compete with shippers located in an area served by 

two earners will be at a disadvantage, because the rail service will be less efficient and 

more costly, fhis same discriminatory impact will be seen with respect to ports which 

are served bv tvvo carriers as compared lo ports which are in monopoly areas. In addition, 

as described above, the monopoly areas w ill suffer in terms of economic growth and 

development in ctMiipanson to the regions served by tvvo earners. 



The ideal remedy for the hami caused by tlie tact that only Ĉ SX is scheduled to 

serve the area east of the Hudson Riv er and the other monopoly areas would be to make 

those lines "shared asset areas" or to give NS trackage rights and a mandate to provide 

service in competition vv ith CSX over those lines. In those circumstances, there would be 

full rate and service competition or direct "head-to-head" competition as NS and CSX 

descnbe it as iherc will be in the shared asset areas. 

.Another remedy which would no. be as effective hm which would lend lo 

ameliorate the hannfiil impacts would be n grant trackage rights between .Albany and 

New \'ork C ity and between Albany and Worcester, Massachusetts to a short-line or a 

regional carrier. The short-line or regional would enable NS, working with the short-line 

or regional, lo provide rale competition over the CSX lines for shippers which would 

otheiAvi.se be captive to CSX. It should be recognized that a joint line service of this type 

would not be as efficient as the single line sen ice of CSX. Such joint line sen ice would, 

however, be more con ictitive than the complete lack of competilioii provided in the 

application. 1 bilicve that the service which could be provided by NS working with a 

short-line or regional over the CS.X lines east of the Hud.son Riv er would provide more 

effective rate competition and would afford better service than the proposal by NS lo 

vvork with Ciuilfc d on Us route. 

Frackage rights lor eii r NS oi another carrier over these Conraii lines from 

Ainany would not inipos>. .my operational problem for CS.X. It is likely that the trackage 

rights would be •xcrcised for no more than several trams per day. and such volume would 

not t:st the capaciiy of the lines in question. For examtile. it is my understanding, based 

on die CSX operating plan (.Applica'ioii Volume 3.A. p.447) that the ("onrail line between 

Boston and Albany currently handles approximately 25 trains per day between Worcester 

and .Albany, and the iiunibc: of trams will decrease slightly after the transaction is 

implemented. Sev eral additional trains per day woukl not be a source of congestion. 



VERIFICATION 

I, Alan G. Du.stin, declare under penaltv of perjury that the foregoing is true and 

correct. Further, I certify that I am qualified and authorized to file this Verified 

Statement. Executed on this i / dav of October. 1997. 

Alan G. Dustin 



CERTIFICATE OF SERVICE 

The undersigned hereby certifies th " the "Venfied Statement of .Alan CJ. Dustin 
In Support of 'Comments and Request For Conditions By Coalition of Northeastern 
Govemors'" is being sened by mailing copies on October 21, 1997 by first class mail, 
postage prepaid, lo the Parties of Record listed on the sen ice list compiled hy the Board 
and included in Decision 21 dated August 19. 1997, as amended by Decision No. 43 
daled Ociober 7 1997, and on Administrativ? Law Judge Jacob Leventhal, Federal 
Energy Regulatory Commission, 888 First Street, N.E., Suite I IF, Washington. DC 
20420. 

Anne D. Stubbs 

Dated: October 21, 1997 
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WIU.1A.M L . S L O V J H 

C. M I C H A E L I . O m . ' S 

DONALD G. AVKHY 

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

K K I V I N .1 . IJOWl) 

H o n i ^ m U . HOSK.NIJEHO 

C I I H l S T O P l l E H A. M I L L S 

^'^.V.NK .1 . P B I i O O L i Z Z l 

.^.VUHEW U. K O L K . S A H 111 

S L O V E R & L O F T U S 
A.'-T<)HNHYS . \ r U\W 

S E V E N T E E N T H STHEET. N . W 

WAbUtMOTO.N, D C. JOO JO 

Oc'obe: 

BY KANC DELIVERY 

The Hcnorable Verncr: .A. Williams 
Secvetiary 
Su.rface Trartsporcacion Board 
Case Control Branch 
ATTN: STB Finance Docket 3 3 3.88 
1925 K Street, N.W. 
Washington, D.C. 2CM-:J^:00I 

Tt' HlKl. 

.ent 
me 

.Re: Finance Do'̂ i'-?t No. 333!58, CSX Corporation 
and CGX Transportation Inc., Ncrfoi:: Southern 
Corporation and Norfolk Scu-:>^rn .-.iil-A£;y Company 
-- Control and Operating Leases .\greeme.nts 
Conrail Inc. and Consolidated Rail Corporation 

r-:-c." r'-"̂ .=try W i l i i a n s : 

Enclosed f o r f i l i n g under seal i n the above - referenced 
prcc--iu;ng, clease f i n d a separately packaged o r i g i n a l and 
twenty-five "(25) copies of t.he HIGHLY CCNFIDENTIAL VERSION cf tiie 
" 'omnents and Request f o r Coniitions of Potomac E l e c t r i c Power 
•'.'ompany' (PEPC-4;. In accordance with the Boa.rd's p r i o r order, 
we have enclosed •. : dperfect 5.1 dit;kette cci^.taining t h i s 
f i l i n g . Also enclosed f o r f i l i n g ;;:lease f i n d an o r i g i n a l and 
tw^ntv f i v e (25) copies of the REDACTED. PUBLIC VERSION cf the 

• ip.d Requests f o r Conditions of Potomac Electn,- Power 
.̂ u.La:. tPEPC-5) . 

ana re 

We have included .an extra copy of each 
••' r̂ Â  -i r̂ ^ bv 11 me - s t amp 1 ;•-• 

ouill messenaer. 

tnese 
.::ese copies 

•-•u v. 3pher^ .A . M^^is 
AI-. .Attorney f.;r Potomac E l e c t r i c 

Power Company 

Enclosures 
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C E K T I F I C A T E OF SERV ICP: 

Cm-Rl.YN KELLY, being sworn, stales that she served the ;.nached Muuon ot the Illinois 
International Port District t(̂  be Jouieii as a I'ariv ol Record (Fort C'hi-1) and the Request tor 
Conditions ol the Illinois International Port District (Port/Chi-2) as tollovvs: 

1. UpiMi the perso.is '.el tonh on the att'chcd SiTvice Li .i bv Federal ' xpiess 
overnight delivc-y by placing same toi delivery with the Federal Express C)t»'ice 
al 111 West WasFingtvni Street. C1ucag(> "iino.s on October 20, 1W7. betbre 5;tX) 
p.m . with delive.-y charges to bt paid by the sender. 

2. Upon all other parties ot record by causing 'he same to be mailed bv Ikon 
Document Services to the parties ( t record, postage prepaid, by I'nited Stales 
Mail, prior to midnight on October 20. 1W7. 

herlvn Kellv 

SUBSCRIBED AND SWORN TO Kl FORK 
ME THIS 20TII DAV OF OCTOBER. 1W7. 

OFFICIAl SEAL' 
ROBERTA D. RILEY 

Notary Pii*̂ i> ..t ,•, of Illinois 
\ \ Commission cxp'ifS Jo r -9. -l^™ < 

1 
•heSscfet.'V 

.V d\(nts\rORT^Sorfok&.Southcni\proof of sen M/X/ 
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MAII INC. INSI Kl (HONS FOR II I INOIS INTFRNAI ION 
PORI DisiRK r S F R M : i i.isr 

A. FEDERAL EXPRESS: 

1. Surface Transportation Board 
OlTice ot the Secretarv 
Ca.se C. ntrol 1 ^iiit 
Attn S I B 1 inance 1 )ocket \ o . .vvvSS 
1925 K Street. N.W. 
Washinuton. DC 2()4:3-0(.;)l 

IS umber of Copies: \ n original and 2,̂  copies. 1 ach nuisi mive certification tha' the 
documents Filed have been properiv served on Uidge I.eventhal. the 
applican'.̂ " represt ntatives as listed below «s .'̂ .4.5 and all I'ORs 
per 10 7 97 serv ice li.' update, but vou don"t need to atUich the 
.service list loi all 25 copies (accot ling to Ann Ouinlaii. .'v;;ii. 
Secretarv ); and 

1 electronic copv ol'cacii document la diskette v5 inch IBM 
compatible tloppies t'ormatled lor W ordPertect 7.0 oi tormalted 
s.) tiial tiiey can be conv erted into \\ ord perl'ect 7.0) or a compact 
di.sc. 

2. \dminislrative l aw .ludge .lacob l ev enthal 
l ederal Fnergy Regulator) Commission 
SSS I irst Street. N.F.. Suite I 11 
Washinglon. DC 2042() 

Sumher of Copies: 1 (One). 

.V Dennis (1. l.vons. Fsq. 
.Arnold tSc Portc-
555 12'" Street. ; i.W. 
Washinuton. I ' C" 20004-1 2(t: 

.\iiniher of Copies: 1 lOno). 

4. Richard A Allen, Fsq. 
/uckcrt. Scoutt c'C: RascnK-rucr. . 1 P. 
Suite 600 
888 Seventccr.th Street. N W 
Washmutoii. DC :0000-,>9;,o 



0 

Number of Copies: 1 (One). 

5. Paul .'\. Cunniuham. l-sq. 
' larkms C unnigliam 
Suite 600 
1300 Nineteenth Street. N.W 
Washington. DC 200.̂ 6̂ 

S umber of Copies: 1 (One*. 

6. CS Secretary ot" I ransportalion 
Otlice of the I rans'.oi tvition Dcpari-r.^nl 
400 7th Street. S. A 
W ashinuton. D.' . 20590 

Number of i opies: 1 (One). 

7. U.S. Attorney General 
I'.S Attoine^ (ieneraPs Office 
10th & Con.s.itution .Avenue. NW 
Washington. D.C. 20530 

Number of Copies: 1 (One) 

B. RFCFI AR MAII : 

.All remaining parties on the serv ice list. Please note, hov ever, that per SIB Decision 62 
FR 39577. 39588. service is not required on •'Members ot'Congress" and •"Ciovernors " unless 
thev are desl5.'naled as "Parties of Record." 

Number of Copies for each: 1 (()ne). 

S JiCiil^ I'OK r SotlokASdillhi'tn M.i lnl:^.•^\ M -
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SURFACE TRANSPOR r AT ION BOARD 

Finance Docket .VV̂ 88 

PORT'CHI-1 

-'97 • 

CSX CORPORA HON AM) CSX T'ANSPORTAI i \ . INC., 
NORVOEK SOI TIIERN CORFORAI ION \ S I ) 
NORFOLK SOI TIIERN RAILWAY COM.'ANV 

CON I ROL AND OPFRATINC; LEASES ACiREEMEN I S-

ILLINOIS INTERNATIONAL PORT D I S I R K i S 
MOTION FOR L E A \ E I O PAR I ICIPA I E AS A PAR I ^ OF RECORD 

ILLINOIS INTERNATIONAL PORT DISTRICT 
THE PORT OF CHIC \ ( ;0 

3600 East 951̂  Streit 
' hicaso. Illinois 60617-5193 

reh plio>:?:(77.3) 646-4400 
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PORT.CHI-1 

BEFORE I HE V 
SLRFACE IRANSPOR IA H O N BOARD / ^ f f f / / \ 

'^-^U -\ 
Finance Docket -3.A3SS _ i-i 

CSX CORPOrJ VriON AND C SX TRANSPOR FA I ION. INC., ^ ' 
NORFOLK SOLTHFRN CORPOR VFION AND 
NORFOLK SOI TIIERN RAILW AV COMPANV 

CONTR(>L AND OPERATINC; LEASES ACIREEMENTS-r-^ > 

ILLINOIS INTERNATIONAL PORT .MSTRICT'S 
MOTION FOR LEAVE TO PARTICIPATE AS A F VRTV OF RECORD 

NOW COMES the ILLINOIS INTERNATIONAL PORT DISTRICT (the I'orl of 

Chicago") by and through ils attorneys. EARL L. NEAL & .ASSOCIATES, and respectfully 

requests leave to participate as a party of record in the proceedings regarding CSX Corporation's. 

C ,>X I ransportalion. Inc.'s. Norfolk Southern Corporation's and Norfolk Southern Railway 

Company's application ("Conrail .Application"). STB finance Dod. • No. 33388. for appioval 

of their acquisif of Conrail Ine. and Consolidated Rail Corporation. 

In supp.-'t of its motion, the Port of Chicago states 

I . Applicable Ruling. Fhe Surtace Transportation Board's ("STB") i)ecision No. 

12 provides lor "(ajny intercted persons," in addition to parties of record, tiling "writicn 

comments, protests, requests tor conditions, and any other opposition evidence and argument, 

and/or responsive (including inconsistent) applicali MIS" with the STB bv (")ctober 21. 1997 (62 

FR 39577. 39588). In reliance on Decision No. 12's periailting tilings by non-parties ot record, 

the Port of Chicago has prepared its Request for Condition.', objecting to the application unless 

certain conditions are imposed. Fhe Request tor Conditions is filed simultaneously herewith. 
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In addition to the tiling procedures contained in Decision Nev !2. the P(>rt of Chicago is 

permitted lo become a parly auloinaticallv. Persons pnniding commeias automaticaily become 

a party of record. 49 C I- .R. §1180.4(d)(iv) provides as follows with respect to becoming a party 

of record; 

"(iv) Party All persons who ll!e timely written comments shall be a party ot 
record if they so indicate in l l ' j i r comments In this event, no petition for leave 
t(, intervene need b j filed." 

Accordingly, party of record status should be conierred upon die Port of Chicago. 

2. Purpose to Serve all parties. Ihe Illinois Port .Authority's request t^i become a 

pany of record is intended to assui^ that all parties receive tilings of its written co:nmenis on the 

NS Application and that its comments will be given the S I'B's lull consiclenilioii It aiso desires 

to receive future filings by joining the service list 

3. The Interests of the Put t of Chicago. I he Port of Chicago is the largest inland 

port in the United States and the 16th largest port in the Cnited Suites It operates facilities at 

Lake Calumet, among others. .At Fake C îlumet, the Port ol Chicago's tenants receive 12.(KH) rail 

cars annually. The changes proposed in the curicni disaggregation application would perpetuate 

t!ic nop-compctitive rail situation (M1 the east side of 1 ake Calumei and vvmild further degrade the 

frequentlv poor rail service expericp ed there 1 he propcised con-l'tions set forth m the 

concurrently tiled Request tor C\)nditions would remcdv the non e mipetitive situation, improve 

rail service .!.id would inn harm the applicants. 

4. N«> Prejudice. No prejudice to the p.irlics would result tn'm allowing lhe Pon ot 

Chicago to become a panv of record Sine the !\in ol Chic.igo is concurrently tiling its Request 

for Condit'ons, and is doing so vv iihin the deadline to- filing comments as prov ided in Decisio.'i 
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' No. 12, the applicants and parties will receive the Request for Conditions in a timely manner. 

The applicants w'nl be in a position to respond to the Statement of Conditions and take discovery, 

if they so iicsire Fhe Poit of Chicago will respond to anv discovery addressed to it 

ccordinglv. the applicants would noi suffer anv harm in pcrmilting lhe i'orl ot Chicago to 

bec»)me a party oi recc .d 

WHEREFORE, Illinois Pon District respecttully requc'̂ ls permission Io intervene in the 

STB Finance Docket No. 33388. 

ILLINOIS INTERNATIONAL POR I DISI RIC T 
3600 Fast 95th Street. Chicago, Illinois 60617-5193 
rt'kphoni:(773) 646-4400 

By:. 
One of its Attornevs 

REPRESENTATIVE FOR SERV ICE: 

EARL L . NEAL & ASSOCIATES 
Earl L . Neal 
Richard F. Friedman 
Torrance L . Diamond 
Kriston Barnos 
111 W est W asliington Strcel 
Suite 1.00 
C hicago. Illinois 60602 
Tolophono:(3I2) 641-7144 

Attornovs for Illinois Intornational Port District 
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PORT C HI-2 

BEFORE THF 
SI RFACE I RANSPOR FA I ION B( v\Rl) 

Finance Docket 33.<8S 

CSX CORPOR VFION AND CSX TRANSPOR I A l ION. I N L ., 
NORFOLK SOI Tlh.kN CORPOR VFION AND 
NORFOLK SOLTHFRN RAILW AY COMPANV 

— C O N T R O L AND OPFRATINC; LEASES A C ; R E E M E N T S - -

H.MNOIS INTERNATIONAL PORT DISTRICT'S 
REC^LEST FOR CONDITIONS 

TO THE APPRON AL OF APPLICATION 

ILLINOIS INTLRNATIC>NAL PORT DLSTRK T 
THE PORT OF C I I K AC;0 

3600 East 95th Street 
Chicago. Illinois 60617-5193 

Tolophone:(773) 646-4400 

REPRESENTATIV E FOR S E R M C E : 

EARL L. NEAL & ASSOCI.ATES 
Earl L . Noal 
Richard F. Friodnian 
l orranco L . Diamond 
Kriston Barnos 
111 West Washington St oot-Suito 1700 
Chicago. Illinois 60602 
Tolopliono:(3l2) 041-7144 

Attoinovs fur Illinois Intornatiuiia' Tort District 
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PORT C HI-2 

BEFORE THE 
SURFACE TRANSPOR FA riON BOARD 

Finance Docket 33388 

CSX CORPORA 1 ION AND C SX TRANSPOR I ATION, INC., 
NORFOLK SOI TIIERN CORPOR VFION ' ND 
NORFOLK SOI TIIERN RAILW \ V C OMPANY 

CON FROL AND OPERA IINC; LEASES/ACJREEMENTS— 

ILLINOIS INTERN VFIONAL POR F DISTRICT'S 
R E Q l EST FOR CONDI I IONS 

TO THE APPROV AL OF APPLICATKJN 

Fhe ILLINOIS IN FFRNATIONAL PORT DIS I RIC T (the Port of Chicago"), a unit 

of local government of tl.c State of IlliiKMs. by EARL L. NEAL A; .ASSOCI.ATES, its attorneys, 

requests that the Surtac; Frunsportation Board ("STB") impose conditions upon the Norfolk 

Southern Railway C împaiiy ("NS"). as staled herein, if lhe S FB approves lhe subject application 

In support liercol. the Port of Chicago states as follows: 

SIM.MARV Ol R E O l ES r 

The pending proposed operating plan of NS would aggravate an already poor competitive 

and service situation with respect to rail service into lhe east side of Calumet Harbor at lhe Port 

of Chicago. In contiasi lo open trackage riuhis over the NS maintained with respec' to customers 

on the west side of Calumet IFii bor. NS niainlains. and refuses to relinquish, exclusiv e trackage 

rights to customers on the east side of Calumet H.u bor Serv ice to the cast udc is through the 

overcapacity Calumet Vard. Shipments arc dclavcd. Capacity is limited and service 

responsiveness is poor. This has resulted in a loss of business to users of Calumet Harbor, has 
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prevented the Harbor from competing effectively with other ports and reduced competition f rom 

maritime and truck shippers who serve customers at the port. 

The proposed operating plan further reduces service by eliminating crews at the Calumet 

Yard anJ projects its eventual cl(;sing 

To remedy this situation, the Port of C ĥicago proposes that the S FB condition its approval 

of the current application upon the opening of service lo the east side of C^ilumel Harbor. I he 

NS should provide trackage rights and access to Harbor customers by local switching carriers: 

'Fhe Chicago South Shore and South Bend Railroad and Chicago Rail Fink, or CSX. 

STATES OF THE PORT OF CHICAGO AS A PARTY 

Concurrently herewith, the Port of Chicago has filed its motion for leave to participate as 

a party of record. It would appear that such a motion is not necessary, or should be allowed as 

a matter ot course, because the regulatic'is provide for auU)malic participation of persons tiling 

written comments. 49 C.F.R. 5;1180.4(d)(iv) provides as follows; 

"(iv) Party. .All persiuis who tile timciv written comments shall be a party of 
record if they so indicate in their comments. In this event, no petition for leave 
to intervene need be tiled." 

Accordingly, the Port of C ĥicago states its request to bee ime a party of record. In all 

events, this Request for Conditions is submitted to the STB pursuant lo Decision No. 12 in this 

proceeding, which provides (62 FR 39577. 39588): 

"Any interested persons may file written comments, protests, requests for 
conditions, ami any other opposition evidence and argument, and or responsive 
(including incon. istent) applications, no later than Ociober 21. 1997." 
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CONDI I IONS REC^LESTED 

Fhe Port of Chi .ago requests that the follow ing operating changes be imposed up<'n the 

NS as a condition to the S FB's approval ol the instant application: I he NS should be required 

to allow operating rights, with associated service to customers. >ner its trackage at the east side 

of Calumet Harbor. Fake Calumet, at the Port o[ Cliicago. Operating rights should be accorded 

to the Chicago South Shore and South Bend Railroad Companv and C hicago Rail Fink 

Alternatively, or in addition to the foregoing, (operating rights should be granted to CSX. which 

has overhead irackagc riuhi between Hedgwich and Calumei V.ird under the proposed Openitini' 

Plan. 

THE P J R F OF CHIC AC;C) 

I he Port of Chicago is the largest port on the Great Fakes and the 16th largest port m the 

Cnited States * The Port (̂ f Chicago is a un.t of Illinois government, created by liie Illinois 

General Assembly pursuant to the Illinois International Port District .Act. 70 IFCS 1810 1. ei seq. 

The Port ot Chicago is governed bv a nine member Board of Directors, appointed In the Mayor 

of Chicago and the Governor of Illinois The boundaries of the Port District are those of the City 

of Chicago. It operates deep water port lacilities al Iroquois l anding and Calumet IFirbor ;'.t Fake 

Calumet, fhe legislative mandate of the Port of Chicagv> is operate, expand and enluiiice ihc port 

facilities w ithin ihc Ciiv of Chicago l ake C.ilumel comprises 1.500 acres of h.ubor facilities. 

Its facilities iiiLludc Foreign Fradc /one No 22 .md tcn.ini owned or (>i">cr.i!cd warehouses, grain 

Fhe tacts stated in this Request [or Conditions are taken from the auachcd \ eritled 
Statements of Anlh(Miy G. lanello, Fxecutive Director (if the Port ot Chicago .md 
Thomas .A C\dlard. Vice-Prcsidenl of the Southern R.:tilro.id Companv ot New 
J -rscy, an independent consultant. 
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elevators, wharfs, factories, and dry and liquid bulk terminals It is an intermodal facility in i f 

broadest sense. Goods and materials are inierchangcd between three modes of transportation: 

maritime, truck and rail. 

RAIL SERMCE IO CALL MET HARBOR 

Calumet Harbor is the term for the port facilities ihai the Port of Cliicago operates at Fake 

Calumet. Because oi the layout of the facility and geographical restramis. the east half of the port 

has distinct and independent rail service from the west half On the west, trackage into the port 

is owned by the NS. Pursuant lo an Interstate Commerce Commission decision m 1959. Illinois 

Central Railroc 1 Conipanx. ct al. ConsiriK tion and Trackage Rights, hike Calumet Harbor. Cook 

Countx. Ill . 307 ICC 493 (October 5. 1959), the Chicago South Shore and South Bend Railroad 

Company, Chicago Rail Fink and Indiana Harbor Belt Railroad (as successors to the parties in 

said proceeding) have operating rights over Ihe NS (as purchaser from '.he bankruptcy of the 

Chicago Rock Island Pacitic Railroad Company) into the port. In contrast, on the east side of the 

port, which is the subject for this Request for Conditions, the .NS has exclusive rights and does 

not offer trackage rights to any other carrier. Fhis Request for Conditions seeks to equali/.e 

access to rail service between the two sections ot the port in order to prinnote cinnpctition and 

improve rail service. 

Exisi INC; SERV ICE OVER T H E NS 

TO THE EAST SIDE OF CALL VIE F HARBOR 

Fhe attached Verified Statement of the Fxecutiv e Director of the Port of Chicago describes 

the state of service provided bv the NS lo the c.isi side of Calumet Harbor NS provides 

classification service through the C âluniet Yard, a short distance from the Port Because of 

congestion, unavailability of crews and lack ol competition from other carriers, rail customers 
.v. clienls l'ORT\Sorfok&S„iill:'rn i ondin-miU Kptl - 4 -



have received consisiently poor seivice from the NS. This includes delayed .eciint of rail cars, 

lack of information concerning when rail cars will be delivered .uui excess demurrage. 

THE I.V1PACT OF POOR SERVICE AND LACK OF COMPETITION 

One of the major effects o! the lack of competition on the east side of the Calumet llarbi^r 

is the loss of business to rail customers and ilv: loss of competition from bulk maritime carriers 

Shippers at Fake Calumei have suffered stagnant business growth and even loss of busmess. 

Customers, including those iteim/cd in the accompanying Verified Statemeni. have sulfeied 

reduced rail car deliveries and consequently reduced levels of business. Persons who otherwise 

would take advantage of .services offe.ed by the shippers at the Fake Calumet and die bulk 

niaritiine shipping ottered there are unable lo use the port because of poor rail service. As a 

consequence of insufficient access to the port and its maritime facilities, shippers are limited to 

shipment by the NS and other rail carriers. I he currc it situation prevents the Port ot C hicago 

from offering services on the east side of the harbor C( mpetitive with those on the west side of 

the harbor and competitive with those ol olher ports throaghoui the country. Fhe Port of Chicago 

is faced with the strange situation in w hich customers on the west side of the Port hav e a choice 

of carriers, while customers on the cast side of the port having identical requirements have access 

1(1 only one rail carrier .At the same time, as pointed out in the \ crified Statement of Fh>>mas 

A. Ctillard. atiached hereto, compelitive ports throughout the country enjoy competitive rail 

service. The Port of Chicago faces unequal competition from such faci'itie;; because of the 

noncompetitive access over the NS. 
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TIIE PROPOSED OPFRATINC; PLAN 
MEANS F L R I HER REDI C TION IN SERVICE 

The Operating I'lan, Volume 3B. pp. 184-5. indicates that the causes ol the current poor 

service will be further increased. Service from the neighboring Calumet Yard will be ieduced bv 

the proposed elimination of ten operaiing positions, seven f icomoiivcs and 65 iiicclKinual 

dep'«nment pcisitions Fhe Operating Plan foresees eventually eliminating the Calumet Yard and 

converting it into an intermodal facility. 1 he tunctions of the Calumei Yard will be transferred 

to the Filkhart Yard, sĉ 'ne 70 miles distant With Ihe personnel reduction and eventual eliinin;it;on 

of the Calumei Yard, and the operating distances to the proposed yard, it is difficult reach any 

ccmclusion except that service to the east side of l ake Calumet will deteriorate further 

THE L E G A L STANDARDS 

Congress and the STB have determined that the criteria for judging an applicatiini of this 

kind is ils impact on. competition and its ability to enhurice iransportalion alternatives to shippers, 

including the preservation of effective intermodal c )inpetiiioii Congress has determined ih.ii one 

of UK , • iteria forjudging an application that involves the control of Class I railroads is whethe: 

it will "have an adverse a'Tect on competition among rail carriers. . . . " 49 U.S.C. i j l 1324(a)(5) 

Fo implement this policy, the federal regulations provide that consolidations are not favored "thai 

substantially reduce the transport alternatives to shippers " 49 C I R vji 180 1(a). 

An important factor in this consideration is how the application will aflcci intermodal 

competitiim: "In some markets the commission's tocus will he on the preservation of effective 

im Tiiiodal compeiilion . . ' 49 c l .R. §1180. l(c)(2)(i). 

Fhe S FB has authority to impose conditions upon approvals of consolidations, "including 

those that might be useful in ameliorating piHential anli c^Mnpetilive ettecls of a i.onsolidaiion " 
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Such conditions must show, as the Port of Chicago intends to show here, that the conditions are 

"designed to en.ibic shippers lo receive adequate serv ice . . . land] would not impose unreasonable 

operating or other problems for the carrier 49 ( F R ijllSO hd) 

PISCl?>?>ION 

The facts .set forth in this motion, and verified by the accompanying witness statenierMs, 

demonstrate that ihe criteria lor imposing conditions are met l he lack of compeiilion on the east 

side of Calumet Harbor has resulted m poor service to cusiomers. which ii. .urn has prcveiiicd 

growth and resulted m loss ot business through the pori l he proposed Oper itinu Plan 

demonstrates that service w ill be further reduced 1 he prop(<sed method for accommodating the 

east side ol Calumei Harbor is through a distant yard without any a....urance lhal the port's needs 

can be met Allowing the application without conditions would doom the east side of the port to 

further deterioration of service, limiting service lo the public, and reducing tf.e ibilitv ot maritime 

carriers to compete. 

I he conditions lhal the Port of Chicago proposes meet the criteria established pursuant lo 

federal regulations. Allowing local switching carriers to provide service, m addition to that now 

provided by the NS, will encourage competition Compelitive carriers will •.ompetc lor customers 

by imprtwing service. S' ippers will hav c a choice of carriers flic options available lo cusiomers 

will be maritime movements, as well as by rail carriage, since access to the pon s facilities would 

be increased. 

The Port of Chicago will be able to puwide a inorc rational service, w ith boih sides of the 

pon offering customers access to rail carriers of their choice. More imponantlv. the Port of 
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Chicago will be able to compete on an equit;.ble basis with other ports which are not limited b 

the anti-competitive access rights. 

Finally, there is no financial or operating detriment to the NS in requiring it to prov ide 

equal access. I his was the conclusion of witness 1 lioiiias .A Collaid. whose \ cr;lied St.iieuieni 

is attached hereto 

CONCLLSION 

For the foregoing reasons, the Port of Chicago requests tiiat the STB impose conditions 

upon lhe approval of the current applicanon to promote coinpelition 1 he Port ol Chicago 

requests that the approval of Ihe application be conditioned upon NS's offering trackage rights and 

access to customers over its lines into the east side of Calumei Harboi lo the Chicago South Shore 

and South Bend Railroad Companv and Cliicago Rail Fink or. alternatively. CSX. 

Respectively submitted, 

ILLINOIS INTERNATIONAL PORT DISTRICT 
-̂ 600 East 95th Street, C hicago, Illinois 60617 5193 

I olephone:(773>/»46-4400 

One of its Attornevs 

REPRESENTAT!\ E FOR SERV ICE: 

EARL L. NEAL & VS.SOCIATES 
Richard I ' . Friedman 
Torrance L. Diamond 
Kriston Barnos 
111 West V'vashington Street-Suite 1700 
Chicago. Illinois 60602 
lelephone:(312) 641-7144 

Attornevs for Illinois International Port District 
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STATE OF ILLINOIS ) 
) ss. 

COLNTY OF C () O K ) 

V ERIFIFI) STA I EMENT OF 
ANTHONY C;. lANELLO ' O SI PPORT 

TIIE REC^LES F FOR CONDI FIONS OF FHE 
ILLINOIS IN FFRNATIONAL PORT DISi RICT 

ANTHONY I.VNFiLLO. being first dulv sworn upon oath, states as follows: 

I am the Fi.xcculive Director of the Illinois International Port District dhc "Port of 

Chicago"), a position I h.ivc occupied sip.ce 1990 1 have been employed with the Port t>fChicago 

administratively since 1984. As such. 1 have knowledge of the matters stated herein. Fhis 

Verified Statement is given in suppvirt of the Port of Chicago's Request for Conditions lo the 

Approval of the Application. 

I . The Port of Chicago The Pon of Chicago is a governmental unit, created by the 

Illinois General Assembly in 1955, I he Port ol Chicago's boundaries are coterminous with those 

of the City of Chicago. Fhe Port of Chicago is governed by a ninemember Board of Directors, 

who.se members are appointed by the Mayor of Chicago and the Governor of Illinois 

Fhe Port oi Chicago operates deep '• ater port fâ . ulies at Iroquois 1 anding on l ake 

Michigan and at Lake Calumet. I he Port of Chicago is lhe largest port IMI the Cjicat Fakes and 

is the 16th largest port in the Cnited Slates, based upon annual tonnage I he Port ol Chicago 

maintains piers and a 1.500-acie harbor facility (Calumet Harbor) at Fake Calumet. Foreign 

Trade Zone No. 22 is situated at I ake Calumet. The Port of Chicago leases areas at Fake 

Calumet to manufacturers, warehouse operators, grain elevators, and dry and liquid bulk 

terminals. Calumet Harbor is a major traiisshipmeiu point w ith immediate access Io the iiiferstalc 

highway system and with current rail service provided by ihe packs owned and operated by ihe 
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at the Calumet Yard and the eventual conversion of the yard in;., an intermodal terminal. 

Classification serv ice wmild then be provided through the yard at 1 Ikhart. Indrina. some 70 miles 

away from Fake Calumet. I enants of ihe Port of Chicago on the east side ot Fake Calumet report 

to me major problems they are having receiving cars through the Calumet Yard. Il is reported 

that the yard is .severely overcrowded. Fhis results in delays of One lo 'Ive days m receiving cars 

thrcHigh the yard, i have been advised by our tenants that frequtntly NS's Calumet Vard 

personnel report ihat thev have received cars, bia that the cars havi not been delivered to the 

•enants for two to five days thereafter. I he lenanis also report to mc hat thev trequeiitly incurr rd 

unnecessary demurrage charges because of NS's slow pick-ups. 

5. Dillerontial Rates and Service to the West and Ea.st Side of Lake Calumet. On 

the west side of Fake Calumet, where competition exists, tenants report to me lew msiaiiccs ol 

poor .service. I receive no reports of rail service un;'vailability fhe lenan'' are able to deal vv ith 

carriers of their choosiiu. For my terminal tenants, their customers are able to make deliveries 

through carriers of tfieir choice. Rail service on the west side has been increasing over the years 

from 3.800 cars annually in 1989 to 8.000 cars annually in 1996. 

Fhe open competition on the west side i^ in contrast to the closed .system on the east. 

Shippers may deal only with the NS with respect to movemenl in and out of the east side of l ake 

Cuumel. NS's rales for movenicnt into the Port area $4(.X).lK)-i- per car. Annual rail movements 

have been decreasing, from 1.000 in 1992 lo 4.000 in 1996 Businesses dependent on rail 

carriage have been stagnant or have sufferw"d losses of customers because of the iiionopolisiic 

service on the east side and their '•>cing required to receive shipineni through the Calumei V ard 

The poor serv ice is a frequent subject of meelings of the I ransportalion Committee of the Calumet 
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Area Industrial Commission, an organization including Calumet Harbor tenants. All tenants of 

the Port of Chicago have reported difficulties to me. which difficuliies are 'v pical of the east side 

tenants. 

One tenaiil on the easi side of Fake C.ilumel is a bulk liquid sior.ige lermmal .uul 

distribution point. It receives fifty percent of its products by rail, all via ihe NS 1 he cunpanv 

has reported to me that its current level of rail service is 3-3,5(K) rail cars auuially, down trom 

almost 5.()()() in past years. It has suffered a revenue Û ss of between five and twcniv percent. 

Fhe company's loss is aliribuiable to lhe companv "s cusi> -ners' reluclance lo use ils tacililies 

becau.sc of the non compeutive situation. Fhe poor service experienced ,n classifying cars m the 

Calumet Yard has coiui butcd to the loss. 

I have received similar reports f rom another of the east side tenants. Fmesco Dockside 

Development C>)rporaiioii. Fhis is an operator of a dry bi'lk storage and steel handling facility. 

Its business operates nû st effectively by transferring materials from water to rail. It reports to 

me that in the period lvv'5-96. it lost a customer intend'ug to ship one million tons of steel slab 

because of the prohibitive rail costs In the current year, it reports that it lost another customer 

wishi.ng to ship 750.000 tons annually. Fhis loss is also attributed to t!:.- e.xpcusive amj ineffective 

rail service. 

6. Impact of Non-Compei'tivo Rales and Poor .Service. 1 he linutation on rail 

serv ice h.is a direct impact op ihe Port of Chicago I esiimatc thai competitive rail serv ice with 

improved yard conditions would generate approximatelv 4.t)00 additional rail movements on the 

east side of Fake Calumet. This would result in direct revenue to the Port of Chicaizo. If 
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Norfolk Souihern (the "NS"). In close proximity are the tracks of other railroads: Conrail. Cnion 

Pacific. Indiana Harbor Belt, Cirand I rii'̂ .k Western, and Illinois Central Gulf . Goods move 

among maritime carriers, rail and truck Shipf rs who wish to ship overseas may transfer g(wds 

directly to ships at Calumet Harbor or mav shi|i bv rail to a coastal pon Similarlv. Cjieai Fakes 

and Mississippi Valley destinations are served fnnn Fake Calumet Hv rail, ship and truck. 

Calumet Harbor is in the Chicago I erminal District and is provided switching services by 

the Chicago South Shore and South Bend Railroad (the "CSSSB"). Chicago Rail Fink ("C RL") 

and Indiana Harbor Bell (the "IIIB"). 

Principal tenants al Fake Calumet include Reserve Iron and Steel; Medu.sa Cement. 

CA)nlinental Llcvalors Corporation. Stolthaven Chicago lermmals. ( eres 1 erminal. Fmcsco 

Corporation. Pinkert Steel. Clean Harbors. W.iste Management. Spraylat. Welded Tube and 

lootsie Roll. 

3. C^iluniet Harbor's East and West Facilities. With respect to rail service. 

Calumet Harbor is divided inU) east and west portions, l ach portion has separate ra.il serv ices, 

although the ir.icks on both the eas; and west poriions are owned and operated In the NS On 

the west, other rail carriers, including the Chicago Terminal switching lines, have access to 

customers. On the east. > le Port of Chicago has attempted to negotiate a similar agreement with 

the NS. However, the NS mai.itains exclusive service and doc. not permit access over its 

trackage to other carriers. 

4. Fhe «.'aluinot Yard. NS's moveineiil o' rail cars iiiio ilie e.isi side ot Fake 

Calumet is through the Calumet Y.ird It is mv understanding thai the di .aggregation proposal 

now pending before tiie Surface I ransportaiu;n Board proposes the gradual reduction in service 
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customers do not lecei '̂e adequate rail service to get their goods dockside. ihev will avoid 

maritime shippi.'.g. 

Competitive service on the east side of Lake Calumet would eliminate artificial barriers 

to exp.insioii of the Port of Chicago's tenants there, increased rail serv ice would also have a 

bencTii:ial environmental effect, reducing the need for truck movements on cily streets and over-

the-ioad. 

In addition, many customers of our tenants have a varietv of choices to transshipment 

points. Reducing the liiiiitations on rail access would allow ihe Port of Chicago to compete more 

effectively with east coast and other Great Fakes ports th " do not have the same artificial rail 

constraints. Removal of barriers to competition would put the east side of Fake Calumet on an 

equal competitive basis It would also encourage intermodal competition from maritime carriers. 

7. Adverse Impact on Intemiodal Competition. 1 he east side of Fake Calumet is 

a major intermodal site. Tenants and u:-;ers of the Port of Chicago facilities interchange materials 

among marine h-.lk carriers, highway carriers and rail carriers, l he impact of the proposed 

operating plan of NS will stifie intermodal interchanges, fhe reduction of the .ilieadv Imnied 

yard services appears likely to reduce the availability of rail cars into the east side of Fake 

Calumet. If rail cars aie not available and if rail service is not provided iii a timely and 

convenient A'ay, marine-interchanges w ill be reduced. I he remedy lor this situation is to open 

rail service to additional carriers The fostering of competition by making rail serv ices available 

from Olher carriers, will promote the interchange of materials be' ..een rail carriers .md other 

transportation modes, particularly marine carriers on the east side of 1 ake Calumet 
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8. Proposed Service Changes. The Port of Chicago seeks nothing more f rom NS 

for the ea.st side of Fake Calumet than it has on tlie west side. It also .seeks to have its tail access 

on an equitable basis with other ports. I'b.e Port of Chicago proposes that NS be directed to 

provide it with competitive rail services by alFnvmg rights to local switching carriers to enter the 

east side of Lake Calumet to serve customers there. Fhis would remedy non-competitive rates 

and encourage competition that would lead to more consistent and better rail services to the tenant 

and would foster intermodal competition. 

Verification Appears on the Following Page 
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VERIFIC ATION 

I . .AN 11 ION Y G. I ANFiFI (). under penalties as provided by state law. st ite that the facts set 
out 111 lhe foregoing Verified Sialemer.l are true, except as to those facts that are staled upon 
information and belief, which statements 1 am informed and believe lo be true 

ANTHONY G. lANl I>0 

SUBSC RlBl 1) AND SWORN lO Bl 1 ORIi 
Ml 1 lll$//-.vy<l)AY Ol (K fOBI R. 1997. 

NO IARY PF BLIC 

OFFICIAL SEAL 
ROBERTA D. RILEY 

Notary Public. State of Illinois 
V, Ccnm ssion E»D"eS July 29, 2000 
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VERIFIED STATEMENT OF THOMAS A. COLLARD 

My name is I homas A. Collard I am \ ice President of the Souihern Railroad Company 

of New Jersey (SRNJ) and have (wer 30 years of railroad transportation experience w iih the 

Pennsylvania Railroad. Penn Central, Central Railroad of New Jersey. Conrail and the SRNJ 

While at Conrail. I held the position of Director. Service Planning and Performance and worked 

on various service planning projects involving Conrail service in ihe Chicago Ferminal 

I am associated with CiR.A. Inc, I am faini'iar with the Illinois International Port District 

(the "Port of Chicago") I am familiar with the Chicago lernunal District and have observed the 

a'ca on many occasions. I have inspected the site, although not in connection with this particular 

assignment. 

I ha' .' become familiar with the configuration of the railroad lines serving the Port of 

Chicago, based on upon mv experience, site inspections, studv ol railroad terminal maps, and 

interviews with personnel of CJR.A. Inc who have recentlv inspected the site in connection with 

this assignment. Furthermore. I am familiar with the proposed future operation of the Chicago 

1 ernnnal Area, particularl}- as it rel ites to the Port of Chicago, through the studv of Railroad 

Control Applicaticms. Volumes 1. 3.A. and 3B. .is well as a review of the applicatrin as a whole 

I have i\\so considered the facts stated in the accompanying Verified Statement of the Fxecutive 

Director id the Pon of Chicago. .Anthony Ci lanello. 

Based upon mv experience, analysis and rev iew lor this assignment. 1 am of the following 

opinions: 

Fhe Pon of C"hicai:o is the largest port on the (ireai l .ikes and among the largest 20 ports 

in the I'niled Slates Fhe Fake Calumet Pon Facility is the largest faciliiv at the Port of Chicago, 

S i lients l'ORT\S'orfok&Soullu rit collard-stmt i 



The facility is owned and operated by the Illinois International Port District, an Illinois 

g(ncnimental entity. The l-iike Calumet facility has deep water pons, piers, wharfs, warehouses, 

grain elevators and dry and liquid bulk terminal facilities. 

Although some areas in the Port of Chicago Calumet River and Fake Calumet tacililies 

have competitive rail access via Chicago Rail Fink and the Chicago. South Shore South Bend, 

those facilities on the cast side of Fal e Calumei are served exclusively by Norfolk Southein. 

Service to ihese facilities is provided by crews assigned to Calumei Yard, the principal N'̂ r '̂olk 

Southern classification and industrial switching yard in the Chicago Ferminal. Fhe propo.sed 

operation after Conrail disaggregation contemplates eliminating most classification and train 

functions performed al Calumei V ard and transferring them to Flkhart. Indiana, over 80 miles lo 

the ea.st.' Further, the proposed operating plan contemplates ciniversion of Calumet Yard lo a.i 

intermodal facility iii the lutuie with "residual" support tunctions transferred to 97"' Street Yard 

or to Colehour Yard." Service to those port facilities now served by NS exclusively appear io be 

among these "residual " tunctions. I his combinatioi. of transferring the primary service function 

to Flkhart .uul "residual" service to various local vards in Chicago will result in service 

degradatiiin at th-se captive facilities. I hese NS captive facilities will be at a compelitive 

disadvantage vs. facilities in the jointly served area on the opposite side of Fake Calumet and aill 

have reduced service levels. Customers ol .\S on the east side of Fake Calumet are currentlv 

suffering poor service levels througl the Calumet Yard The operating plan does nothing to 

improve service, based on the \ erified Statement ol .\nthonv G lanello. 

'Railroad Control .Application, ViM "B, ]\^^\v 252. 

-Op. cit., Page 253. 
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To the extent to which geographic competition exists between the ."on of Chicago and 

other ports, these NS captive facilities will be disadvantaged. CSX : id NS have recognized the 

need for competitive access at ports thnmgh the est.iiilishmenl of Shared Asset Areas (SAA) in 

New Jersey and Detroit. ' Arrangements for the consolidiilcd Ports of Philadelphia and Camden 

make a good comparative illustration. In Philadelphia on the west side of the i.elaware River, 

the port is currently served by Conrail. C;SX and CP Rail lhe New Jersey side, however, is 

.served exclusively by Conrail. Through the establishment of the South Jersey SAA. port facilities 

in Camden and Gloucester, New Jersey will gam competitive access to CSX and NS, as will 

facilities located on the northern portion of the Philadelph a Belt Line in Pennsylvania Even 'he 

tiny Port of .Salem, NJ served by a short line, will have access to both CSX and NS thiough the 

SSA. A direct parallel can be drawn between the east and west side of the Delaware River and 

the situation or. the east and west sides of Last Cal imei. 

CONDITIONS SOI GHT 

In order to address the competitive di.sadvaiitage to the Port caused by single line access 

and potential service degradation, east Fake Calumet port facilities need access by an additional 

carrier. 

One solution would be to grant the Chicago Soinh Shore and South Bend or Chicago Rail 

Link, or other terminal carrier the right ot access to the eastern port facilities via trackage rights. 

The terminal carrier could then deliver to and from all diverging roads in the Chicago Terminal 

with the exception of NS which would retain direct access. 

fb id . , Vol, 1, I'ag,c45 
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An alternative solution would be to grant direct access to CSX which already will have 

inierim trackage rights over NS in the vicinity of the ports. Either solution vxould remedy this 

di.sadvantage and place the captive facilities on an equal footing with facilities with access io two 

carriers like the olher liicililies on Fake Calumei and with other lake and i)ceaii ports. 

'Fhe solutions proposed above would be in the public interest, fhcv would place service 

on the east side ot Fake Calumet on an equal footing with the service now existing on the west. 

Allowing access io the east side vif Fake Calumet by competing local carriers would also place the 

Port of Chicago on an ccjual tooting wuh the eastern ports. I he fostering of competition would 

pcnnil the enh uicemeni of service lo the east side of 1 ake Calumei It would give shippers and 

olher custtmiers a wider choice ol port facilities and would allow shipments at lower cost. 

NO DETRIMENTAL IMPACT ON NS 

Allowing access to the east side of Fake Calunn-i by unrestricted trackage rights to 

switching carriers would have no detrimental impact upon the NS. Hasl Fake Calumei serv ice 

traffic am amts lo a minuscule portion ot the revenvies of the NS. NS would be permuted to 

maintain service to its customers on the easi side of I ake Calumet. 

Service and traf fic flow upon the NS would not be advci ely impacted because the volume 

of traffic, the currcni esidual traffic, does not constitute a sL.ostantial portion of the NS Chicago 

'Fermina! operating plan. 

VERIFICATION ON NEXT PAGE 
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SI .M l OF PKNNSYI V A M A ) 

) 
COUNTY C:)F MONTGOMI RY ) 

VFRII IC AFION 

1, 1 luunas .\. Collard, Vico Prosidont of tho Soiilhorn Railroad Company of New 
Jorsov, undor ponaltios as provided b\ law state and lertifv that I have read the 
torogoing, Atlidav if and thc> conloiifs thereof are true and correct to fhe best of m\ 
knovN leilg,e .iiul belief. 

SUBSC RIBI I) AND SWORN FC) Bl FORI 
Ml Fi l l s IS'" DAY OF CX FOBFR, 1997. 

NO I ARY rUBI IC 

K;\I.>.II 

NOTARIAL SEAL 
CYNTHIA t JONES. Notary Public 

JontoftoAn Boro . Montgomery County 
'Mi>'Q(!)mHtl!iiton Lxpires June 24. 2001 
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SCHIFF H.^RDIN & WAI TE 
A Partr'Qr»ntp Inc.jdrig f fofesstona. t.oryofaiions 

7200 Sears Tower. Chicago. .Ilinois 30606-6473 
Telephone (312) 876-1000 Facsimile (312) 258-5600 

Sheldon A /i>bcl 
(3l.!)25S-5540 
Lmiiil s/abcl« M.hit1liarJin com 

Chicago 
Washington 
New Vork 
Peona 
Merriiivilie 

October 20. 1W7 

VIA F F D F R A L KXPRKSS 

Mr. Vernon .A. Williams 
Secretarv 
Surtace l iansportatioii Hiiard 
\^25 K Slicet. N.W.. Kooni 700 
Washington. D.C :0423-0001 

Rt: Finanit Docket No. 333«S 
CSX Corporation and C SX Transportation, inc. 
Norfolk S<»uthirn Corpttration and Norfolk 
Soutiitrn Railway C ompany - CdnMol and 
Operating Lca.scs/.\s;recnu'n«« i onrail Inc. 
and Consolidated Kail Corporation 

Finance Docket No. 333S8 (Sub-No. 36) 
I'ranstar, Ine. i.<nd KIgin, .loliet and Fastern 
Railway C ompany - C ontrol - Indiana llarhor 
Belt Railroad Comi any 

Finanee Doeket No. 33388 (Sub-No. 60) 
C onrail Inc. and Consolidati<d Kail Corporation 
Divestiture ofControl — Inuiana llarhor Belt 
Railroad C ompany 

Finance Docket No. 333SS (Sub-No. 68; 
C onrail Inc. ano r Onsolidated Kail Corporation 
Divestiture of (' introl — 'ndian-r> Harbor Brit 
HailroaJ Company 

Dear Secretarv V\ illiains: 

On hchalf of Northern Indiana Public- Service Company, enclosed to tiling in the above 
captioned priKccding arc an original and tvvcntv-fivc copies of the comments c i Noithcrn Indiana Public 
Serv ice C ompanv (NIPS-1). As vou will note, wc have designated this as NIPS-1 and will use the "NIPS"" 
acronvm on future filings ,\ computer diskeUc containing the text of these filings in W on'Perfect 6.1 format 
is afso enclosed 
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Mr. Vernon A. Williams 
October 20, 1997 
Page 2 

As required, copies of NIPS-1 have been served by first class mail, postage prepaid on al 
parties of record listed on t̂ ê Board's service list. 

If you have any questions or this matter, please contact the undersigned. 

Very truly yours. 

Sheldon A. Zab.d 

SAZ/mjt 
Enclosures 
cc: The lloi orable Jacob Fe enthal (w/encl.) 

All Partie.Ton Seivice Fist 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 33388 

CSX CORPORA .ON AND CSX TRANSPORTATION, INC., NORFOLK SOUTHERN 
CORPORATION AND NORFOLK SOUTMER^' RAILWAY COMPANY - CONTROL AND 

OPERATINC; LEASES/ACJREENUMS -- CONRAIL INC. AND CONSOLIDATED RAIL 
CORPORATION 

FINANCE DOCKET NO. 33388 (SUB-NO. 36) 

TRANSTAR, INC . AND ; L C ; I N , J O L I E T AND EASTERN RAILWAV COMPANV 
- CONTROL ~ 

INDIANA HARBOR BELT RAILROAD COMPANY 

FINANCE DOCKET NO. 33388 (SUB-NO. 60) 

CONRAIL AND CONSOLIDATED RAIL CORPORATION DIVESTITURE OF CONTROL 
INDIANA HARBOR BELT RAILROAD COMP> WY 

• •heSscffji 
FINANCE DOCKET NO. 3^388 (SUB-NO. 68) 

oCONRAlL, INC. AND CONSOLIDATED RAIL CORPORATION 
- DIVESTITURE OF OWNERSHIP -

INDIANA HARBOR BELT RAILROAD COMPANY 

COMMENTS OF NORTHERN INDIANA PUBLIC SERVICE COMPANY 

Sheldon A. Zabel 
Schif" Hardin & Waite 
7200 Sears l ower 
Chicago. Illinois 60606 
(312) 258-5540 

Dated: October 20. 1997 



NIPS - I 

H K F O R E THE 

SURF AC E TRANSPORTATION BOARD 

FINANCE DOCKET NO. 33388 

C SX CORPORATION AND ' S \ TRANSPORTATION, INC., NORFCi. K SOUTHERN 
CORPORATION AND NORFOLK SOI TIIERN RAILW AY COMPANV -- CONTROL AND 

OPERATINC; UEASES/ACiREEMENTS ~ CONRAlL INC. AND CONSOLIDATED RAIL 
CORPORATION 

FINANCE DOCKF.r NO. 33388 (SUB-NO. 36) 

TRANSTAR, INC. AND EI oIN, J O L I E T AND EASTERN RAILWAV COMPANV 
CONTROL --

INDIANA HAKROR B E L T RAILROAD COMPANY 

FINANCE DOCKET NO. 33388 (SUB-NO. 60) 

CONRAIL AND CONSOLIDATED RAIL CORPORATION D!VESTITl RE OF CONTROL 
INDIANA HARBOR BELT RAILROAD COMPANV 

FINANCE DOCKET NC). 33388 (SI B-NO. 68) 
CONRAIL, INC. AND CONSOLIDATED RAIL CORi'ORATlON 

- DIVESTITURE OF OW NERSHIP ~ 
INDIANA HARBOR B E L T RAILROAD COMPANV 

COMMENTS OF NORTHERN INDIANA PUBLIC SERVICE COMPANV 

I N T R O D U C T I O N : 

Northem Indiana Public Ser\ ice C\>n̂ pany ("NIPS") submits the following comments 

on the transactions proposed in tho ahovc-rcfercnced proceeding by CSX Corporation ("CSXC" ). 
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CSX Transportation ("CSX F"). Norfolk Southern Corporation ("NSC"). Norfolk Southern Railway 

("NSR"). Conrail Inc. ("CF i ) and Consolidated Rail Corporation ("CRC").' 

NIPS is a regulated electric and natural gas utilitj operating in the nc nhem portion 

of thf" state of Indiana. NIPS ov̂  ns and operates four coal-fired electric generating stations - the 

Bailly Generating Station in Chesterton, Indiana ("Bailly"); the Michigan Cily Generating Station 

in Michigan City. Indiana ("Michigan City"): the Dean IF Mitchell Generating Station .n Gary. 

Indiana ("Mitchell"); and the R.M. Schahfer CJencriting Station in Whw^ttleld. Indiana ("Schahfer"). 

All four .stations obtain their coal supplies virtually exclusively by rail. 

Fhe sole de.stination c;uTiers for the Mitchell Station is the Fdgin. Jolict and Fiastern 

Railway Company ("ILII!") and for the Bailly Station is the Chicago SouthShore and South Bend 

Ra ("CSS"); Michigan City is served by CSS and Conrail. Schaiifcr Station is served 

exclusively by ConroM on what is referred to in the application as the Stic. '̂ r line and which will 

i f the transactiv.iis a:- approved, become an NS line. 

NIPS moves approximately 8.5 n illion totis per year of coal into its four stations. 

All of NIPS long-term coal supplies and the overwhelming majority of the coal it p.irchases. 

originates in the West or in Southe.i' Illinois, l he Schalder Station, with four coal-iired generating 

units aggregating about 1.625 megawatts of net electric generating capacity, represents about 53% 

of NIPS coal-fired capacity. I he Schahfer units utilize bc*h high sulfur coal from Southern Illinois 

and low sulfur coal from the Powder River and Flanna Basms in Wyoming. Schahfer bums 

approximately 5 million tons, or 59% of NIPS total coal purcha.ses each vear. about 3.4 million tons 

' CSCX and CSX I will tie collectively referred to as CSX; NSC and NSR as N^ : '"RI and CRC as 
Conrail. All of them together will be referred to as .Applicants. 



of vvesttni coal and 1.6 million tons of So-thein Illinois coal, fhe Southern Illinois coal currently 

can originate on either the Illinois Central ("IC") or the l 'nion Pacific ("FIP"). interchanging with 

the Slreat'̂ r line without entenng the Chicago area. Fhe Powder River Basin coals can originate on 

either the UP or the Burlington Northem ("BN"). but the Flanna Basin coal can originate only on the 

UP. Fhe majority of all the Wyoming coal currently originates on the UP. Although it might be 

possihh; for this coal not to pass through the Chicago area, currently almo<̂ t all of it does. 

Bailly. Michigan City and Mitchell Stations (collectively referred to as the Lake Stations) 

also burn both western low sulfur coal and Illinois Basin high sulfur coal. lixcept for some spot 

purcha.ses. the contract supplies for the ; .. '-vC Stations, and the rail origins for them are the same as 

for the Schahfer Station. In the aggregate the Fake Stations annually bum about 2.2 million tons of 

vv csterr. ''oal ;md 1.3 million tons of high sul*'ur coal. All of this coal currc'itly moves through and 

must interchange through the Chicago area. 

SFRVK F Ql'ALITV 

NIPS is especially concerned that the approval of the transactions proposed in this 

proceeding, assuming that they are appro\ ed. not result in any further deterioration in the quality 

of serv'ice. I he Surface I ransportalion Board ("S FB") has alread) indicated its concern that service 

may have deteriorated on the UP since ils mt-per wilh the Soulhem Pacific ("S?") by initiating its 

Docket i;x Parle No. 573. Similar concerns have arisen following the n.erger of the BN wilh the 

Sante Fe ("SF "). The transactions proposed here, basically the elimination of Conrail as a separate 

entity and Uie consolidation of ils different pieces wilh the CSX and NS, is subslanlialh the sai.ie 

kind of transaction in its effect as w>..e the F'P-SF and BN-SF mergers, and the adverse results may 

be similir. 



NIPS" particular concern results from both past and current serious service difficulties in 

obtaining ils necesso.y coal deliveries, especially into the Schahfer Station. NIPS needs to have 

about 40 ur.;« tr ius delivered lo Schahfer Station per month but has rarely, if ever, been able lo 

obtain that level or quality of service under its conlracis w ith the carriers. Historically much of the 

problem came from ConraiFs service deficiencies in picking up trains at the junctions on the Slrealor 

line, or in the Chicago area or in picking up empties al the Schahfer Station. The overwhelming 

majority of the coal moves in NIPS owned cars. Conrail has informed NIPS l.hat it should be able 

lo deliver coal from Chicago lo Schahfer in eight hours. Il has also indicated that it should pick up 

empties ai the station vviihin eight hours of being notified lhal ihey are ready for pick up. Conrail 

has rarely, if ever, been able to achieve that level of service and NIPS is deeply con .̂rneJ lhal the 

transactions paiposed here not result in further degradation of its service, in the kind of deterioration 

of service occurring on the FIP-SP and BN-SF. 

NIPS conccm with the potential for serv ice deterioration is not based merely on second hand 

indicators of what has happened as result of those olher transactions but unfo rtunately, is based on 

firsi hand experience. As indicated awve. NIPS moves by contract a significant volume of coal over 

the UP and has. since the UP-SP merger, experienced first hand a drastic decline in the quality of 

service. Right now. as of Octo'per 10. 1W7. NIPS has only a 5 day supply of low sulfur coal at the 

Schahfer Station while NIPS endeavors lo maintain al least a 30-45 day suppiv. CerUiin of the units 

al Schahfer Station, under applicable environmental laws, can only bum low sulfur coal so the 

inability to obtain an adequate supply could force NIPS lo shut down those units. Fhe problem is 

directly attributai ic to the inability or failure of the UP, wilh w hom NIPS contracted lo move 95% 

of its western coal supply, to efficiently and effectively move uiat coal. 1 rains, hot'" loaded and 
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empty, have just been left silling in vanous places between Wyoming and Indiana because of the 

lack of crews or locomotives on the UP. For example, for the months of .lune through September 

NIPS scheduled deliveries of 98 unit triins of westem coal into Schahfer; NIPS has »hc cars lo 

accomplish this; NIPS coal su .̂plicrs have the capability to produce and 'oad lhal quantity ""or NIPS; 

but the UP was a'ole to move onlv 78 trains into ih -,lation. 

NIPS can not definitively slate that the transactions proposed here will resuU in the same 

deterioration of serv ice that NIPS has experic.iced with the UP and that NIPS understands aiso has 

occurred with the BN-SF. Nonetheless, in light of that experience the STB has the duty to 

thoroughlv and adequau-lv investigate now. not after the fact as it apparentlv is doing in the UP-SP 

ease, the impact of the proposed transactions on the quality of service th,: will result, and take all 

necessary steps to assure that the transactions if approv ed, are approved in such a manner as to 

assure that there will be adequate quality of service and to impose or adopt appropriate mechanism 

to allow for the prompt identification and correction of any resulting inadequacy in the quality of 

service. 

INDIANA HARBOR BEI T RAILROAD COMPANY; 

The Indiana Harbor Beit Railroad Company ("IHB") is one of the major le.minal/bell carriers 

in the Chicago sw itching district. Cun-ently Conrail owns 51% of the stock of IHB and after the 

transaction proposed here, it approved, the CSX and NS would control the IHB. As already 

indicated, NIPS ships a major portion of ils coal purchases through the Chicago district. Not only 

does virtuallv all of the western coal destined lor the Schahfer Station pass through Chicago but 

virtually all the coal, western and Illinois Basin, destined for the Fake Stations also passes through 

Chicago. 'l'.nus NIPS is v itallv interested in maintaining and promoting adequate competition within 
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Chicago. Related lo thai, NIPS is also seriously ' oncemed that a dominating position in the Chicago 

district could be used as leverage, outside the Chicago district, to the detriment of shippers (and. for 

that matter, o'her railroads) who must move freight through the Chicago area. 

NIPS understands that if the proposed transactions are approved. CSX and NS will 

effectively control the three major temiinal/belt carriers in the Chicago swilCi.' .g district. Fhat 

monopolistic concentration of power, even if uncombined with anything else, is on its face anti-

comr otilive and should not h: approved by the S I B. It would obviously give the CSX and NS the 

ability lo charge rales for the :iwitchi:ig. belt movements and terminal services in the Chicago district 

Un!t would be almost unconstrained bv competition and. because of the insurmountable evidentiary 

burden of challenging a rale in lhal setting, would be unassailable before the S FB. Beyond ihe issue 

of rates, this control would also give C SX and NS a clear opportunitv to favor their own lines against 

movemenls entering and/or leaving the Cnicago area on competing "ines, thereby pressuring shippers 

to utilize the CSX or NS to the fullesl extent possible to get efficient movement through the highly 

congested Chicago area. 

Of course. CS.X and NS are unlikely to provide rales just for the services wiihin the Chicago 

area, al least lo the extent either is able lo provide a greater portion of any particular movement. 

Considering the control of the Chicago area, in terms ..f hoih rates and efficiency of service, 

together w ith principles set in the S iU s so-called "bottleneck"" decisions and these two carriers, if 

we assume they will act raiionallv. will almost certainly offer lo a shipper only the greatest through 

service with a through or joint rate that is possible for any movemenl. Fhe Chicago portion would 

then be legally unchallengeable and the entire rate would be. for practical and evidentiary reasons, 

equally unassailable. CSX and NS would be able, through this mechanism, lo utilize the control 
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they would acquire within the Chicago district for anti-competitive purposes outside lhal district, 

where there otherwise would be competition.. 

Obviously this concern is not unique to NIPS. .At least three other participants in this 

proceeding have expressed their concems with the anti-competitive effects of the proposal and 

indicated that they will be filing Responsive Applications proposing altemalive handling for the 51 % 

interest in 11 IB that Conrail cuirenlly holds. I ranstar. Inc. ("Transtar"") and the F-JF in Sub-No. 36 

(see F:JF:-3) indicated that the> would file ••i Responsive .Application proposing the divestiture cf 

ConraiFs 51% interest in I! IB to I ranslar. liJI: or another of their corporate affiliates. 

1 he Wisconsin C er.'ral Ftd. ("WCF" ) in Sub-No. 60 (see WC-2) slated that it would file a 

Responsive Application on this matter. Impressing similar concems with the anti-competitive effect 

of the proposal lor CSX and NS to acquire control of the IHB. WCF indicated that its Responsive 

Application would propose the divestiture of ConraiFs 51% interest in IHB lo a carrier or 

consortium of non-eastern carriers that could include the WCL. 

Finally, the Illinois Central Railroad Company ("IC"") in Sub-No. 68 (se • lC-2) indicated lhal 

il would file a Responsive Application proposing an altemalive handling of the 51% interest in IHB. 

IC slated lhal il believes all or a portion of the stock should be divested and that a neutral carrier or 

group of carriers shouid acquire the stock and be responsible for non-di; rir'Mnatorv' dispatching of 

rail traffic over the IHB. 

As none of these Responsive Applications has yet been filed (thev' are due the same date as 

these Comments). NIPS obviously has not vet had an opportunity lo review the specific details of 

anv of diem to delemiine if any or all of them are acceptable or which might be preferable. 

Nonetheless. NIPS believes, on the limited information currently available, that any of these 

8 



proposals for the disposition of ConraiFs 51% interest in IHB would be preferable lo the Applicants' 

propo.sal. NIPS intends to review those proposals when they are received and comment on them in 

its next filing. 

If the SFB should reject all of the altematives that are proposed and approve the acquisition 

of control of IHB by CSX and NS, lhal approval then must be subject to appropriate conditions to 

avoid or minimize the anti-competitive effects of that acquisition. Those conditions should include 

provisions to insure non-discriminatory dispatching of rail traf fic over IHB. Fhe conditions should 

also include a preclusion on the CSX and NS from quoting or utilizing joint or through rates that 

include .service on the IHB or the other ClMcago district carriers controlled by the CSX and/or the 

NS. At the least this would allow a shipper to know what he is paying for the Chicago area service 

and compare it to what limited competition might be lef' although NIPS recognizes that challenging 

such a rate before the S I B is. for all practical purposes, impossible. 

lor the reast ns set forth above, first NIPS urges the STB to thoroughly and carefully 

investigate the sen ice implications of the proposed transactions and assure itself, the users of these 

rail serv ices and lhe public generally, now, not after liie transactions are completed, that approval 

of the proposals will not r esult in a deterioration of the quality of service and. if need be. impose 

appropriate restrictions and mechanism to insure that resull. Second, NIPS believes that the STB 

should reject the portion of the proposal that would give the CSX and NS control of the IHB and 

should approve an altemale proposal. 1 iowever, should the S FB approve the Applicants" propo.sal 

with respect to the IHB. then it shouid at the least condition its approval so as to assure non-

di scriminatorv di.spatch ol lail traffic ovcr the IHB and to prevent the market dominance that CSX 

9 



and NS would have in the Chicago distnct fiom being used to undemiine competition both in and 

outside the district. 

Respectfully submitted. 

nil.VI50O85.l 10.20.97 09 17 

Sheldon A. Zabel 
Schiff Ilatdin & Waite 
7200 Sears 1 owcr 
Chicago. Illinois 60606 
(312)258-5540 
Counsel for Northem Indiana 
Public Service Company 
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r m riFiCATE O F S E R V I C E 

1. Sheldon A. Zabel, certify that on October 20. 1997.1 have caused to be served a true and 

correct cop> of the foregoing NIPS-1. Comments of Northem Indiana Public Service Company, on all parties 

listed on the Surface I ransportation Board"s service IFsl in Finance [docket No. 33388. by first-class mail, 

postage prepaid. 
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CLF Conservation Law Foundation 

October 20. 1997 

Mr. Vemon Williams 
Office of the Secretary 
Surface I ransporti'.tion l3oard 
1925 K Sticjt. N.W .. Room 700 
Washington. DC 20423 

Re SIB Finance Docket No. 33388 (Conrail Merger) 

Dear Mr. Williams: 

'lANAGEMENT / / / / 

linclosed please find an o-i^mal and twenty-six copies of the comments of the 
Conservation l aw Foundation in the above-referenced matter. 

Kiiully d:'.»; .stamp and return one of the copies to us in the enclosed, postage 
prepaid envelope. 

it you have anv questions, please call mc at 617 350-0990 ext. 132. Thank you. 

Richard B Kennelly, .Ir. 
Staff .\ttomev 

Ci\. ^« ""i the S«cf«t, 

or;: 1̂,7 

Summer Street. Boston. Massachusetts 02110-1016 • (617) 350-0990 • FAX (617) 350-'O30 
!illsor Avenue. Rockland. Maine 04841-3416 • (207) 596-5900 • FAX (207) 596-7706 
. Street. Montpelier, Vermont 0560.: 3010 • (802| 223-5992 • FAX (802) 223-0060 

rRiNTEt)ON\ 
REOCLED PAPER 



CLF Conservation Law Foundation 

October 20. 1997 

BYOVERNICill l COURIFR . JTCnTo 

Mr Vemon Williams 

Office of tlu Secretary *" 
Surtace I ransporlation Board 
V).> K Slivcl. \ W . Room 700 
WaslunyloM. DC 20423 

Re; i i 1 B I IIPUKC Docket No. 33388 (Conrail .Mt rger) 

Dear M*-. V\'illiams: 

I lie Conservation I aw Foundation ("CFI "") appreciates the opportunitv lo submit 
comments on the proposed merger ii.volving the division of C"onrail between Norfolk-
Southern ail'! CS.X Cdip. (lhe "Conrail merger""). 

CFI IS New l.iiglaiuFs oldest environmental organi/atioii, with offices in 
Ma.ssachusetts. Vermont. New Hampshire and Maine. CI F s missic. is to solve the 
eiiv ironmental problems Ihat threaten the people, natural resources, and communities of 
New I jigl.iiul. using law. economics and science lo design and Piplemenl strategies that 
conserve naUiral resourees. proteel public health, and promote v.tal communities in our 
:egion. CI F has long supported rail as an env iroiimentally and economicallv .sensible 
alteriuitiv e lo endless l;ighway expansion anil resulting urban sprawl and air pollution. 

Cl 1 has two gen ..d eommeiUs at this time, in anticipation of more detailed 
eoniments on the draft 1 nv ironmental Impact Statement due lo be released next month. 
It the Surlace 1 ransportation Board ("S FB"") ultimately approves the merger application, 
Cl I lespeetlullv rec]uests ihat the SIB imposes i ' ^ . follow ini: two conditions: 

1. CSX musl cooperate with the Massachusetts Bay 1 ransportation .Authority 
("MB F.X"") and Amtnik m I ' l . ' provision of improved, faster passeP';er rail 
serv ice .iiui increased access between Boston. Massachusetts and Albany, New 
^'ork; and 

2. ( SX nuist make everv effort 'o improve freiulil rail serv ice east of the Hudson 
Riv er -- especi.iilv from New 'N ork City and the ports of New .lersey to New 
Faigland. 

• et, Boston Massachusetts 02110 miR . / P I ^ I '^50-0990 • FAX (617) 350-4030 
H;k!,int1 M,ii"r 04H413416 •(207) 596-5901 • , ^ 

• • Montpelier. Vermoni 05602-3010 • (8021 J23 b,-4y.: • f A. i80J) JJ3-0060 Rf .. 



Conservation L^w Foundation 

Mr \ einon Williams, Secretary 
Surlace 1 ransportation Board 
Octo. er 20, 1997 
page 2 

Passenger serv ice bet̂ '.een Boston and .Mbany is hampered by the low speed 
limits imposed I y Conrai'. Although ihe track is Class i ive and could accommodate 
speeds of 90 miles per hour, Conrail has mandated that no tram exceeds C)0 m.p h. In 
ortler to allracl passengers away from their cars -- where thev can travel on a highway that 
has a speed limit of 05 ni.p.h passenger trams must be able to take adv antage c' the 
full .speed capacity ol the track iiifrastructur:. CSX .sliould make every efTort to facilitate 
such iii'prov ed serv ice. 

Similarly, CS.X sin uld expand its prov ision of freight service between New York 
ami New lingland to ledu e the dependence on highway trucking--currently. interstate 95 
in Connecticut is heav ilv stres.sed by truck traffic, a situation that is inefficient, unsafe 
and iiiiecoiioniic. 

I rains have important economic aiul env ironmental benefits, such as: 

• Efficiency: Passenger trains arc three times as energy-efficient as commercial air and 
six times as efficient as a car w ith one occupant. Freight trains are up to nine times more 
efllcient than tr.icks. Switching only five per cent of CS. highvvav driv ing to electrified 
rail would sav e more than one-sixth the amount of oil imported from the Middle East. 

iir pollution: Compared to h<\;vy trucks, freight trains emit one-third the carbon 
dioxule and nitiouen oxulc and one-tenth the hvdrocarbons and diesel particulates. 

I.and use: I rams can eiKMUiage more compact land-use patterns aiui concentrate 
economic development around town centers, rather than coniributing to urban sprawl, as 
highways invatiahlv d<v. More rail also translates into less traffic congestion and p;vved-
over land; one railroad track can cany as manv people per hour as eight lan«;s of 
highway. 

Rcvitalization: I rains can help rev itali/e old downtown areas that were originallv huilt 
around rail Hv adding a new travel option, rail increases tourism and economic 
development. .\ recent studv iif \ irginia Metrorail concluded that the state had realized 
a SI.2 billion net gain m tax revenues alone from its investment in trams. Other studies 
have shown that resiilei'li.il ptopertv values go up with access to rail 

I PRINTED ON RECTCLED PAPER 



Conservation Law Foundation 

Mr \ ernon Williams, Secretarv' 
Surface 1 ransportation Board 
Cctober 20. !997 
page 3 

For these and otlic- rea.sons. C 1 I urges the SFB to impose ;,.e two conditions 
specified above should the STB approve the merger. 

T lank vou for giving CFI the opportunity to comment on the Conrail merger. 

Very tmly yours. 

9^ <^ 
Richard B. Kennelly, .Ir. ^ 
Staff Attorney 

PRINTED ON RECYCLED PAPER 
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BFFORF THE SURFACE TRANSPORTATION BOARD 

r.l 

Finunce Docket No. 33388 

CSX CORPOR.VnON And CSX TR.\NSPORTATION. INd^ri ^ . 
NORFOLK SOCTHERNC( )RPCR-\TION AND vA f< , 
NORFOLK SOFITHERN RAILWAV COiMP.AxNT A V 

-CONTROL AND OPER.\TING LEASLb / AGREEMENTS --\0^^>>rT-rtrC> 
CONIUIL INC. AND CONSOLIDATED R.\IL CORPOR.\TION --^-<*:'Fo.^ ^ 
TRANSFER OF RAILROAD LINE BY NORF'̂  ^.K SOUTHERN 

RAILWAY COMPANY 10 CSX TRANSPORI ATION. INC. 

C"OMMENTS OF: 

FINA O'F AND CHEMICAL COMPANY 

Fina Od and Chemical respectfully opposes the C"<introl Application. Fina is 

concerned about the potential .service disruptions created by this acquisition and the 

financial commitment maje by the Applicants for this Control. Fina believes that the 

Applicant's propo.sed tran.saction is not in the pub! c interest. Fina recommends the 

adoption of the conditions suggested by the CMA / SPl made in their filing as a 

minimum condition for S FB approval of this .\pplieation. 

I . Statcn.ent of Identitv 

. 111 i 

m 
Fina Oil and Chemical Company engages in crude oil and natural âs exploration 

and production; petroleum products refining, suppiv and transportation, ind 

marketing; and chemicals manufacturing and marketing. Fina relies he;-, ily on the rad 
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transportation industry to deliver its products such as polystyrene, polypropylene, 

polyethylene, asphalt md other chemical products, to a variety of customers located 

across the United States. Canada and Mexici>. Fina s production facilities are located 

predominately along the Texas and Louisiana Gulf Coast. 

I I . Statement of Interest 

Rail transportation accounts for over 80 percent of Fina's chemical deliveries and is 

responsib'e for over 20 percent of the co.» of finished petrcKhemical products. Fina is 

involved in these merger pioceedings to ensure that Fira's interest in transportation 

are slated. Fina expects benefits to be achiev ed in the merger process in terms of 

service levels and costs and '-nsure that these benefits are realized. Fina is concemed 

that the problems experienced by recent mergers may be repeated in this Conrail 

break-up. 

i l l . Oiscu.ssion ol Conctrns: 

A. Payment of th*' Fransaction Depends nn Revenue Cinm th 

Due to the oidding war developed hy the Applicants, the price paui for the 

transaction has far exceeded the expect;>tiuns of ConraiFs market value In order 

to achieve an acceptahie relur'i fer this transaction, the .Applicants are depending 

on traf fic growth, while simuitaneously cutting costs. I ina is concemed that if this 

grinvth is n(n realized to its magnitude, the existing shipping community may be 

asked to bear the co.sts of the acquisition in the fonn of increased rates. 
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B. The service resulting from the integration of large railroads could 

lead to decreased service levels in the short term, as well as the long 

term. 

1. Day One Operations 

Fina believes that the operational aspects defined for tht takeovc 

date need to -̂e fiawless lor a smooth operation. This Control Application 

differs from the previous railroad mergers in that one railroad is being 

divided among two carriers. 

2. Integration of former Conrail Lines 

Fina 'las experienced severe congestion and service dismptions in 

the WestcM railroad mergers. Union Pacific / Southern Pacific and 

Burlington Northern / Santa Fe. Fina is concemed that the ••amo 

disruptions may also occur in this Application. The Application does 

address the situation in great detail, but prior experience indicates that 

detail plans may not be sufficient for success. 

3. Operation of Shared Asset Areas 

One key ingredient in the operating plan is the operatii>ns of the 

Shared Asset Areas. Our experience with switchitig railroads has not been 

favorable at best. Even after long periods of operation, the dual ovvnership 

of lines lead to the increased confusion among the owners and hampered 

service levels. Ihere are instances where the owners can not agree on 

strategic or tactical solutions to problems, lhe Application doe> not 

adequately explain the operation of the Shared Asset Areas, and thus 
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shippers might realize poor service. Fina does acknowledge that the 

Shared Asset Areas sh..jld provide economical benefits to the shipper. 

4. Additional Costs Incurred as a Result of Implem^-ntation 

In periods of combination of operations and organizations, 

problems do occur where additional costs are incurred ' v the shipper. Fina 

expects the additional costs to be borne by the co.npany who caused these 

costs. For example, i f a railroad loses a railcar due to system integration 

problems, that railroad should he responsible for incurring charges which 

occ irred as a result of'lie problem. 

C. Potential of Ciateway Reroutes 

The Application does not adecjuately address the potential shifts to 

alternate gateways •or existing business. The Applicants mention that more 

efTicient gateways will be examined. They did not address any potential economic 

impact to the shippers as a result of the revenue requirements of tne connecting 

carriers. 

IV. Support of CMA /SPI Conditions 

Fina reconmiends the adoption of the conditions indicated bv the ( M/VSPI 

filing. Fina is a member of both the Chemical Manufacturers Association (CMA) and 

the Society of Plastics Industrv (SPI). I he gr,inting of these conditions would help n 

alleviating Fina's concems. 
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V. Ovc.-sight Proctedings: 

Fina beh'̂ ves it. the continued oversight of the merger and strongly encourages the 

Board to implement Oversight Proceedings for this Application. Fina believes that 

the oversight process is essential in this rail merger due to rail transportation's critical 

importance to the company. Fina l^lieves that the oversight process established in the 

Union Pacific case has b«̂ en critical in monitoring the implementation of the merger. 

V I . Conclusion 

For the foregoing reasons, Fina opposes the Control Ap, lication. I f the 

Applicanon continues for approval, Fina ur; js the Board to condition the approval on 

the CMA / SPI conditions set forth in their application. 

Mike Spahis 
Fina Oil and Chemical Company 
Manager of Logistics and Distribution 
8350 North Central Expressway, Suite 1620 
Dallas, FX 75206 
(214) 750-2898 
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CERTIFICATE OF SERVICE 

I hereby certify that copies of the comments of Fina Oil and Chemical Company, in 

accordance with the Board's Decisions in this proceeding, have been served this 20th day 

o:" October, 1997 by next day air to the Surface Transportation Board. Administrative 

Law Judge Jacob Leventhal. Dennis G. Lyons. Richard A. Allen, and Paul A. 

Cunningham, and by first-class mail, postage prepaid on all parties of record in Docket 

No. 33388. 

like Spahre 
Fina Oil and Chemical Company 
Manager of Logistics and Distribution 
8350 North Central Expressway. 
Suite It20 
Dallas. FX 75206 
(2141 750-2898 
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STATE OF C O N N E C T I C U T 
DEPARTMENT OF TRANSPORTATION 

2800 BERl.fN TURNPIKE. P O. BOX 3!754^ 
NEWINGTON, CONNECTICUT 06131-7546 

Office of the 
Ccmmissioner An Equal Opportunity Employer 

October 17, 1997 

Mr. Vernon A. W i l l i a m s 
S e c r e t a r y 
Surface T r a r i p p o r t a t i o n Board 
1925 K Street", N.W. 
Washington, DC 20423 - 0001 

Dea- Mr. W i l l i a m s : 

S u b j e c t : Finance Docket No. 33388 

I n accordanrie w i t h Decision No. 6 dated May 30, 1997 f o r 
Finance Docket No. 33388, enclosed i s an o r i g i n a l and 25 copies o f 
Comments and Request f o r Conditions r e l a t e d t o the Primary 
A p p l i c a t i o n by CSX anĉ  N o r f o l k Southern C o r p o r a t i o n . 

JE-Rf L.' 
Enclosures ,„r«i 

I Very t r u l y yoCjrs, 

/James F. S a i n van 
Commissioner 

1* 
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Bi:ioKi: I HI: ,si KI ACI: TRANSPORI VHON BOARD 

STH I INAN( i: IKK K I T NO. 33388 

( S \ (ORI'ORA I ION AM) C X I RANSPOR l A I ION, INC . 
NORIOI K S O r n i l RN (ORPORM ION AND 
N( RIOl.k S O r n i l RN RAN W A^ COMPANY 

CON ' ROL AND OPI RAI INC; LI ASKS/ACJRI KiMKN I S 
CONRAIL INC . AND CONSOLIDA I LD RAIL CORPORATION 

CONNLCnc I 1 DKPARIMI N I OL I RANSPOR l AI KiN 

C OMMKNIS AND RLQl LSI I O L C ONDI HONS 

Dated: October 17, 1997 

James F. Su l l i v a n 
Commissioner 

Connecticut Department of Transportation 



BEFORE THE SURFACE TRANSPORTATION BOARD 

.STB 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 

COMMENTS AND REQUEST FOR CONDITIONS 
CONNECTICUT DEPARTMENT OF TRANSPORTATION 

I n accordance w i t t i Section l i b - 3 ot tt i e Connecticut 
General S t a t u t e s , the Connecticut Department ot T r a n s p o r t a t i o n 
(COOT) s h a l l be r e s p o n s i b l e f o r a l l aspects ot the p l a n n i n g , 
development, maintenance and improvement of a l l modes of 
t r a n s p o r t a t i o n i n -he s t a t e ot Connecticut. I n p a r t i c u l a r , COOT has 
demonstrated a l o r q s t a n d i n q i n t e r e s t i n and t i n a n c i a l commitment t o 
the p r e s e r v a t i o n and improvement ot r a i ' passenger and t r e i g t . t 
s e r v i c e i n the s t a t e . 

As a p a r t y o t record i n the s u b j e c t proceeding, CDOT has 
reviewed the primary a p p l i c a t i o n t i l e d j o i n t l y by CSX and N o r f o l k 
Southern (NS) and r e s p e c t t u l l y submits the f o l l o w i n g i n accordance 
w i t h tl.e procedural schedule e s t a b l i s h e d i n the Board's d e c i s i o n 
dated May 23, 1997 (De c i s i o n No. 6 ) . 

COMMENTS 

I t i s the e x p e c t a t i o n of CDOT t h a t the STB w i l l o n l y 
approve an a p p l i c a t i o n t h a t i r c o n s i s t e n t w i t h the economic and 
environmental o b j e c t i v e s ot the a f f e c t e d s t a t e s and re g i o n s . 
However, r e s p e c t i n g the o v e r a l l b e n e f i t s t o be d e r i v e d trom the 
t r a n s a c t i o n , approval ot the Primary A p p l i c a t i o n i n an 
u n c o n d i t i o n a l form w i i l place Connecticut, and oth e r New England 
s t a t e s , at a c o m p e t i t i v e disadvantage. 

The contemplated d i v i s i o n of C o n r a i i ' s assets, i n e f f e c t , 
negates the promise ot d i r e c t c o m p e t i t i v e r a i l access t o New 
England t o r two c l a s s 1 c a r r i e r s and the p r o v i s i o n o t co - n p e t i t i v e 
c onnections t o n a t i o n a l markets t o r s h o r t - l i n e and r e g i o n a l 
r a i l r o a d s i n southern New England. Without q u e s t i o n , niarkets 
o u t s i d e ol New England ( i . e . D e t r o i t , P h i l a d e l p h i a , Newark) w i l l 
enjoy the s e r v i c e and t a r i f f b e n e f i t s t h a t r e s u l t from d i r e c t 
c o m p e t i t i o n between CSX and NS, w h i l e markets i n New England w i l l 
c o n t i n u e t o be disadvantaged by the domination ot a s i n g l e Class I 
c a r r i e r . 
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The Hudson River appears t o have become a n a t u r a l border 
between c o m p e t i t i v e and nori-ccmpet i t i v e r a i l s e r v i c e r e g i o n s , since 
the Primary A p p l i c a t i o n c a l l s i n r only CSX t o operate east of the 
Hudson River. I n Con.iect i'^uc, CSX w i l l operate from New York C?ty 
t o New He .'en on th e state-owned s e c t i o n of the Northeast C o r r i d o r 
r e f e r r e d t o as the New Haven Line. The a l t e r n a t i v e r o u t e f o r 
s e r v i c e t o Connecticut, and the r e s t of southern New England, i s a 
c i r c u i t o u s , m u l t i - l i n e r o u t e through Albany, New York and 
S p r i n g f i e l d , Massachusetts. 

U n l i k e the n o r t h e r n t i e r c f the Northeast C o r r i d o r where 
a s i n g l e o p e r a t o r has been designc.ted, a shar ^ assets area has 
been c r e a t e d on th..- southern t i e r t o e q u a l i z e se .ice o p p o r t u n i t i e s 
f o r CSX and NS. Given the p a r a l l e l e n v i : o r m e n t a l and economic 
issues t h a t each geographic r e g i o n faces, i t i s h i g h l y i n e q a i t a b i e 
t o i n t r o d u c e d i r e c t c o m p e t i t i o n t o one r e g i o n and deny i t t o che 
ot h e r . 

F a i l u r e t o modify t o Lhe c u r r e n t o p e r a t i n g plan or impose 
ot c o n d i t i o n s , may f a c i l i t a t e a s i g n i f i c a n t r e g i o n a l imbalance i n 
t a r i f f s as w e l l . I t i s not u n l i k e l y t h a t CSX'S monopoly i n the New 
England markets c o u l d . e s u l t i n a d i s p r o p o r t i o n a t e increase t a r i f f s 
i n the New England t o o f f s e t c o m p e t i t i v e t a r i f f s t h a t CSX w i l l be 
compelled t o o t t e r i n reg i o n s where d i r e c t c o m p e t i t i o n w i t h NS 
ex i s t b . 

Though i t can be argued thoL t h i s c o n d i t i o n c u r r e n t l y 
e x i s t s under C o n r a i i ' s domination ot the New England markets, 
C o n r a i l has not been s u b j e c t t o the d i r e c t compet i t io.-" t h a t CSX 
w i l l lace i n markets t o the south .ind west of New England. 
Theretore, w h i l e C o n r a i i ' s monopoly i n the n o r t h e a s t may have 
r e s u l t e d i n g e n e r a l l y h i g h e r t a r i f f s o v e r a l l , i t has not been 
determined t h a t an i n d i v i d u a l r e g i o n was disadvantaged i n the 
establishment t a r i f f s . In t h i s regard, the u n c o n d i t i o n a l =1̂  p r o v a l 
of the Primary A p p l i c a t i o . i may cr e a t e a wor.^en5d c o n d i t i o n . 

The b e n e f i t s t o be d e r i v e d trom a t r u l y c o m p e t i t i v e 
environment are not simply economic i n nat u r e . P r i o r t o the 
d i v i s i o n ot assets agreement reached by CSX and NS i n A p r i l o i 
1997, NS expressed i t s i n t e n t i o n t o operate on the e n t i r e Northeast 
C o r r i d o r (through Penn S t a t i o n i n New York) using " R o a d r a i l e r " type 
equipment and s i n g l e c o n t a i n e r t r a i l e r on f l a t car t r a i n s . Such 
o p e r a t i o n s are commonly hel d t o be a su c c e s s f u l means of e t t e c t i n g 
t r u c k - t o - r a i l d i v e r s i o n s , which i s an expressed o b j e c t i v e ot CDOT 
and the Primary A p p l i c a t i o n . 

One ot the many b e n e f i t s of the shared assets area on •'he 
southern t i e r ot the Northeast C o r r i d o r , i s t h a t t h i s type of 
equipment w i l l now be operated by NS between Vv/ashington and Newark. 
I t i s CDOT's p o s i t i o n t h a t low p r o f i l e o p e r a t i o n s would not only oe 
f e a s i b l e , but h i g h l y b e n e f i c i a l i n a shared assets area on the 
n o r t h e r n t i e r . The t a c t t h a t CSX has expressed l i m i t e d i n t e r e s t i n 
o p e r a t i n g t h i s type o t equipment, f u r t h e r v a l i d a t e s an exten s i o n of 
the snared assets area t o New Haven, Connecticut. 

-2-



A d m i t t e d l y , an increase i n r a i l f r e i g h t o p e r a t i o n s on t h e 
Northeast C o r r i d o r w i l l r e q u i r e c a r e f u l c o n s i d e r a t i o n of a v a i l a b l e 
operat.ing windows and preferences f o r commuter and i n t e r c i t y r a i l 
o p e r a t i o n s Hovever, since Connecticut i s not i n at t a i n m e n t w i t h 
the U.S. El 's V::tional Ambient A i r Q u a l i t y Standards, even the 
l i m i t e d use of Low p r o f i l e equipment through Penn S t a t i o n t o the 
New Haven Line w i l l support CDOT's o b j e c t i v e of i n c r e a s i n g t r u c k -
t o - r a i i d i v e r s i o . i i n the 1-95 C o r r i d o r . 

CDOT encourages the STB t o view t h e impending 
r e c o n f i g u r a t i o n of C o n r a i i ' s p r o p e r t i e s and r i g h t s as p o t e n t i a l l y 
t h e l a s t o p p o r t u n i t y t o c r e a t e balanced r a i l f r e i g h t c o m p e t i t i o n i n 
New England, e s t a b l i s h equal r a i l s e r v i c e opportun i t ; - ^ s and t a r i f f s 
between New England markets and other markets i n the n o r t h e a s t , and 
reduce the volume of t r u c k s i n the 1-95 C o r r i d o r . 

REQUEST FOR CONDITION.' 

CDOT acknowledges ti.e many b e n e f i t s t h a t w i l l accrue from 
t h e STB's approval of the Primary A p p l i c a t i o n . However, out of an 
abundance of c a u t i o n , i t i s recommended t h a t tne '̂ TB approve the 
Primary A p p l i c a t i o n only w i t h c o n d i t i o n s t o ensure c o m p e t i t i v e 
access t o Connecticut f o r two or more Class I c a r r i e r s ; t o ensure 
c o m p e t i t i v e connections t o n a t i c n a l markets f o r s h o r t - l i n e and 
r e g i o n a l r a i l r o a d s i n New England; t o p r o v i d e i n c e n t i v e s f o r t he 
*- r u c k - t o - r a i 1 d i v e r s i o n of t r a f f i c i n the 1-95 C o r r i d o r , and t o 
ensu''e the a p p l i c a t i o n of unifo r m , c c m p e t i t i .c - ='tes f o r s h i p p e r s 
i n Connecticut and other areas east of the Hudson River. 

i n a d d i t i o n , i t i s requested t h a r the STB r e t a i n 
• i u r i s d i c t i o n i n i_his matter and implement cham-^js as warranted i n 
the fucure o ensure t h a t the co.nmon goal of c o m p e t i t i v e r a i . l 
f r e i g h t access t o a l l r e g i o n s i s r e a l i z e d . 

ENVIRONMENTAL EXEMPTION 

I t i s not possib'e t o determine the number of t r a i n s t h a t 
would be generated by a c o n d i t i o n such as the c r e a t i o n of a shared 
assets area n o r t h of New York C i t y . T r a i n frequency i s , of cours_, 
determined by sh i p p e r s ' demand f o r s e r v i c e . However, given t h e 
p r i o r i t y assigned t o commuter r<: i 1 s e r v i c e and the o p e r a t i n g 
windows a v a i l a b l e f o r t r e i g h t movements, i t i s a n t i c i p a t e d t h a t the 
c o n d i t i o n s and other r e l i e f requested by CDOT do not represen t 
o p e r a t i o n a l changes t h a t would exc'ed any a p p l i c a b l e t h r e s h o l d s . 
With t h i s understanding, I hereby c e r t i f y t h a t under the a p p l i c a b l e 
STB r u l e s referenced i n Decision No. 29 i n Finance Docket No. 
33388, no environmental or h i s t o r i c documentation i s r e q u i r e d . 

Dated a t Newington, Connecticut t h i s 2:̂ -̂̂  day of 
October, 1997. 

R e s p e c t f u l l y submitted. 

James F. Sul^Livan 
Commissioner 



C LR i n I( A I L OL SLRMC L 

I hereby c e r t i f y t n a t a copy of the Connecticut 
Department of T r a n s p o r t a t i o n ' s Comments and Request t o r C o n d i t i o n s 
in"^ STB Finance Docket 33388 was served by f i r s t c l a s s US m a i l , 
postage p r e p a i d , upon a l l P a r t i e s of Record and the f o l l o w i n g 
i n d i v i d u a l s -

Judge Jacob Leventhal 
Federal Energy Regulatory Comirission 
888 F i r s t S t r e e t , N.E. 
S u i t e l i t 
Washington, DC 20426 

Mr. Dennis G. Lyons, Esq. 
Arn o l d and P o r t e r 
555 " ' t h S t r e e t , N.W. 
Washington, P.C. 20004-1202 

M̂ . Richard A. A l l e n , Esq. 
...uckert Scoutt & Rasenberger, L.L.P. 
S u i t e eOO 
888 Seventeenth S t r e e t , N.W. 
WashingLon, DC 20006-3939 

Mr. Paul A. Cunningham, Esq. 
Harkins Cunningham 
S u i t e 600 
1300 Nineteenth S t r e e t , N.W. 
Washington, DC 20036 

Richard G. S l a t t e r y , Esq. 
Na t i o n a l R a i l r o a d Passenger Corp. 
GO Massachusetts Avenue, N.E. 
Washington, D.C. 20002 

James C. .Jishop, J r . Esq. 
N o r f o l k Southern C o r p o r a t i o n 
Three Commercial Place 
N o r f o l k , VA 23510-2191 

John M. Nannes, Esq. 
Scot B. Hutchins, Esq. 
Skadden, Arps, S l a t e , Meagher & Fiom, LLP 
1440 New York Avenue, N.W. 
Washington, D.C. 20005-2111 

Mark G. Aron, Esq. 
Peter J. Schudtz, Esq. 
E l l e n M. Fitzsimmons, Esq. 
CSX C o r p o r a t i o n 
One James Center 
901 East Cary S t r e e t 
Richmond, VA 2 3129 



p. Michael G i f t o a , Esq. 
CSX T r a n s p o r t a t i o n , i n c . 
500 Water S t r e e t 
J d c k s o u v i l l e , FL 3220;> 

Samuel M. Sipe, J r . Esc. 
Steptoe & Johnson LLP 
13 30 Connecticut Avenue, N.W. 
Washington D.C. 20036-17?5 

Timothy O'Toole, Esq. 
Constance L. Abrams, F.sq. 
Consolidated R a i l C o r p o r a t i o n 
Two Commerce Square 
2001 Market S t r e e t 
P h i l a d e l p h i a , PA 19101 

Dated a t Newington, C o n n e c t i c u t , t h i s ."2^ - day of 
October, 1997. 

S t a t e of Connecticut 
Department of Transportc^tion 

/james F. S u l l i v a n 
Commissioner 
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National Mining Association 

H j r o l d P Q u i n n . Jr 
x '^AlL ' Hoi 

October 21. mi 

BY HAND DKLIVKRV 

Office of the Secretary 
Case C\)ni:()l Branch: Attn: .STB No. 33.̂ 88 
Surface Transportation Board 
1925 K Street. N.W. 
Room 715 
Washinuton. D.C. 2()423-(KM)l 

RE: Finance Docket No. 33388. Ĉ SX Corporation ar.'l CSX 
Transportation. Inc.. Norlolk Southern Corporation and 
Norf'^i.k Souihern Railway Company-Control and Operating 
Leases/Agreements • Conrail Inc. and Consolidated Rail 
Corporation Transfer of Railroad Line by Norfolk Southern 
Railway Company to CSX I ransportalion. Inc. 

Dear Sir/Madam: 

Please find enclos-.-;! for filir.g in the abovi'-referenced proceeding, an original. 25 
ci)pies. and a 3.5-inch diskette containing ll>'> National Mining Association's Comments 
and Request for Conditions. 

Respectfully submitted. 

7 Harold P. Quinn. Jr. 

Enclosures 



NMA-2 

BKLORL THK 
SI RLACK I RANSPORTATION BOARD 

) 

CSX C orp. and C SX Transportation. Inc., ) 
Norfolk Southern Corp. and N'/rfolk ) 
Soutlurn R<.il\vay Co.—Control and ) Finance l)(Kket No. 33388 
Operating Leases/Agreements—Conrail ) 
Inc. and Consolidated Uail COrp. ) 

) 

COM.MENTS AND REQl ES I FOR CONDITIONS '̂ '̂ Serra. 
IN RESPONSE TO THE 

CSX AND NS APPLIC ATION lO AC QLIRE, 
CONTROL AND OPERATE ASSE I S C . 

CONRAIL 

The National Minmg Association ("NMA") submits the following comments 

and lequesi tor condition in response lo the application filed by CSX Corporation and 

( .S.\ Transpi'nation. Inc. ("CSX"). Norfolk Souihern C\)rporation and Norfolk 

Southern Railway Co. ("NS"). and Consolidated Rail Corporation ("Conrail") seeking 

the Surfac-e Transportation Board's ( die Board") authori/aiion lor the acquisition by 

CS.X and NS of control of Conrail and the division of assets of Conrail by and 

between CS.X and NS. 



IDI N i riA AM) I M I RI STS OF TIIF. NATIONAI MIMN(; AS.SOCIATION 

NM.\ is ail iiuiiislr\ Inicie associ.Uioii whose iricnibcrs arc engaged in lhe mininu and 

processing of coal and -niiierals: the manufacturing and supplying of mining and minerals 

processing maehinerN. equipment, nialenals and ser\iees; and oilier minerals-related aeti\itics. 

The mining indusiry produces \ilal resources needed to fuel our cconiMiiy and manufacture 

\irluall\ all '•ommodilies sold in domestic ind foreign markets. Coal is used to generate 5() 

peiceni of the eleetrieit\ consumed on an annual hasis in tlie I nited States. Mining 

cmiipanies pnKluced S^) hiliioii worth ol ronluel minerals last year, which in turn were used 

to manufaclure S."̂ '''̂  Inllioii worth of products for use h\ .Americans and for expori to trading 

partners around the worlii I he piiiicipa! purpose ol \ M . \ is io represent those with interests 

in the Nation's mineral resource industries in the impurUinl public policy issues affecting the 

dcxeiopment and use of mineral resources Toward this end. NM.A .seeks to dexelop policies 

th.u will foster the efficieni production, distribution and use ol'mineral products. 

NM.A's mcpihers pioduce approMiiialely two-thirds of the coal produceu lU the I nited 

States and most ol the Nation's iion-metallic mineials and metallic ores. NM.A's members 

rcK (HI the timcK ;!\ailahilil\ ol efllcient laiiroad transportation ser\ ices tor the distribution 

ol their products to domestic consumers, and lo inland and coastal port terminals where their 

products are transloaded into \cssei lieslined li>r domestic or export markets. 1 he actjuisilion 

oft'iMirail b\ CS.X and \S \\\\\ result in a massixe restructuring of the railroads in the eastern 

I nited Stales, and wil! inip.icl long-haul shipments of mineral prnducts. ni.iclimer\ and 

supplies within the easlerii I nited States and b> connections with western railroads lhnnighi>ul 

the Nation. 



Coa! relies on railr(>ad Ir.'- iporlation ser\ 'ces eontinualb throughout the year. In 

|W6. railroads were called upon to originate more lhan 705 million tons of ci>al freight, 

approximately 70 percent of total coal production in the Cnited Stales. !n lerms of both 

originated and terminated coal Iraftlc. the railroi.ds handled almost Sd*) million tons of coal in 

|W6. or approximate!) 40 percent of tota! railroad freight tonnage carried b> Class 1 

raihoads. Railroad coa! transportation demand is a substantial conipt)ncnt of the tolai dciiiand 

for railrtiad Iransportalion ser\iccs. and require^ a rclati\e!> constant le\el ol" transportation 

services monlli-lo-mondi masmiicli as coa! is the low cost fuel o! CIUMCC lor generating .'̂ 6 

percent ol llie Nation's eleclriciu . More lhan SO percent of al! :oal mined in the I S. is 

consumed for domeslic power generation .According!). lliere must he certaait\ in the 

de!i\erv svstem as now pro\ ided h\ (. S.\. NS. and Conrail. Another X̂) million tons of coal 

a e mo\ed aniiua!!\ to pori terminals lor export lo other countries witli much of ti ." coal 

export tonnage handled b\ CS.X. NS. and C onrail in shipments Irom mines to pi.rt., on the 

.Atlantic Coast 

I. rm: vc Q H S I H O N , <ON I UOL AND OPKUAI ION OK ( ONRAII. S ASSETS 
H \ ( S \ AND NS WOl I D IMPOSK A NKVV AND SHiNIFK ANTI.N HKilH R 
DE.\T\NI) ON I IM ( AUUII RS' (OAI I RAFFK OPKK VI IONS. 

In P'i)(i. CSX originated \>7 million tons t̂ l coal and handled more lhan 171 million 

tons (it coal including coa! loiinage originated and or lerniiiiated h> the lail carrier. In the 

same scar. NS originated more than I I .'̂  million tons of coal and handled nearh l.">5 million 

tons of coal. Conrail originated more than 5.̂^ million tons i)f coal and handled nearly 70 

million tons ot coal. In l '^'( ' . CS.X. NS. and Conra ' together originated .̂>2.̂  million tons of 



coal, or 46 nercen" ol all coal freight liMinage which was originated b) the Nation's railroads 

last \ear. 

That le\ el of coal traftic on the three railroads in was l \ pical of the railroad coal 

Iransportation demand durii.g the niid-PJ '̂Os and remains so toda\. Ihere ha\e been limes 

during the iiiid-l')')0's when coal transpor'atioii services in the eastern I nited Stales ha\e 

beer seriousK iiiadequale due to: 

1. in.suftlcienl numhers o!" Iocomoti\es. crew: ..nd or railcars in coal transportation 
ser\ ice to accoiiimodale ilie demand lor timeb coal shipments, especialb lo 
power plants in the eastern and southern I nited Sialc^ 

2. f ailure ti* prov ide eftecti\e communications hetween rail carrier dispatching 
and operations personnel and coal producers, shippers and consumers on train 
arri\a! times resulting in losses in producti\il\ and economic harm. 

Scheduling ot iiiajor and leiigtin track maintenance and rehabilitation work 
without adequate ad\.':ice notice to coal producers sliippcrs and consumers. 

'I !.̂  ;e experiences considere(.l with the forecasted one to ih.ree percent annual grc v lii in 

the demand for eleclricity. ami the quest of CSX and NS to allracl more intermodal trailer-on-

tlatcar and conlainer-on-tlatcar traftic to their system, raises serious ^!leslion^ about tiie abilitv 

of CS.X and NS to absorli the arrent demand for coal and nonccnil Iransportalion servic s 

now provided b\ Conrail imnicdiatel\ upon thv'r acquisition, control and operation ot 

Conr.iirs assets in .lune. Î ^̂ S as set forth in the current schedule established by the Board. 

I I . N%T\ DOES NOT OPPOSE ( SX AND NS A( Ql ISITION. CONTROL AND 
OIM RA I ION OF ( O N K A I I S ASSETS IF (ONDITICNED ON \ Pi,AN OF 
OPERA I IONS DFSK.NFD IO \ \ ER I SFRMf E DISRCP FIONS. 

NMA's concerns with the subject transaction ha\e been iieighlened sub.slanliall\ h\ the 

dcbililaliiig losses ol critical coal Iranspi rtalion ser\ ices m the weslern I nited Stales, l he 



current deterioralion of Iransportalion services in the western rniled Slates occurred after the 

l nion Pacilic Raiiioad absorixxi the Clii<.ago A: Nor.liWeslern I ransportalion Companv and 

the Southern Pacific I ransportalion Co.. including the Denvi.-r c'̂c Rio (irande Western 

R.ailioad (. ompanv and the St. 1 ouis Soulliwe.slern Railvvav I ompanv. which tollowed the 

Burlington Northern Railroad C op-.panv merger with the Santa I e R ilw y Co Whether or 

noi the current service problems m the western railed Slates res.ill from the I P SP merger, 

or some olher conditions 'hat preceded the merger, the c irrent difflcuiiies th.-re clearlv 

di.sclo.se the need io ensure that the transaction undei consideration here lully consider.-, a plan 

ot ()peration^ designeil to avert service di.srupliiiiis once CS.X and NS begin to take (uer train 

movemenls now liaiulled '•> Conrail. 

I oward this end. NMA requests lhal the Board: 

(1) Require lhe applicants to prepare and tile a detailed initial plan 
ol operations focused on actions to avert service disruptions and 
to assure continuation, al not less thaa prevailing serv ice lev els, 
the railroad transportation serv ices provided coal producers, 
consumers and or shippers bv Cvinrail as a condition to be met 
before approv ing lhe pending transaction-

(2) Pun ide for a public comment period of not less than 120 days 
tor the public to respond to the detailed initial plan of 
operations; and 

(">) Consider the comments, order appropCale rev isions to the plan 
of operations, and require the applicanls" adherence to the 
approved plan ol" operations as a condition for the approval of 
the subject iransactittn. 

NM.A's request is fullv coiisislenl with our NatiiMi's rail transportation policv which. 

inii r pnnidcs thai: "In 'cgulaling the railroad industrv. it is the policy ot the I nited 

Slates (lov c. npienl -- lo ensure the a'cw I) pnieiil atul ccnlininttion of a \OU>HI rail 



Iransportalion system with eticciive competition among rail carriers and with other modes, lo 

meet the lueds ol the public .'iid the national delen.̂ e." 4*̂) l .S.C. 10101(4) (emphasis 

supplied). Similarlv. in a pmposed lran;';aclion ot this nature, the Board, il a minimum, musl 

consider "lhe eftecl o i the pmposed transaction on the e.̂ ecjuacv ot transportation to the 

public." 4M I'.S.C. ^ I 1,>24(;'.)( I) 

I he B<>ard"s resp nisibililv and mandate in rev iew ing the pending Iran.saclion requires 

the consideration and imposition ol necessarv ctindilions which will ensure lhal services vvill 

coatinue at a level ot pertorniancc at icast equal 'o the prevailing level tor railroad freight 

now handled bv Conrail i>nce ( S.X and \S take coiitn>l ol (\inrairs assets. ! hi; operaiing 

plans lor CS.X and NS lodged in this proceeding describe steps to be implen i-nted with regard 

to vari; us comnmdily groups. See Railroiut Control Application. I 'ols j . l and 3B These 

steps include actions which mav be benetlcial such as more single-line routes and less circuilv 

tor selected shipments However, because manv coal movemenls a e served bv onlv one rail 

c.irrier. the benefits ol those actions, while appreciable, mav become more apparent than real 

it the market dominanl rail carrier fails o share with the shipper the benefits that mav accrue 

from services that are less citsllv lo the carriers because ioiiit-liiic movements are eliminated 

and or distances traversed .nc less from origin io deslination. 

NM.A's coiicerns about the pendiii': transaction, however, are not based solelv on the 

plighl ol a captive .shipper, /HT \C. since tlio.se concerns exist wheihcr the condition is 

c*>n!ronied al the immediate pomi .u whicli a change in service l"n>ni Conrail lo CSX or NS 

occurs, or at a .ihsequenl time Rather, our concerns arise trom two facets i)f the transition 

problem which must be considered carelullv and addressed in this proceed! m. I irst. lhe 



dev elopmenl and impl;-menlalion of enhanced transportation operations command and control 

tacililies which unitv dispatching ot" CSX trains including those acquired from t o.nrail. and ot 

NS trains including those acquired from Conr il. Second, the preservation of sufficient 

operating personnel lo assure that when the transaction occurs the applicants will provide 

railroad serv ices commensurate with the anticipated demand and eurr-nt performance lev els. 

I he subiect applicalit>n p;ojecls a net lo.̂ s of aboul 2.{):'0 jobs ol" the total employment of 

CSX. NS, and Conrail over the firs', three vears. with m inv ol those reductions occurring in 

the llrsl vear. .Although the reduction ot iail costs through measures designed lo attain higher 

eiriciency and produclivilv are welcome positive etiects. premature ma.ssive reductions of the 

wor! force engaged in train operations could cause severe disruptions in irain service before 

the nevviv expanded CS.X and NS railroad sv stems have been rationalized from a systems 

managenieiii perspective. 

(ON( I TSION 

NM.A strongly supports lhe developmciu and continualion ot" reliable and efficieni 

railto. d freight transportation serv ices. I oward this end. NMA requests thai the BvVird. as a 

condition for appnnal ol'tlie application, require: the .Applicants to submit a detailed initial 

plan of operations designed to ensure the continuation of rail serv ice al po; tormaiice lev els al 

le;isi equal lo lhal currentlv prov ided bv Conrail; public comments in response to the plan; 



revisions to the plan as necessarv in response lo such comment; and adherence lo th - plan by 

the applicants. 

Respectful Iv submitted. 

li;irold P. gumn .Ir. 
Senior Vice President and 

Cieneral Counsel 
Nali(Mia! Mining .Association 

17th Street. N.\ \ ' . 
Washington. D.C. 20036 
(202) 463-2652 

October 21. 1W7 



CERTIFICATE OE SERVICE 

I hereby certify ihat on this 21st day of October, IW7, a copy of National Mining 
A:-.sociation's "(\)nimenl> and Request for C înditions" in STB F-inance Docket No. 33388 
has been served by first class mail, postage prepaid, upon Administrative Law Judge 
Jacob Leventhall. each of the Applicants' representatives and all Parties of Record. 

Harold P. Quinn, Jr 
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HHK-4,Vt-:'.hlV iToli Fnn I 
(«14i ;i44-«t7S FAX 
rrwil.s, n@niail csrlink.Mci 

Richard R. Wilsr)n, P.C. 
.Attorm-y at Law 

.\ Proft'ssional ('i>r|><»ravM>i\ 
112« Ki>jh»h .Avenue-, .Suite «0:j 

.Mtoima. PA l««t)2 

Of (•oun.'<«'l to: 
Wjono & tirav LLC 

2;}10 ':irant Bu.ldiiiu 
Piltsbui Kh. PA ir)2I9 

(4121 471-l,H0(i 
, .4121 471-4-'77 F.AX 

OctolKT 16. 1W6 

Vemon A. Williams. Secretary 
Surface rransporlation Board 
l--»25 K Street, N.W.. Room 715 
Washington. D C. 20423-0001 

Re: CS.X Conioratioii and CSX I ransponalioii. Inc.. NorlbiK Souihern 
C(.)rporalion and Norfolk Soulhem Raibvay Company - Confol and 
Operaiing I.eases .Agreements - Conrail. Inc and Consolidated Rail 
Corjioiatio" i iiiance Docket No. 33388 

Dear Secretarv Williams: 

On behalf of the North Shore Railroad Company, .luniala Valley Railroad 
Company, Nitlan; tt Bald liagle Railroad Company. Lycoming Valley Railroad 
Company. Shamokin Valley Railroaii Ccnipany and Cnion County Industrial Railroad 
' ompany. 1 enclose for filing an original; nd twenty-five copies of the Comments of the 
aforementioned lailroau;-. .Also enclo.sed .s a 3 ' / ' computer disk containing the 
pleailiiigs in Word 7.0 fo riuit. Should you have any questions regarding this submission, 
please contact the undersigned. 

Verv Iriilv vours. 

RK HARD R. WILSON, P.C. 

N 

Richard R Wilson 

RRW kill 
Lnciosurcs 'no Socrnt 

,\c: I he Honorable .lacob I eveiillial 
Richard D. Robey 
.All Parties of Record 



BHFORLTKE 
SURFACl- fRANSPORTATlON BOARD 

STB Finance Docket No. 33388 
CSX Corporation and CSX Transportation, inc. 

Norfolk Southern Corporation and Norfolk Soulhem Railway (•ompan> 
Coiitro and Operatir.g I.eases Agreements • Conrail. i : ; ' \ and 

Consolidated Rail ' orporation 

( oninients of North Shore Railroad ( ompiin> . Juniata \ alli> Railroad ( onipan>, 
Nittany & Bald Ka};le Railroad ( ompan , l yconiiiis \ alley Railroad ( ompany, 

Shamokin \ alley K-iiiroad ( ompakiy and Vnir ( cinty Industrial 
Railroad ( (»nipany 

Richard R. Wilson. Esq. 
1126 lagi^ h Avenue, Suite 403 
AltiHMia. P.A 16602 

Counsel for: 
North Shore Railroad Company 
.luiiiata Valley Railroad Company 
Niuany & Bald Hagie Raihoad Co. 
Lycoming Valley Railroad CompaiiN 
Shamokin \ allev Railrooad Co. 
Cnion County hulustriai 
Railroad Company 

Dated: Ociober 21. 19 )7 



BEFORE THE 
SCRFAC E TRANSPOR l ATION BOARD 

STB l itiance Docket No. 333S8 
CSX Coiporalion and CS.X I ransportalion. Inc. 

Norfolk Souihern Corporation and Norfolk Southern Railvvav Company-
Control and Operating I.ea.ses Agreements - Conrail. hi'- and 

Consolidated Rail Corjwralion 

( ommcnts of North Shore Railroad ( onipan> .luniata \ alley Railroad ( ompany, 
Nittany & Bald Kagle Railroad ( ompany, Lycoming \ alley Railroad Company, 

Shamokin \ alle\ Railroad Company and Cnion County Imtustrial 
Railroad ('ompany 

My name is Richard I). Robey, I am President of North Shore Railr(Kid 

Company, Juniata Valley Railroad Company. Nittany & Bald Eagle Railroad Company, 

Lycoming Valley Railroad C"oinpany. Shamokin Valley Railroad Company and Union 

Countv lr.du.strial Railroad Company. .All iit"these railroads are Class I I ! common carrier 

railroads located iii central Pennsylvania with connections lo Coii.solidaleu Rail 

Corporation on its Harrisburg-Buffalo line between Lock Hav en and Sunbury, PA. (See 

Exhibit 1) 

With the announcement that Norfolk Southern Corporation would be acquiring 

the right lo operate over Conri'il's Harrisburg-Bidfalo main line, we approached Norfolk 



Southern concerning vari us operational ssues that were of major concern to us. I am 

pleased lo advise the Surface I ransportalion Board lhal Norfo'k Soulhem and my 

railroads have agreed to implement the lerms set forth in Nortblk Southern's letter of 

June 10. 1*>*)7 w hich will address most of the concems which our companies had 

regarding the proposed transaction. 

We hav e advised Norfolk Southern that we have accepted their propo.sai ur.lune 

10. I')97 and w e ask thai the Board noic (or the record this agreement between our 

companies. 

in light of this agreement. I request that the Boi d approve the transactions 

pmposed by Norfolk Southern and ( SX. 



OCT-17-97 FRI 02; 16 Pfl NSHR FAX NO, 717 473 8432 P. 02/03 

I. Richard D.Robcy, declare under penalty of pcrjurv. th»t ihc foregoing is tn e 

and correct. Fuither, I certify that I vn qualified and authorized to f.lc these Comments 

on behalf of the Noith Shore RaiIro.Td Company, Juniata Valley Rajirrad Corapany. 

Nittany & Bald Eagle Railroad Company, Ly-coming 'alley Railroad Con̂ Jtnv, 

Shamokin ValJey Railroad Company and Union Cour*- .ndustria.' Railroad Company, of 

which I am Prvsident Executed cr October 16,1997 

Richard D Robey 
President 



JCNIMA VALLEY RAiLROAD 
LYCOMING VALLEY RAILROAD 
NORTH SHORE RAILROAD 
NITTANY & BALD E ' LE RAILROAD 

Main Business Office 
35b Priostlev .Av enue 

.Northumberland, PA 17857 
Phone 717) 47.1-7949 

Fax (717) 473-8432 

SHAMOKIN VALLEY RAi' ROAD 
STOURBRIDGE RAILROAD 

WELLSBORO & CORNING RAILROAD 
UNION COLNTY INDUSTRIAL RAILROAD 

To 

To Buffalo and 
Canada 

Corning 

•a WCOR 

Mktdletiury 
Centp' 

Wellsboro 

Binghamton 

Toga 

Lock 
Haven 

Jersey 
Sho-e 

Avis 

Mi'esbi 

NBER / / Belletonte 

State College/ 

AHenwood 

P l e a s a n t G a p New Colurr- a 

West Millor. 

UCIR 

LVRR 
Newberry 

Willlamsport 
Montoursv.^le 

Muncy 

# Milton 
NSHR 

Conwav Yard Tyrone 

Pittsburgh 

Conrjil 

Lemont 

Burnharrt 

MClOC Park 

'A'.ritieid 

Northumberland 
SunDury 

# . P.iovi 

JVRR 

Lewistown 

To South 

Bea<:h Haven 

Berwick 
Bloomsburg 

Mt C armel 
June ion 

7o New 
England 

Reading 

H.'.gerstown 

The eiglit raiinvids of the \ORTI I ^1 K^RF '̂ ^STFM .ue dt'dic.ito.i to providinj; tho highest st.ind.uds ot efficient rail tr.,nsportation the 
nities ue serve. Lontaet us. Ue would iike to provide iiUHn-.itivo solutions to your shipping needs using mod^'i-. ...ilnnid and interm >dal 

industry and commu-
1 transportation. 



.HIN-PO-97 FRI10:58 AN NSHR FAX NO. 717 473 r432 P. 02/04 

N O B F O L K B.M Schafer 
S O U T H E R N c,,^^^, 

( 7 5 7 ) 6 2 9 - : J 7 7 
NorivlK Sfimftern Gorpo'atton (7S7) 633 I H I FAX 
Straugc Planrirnj 
TTvoo CoTimweal Pl«c# 
Nof lok ViryiDia 23510-2^9' 
757 629.2676 June 10, 1967 

Mr Richard D Robey 
President 
North Shore Railroad Company 
8S8 Priestly Avenue 
Northumberland, PA 1/86/ 

Dear Dick: 

Mr Goode has forwarded your May 23 1997 letter to me far handling This is also an 
appropnate time to document th« understanding tnat was nsached last week among you, Bnan 
Wotring. Howard Startiloff and Roy Bianchard in Burlington Vermont. 

W« offer the following, effective upon NorfolK Sou'.htm Railway Company (NS) gaming 
control of Conrail properties, assuming STB approval NS will 

• Grant the North Shore Railroad, tha Nittany & Bald EagJe Railroad, Ihe Lycoming Valley 
RaiJroad, the ShamoKin Valley Railroad, and the union County Industnal Railroad 
(h«r»afi«r the f-ivc Railroads) overhead tradcaoe nghts over the Hamsburg-Buffaio line 
betvi/««n Lock Haven and Sunbury, PennsylvJi. la "f^e purpose of these trackage 
nghts is to enable the Pive Railroads to connect with each other, and is subject to 
exfc-Ajtion of requisite agreements NS Also, tho operating employees of the Five 
Railroads will be required to qualify for operation over NS lines 

• Grant the Tive Railroads the opton lo interchange traffic, with the Canadian Paclfk: 
(CPRS) at Sunbury Pennsylvania, o iginating or terminating at local points on the 
CPRS or at points located on camcn mat com .ect only with CPRS. 

• Work with the f-ive Railroads and the Weiisboro & Coning Railroad the junlata Valley 
Railroad, arid tne Stourbndge Railroad, to protect traffic currently moving to and tmm 
CSXT points so that these railroads are not inadvertently threatened with the loss of 
this bus!n«»ss by a transload facility or other means Thesn railroads will id-jnttfy such 
moves, arKJ NS w<li work to address «ach one from a marketing and commercial 
standpoint so that what is on rail today stays on rail tomonvw (the He<nz business to 
Kankakee is an example) 

Our gv 01 IS to minimize potentia' harm tc ^ rossnt traftic lanes in which the Five 
Railroads partiapate We want to neip you keep what you hdvw today and to work with you to 

Opê af isQ Subsidia'ies Nortolk Sooff'ern Railway Cornpa'>y' Norm Amen în van Lines, mc 



J'JN-2Ci-y7 FRI 10:b8 AH NSHR FAX NO. 717 473 8432 P. 03/04 

Mr. Richartl D Robey 
June 10,19S7 
Page Two 

grow the business for both of us Connectjog the l-ive Railroads, protecting the Heinz traffic, 
and providing access to CP that does not narm Norfolk Southern are first stups. The rest is up 
to us both. 

Sincerely, 

Bin Schafer 

CC Oavid Goode 
Sam Mason 
Stave Eisenach 
t3nan Wotnng 

casa'd (^veCi^pLii^ Ox peer ££s ts^, oNiNNbid xwiis SN \£.s\ uo, ex Nnr 



(f 14) 944-.'>3()2 
8KH-4,'i4-.'W17 iToll Fred 
(H14) 944-H97K FAX 
iTwiis()n@mail.csrlink.iu't 

Richard R. Wilson, P.C. 
A t t o r n e y at Lav* 

A Pr»>f«'.ssic>nal ( "orpora t inn 
112fi K i g h t h Avenue, Suite 4():{ 

Ai toona . PA l«fi()2 

Of counsel to: 
X'uoiio & (iray LLC 

2.310 (Irant Building 
Pittshureh, PA L")219 

i412i471-1800 
'412> 471-4477 FAX 

October \ (\ I'm ^•^ M ,•, 

Vemon A. Williams, Secretan 
Surface Transportation Boart' -
l')25 IS. .Street, N.W., Room 715 " 
Washington, D.C. 2()423-()0')l 

Rc: CSX Corporation and C SX 1 ransportation. Inc., Norfolk Southern 
Corporation and Norfolk Southern Railway Company - Control and 
Op3rating Leases,'Agreements - Conrail, inc. and Consolidated Rail 
Corporation - Finance Docket No. .'̂ .'̂ 388 

ti 

Dear Secretary Williams: 

On behalf of the North Shore Railroad Company. Juniata Valley Railroad 
Company, Nittany & Bald Lagle Railroad Company, Lycoming Valley Railroad 
Company, Shamokin Valley Railroad Company and Union County Industnal Railroad 
(\impany. I enclose for filing an original and twenty-five copies of the Comments of the 
aforementioned railroads. .Also enclosed is a 3 ' /" computer disk containing the 
pleadings in Word 7.0 format. Should you hav; any qiiestio.is regarding this submission, 
please contact the undersigned. 

Very truly yours, 

RICHARD R. WILSON, P C. 

Richard R. Wilson 

RRW/klh 
Enclosures 

xc: The Honorable .lacob Lex enthal 
Richard D. Robe\ 
\ l l Parties of Record 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

STB 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 

C omments of North Shore Railroad C ompany. Juniata V alley Railroad C ompany, 
Nittany & Bald KuKle Railroad ( ompany, I.ycoming \ alley Railroad Company, 

Shamokin \ allc> Railroad ( ompanv and Union County Industrial 
Railroad ( ompany 

Richard R. Wilson, Esq. 
1126 Eighth Avenue, Suite 403 
Aitoona, PA 16602 

Counsel for: 
North Shore Railroad Companv 
Juniala S'alley Railroad Company 
Nittany & Bald Eagle Railroad Co. 
Lycommg V;'.licy Railrord Cornpzny 
Shamokin Valley Raiirooad Co. 
Union I'ounty Industrial 
Railroad Company 

Dated: October 21, 1997 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

STB Finance Docket No. 33388 
CSX Corporation and CS.X Transportation, Inc. 

Norfolk Southern Corporation and Norfolk Southern Railway ("ompany-
Contro! and Operating Leases .Agreements - Conrail. Inc. and 

Consolidated Rail Corporation 

('oniment.s of North Shore Railroad Company, .luniata N alley Railroad Company, 
Nittany & Bald Kagle Railroad ( ompany. Lycoming \ alley Railroad Company, 

Shamokin \'alley Railroad ( ompany and Union County Industrial 
Railroad Coir pany 

My name is Richard D. Robey. 1 am President of North Shore Railroad 

Company, Juniata Valley Railroad Company. Nittany & Bald Eagle Railroad Company. 

Lycoming Valley Railroad Company, Shamokin Valley Railroad Company and Union 

County Industrial Railroad Company. All of these railroads are Cl.iss III common carrier 

railroads located in central Pennsylvania with connections to Consolidated Rail 

Corporation on its Harrisburg-Butfalo line between Lock Haven and Sunburv. PA. (See 

Exhibit i ) 

With the announcement thai Norfolk Southern Corporation would be acquiring 

the right to operate over Conraii's Hamsburg-Buffaio maiii line, we approached Norfolk 



Southern concerning various operational issues that were of major concern to us. I am 

pleased to advise the Surface Transportation Board that Norfolk Southern and my 

railroads have agreed to implement the terms set forth in Norfolk Southern's letter of 

June 10, 1997 which will address most of the concems which our companies had 

regarding the proposed transaction. 

We have advised Norfolk Southern that we have accepted their proposal of June 

10. 1997 and we ask that the Board note for the record this agreement between our 

companies. 

In light of this agreement, I request that the Board approve the transactions 

proposed by Norfolk Southern and CSX. 



X I 11 d/ hhl Ur̂ ;it; m HoMk KMA NU. H/ 4̂ 3 H432 F, 02/03 
P 5 

I. Richard l).Robc>, drrlarr imdcr penalty of perjury, that the foregoing ie tnie 

»nd correct. Funhsr. I ĉ tifv that I am qualified and authoru^ to file these Comments 

on behalf of the No.th Shore Railroad Company. Junxau V.Hey Railrvad Company. 

Nittany & Bald Eagle Railroad Company. Lywming Valley R l̂road Compeny, 

Shamokin ValJey Railxoad Company and Union County Industrial Railroad Company, of 

which I am President Executed of O tober 16, 1997 

Richard D. Robey ~J 
President 



JUNIATA VALLEY RAILROAD 
LYCOMING VALLEY RAILROAD 
NORTH SHORE RAILROAD 
NITTANY is: BALD EAGLE RAILROAD 

Main Business Office 
33h Priestle\ .Avenue 

.Northumberland, P.A 17857 
Phone (717) 47.V7949 

Fax (717) 473-8432 

SHAMOKIN VALLEY RAILROAD 
STOURBRIDGE RAILROAD 

WELLSBORO & COR.NING R A I L R O . A D 
UNION COUNTY INDUSTRIAL RAILROAD 

To Buffalo and 
Canada 

Coming „ . . Q>., 

Ttoga 

LVRR 

Weiisboro 

• L o c i , J e - s e * 

Haven ^ ^ i s * ^ Newberry 
iJ/Villiamsport 

Montoursvtlle 

Muncy 

Scrantr 

NBER 

Tyrone 

Pittsburgh 

Mill Hal 

Allenwooc 

Milesou'c / Pleasant Gap New Coiumoia 
Wes* Millon 

MiftlinDurc # 

UCIR 

W i n l i p l : 

Nortiiumberland 
SunDarv 

Lewistown 

NSHR B«acti Haven 

'Berwick 
Bloomsbu'g 

Reading 

To New 
Enaiand 

To South Hagerstown 

IS re r^ JS i^^ 'Sn t ?u^?Woum^^^^ ^ ' ! ' J r ^ ^ r " ' ' T ' ' ''^ ^ " " ' " ^ ^ ^ l ! ^ * ^ ^ ^ ^ ^^^"'̂ ^ '̂̂ '̂  transportation to the industn- and comrr.u-nitit. we .se. Contact We v. ould like to provide innovative solutions to vour shipping needs using modem railroad and intermodal transportat.on. 



N O R F O L K Bill Schafer 
S O U T H E R N y , , ^ ^^ , 

(757) 029-2677 
Nofi\>(k Soidh^rn Corpo'anoo I7S7) S33 -MM FAX 
StratfiQic llannirig 
Ttvoo ComfncesJ Phic* 
NortolK, V:(»»«a 23Sia2' 91 
757 629-2676 June n , 19fi7 

Mr Richard D Robey 
Prosidart 
North S lore Railroad Company 
BSa Pri*>fitly Avenue 
NorthumKenand, PA MBb7 

Dear Dick. 

Mr Goode has forwan 1 your Ma: 1^97 letter to me for handting This is also an 
appropnate time to document Uw understanding tnat was neacned last week among you, Bnan 
Wotring. Howard StarKloff and Roy Bianchard in Burlington Vermont 

We offer the following eftectve upon Norlolk Southstn Rjiiway Company (NS) gaining 
control of Ccnrail pnopeities, assuming STB approval NS will 

. Grant the North Shore Railroi.a, the Nittany & R.ild Eagle Railroad the Lycoming Valley 
Railroad, t^e Shan^oKin Valley RaHroad, and ttie Union County Industnal Railroad 
(hereafter the Five Raiim.ids) overfiead trackage nghts v er the Hurrijiburg-BuTfalo line 
between Lock Haven and Sunbury, Pennsylvania The purpose of vnese trackage 
nghts IS to enablG the Fiwe Railroads to connect with each other, and is subjtjct to 
execution ot requisite agreements with NS Also, tho operating employees of the Pive 
Railroads will be roquired to qualify for operston over NS linps 

• Grant the Tive Railroads the option lo interchange traffic, with the Canadian Pacific 
(GPRS) at Sunbury Pennsylvania, originating or tennineting at local points on the 
CPRS or at points located on earners thi t connect only with CPRS. 

• Work with the Five Railroads and the Welisooro i Coming Railroad the Juniata Valley 
Railroad, and the Stnumndge Kailroart. to protect traffic currently moving fo and from 
CSXT points 8o that these railroads are not inadvertently threntfrned with the loss of 
tnis bustnuss by a translosd facility or other means Theee railroads will identify such 
moves, ar>d NS v»/<ll work to address each on© from a marketing and commerDal 
standpoint =0 that what is on rail today stays on rail tomorrow (the Hein? business to 
Kankakee is an example) 

Our goal is to mlnlmizo potential haim to pria<;t,nt traffic lanes in which the Five 
Railroads partiapnte Wn wnnt to ncip you kaep what you have today and to wot̂ ^ with you to 

Ot)O'aî >0 SubsiOis'ie? N&cielk Soutrie'" Hallway C'ompa'>v ' Nn'i" i^r^f CAn van lines i"<; 



vJOl, I. J ' J l I M I U • UO t i l l MOli l I l l i> l l U . I l l '4 I vl U 4 J C t. U.-I/U4 

Mr Richard D. Robey 
June 10, 1997 
Page Two 

grow the business for eom of us Connecting the Five Railroads, protectin ,i the Heinz traffic, 
and providing access to CP Uiat does not harm No.-folk Souihern are first i tups. TTie rest is up 
to us both. 

S'ncerely, 

BiU Schafer 

CC David Goode 
Sam Mason 
Steve Eisenach 
Brian Wotnng 

WJINK? H JMHlS SM M l t r : 9 T , Pit m f 
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October 20. rH)7 Transmilta! Memorandum 

\ i;i 1 \prcss Mail 

OlTicc iifthc Secretary 

(. ase C ontrol I 'nil .Mm: S I B Finance !)o ket No. .\1.̂ 88 
Surlace Tran.sportalion lloard 
10:s k Street N.W. 
Washington IX 2()42.V()()()I 

Dear Sir or Madame; 

Re: S! M Docket No. 3.Vn'8 

1 nckised is an Origir "1 and 2.̂  copies ol tiie t'ommenls ol W eirton Steel Corporation, a 
parlN of record in the abo\e-captioned proceeding. .ALso enclosed is an i.'lectronic copy 
conf"<>rniei,( >̂ ihc lormal specil'ied b\ the Board. 

David W . Donlev 
.\ttonie\ tor W eirlon Steel C\irporalion Sea«r 

•V. I i M n r i m 

D A V I D W D O N L E Y A T T O R N E Y AT LAW 
3 3 6 1 S T A F F O R D _ i - R t C T P i r r s e u R G M . P E N N S V L V A N I A I J - I ' 0 4 \ A \ . 1 ; 3 3 I 6 9 9 6 T E L E P H O N E I 4 I 2 I 3 3 I - 5 7 2 0 F A C S I M I L E 



Transmittal Memorandum 
October 2u, 1997 

via E.xpress Mail 

Of t ice ol" the Secretary 

Case Control Unit Attn: STB I-inance Docket No. 13388 
Surface rran.sportation Board 
')2.S K Street N.W. 

Was!, .igion DC 20423-0()()] 

Dear Sir 01 Madame: 

Re; STB Docket No. 33388 

Fnc.'osed is an Original and 25 copies of the Comments of Weirton Steel Cornoration . 
^ ahove-capiKined proceeding. Also enclosed is oL c l e c ^ p " ' 

conffJrme^ |o the nirmat specified b\ the Boi; ird. 

David W. Donley 

.\ttorne\ for W eirton Steel Corporation 

err: 

^ , D O N L E Y A T T O R N E Y AT LAW 
3 3 6 1 S T A F F O R O STREET P . T T , 3 U R O H . PENNSYLVANIA , 5 ? 0 4 I P- 3 3 I . a O Q « 

14 1 5 , 3 3 1 8 9 9 8 T E L E P H O N E ( 4 I £ ) 3 3 I - 5 7 2 0 F A C S I M I L E 



V.-f 

Before the 
, ^-fiRtu SURPACF TRANSPORTATION BOARD 

Wa.shmgton. DC 

Finance Docket No. 33388 

CSX Corporation and CSX Transportation. Inc . Norfolk Southern 
Corporation and Norfolk Southern Railway Company 

—('onlr >l tind Oreratmy, Leases / Agreements -
Conrad Ine and Consolidated Rail Corporation 

COM.MKNTS OF WEIRTON S ri:KL CORPORATION 

Weirton Steel Corporation (Weirton Steel) is an integrated steel producer with 

a single point of production located in Weirton, WV. Weirton Sieel is vitally affected by the 

matlers pending before the Board and offers these Comments pursuanl to the procedural 

schedule set forth in Board's order of May 30. 1997. Weirton Steel has had the opportunity 

to evaluate in detail the acquisition proposal, its impact upon rail shippers, and has engaged 

in a continuing dialogue with Norfolk Southern, the road intending to control Conra.! 

properties now used to serve our mill. On the basis of these evaluations and cl'scussions, 

Weirton Steel offers its support for the proposal of Norfolk Southern Corporation and CSX 

Corporation to acquire control of Conrail. 

Weirton Steel relics upon rail transportation and is among Conraii's largest 

customers We will receive or ship appro.ximatelv 80,000 carloads on Coruail in 1997. Our 

projected amiual budget tor rail transptirtation is $50 million, the subsiariUal portion of which 

reflects our transportation cvpcnse for iron ore and pellets, briquettes, coke, fluxing stone and 

scrap iron or steel. A modest portion of that expenditure retlects the current outbound 

movement of finished products from our mill, but we are persuaded that Norfolk Southern 

would agg cssively compete for more of our outbound shipments Competition for 

shipments now moving by truck is among the notable benefits likely to result from Federal 

approval of the acquisition plan. 

Our company believes also that Federal approval would permit greater 

flexibilit, in rail operations across the Conrail system and is likely to result in more efficient 



flexibility in rail operations across the Conrail system and is likely to result in more efficient 

rail CranspoTtation. These oppoitunities to improve operations and the resultant efficiencies 

offer the greatest benefit for our company and othsr roanufiaciurcrs competing to sustain and 

grow market share or . global basis. 

For ihcic reasons, Weirton Steel supports the acquisitic 'jlan and urges its 

approval by the Surface Transportation Board. 

Vchfication 

I, Thjjmas W. Evans. Vice President of Materials Management, declare under 

penalty of perjury that the foregoing Comments of Weirton Steel Corporation arc true and 

c< rreci I further certify tha; I am qualified and authorized to file this verified statement. 

Dated: October 20, 1997 ^^^^AmPPi^s^^^ 

Thomas W. Evans 

Lilly submittal, 

David W. Donley / 
.attorney for %Vcirton Steel Ĉorporation 
3361 Stafford CtDPrt 
Pittsburgh PA 15204 

Dated October 20.1997 



Certificate o!" Service 

I certity ihat he foregoing Notice ol Intent lo Participate has been served upon all 

parties of record as speciiled on the Board's .serx ice list, including all rex isions. in STB 

finance Docket No. 33388 hy ;''rst-class mail, postage prepaid. 

Dated: .)ctober20. 1997 David W. Donle. 
.Alton ^y at Law 
3361 ^"-afford Street 
Pittsburgh PA 15204 

PA I.I). No. I*>'J7 
(412)331-8998 lelephone 
(412; ^,1-5720 l acsimilc 
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(814) 941-.''>.1()2 
888-454-:{S 17 iToll Frco) 
(814' y-l l-K978 V.W 
iTwil.son@mnil.('.sriiiik.ni't 

Richard R. Wilson, P.C. 
.^ttornry at Law 

A I'rofossional Corporation 
112« Kighth Avenue. Suite MY.i 

Aitoona, PA I««()2 

\ enioii A. W illiams. Secretarv 
Surface Transpoitation Board 
'925 K Street. N.W.. Room 715 
Washinuton. D.C. 2(t423-(l()()l 

October I (>. 1996 

Of i<>un.sc>l to: 
Vuo.K) & (Jray LLC 

2-iU) (iratit Building; 
Pitl.sburKh. PA l.-)219 

(41 Hi 471-1800 
(4iJ ' 171-4477 FAX 

Re: CSX Corporation and CSX I ransporlati'.n. Inc., Norfolk Southern 
Corjxiration and Norfolk Souther*̂ . Ilailway Company - Control and 
Operating I eases .Agreements - Conrail. Inc. and Consolidated Rail 
Coiporalion - l iiiaiice Docket No. 333SS 

Dear Secretary Williams: 

On behalfof the Ohi Rail Corporation, I enclose for filing an original and twenty-
five copies of Ohi-Rail - 2. Comments and Rcjuest for Condiliors by Obi-Rail 
( iitpi ralion. Also enclosed is a 3 ' 2" computer disk containing me pleadings in Word 
7.(1 !bmial. Should >oii ha\ e any questions regiiiding this submission, please contact the 
undersigned. 

\ erv triiK' vours. 

RRW klh 
Lnciosurcs 

HARD R. WILSON, P.C. 

Richan! R. Wilson 

xc; The lIonorabL- .lacob I e\ enthal 
Olii-Rail Co'.poialion 
All Par'ies of Record 
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BKFORI m l 
SL RI A( K TRANSPOR I A I ION BOARD 

Om-R.\IL -2 

STB FINANCE DOCKET NO. 33388 

CSX CORPORA I ION AND CSX TRANSPOiTT.ATION. INC. 
NORFOLK SOUTHERN CORPORA flON AND NORFOLK SOI' fHERN 

RAILWA>- ( OMPANV - CONTROL AND OPERATING 
LEASES AC.REEMENTS - CONRAIL. INC. AND 

C CONSOLIDATED RAIL CORPORATION 

( ()M>5F.NTS A M ) RRQI EST FOR CONDITIONS 
BN OHI-RAII (ORFORA l ION 

Richard R. Wilson. Esq. 
Counsel for Ohi-Rail Co-poration 
112(1 Eighth .Av enue. Suite 403 
Aitoona. PA 1()(>()2 
(814)944-5302 

Daled; October 21. '997 



4̂ MA,:, 
BFFORF THF \SrB ' 

SliRFA( F TRANSPOR l A I ION BOARD 

STB FINANC E DOCKET NO. 33388 

CSX CORPOR.XTION AND CSX TRANSPORT.ATION. INC. 
NOKIOl K SOI fU l RN CORPORATION AND NORFOLK SOLTHFRN 

RAILWAV COMPANV - CONTROL /.ND OPERATING 
LEASES/AGREEMENTS - CONRAIL. INC. AND 

CONSOl IDATEDRAII CORPORATION 

COMMFN I S AND RFQl FST FOR (ONDITIONS 
] i \ OHI-RAII ( ORFORA I ION 

My name is Tom D. Ba.-neU. I am \ ice President and General Manager of Ohi-

Rail Corporation. We operate a 45 mile short line railroad between Baird. OH where we 

eomiect w ith CocraiFs Cleveland line and Hopedale, OH where we connect w itli the 

Wheeling c'<: l ake Erie Railway Company. 

Our railroad line serv es an area of eastern Ohio which has substantial coal 

reser\ es. We hav e been approached bv sev era! coal producers concerning the mov enien! 

of Ohio coai lo CL I s Eastlake I'laiil on Conraii's former Chicago line. I nfortunalely, 

NS and CSX h.ive agreed io div ide operating responsibilities o;i ConraiFs Chicago line 

east of Clev eland at Collingvvood yard. This means that coai mov emenls which had 

formerly been liandled single line bv Ce.iMail t-.. C"EF-; luistlake Plant will now require a 



joint NS-CSX move fcr any coal traffic origin .ted on N^- operated Conrail lines ot 

connecting short lines. We foresee that CSX may impose significant reciprocal switching 

charges for NS movements of coal traffic between Collingvvood \'ard and the Eastlake 

Plant or will favor CSX single .-re movements of coal fro.ii Monongahe!'. coal fields or 

CSX .sen ed coal sources in eastern Kentucky. This loss of single line serv icc ' 'le 

Eastlake Plant and other sinii' irly situated utilities w ill have an extremelv detrimental 

impact on the dev elopment of (.)hio coal reserv es surL, as those served by Ohi-Rail. 

•Aceo'dingly. Ohi-Raii ( orporation requests that the Surlace fransportation Board 

condition Us approval of thi; merger on CSX granting NS direct access into the CEI 

liastlake Plant in order lo provide eompelilive rail service at that plant and to afford Ohio 

coal producers an opporliinit. to compete for ir iffic to that location. 

In all olher respects we find the proposed traiisa;'lion to be consistent with the 

public interest. If the access rights requested above arc made a condition of this merger, 

we will support Board approval of the transaction proposed by NS and CSX. 
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I. l om D. Bamctl, declare under penalty of perjury, that the foregoing is true and 

correct. Further, I '̂ cn'yfy that I am qualified and authorized to file these comments on 

behalf of Ohi-Rail Corporation of which 1 am Vice President and General Manager. 

Executed on this 16th day of October, 1997 

Tom D Ramett 
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SI RI A< 1 I R.WSPOR! A l lON BOARD '^1 

Finance Doeket No '^^88 

CSX (ORI'ORAIION AND CSX LRAN^ PORTATK'N. INC.. 
NORiOl K SOI I III RN (ORI'ORAI ION AND 
NORIO: K SOl l l I ! RN RAll \ \ A \ ( OMPAN\ 

-(ONTROi W D OPI RAIINd i EASE AGRf.LMFlN I S-
CONl^\ll IN( AND (ONSOIID.X I 1 I) RAIL CORPORAIION 

( OVIMFNTS AND SI PI'ORTINC; FVIDFN( F OF 
TMF C \ \ \ OF INDIANAPOl.iS IN OPPOSITION TO 
THF vPPl.K A l lON Or t S \ (ORPORATION, et a!.. 

'M.KSS ( ( ) M P F T I T I \ F (ONDFI IONS A RF IMPOSFD 

CSX Corporation ('( SXC"). CSX I ransportalion. Ine ("CS.X I") (CSXC and CSXT 

collectively "CS"). \\)rtolk Southerr Corporation ("NSC"). Nortolk Southern Railwav 

Compinv f 'NSR") iNSC and NSR eolleetr.ely "NR"), Conr.iil. Inc. ("CRR") and 

Coiisoliuated Rail Corporation ("CRC") (CRR and CRC eolleclively "CR"). (CS.\. NR and 

CR collectively "Applicani.s") pursuanl to 49 ( S.C 1'.321-25 ;. id 4̂ ) CI R Part 1180. 

have rcquesied the Surtace rraiisp.irt;'tion Board ("Board") to authori/e the acquisition of the 

control and oper.itnni ot CRR by CSX and NSC ("Proposed Transaction"). Ihe .\pplic nis 

have also requested .luihori/alion for certain operating agreements, the construction ot new 

connections, the granting of trackage rights and other related matters in connection with the 

Proposed Lransaclion. It is the .Applicants" position that liie Proposed I'ransaclion will "hold 

enormous public ix'nefits. the greatest of these being increased competition, single-line 



efficiency, and fresh opportunities for improved iransponalior. options and resulting 

economic growth." Application Vol. 1. p. 2. Whatever public benefits the Proposed 

Lransaclion might yield for the rest of the nonheast and the midwest, these benefits will not 

be realizcV for ihe ('ily ot Indianapolis without, at a minimum, the adoption of the condiUons 

outlined below. Rather than increased cmpetiti'^n for Indianapolis, the Proposed 

Transaction will mean a decrease in compet.Mon. Rather than .single-line efficiency for 

IndianaptMis. the Proposed Transaction will mean inefficient and costly trackage and 

switching arrangements. Rather lhan fresii opporti nities for improved transportation opuons 

and resulting economic growth fo*- Fndianapolis. the Prepensed Trarsaction will mean lost 

opptirtunities for imp'oved transportation options and resulting economic harm. It is because 

of the public har.n posed to Indianapolis by the Proposed Transaction that the City is 

su..,m'iting to the Board these Comments and Supporting Evidence in opposition to the 

Application. Tl̂ e conditions outlined herein are operationally feasible and will serve to 

lessen tlic public harm that would otherwise be ca"sed to the economic future of Indiana[X)lis 

by the Proposed Traniuction. 

Summary of Proposed Transaction .\s U 
Pertains to Indianapolis 

The Applicants identify Indianapolis as one of ihf markets that will go from two rail 

carrier service to single rail carrier .service under the Proposed Transaction unless specific 

remedies are provided. See. e.i .̂, .Application, Vol. I , pp. 545-46. In fact, the Applicants 

recognize that Indianaptilis is "by far t:.e largest "2 to 1" point created by this tran.saction." 



Application. Vol. !, p. 546.' The reason Indianapolis is a "2 to 1" point under the Proposed 

Transaction is because Indianapolis is presently served by both CSX and CR but urder the 

Proposed Trai.saction C JX will acquire control of all of CR's fackage m the IndianajTolis 

area, including CR's three yard facilities. .Application. Vol. 3A. pp. 1(.)9-11. 210-11. 

Accordingly, without more. Indianapolis would under the Proposed Transaction become a 

"one railroad town" served only by CSX. 

The Applicants seek to "remedy" the public harm caused to Indianapolis by the 

Proptised Transaction by allowing NS to provide indirect rail service to "2 to 1" customers in 

Indianapolis by way of certain overhead trackage nghts and switching agreements. The 

Master Frackage Rights Agreeineni f"TRA") proposed by the .Applicants grants to NS 

overhead trackage rights on CSX's lines to Indianapolis from Muncie. IN. and from 

I^ifayette. IN. NS's ability to nrovide rail service under the proposed TRA is severely 

limited, however. Specifically, the TRA pro/ides that: 

NSR shall not use any pan of the subject trackage for the 
purpose of switching, storage or servicing of cars or equipment, 
or the making or breaking up of trains or service to an 
industry . . . . 

Application. Voi. 8B. p. 223.-

'For a description of the size and importance of Indianaptilis as a major manufacturing 
and dislnbuuon center, see Cl Ex. 2, V.S. of Mayor Goldsmith, pp. 2-3. 

•Form A of the Trackage Rights Addendum sets fonh even more restrictive language 
"The Trackage Rights herein granted are granted for the sok purpose of NSR using the same 
tor bndge traffic only between the endpoints of Subject Tiack.ige and NSR shall not perform 
any IcKal freight service whatsoever at anv point located on Subiect Irackage." Application, 
Vol. 8B. p. 314. 
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Under the TRA. :hen, NS will not be -'• owed to irovide direct rail service to "2 to 

1" custome's in Indianapolis. Instead, it will be required to transport its cars directly into 

Hawthorne Vard at Indianapolis, which will be operated solely by CSX under the Proposed 

T-ansiiction. .Application. Vol. .\v. pp. 210-11. At Hawhome Yard. NS will r.oi have any 

contractual nghts regarding access to specific trackage. Rather, the Operating l̂an only 

provides that NS will have "sufficient tracks for the arnval. departure and malce up of trains, 

and will h.Hve reasonable access to and from the designated tracks." Application. Vol. 3A, 

p. 211. Moreover, CSX will have exclusive control of the management, operation and 

maintenance of the trackage from Muncie and Lafayette, as well as the f. ckage at 

Hawthorne Vard. In this regard, the I RA; (1) Does not require CSX to dispatch NS' trains 

equally and without prejudice under all circumstances (Application. Vol. 8B. pp. 232-33); (2) 

docs nut require CSX lo maintain the suoject trackage al il5 current Track Class and Speed 

(Application, Vol. 8B, p 226); (3) makes upgrading of the trackage subject to CSX's 

operational needs (Application, Vol. 88, p. 227); (4) allows CSX to retire the subject 

trackage tor economic reasois (Application. Vol. 8B, p. 229); (5) explicitly denies NS an) 

claim against CSX for damages brought about by delay or interruption from any cause, 

including damages for CSX's failure to maintain or renew the subject trackage (Application, 

Vol. 8B. pp. 223-26); and (6) does not provide for expedited dispute arbitration or the award 

of monetary damages by the arbitrator (Application. Vol. 8B. pp. 246-47). 

Once NS has transported its cars to Hawthorne Yard. CSX will provide switching 

services to NS' customers under a separate switching agreement. .Application. Vol. 8C, pp. 

501-25. The specific charges !o NS for CSX's handling of cars under the switching 
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agreement have nr̂ t yet been t'etermined by the Applicants. Instead, the switching agreement 

provides that NS shall pa, CSX a mutually agreed upon rate" for each car switched by CSX 

for NS dunng ihc first six montiis of the Agreement. Application. Vol. 8C. pp. 505-06. 

After this initial six month penod. CSX and NS will conduct a joint strdy to determine 

CSX's "actual costs" for switching cars in the account of NS and to determine the 

maintenance costi for NS' use of trscks at Hawthorne Vard. The charges to NS for CSX s 

switching services will thereafter be based upon the results of this joint 'udy. Applicants do 

not identifv conclusiveiv what tactors will be reieva.n to determining these "actual co.sts." 

The number and scope of Indianapolis cusiomers lhal NS will actually be ; Uowed to 

serve via trackage nghis and switching by CSX is very c cumscnbed. 'ndicateu above, 

N5 w h He allowed indirect access only to those customers who qualify as "2 to I . " The 

definition of "2 to 1" customers for purposes of ."-.c Pioposed Transaction are those presently 

existing cusiomers who have the option of rail service from CSX and CR. Application. Vol. 

2A, pp. 146-47. It does not include any olher cu.-̂  omers. including future customers that 

come into existence after the proposed transaction is consummated. The number and iden'-ty 

of the customers that qualify as "2 to 1" under this restnctive definition is not clear from the 

Application. In his Verified Statemeni William Hart states that; "Them are 66 shippers 

located on Conrail lines that have traditiona'ly had a second service option available to them 

through reciprocal switching service." Application. Vol. 2A. p. 147. Mr. Hart does not 

idenufy these 66 shippers. In contradiction to lhe foregoing Verified Statement of William 

Hart. Exhibit " I " to the proposed switching agreement identifies only 30 '̂ ustomers who 

would be served indirectlv bv NS. 
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Under the Proposed Transaction, then. CSX will have a 

monopoly for rail service to a significant number of cusiomers. including hose future 

customers that come into existence after the transaction is consun'mated. 

Ix'gal Standard fo. ;ne Imposition of Conditions 

The Board should not aopn .̂e the proposed transaction unless it first "finds the 

trans;icl!on is consistent with the public interest." 49 U.S.C. 11324(c) (1997). To 

determine whether the proposed transaction is consistent with the public interest, the Board 

must perform a balancing test, weighing the potential benefit;, to the .Applicants and the 

public against the potential harms to the public; 

In determining whether a transaction is in the public 
interest, the Board performs a balancing lest. It weighs the 
potential benefits to the Applicant and the public against the 
potential harm to the public. The Board will consider whether 
the benefits claimed by Applicants could be realized by means 
other than the proposed consolidation that would result m less 
potential harm. 

49 CER 1180.1(c). 

There are a number of criteria relevant to the determination of whether a proposed 

transactioa is m the public good. Among these cnteria is whether the proposed transaction 

will have an adverse effecl on competifion among .ail carriers in a particular market. 49 
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L.S.C. § 11324 (1997); See al.w 49 CFR 1180.1(c)(2).' If iL.e Boa'd finds an adverse 

impact on competifion, n 'us broad authonty under the Interstate Commerce Act to impose 

conditions on thp transaction that will redress the harm caused by these anticompetuive 

etfects. 49 U.S.C. 11324(c); Union Pacific-Controi-Mis.souri F'acific; Western Pacific. 366 

1A .C. 462, 562-65 (1982). A number of factors are relevant to determining what conditions 

an .ippropnate. The Board has summanzed the:,e factors in iis Decision No. 40: 

The cntena tor imposing conditions to remedy anticompetitive effects 
were set out in Un.on Pacific-Control-Missoun Pacific: Western Pacific. 366 
I.C.C. 462. 562-65 (1982). There, the Intersuite Commerce Commission 
(ICC) stated lhal it would not impose conditions on a railroad consolidation 
umess ' I found that the consolidation may produce effects harmful to the public 
interest such as a significmt reduction of competition in an affected market), 
that the conditions to be impose(* will ameliorate or eliminate the harmful 
effects, that the conditions will be operationally feasible, and th.t the 
conditions will prcxlucc public benefits (the reduction or elimination of possible 
harm) outweighing any reduction to the public benefii produced by the merger. 

lAen II the Applicants have proposed certain conditions in order to ameliorate the 

anticompetitive effects of the Pro(K)sed Transiiclion. the Board still has the obligauon to 

inodity or add to these conditions if it believes that the conditions proposed by the Applicants 

fail to fully redress these anticompetilivt effects. Lamoille Valley R.R. Co. v. ICC. "711 

F.2d 295. 322 (D C. Cir. 1983). 

'The reason this ctiterion is important is because consolidations that substantially 
reduce rail transptirtaiion aliernatives to shippers are not favored under the law. 49 CFR § 
1180. Ua). 
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The Proposed Transaction has Anticompetitive Fffecf) for Indianapolis thaL 
Require the Imposition of Conditioiis 

It has already been noted that tht .Applicants agree the Proposed Transaction would 

have an anucompefitve effect or Indianapolis it '•enain remedies are not adopted. Tfin 

remedies the Applicants suggest are to grant to NS the trackage nghts and switching 

arrangements outlined above. These remedies will not. however, ameliorate the 

anticompetiuve effects of the Propo.sed l ransaclion for Indianapolis. In general this is 

because the proposed remedies do not give NS sufficient incen'ive lo compete with CSX in 

Indianapolis, and they allows (\SX to have total control over th" quality of services that NS 

ca.i offer to customers. CI Ex. 1. V.S. of Hall. p. 5. More specifically, the remedies are 

inadequale 'because: (I) NS's overhead trackage nghts under the Proposed Transaction do 

not address issues that can work to iin[x.'de or lesser, the quality of NS's service to 

Indianaptilis customers; (2) NS will have an inadequate customer and interchange ba.se in 

Indianaptilis because of the narrow definition of "2 to 1" customers and its lack of access to 

shortline railroads; (3) the switching agreement .s too vague on sever.il key items, including 

the charges o be assessed NS tor switching services and the lime requirements for the 

pickup and delivery of NS' cars: (4) NS will be unable to build customer volume given that 

present cusiomers of CR will not be allowed to rebid traffic to NS after ihe irim'aciion is 

consummated; and (5) NS has no competitive way to deliver cars from Indianapolis to 

Chicago. Because CSX will have the highest traffic density, the shortest route structure to 

major markets from Indianapolis and an overwhelming physical and management presence in 

IndianafKJlis, lae foregoing deficiencies will mean that NS will not be a competitor of CSX in 

the Indianafwiis market under the Pioposed Transaction. Cl Ex. 1, V S. of Hall. p. 5. 
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Accordingly, the Board should al minimum impose the following conditions in order to 

correct these deficiencies. 

1. Conditions Relative to Trackage Rights 

The TRA under which NS will be allowed indirect access to "2 to 1" customers in 

Indianapolis gives CSX excessive control of the maragement, operation and maintenance of 

the subject trackage, including the trackage at Hawthorne Yard. The TRA does not require 

CS.X to dispatch NS' trams equally and without prejudice in all circumstances. Il does not 

require CSX to maintain the subject trackage at its current Track Class and Speed. Il makes 

upgrading of ihe trackage subject to CSX's operational needs. It allows CSX to retire the 

subject trackage for economic reasons. If sf>ccificaily denies NS any claim against CSX for 

failure lo maintain the subject trackage. It does not give NS any specific trackage at 

Hawti'ome Yaid. It neither provides for expedited dispute arbitration in connecfion with 

NS's use of the subjec trackage, nor gives authonty to the arbitrator to award monetary 

damages to an aggneved party. These defects in the TR.A will mean that NS's ability to 

compete with CSX for business can i)e severely impeded by CSX, resulting in a significant 

reduction of compention for rail service in Indianapolis. 

In order to ameliorate the anticompetitive effect to Inv'ianapolis caused by these 

deficits, the additions and changes set forth in Mr. Hall's Verified Slatement should be 

incorporated into the FRA. These additions and changes are as follows: (I) The FRA 

should require that CSX maintain the subject trackage at its current Track Class and Speed; 

(2) the TRA should require CSX to dispatch NS' trains equally and without prejudice under 



all circumstances, regardless of whether this will resull in the most economical movement of 

all traffic on the lines from Muncie and l^fayette; (3) the TRA shouid provide for expedited 

arbitration of disputes between NS and CSX and should allow the arbitrator to assess 

monetary damages for violations of the TRA;̂  and (4) the FRA should provide that NS has 

the right to lease, buy or builo trackage at Hawthorne Yard for NS' exclusive use 

As Mr. Hall notes in his Venfied Slatement, the foregoing additions and 

mcxlifications to the TRA would lessen the anficompefitive effects of the Proposed 

Fransaclion. In particular, they would address issues that otherwise would allow CSX to 

scnously impede and les.sen the quality of NS' service to Indianapolis customer Not only 

are the proposed conditions operationally feasible, they will not result in a reduction of 

benefits to the public prtxiuced by the Proposed Transaction. .See C[ Ex. No. I . V irified 

Statement of Hall. pp. 8-9. 

2. Conditions Relative to Definition of "2 to 1" Customers. 

The number of customers in Indianapolis that NS will be allowed to serve under the 

Proposed Transaction is severely limited. NS will be allowed indirect access only to those 

cusiomers who qualify as ' 2 to 1"; Kg., those presently existing customers who have the 

option of rail service from both CR and CSX.' NS will not he allowed to compete with CSX 

tor the business o'" either presently existing customers who do no' fall withm this definition 

•"The arbitration provision should require that the parties choose an arbitrator within 
30 days of notice; that the arbitratoi hear the case withm 60 days of notice; and that the 
arbitrator make a decision within 90 days of notice. 

•As indicated above, it is unclear whether these customers are 30 or 66 in numb'ir 
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or c 
ustomers that come into existence after the proposed transaction is consummated. 

ability lo develop a volume of traffic that will consistently fill the train service it provides to 

Indianapolis from Lafayette and Munci«- >.• '11 be severely hampered by this limitation because 

CSX will have a monopoly for the business of thef- customers. 

In order to ameliorate the anticompetuive effects ot this nanow definition of "2 to 1" 

customers, the Board should adopt as ^ condition of approval that "? to 1" customers be 

defined to include all Indianapolis customers that CSX will be able to serve under the 

I'roposed Transaction after it is consumaied. CI Lx. No. 1. V S. of Hall. p. 6. Moreover, 

all shortline railroads that can connect or interchange v uh (̂ SX after the transaction is 

consumated should be allowed to connect or interchange with NS The imposition ot these 

conditions would lessen the anticompetitive effects of the transaction 

. Moreover, they would be 

oix-rationally teasible and would not harm the public benefits to be realized by the Proposed 

Transaction. Cl Ex. No. 1. V S. of Hall. p. 8. 

3. Conditions Relative to Switching Agreement 

CSX will provide switching services to NS' cusiomers under a separate sv>:trhing 

agreement. The specific charges to NS for CSX's handling of cars have not yet been 

deiermineo by the ApjJicants. Instead, the switching agreeme.it provides that NS shall pay 

11-



CSX a 'mutually agreed upon rale" for each car switched by CSX for NS during the first six 

months of the Proposed Transaction. .After the initial six-month period. CS.X and NS will 

conduct a joint study to determir.e CSX's "actual cost" for switching cars in the account of 

NS and determine the maintenance cost of NS" use of tracks at Hawthorne Yard The 

charges to NS for CSX's switching serves will thereafter be based on the results of this joint 

study, which will not be open to public, shipper or shonlme audit. The switching agreement 

does not set forth any time requirement for CSX's pickup and delivery of NS' cars to and 

from customer sidings. Finally, like the PRA, there is no provision for expedited arbitration 

and the award of monetarv damages by the arbitrator. The vagueness of the proposed 

switchmg agreement on these points is lethal to NS' ability to compete with CSX in the 

Indianapolis market. 

The anticompetitve effects that will result from the vagueness of the switching 

agreement can be overcome if the Board impr̂ es a few additions to the switching agreement. 

First, the Board should require CSX and NS agree to a S130 per car switching charge, 

adjusted on a yearly basis for mfiation/denalion. Cl Fx. No. 1. V.S. of Hall. p. 7, The 

Board has found this switching charge adequate to cover cost for switching in previous 

mergers. Second, the Board should require that CS.X and NS agree that at any time during 

the first ten years of the Proposed Transaction NS has a one lime nght to elect either to 

provide us own direct service to Indianapolis customers or to contraci with a third party of 

Its jwn choosing to provide switching services to its Indianapolis customers. If at the end of 

this ten-year penod NS fails to exercise its nght of election, CSX would again be required to 

perform switching services for NS at Indianapolis on a cost-based charge that will be 
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determined n the manner set forth in the Proposed l ransaclion. fhird. the switching 

agrecmen' should contain arbitration provisions identical to those requested tor the I R.A. 

I inallv. the switching agreement should set torth a specific lime requirement for CSX's 

pickup and delivery of' NS" cars to and from customer sidings. .At a minimum, this time 

requirement should be that NS" traffic will he given the same treatment as CS,X"s. 

fhe foregoing additiims and modifications to the switching agreement would help 

ameliorate the .iiilicompetilive effects of the Proposed I ransaclion. In particular, they would 

address issues that might allow CSX to impede or lessen the quality of NS" service to 

Indianapolis cu.slomers Moreover, the proposed conditions would be > pe'-r.ionally feasible. 

I in.illv. the conditions would not cause a reduction of henefits to the public produced by the 

Pniposed lransaclion. 

4. Ctmditions Relative lo I raflic Volume 

In (he usual situation, the private contracts hetween the cu.itomer and the rail carrier 

cover specific commodities moving over specific routes in specific volumes at specific rates, 

l he term of these contracts is often ior a number of vears. Because under the Proposed 

I ransactiiin. il appears that CSX will be .issuming the contracts that currently exist between 

CR and the lndianapi»lis customers. NS will he unable lo compete to. those customers. Thus. 

NS" ability to develop a volume of u tfic sufficient tv> maintain adequate rail S'Tvice will be 

severelv impaired. .Also, under the I roposed l ransaclion. NS has no competitive wav to 

deliver cars from Indianapolis to i!ie Chicago market (unlike CS.X wl. • will have a direct 
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route to Chicago through Latavettel. Both of these factors will have a significant impact on 

\S" .ibilitv to build the traffic volumes necessarv to compete with (. SX at Indianapolis. 

Ill tirder ti> ameliorate this impairment of NS" abilitv to compete with ( SX at 

Indianapolis under the Proposed 1 ransactum. CSX should be required to release all ot ils 

Indianapoli.-. c-,::;:omers trom those pnnisions of their conlracis that would preclude or 

penali/'.' the.se customer fn>m rehidding traffic to NS afier the proposed transaction is 

consummated. Cl 1 \. No 1. ^ S of Hall. p. <> Moreover. CS.X should provide haulage for 

NS to the Chicago market. I inallv. the Board should maintain oversight of the transaction 

tor a period o i ten (10) vears with a right lo impose additional conditions it a compelitive 

situation between CSX .md NS does not devek)p in the Indianapoli:. market. Ihese required 

conditions would be operalionallv feasible and would have no adver.se impact as the benefits 

to be realized ov the Prope>ed 1 lansactiim. 

Summary of Requested C onditions 

I he C"ilv ot Indianapolis's opposed to the Proposed I ransaclion unless the following 

conditions are imposed bv Uu Board: 

(1) I he 1 R.A requires that CSX momtain the subject trackage at its current Track 

Classes and Speed; 

(2) 1 he I R.A requires CSX to dispatch trains equally and without prejudice under 

all circumstances; 

•14-



(3) The TRA provides for expedited arbitration of disputes between NS and CSX, 

as well as allowing the irbitrator to assess monetary damages for violaUon of 

the TRA; 

(4) The TRA provides that NS has the right to lease, buy or build trackage at 

Hawthorne Yard for NS' exclusive use; 

(5) "2 to I " customers are defined in such a way that after the transaction u 

consumated NS is able to provide rail service to all Indianapolis customers to 

which CSX is able to provide rail service; 

(6) All presently existing a.iu i iturc shortline railroads that can connect or 

interchange with CSX afier the Propo.sed Fransaction is consumated can also 

connect or interchange with NS and each other; 

(7) The switching agreement provides that the switching charge for CSX's 

switching of NS' cars is set at $130 per car. adjusted each year according to a 

mutually agreed standard for infiation/defiation; 

(*>) The switching agreement allows NS a one-time nght to elect during the first 

10 years of the Proposed Transaction to provide its own direct service to 

Indianajxilis customers nd shortlines or to contract with a third party of its 

own choosing to provide these switching services; 

(9) The switching agreement contains arbitrr.lion provisions similar to tho.se 

requested for the TRA; 
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I KM I he switching agreenient .sets fonh a specific time requirement for CSX's 

pickup and deliverv of NS" cars to and from customer sidings m Indianapolis 

(at minimum that NS" traffic wil! be given the same treatment as CSX's): 

(111 CS.X IS required to release all ot us Indianapolis cusiomers trom those 

provisions of iheir contracts that would preclude or penalize them from 

rebidding tratfic to NS alter the Proposed Transaction is consummated; 

(12) CSX is required lo provide haulage tor NS to Chicago; and 

(13) I he h ard maintains oversight of the tran.saction for a period of ten ( 10) years 

wuh the authoritv to impose turther conditions if competition between CSX and 

NS does not develop iii the Indianapolis market. 

Respecifully submitted. 

McllALE. COOK & WELCH, p.c. 
I 100 Chamber of Commerce Building 
320 N. Meridian Street 
Indianapolis. IN 46204 
(317) 634-7588 
(317) 634-7598 - Facsimile 

Randolph L. .Set;er. F̂ .sq 
Robert B. Sctutf^isq. 

Miniael v. Ma.\well, Jr., Esq. 

.Attorneys for Ciiv of Indianapolis 
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UNITED STATF'^ OF AMERICA 
DEPARTMENT OF I RANSPORTATION 
SURFACE TRANSPORTATION BOARD 

Finance DcKkei No. ^3388 

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

-CONTROL AND OPERATING LEASE.'AGREEMENTS-
CONRAIL INC. AND CONSOLIDATED RAIL CORPORATION 

CERTIFICATE OF SKRViCE 

I hereby certify that I have .served i i n y ^ ^ day of October. 1997. a copy of the 

foregoing Redacted Version of Com jnts and Supporting Evidence of the City of 

Indianapolis in Opposition to the Application of CSX Corporation, et al., Unless Compeiifive 

Conditions are Imposed to Applicants' attorneys and on all other persons of record in this 

proceeding. 

Michael P . ^ t x w c l l . Jr. 

3317 MPK J:V0OCSVMPMVPUBLVr'Y1 1 85465 
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CI Exhibit No. 1 

BEFORE I I I E 

SURFACE TRANSPORTATION BOARD 

HNANCE DOCKET NO. 3 .388 

CSX CORWRATION. ET AL. 

NORFOLK SOUTHERN C0RP<^)RAT10N, ET Ai 

CONRAIL INC.. ET AL. 

VERIFIED S T A T E . M E ; T 

OF 

JOHN HALL 



Mv name is John Hall. From 1961 to 1968. I was emnloyed by the Soo Line 

Railroad C\)mpanv. From 1*̂68 to N94 I was employed by the Burlington North»*m 

Railroad Companv and its predecessor. CJreat Northern Railway, in a succession of positions 

of increasing responsibilitv. I served as Vice President of Business Development from 1986 

to 1994. Dunng my career at Bunmgton Northem. I planned, negotiated, implemented and 

iiiai,aged a number of line sales, line acquisitions, trackage nghts/haulage agreements and 

termiiuil switchmg operations. 1 have served as an expert in previous acquisitions, including 

the UP & SP merger. 1 am qUite ia;niiiar with the technical issues and analysis relevant to 

thi'. prcKceding from the p<;rspective of both the landlord and the tenant. 

CS.'<. Norfolk Southern ("NS") and Conrail ("CR") have submitted their Railroad 

Control Apphcation to the Surface fransportation Board, '-inance Docket No. 33388, 

requesting that CSX and NS be given control and the management of all of the assets of CR. 

I have been asked by the City ct Indianapolis to prepare and submit these comments on 

various issues involved in the Application. There are several aspects of the proposed 

transaction that are of paniculai relevance to the City ot Indianapolis: 

1. CSX has used the CR switching tanff to define "2 to 1" cusiomers in 

Indianapolis. The number of these "2 to F'customers vanes between 30 (See Exhibit " I " to 

the Switching Agreement. .Application. Vol 3. p. 525) and 66 (see Mr. Hart's Venfied 

Sutemeni. .Application. \'ol. 2.\. p. 147). The proposed transaction allows NS only to serve 



Ihese "2 to 1" firms, while CSX would have exclusive access to all other firms, including all 

new indusines in Indianapolis. 

2. Today, there are a number of shortline railroads that connect at Indianapolis. 

The proposed transaction w ill apparently allow only one of these shortlines, the Indiana 

Railroad (which is controlled by CSX), to connect with NS at Indianapolis. 

3. Under the proposed tr.-msaciion CSX will assume all of CR's existing 

transportation contracts. 

4. NS will be granted overhead trackage nghts from I^fayeite. 85 miles to the 

northwest ot Indianapolis, and from Muncie. 54 miles to the northeast. In addition to using 

these routes to reach Indianapolis. .NS will be able to serve "2 to 1" customers at 

Crawfordsville on the line to l.afayette. The.se trackage nghts are descnbed as "standard, 

exisfing trackage nghts fees in effect between NS and CSX for over the road movements." 

.At Indianapolis. NS trains will onginate/terminate at Hawthorne \ard. CSX will provide 

switching service between the "2 to 1" customer and NS for a cost-based fee. 

5. NS does not have under the proposed transaction a route between In'jianapolis 

and Chicago that is competitive with CSX's. 
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6. The Trackage Rights Agreement does not specify that the subject trackage 

shall be maintained at currcni levels. ,\s a tenant. NS gets to pay .29C a car-miie and has no 

say in how tho subject trackage is maintained. 

7. In tie Trackage Rights Agrt-ment. CSX pledges to operate the track "without 

orejudice oi pit.rtiality to e ther party and in such a manner as will afford the mosl 

eco'.omical and efficient n.ovement of all traffic" (Emphasis added). Because CSX will 

have a much larger volume of traffic than NS on these routes. CSX will always have the 

ability to favor its own traffic. 

8. The Trackage Rights Agreement provides that disputes are to be resolved by 

Arbitration. The arbitrator has the ability to decide issues, but not damages. While the 

arbitrator's decision is binding on the parties, enforcement lies in judicial action. The 

process IL slow, exfxmsive and time consuming, and it does not work to resolve compeufive/ 

commercial problems between tenant and landlord and clearly favors the landlord. 

9. Hawthorne Yard in Indianapolis is designated as the place where NS trains will 

onginaie and terminate. The vard will be owned and controlled by CS.X. NS has no nght to 

lease, buy or build track at Hawthorne Yard for >JS' exclusive use. 

10. CSX will provide switching services between Hawthorne and "1 to 1" 

customers. The Switching .Agreement does not obligate CSX to any standards of 
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performance or equality. CSX is apparently free to perform the service as it sees fit. NS 

pays the car hire and CSX receives any demurrage. 

11. The charge for switching services will be "cost based" and be determined at a 

futur? date. Any dispute regarding the switching charge will be resolved by binding 

arbitration. The arbitration provisions are similar to those as the Trackage Rights 

Agreement. There are no deadlines or penalties. 

Given the above, the "2 to 1" solution proposed for ;he City of Indianapolis will not 

provide the "balanced competition' envisioned by Mr. Hart in his Verified Statement. NS 

caiinoi develop a competuivi- presence in Indianapolis when CSX always stands between NS 

and Its customer and to a very large measure controls the quality of transportation service NS 

can offer. This is made all the more difficult when: 

1. NS' "2 to 1" customer base is so 'mited; 

2. It cannot interchange tratfic with connecting shortline railroads; 

3. CS.X will control "contracted" rail tonnage; 

4. NS has vague contracts governing how us traffic will be handled; 

5. Dispute resoluuon is slow and without consequence; and 

6. A significant portion of NS' costs are unknown (switching fees). 
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In view of the foregoing listed points, as well as the fact that CSX will be able for the 

iuost part to control the quality of NS' sevice to Indianapolis customers, the proposed 

transaction will have to be modified in the following ways if NS is to have a meaningful 

opportunity to develop a compefitive presence at Indianapolis: 

1. "2 to 1" customer should be freed from any contractual prohibition which 

restricts their ability to rebid ti-affic between CS.X and NS after tne transection is 

consumaied; 

2. "2 to I " customers are defined to include all Indianapolis customers that CSX 

will be able to serve under the proposed transaction after it is consumated. New customers 

will be open to NS if i"S pays 1/2 the cost of establishing rail service. 

3. NS has the nght to establish connections and interchange traffic with any 

shorthne that CSX will have connections and interchange with after the transaction is 

approved. 

4. For traffic moving in connection with "2 to 1" customers or 

onginating/terminaiing on shortlines connecting with NS at Indianapolis, CSX will provide 

haulage to Chicago. 
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5. The Trackage Rights Agreement be mociified to define the cunent Track Class 

and Speed as the Maintenance Standard. 

6. The Trackage Rights .Agreement ne modified to slate that CSX and NS trains 

will be dispatched and operated equally and without piefudice under all circumstances. 

7. NS should have the option to lease, acquire and/or build trackage at 

Hawthorne Yard. 

8. The Switching Agreement should be modified to slate that CSX and NS traffic 

will be handled equally and without prejudice. 

9. NS should receive demunage. 

10. The arbitration provisions of the Trackage Rights Agreement and the 

Switching Agreement should be consistent and modified lo have: 

a. The arbitrator picked within 30 days of notice. 

b. Heanng bv arbitrator wuhin 60 days of notice. 

c. Decision of arbitrator within 90 davs of notice. 
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d. The arbitrator award damages wnen either party use the Trackage 

Rights Agreement or the Switching .Agreement to gam a competitive 

advantage of the other party. 

11. There should be ai explicit switch charge of $130 per car for all "2 to 1" 

traffic. That switch charge was found adequate by the Board to cover system average 

switching costs in the UP and SP merger. No vanaiion due to commodity, car type. etc. 

Likewise, there should be an cjCplicit switch charge if and when CSX performs intermediate 

switching between a shortline and NS. Such charges would be adjusted penodically for 

mfiation/detlalion. 

12. Dunng the first ten years of the transaction. NS would have the one time nght 

to elect to provide its own exclusive service to "2 to 1" customers and shortline connections 

with their trains or through those of a designated third parly. 

13. In a transaction of this scope, it is difficult to anticipate potential problem 

areas and solutions. 1 believe that STB should retain oversight for 10 years. 

The foregoing conditions would all be operationally feasible and would not lessen the 

public benefit of the proposed transaction. Instead, if imposed by the Board, these condifions 

would ameliorate the anticompetitive effects of the proposed transaction as it stands and 
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increase the chances that NS will be an effective competitor of CS.\'"s in the Indianapolis 

market. 

[The rest of this page left intentionally blank.) 
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V erification 

1. John Hall, affirm under penalties ol periury that the statements herein contained are 
true to the best of my knowledge, iiitormalion and belief . 

John Hall 

SI A I L ; Ol MINNISOl A ) t, 
I SS: 

COI N l A" OF -- ' /ou ) 

Before me the ;'ndersigned. a Notarv i 'blic in and tor said Countv and State, 
pcrsonallv .ippeared John Hall. wlu> acknowledged the execution ot the foregoing, and who. 
hav mg been dulv ^worn. aated 'hat the representalions therein contained are true. 

WFFNESS .\n- HAM) and Notarial Seal this ^^'^Slav of -'--t^ 1 9 ^ . 

Mv Commission E.xpires: ~ \ / ' / 
. i LzAi^AoLl^ dl-yx-.^ /^^<L_ 

Notarv Public - Wtiiten 
My Cuunly o^' Resident. / ,^ Q 

'"j-f- -̂ "6 H i ' s J o i^'K- iv^ I .̂ / 

Notary Public - Printed 

NOTARY: AFFIX SEAL 

" " " " r " * " " " "jOANNt PAGEL ^ 

• • . f ^ j ^ Nota.v PubiK-Min.^eioia . 



CI Exhibit No. 2 

BEFORE THE 

SURFACE TRANSPORTA HON BOARD 

FINANCE DOCKET NO. 33388 

CSX CORi'ORATlON. ET AL. 

NORFOLK S 0 L T I I F : R N C 0 R I * 0 R A T I 0 N . ET AL. 

CONRAIL INC., ET AL. 

VERIFIED STATEMENT 

OF 

STEPHEN GOLDSMITH 

MAVOR OF INDIANAmLIS 



I am Stephen Goldsmith. .Mayor of Indianapolis. Afier graduating from the 

University of Michigan Law School. I practiced law for - vears before serving in the public 

sector as the Mancn County Prosecuting Attorney trom i979-Q0. In 1992. I was elected 

Mayor and cunently am in my second term. 

Under my Administration, the City o; Indianapolis is focused on stream-lining 

government, reducing regulations and reinvesting in our communities. Our city government 

has become more efficient largely through introducing competition to many municipal 

services. .A smaller, more efficient government has saved taxpayer dollars and reduced the 

burden of government on business while simultaneously increasing service and recucing cost. 

Introduction to Indianapolis 

According to 1995 estimates of the U.S. Census Bureau, Indianapolis is the twelfth 

(12th) largest ^ ity in the United States with a population of 817.624 and a Metropolitan area 

of 1.4 Millio.i. Ot the cities .served by CSX and NS east of the Mississippi, Indianapohs is 

the fifth (5th) largest. 

Indianapolis has a diversified economy with continued strength in manufactunng and 

distnbution whiie becoming a favonte sue for headquarters and technical-related businesses. 

The Services industry employs 26% our workforce, followed by Retail Trade at 20% and 

Manufactunng at 16%. Some of our manufactunng indusines include pharmaceutir.-us. 

automotive comnoncnis and products, agncultural products, consumer products and chemicals. 



Due to our industrv make-up and geographic location. Indianapolis has become a 

maior o'slnbulion cenier. Federal FApress and U.S. Postal Service have boih established 

distnbution hubs m Indianapolis which en-phasizes our importance and continued 

development as a distnbution center. In addition, over 75 trucking firms have terminals in 

the Indianapolis area providing extens.ve truck transportation and creating a large potential 

intermodal market. 

Overview 

As Mayor. I am admittedly not a rail expert. Therefore. I wil! reser.-e the technical 

discussion for the appropnate parties. However, I do recognize that as a major 

mariufacturing and distnbution hub Indianapolis must be a marketplace that allows 

eompelilive access to iransporuiion and distnbution services. Therefore, the railroads 

servicing our city are ver\- important to the local, state and national economy. 

The City of Indianapolis is largely concemed regarding the CSX and NS acquisition 

of Conrail. and will only iniervei.e. to the extent that the public interest is at slake. This is 

the case regarding the Conrail acquisition. From an economic development perspective, 

communities will be placed at a severe competitive and comparative disadvantage if held 

captive to a singl'. railroad. I believe the acquisition of Conrail by CSX and NS. as 

currently structured, does not create a competitive rail environment in Indianapolis. 

Indianapolis will become captive to a single railroad in which competitive market forces will 

be eliminated. 



At a minimum, the competitive presence of two Class-f-ne railroads in Indianapolis 

must be maintained. It seems very unlikelv NS will be in a position to establisn any degree 

of presence, let alone compete, through the ability to only serve one industry direcUy and 

without owning any assets. 

Situational Overview 

Currently, two class one railroads. CSX and Conrail. own and operate track in our 

city. Three shortline railroads Offer service directly to Indianapolis: The Indiana Railroad 

Companv, Indiana Southern Railroad. The Louisville & Indiana Railroad. .At a minimum, 66 

individua. indusines are open to both CSX and Conrail. These businesses employ 

approximately 40.238 workers, ship over 4 Million tons of materials which is over 65,000 

car loads, and generate well over S64 Million in revenue for the railroads. These figures do 

not account for traffic already captive to a single earner, the market value of these goods, or 

the volume of traffic with moves through Indianapolis. 

Under the proposed CS,X/NS acquisition of Conrail. CSX will get all Conrail assets in 

Indianapolis, leaving it the exclusive provider of Class I rail service. To remedy this 

problem. CSX propO!>es to let NS serve evisting customers m Indianapolis that are served by 

CSX and Conrail (2 to 1 customers). NS will enter Indianapolis on trackage owned and 

controlled by CSX via trackage nghts. NS will bz assigned interchange tracks at Hawthorne 

Yard, also owned and controlled by CSX. CSX will provide switching services at 2 to I 

firms for a "to be determined" cost-based charge. 



(^ity's .Actions 

Due to the importance of railroad transportation to our city's economy and the large 

presence of Conrail. the City of Indianapolis began monitoring the acquisifion in January 

1997. Once it became apparent CSX and NS would jointly file with the STB to acquire 

Conrail. the city conducted a forum on May 15 to allow CSX and NS the opportunity lo 

present their preliminary plan and hear comments of local businesses. Through a number of 

subsequent formal meetings, telephone calls and wntten comments, the consensus emerged 

that the current con Tetitive situation within Indianapolis is in jeopardv. In addition, 

Indianapolis could further become a marketplace captive to one railroad. 

In order to most accurately assess the acquisitions effects, we requested information 

trom both NS and CSX. These requests were never responded to in a satisfactory manner 

with pertinent information. .As a result, the city fiK d discovery and participated in the 

deposition proceedings established by the Surface Transportation Board. 

Indy-ACTS (Association for Competitive Transportation Services) was formed to 

more efficiently share information and formalize a consensus position. The groups 

membership consisted of lcK:al shippers, shortlines. real estate developers and economic 

development organizations. John Hall, a former Vice President of Burlington Northem, was 

hired as a consultant. 



The City continued to express us concem as did many members of the Indiana 

(Congressional Delegation 1 invited John Snow. (Tiairman CSX. to Indianapolis to meet 

with me. Wntten :>iaiements from Unites Slaiê ^ Senator s Richard Lugar and Dan Coats. 

United Sates Repres<;ntatives Dan Burton. Julia Carson and David Mcintosh expressed their 

concem and encouraged an agreement to be reached between CSX and the City of 

Indianapolis. Despite Congressional and Mayoral objection to the plan in Indianapolis, and 

our desire to negotiate a reasonable agreement, to date. CSX and the City have not reached 

an agreement to effectively correct the problems in Indianapolis under the proposed 

transaction. 

Conclusion 

The City has made extensive efforts to gain information and reach a settlement with 

CSX and NS that would meet our mutual needs. These efforts have not been successful to 

date. The City of Indianapolis is formally opposed to the proposed CSX and NS acquisition 

of Conrail unless th.z conditions outlined by our expert John Hall are adopted by the Board. 

I ask that the STB strongly consider the recommendations of John Hall. 

[ File rest of this page left intentionally blank.] 



Verificatioti 

I . Stephen (ii)ldsmith. .Mayor of the Cily of Indianapoiis. Indiana, affirm under 
penallies of penury that the statements herein contained are true to the best of my knowledge, 
information and belief 

STATE OF INDIANA 

COUNTV OF MARION 
)-SS: 

Stephen (jold.smiih 
Mayor. City of I'ldianapolis. Indiana 

Betbre me the undersigned, a Notarv Public in and for said County and State, 
personally appeared Stephen (ioldsmith. .Mayor of the ("ity of Indianapolis. Indiana, who 
acknowledged the execution of the foregoing, and who, having been duly sworn, staled that 
the representalions therein contained are true. (^/^ 

WITN'ESS MY IIAND and Notarial Seal this day of / G A ^ ^ ^ ^ " ^ . \9 9 ^ 

.My Commission Expires; 

My Countv of Residence: 
Notarv 

NOTARY: AFFIX SEAL 
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I.V l̂ I- S u m . N W 

WASHINGTON. D.C 2(XKU 

(2l)2)6M-74(K> 
F M S I M I I I (2(121 6''4 7420 

<> 

Octobcar 21, 1997 

Tne Honorable Vernon A. Williams 
S.screrary 
Surtar^a Transportation Board 
.25 K Street, N.W. 

Washi.ngton, DC 2042''-0001 

Re: CSX Corp., sCL ,̂ Norfolk Southern Corp., fit a l . 
-- Control and Operating Leases/Agreeinents — 
Conrail Inc., fit a^Li., Finance Docket No. 33388 

Dear Secretary Williams: 

Enclorcd f o r f i l i n g i n the above-referenced proceeding, 
please f i n d an o r i g i n a l anJ 25 copies of the Comments of the 
United Railway Supervisors Association ("URSA"). Also enclosed 
i s a 3.5" d i s k e t t e containing tbs t e x t of t h i s f i l i n g i n 
WordPerfect 6.0/6.1 format. 

I have includeo an a d d i t i o n a l copy t o be dace-stamped and 
returned w i t h our messenger. 

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

Sincerely, 

Debra \ . Willen 
Counsel f o r URSA 

LLW:mmw 

cc: Norman Schultz 
Richard P. M i l l e r 
W.P. Hernan, J r . 
L.A. Michaels 



BEFORE THE 
SURrACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 33388 

CSX CORPORATION AND CSX TRANSPORTATION, INC., NORTHERN 
SOUTHERN CORPORATION AND NORFOLK SOUTHERN RAILWAY COMP.XNY 

—CONTROL AND 0PERATIN(7 LEASES/AGREEMENTS — 
CONRAIL, INC. AND CONSOLIDATED PAIL CORPORATION 

COMMEl TS OF THE UNITED RAILWAY SUPERVISORS ASSOCIAT":ON 
UPC'N RAILROAD CONTROL APPLICATION 

Tue United Railway Supervisors Association ("URSA") hereby 

submits i t s Comments upon the co n t r o l and operating 

leases/agroements a p p l i c a t i o n of CSX Corporation ("CSXw ), CSX 

Transportation, Inc. ("CSXT"), Norfolk Southern Corporation 

("NSC"), Norfolk Southern Railway Co. ("NSR"), Conrail, Inc. 

("CRR"), and Consolidated Rail Corporation ("CRC) (her e i n a f t e r 

c o l l e c t i v e l y "the Appl.leant:'M ." 

URSA opposes the propDsed transaction. S p e c i f i c a l l y , URSA 

opposes the Applicants' plan to abrogate URSA's c o l l e c t i v e 

bargaining agreements with Conrail and, i n e f f e c t , extinguish 

c e r t i f i c a c i o n s issued to URSA by the National Mediation Bcjrd 

("NML-), under the guise t h a t such action i s nacc^ssary to 

Hereinafter CSXC and CSXT are ref e r r e d to c o l l e c t i v e l y 
as "CSX," NSC and NSR are ref e r r e d t o c o l l e c t i v e l y as "NS," and 
CRR and CRC are -eferred to c o l l e c t i v e l y as "Conrail." 



effectuate the proposed transaction within the meaning of 49 L.S.C. 

§ 11321(a). In a d d i t i o n , URSA opposes the merger on the grounds 

t h a t i t w i l l hdvp a deleterious impact upon railway safety. 

Accordingly, URSA r e s p e c t f u l l y requests t h a t the Surface 

Transportation Board ("STB" or "the Board") deny the pending 

a p p l i c a t i o n . 

I n the a l t e r n a t i v e , TJRSA urges the STB t o condition any 

approval of t h i s transaction upon the imposition of the New "fork 

Dock and other applicable labor protec* ive provisions. Moreover, 

issues regarding the modification or abrogation of e x i s t i n g labor 

agreements must f i r s t be t^e subject of negotiation and a r b i t r a t i o n 

pursuant t o A r t i c l e I , Scsction 4 of the New York Dock conditions 

and are not properly before the Board at t h i s time. Further, the 

STB has no a u t h o r i t y t o i n t e r f e r e with URSA's representational 

r i g h t s pursuant to the Railway Labor Act, 45 U.S.C. i§ 151-88 ("the 

RLA"). 

TACTUAL BACKGRQUMD 

URSA represents approximately 800 supervisory employee.s on the 

Conrail system. S p e c i f i c a l l y , URSA has been c e r t i f i e d by the NMB 

to represent the following c r a f t s or classes of Conrail employees: 

(1) the c r a f t or class of foremen i n the maintenance of equipment 

department and mechanical foreman in the maintenance of way 

department (Consolidated Rail Corp.. 13 N.M.B. 371 (1986)); (2) the 

c r a f t or class of subordinate o f f i c i a l s i n the maintenance of way, 

structures, communications and signal department (Consolidated R a i l 

Corp. , 13 N.M.B. 376 (1936)); and (3) the c r a f t or class of 
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assistant d i s t r i c t claim agents and claim agents (Consolidated Rail 

Qorsu, 1- N.M.r. 374 (1986)). The Applicants' Labor Impact Exhibit 

projects that 199 railway supervisor jobs would be abolished and 

four supervisor jobs would be tra n s f e r r e d i f the proposed 

transacv*:ions were approved. Applicants' Submission of "995 Labor 

Impact Exhibit, CSX/NS-26, based on 1995 average head co...t, at 24. 

In a d d i t i o n , the Applicants r s s e r t t h a t implementation of 

t h e i r respective proposed Operating Plans would require the 

abrogation of ex i s t i n g URSA c o l l e c t i v e bargaining agreements. Both 

NS and CSX describe projected s e n i o r i t y , agreement and t e r r i t o r y 

changes deemed necessary under t h e i r respective Operating Plans i n 

Appendices A to those Plans. S p e c i f i c a l l y , NS proposes t h a t a l l 

URSA-represented employees on the Conrail routes and f a c i l i t i e s 

allocated to NS under the transaction become non-agreement 

employees of NS. Appl i c a t i o n , Vol. 3B at 365-68, 374, 377. 

Si m i l a r l y , CSX proposes th a t "uRSA-represented maintenance of 

way, communications and signal operations supervisors and the 

general claims agents on CSX's p o r t i o n of Conrail routes, 

f a c i l i t i e s and t e r r i t o r i e s become non-agreement employees of CSX. 

Application, Vol. 3A at 493, 496, 506. CSX intends to consolidate 

URSA-represented mechanical supervisors w i t h CSX's mechanical 

supervisory workforce and appJy CSX c o l l e c t i v e bargaining 

agreements t o those employees. Xd. at 503-04. As a r e s u l t , 

employees currently represented by URSA would thereafter be subject 

to an American Railway £.nd Airway Supervisors Association ("ARASA") 

co l l e c t i v e bargaining agreement. Deposition of Robert S. Spenski 
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and Kenneth R. Pe\fer (hereinafter "Spenski & Peifer Dep."), Tr. 

138. 

NS Vice President ^^bor Relations Robert S. Spenski, the NS 

o f f i c i a l who sponsored the Labor Impact Exhibit ard Appendix A to 

NS's Operating Plan, conceded in his deposition that he ha' never 

reviewed tha Conrail c o l l e c t i v e bargaining agreements. Jd-, Tr. 

176. CSX Vice President Labor Relations Kennt^h R. Peifer. 

t e s t i f i e d that he "had an opportunity to j u s t casually review same 

of the Conrail c o l l e c t i v e bargaining agreements." I i i . , Tr. 175 

(emphasis added) . Neither c a r r i e r has conduct^-^ any studies to 

dettirmine the costs of alleged i n e f f i c i e n c i e s t h a t would r e s u l t 

fron. continued application of those agreements. I d - , Tr. i^P, 132, 

139. F i n a l l y , the Applicants have maae clear t h a t neither NS nor 

CSX w i l l deal w i t h URSA as a c o l l e c t i v e oargaining representative 

a f t e r the URSA-represented employees are consolidated i n t o t h e i r 

respective supervisory work forces. Xdjt at 136-37." 

ARGPflBMT 

I . THE CARRIERS I^flEND TO INTERFERE WITH URSA'S 
RE^RESEHTATIONXL RIGHTS IN CONTRAVENTION OF THE 
RAILWAY LABOR ACT. 

The proposed acquisition of control by CSX and NSC of Conrail 

and the d i v i s i o n of the use and operation of Conraii's assets 

between them may be approved only i f the prep :>sed transaction i s 

consistent w i t h the public i n t e r e s t . 49 U.S.C. § 11324(c). In 

^ Apparently, however, Conrail w i l l continue t o recognize 
and deal w i t h URSA as the c o l l e c t i v e bargaining representative of 
supervisory employees i n che Shared Assets Area. I d - at 136. 
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making i t s public interest determination, the STB is required to 

consider "the interest of r a i l c a rrier en^ployees affected by the 

proposed transaction[.]" 49 U.S.C. § 11324(b;(4). As noted above, 

NS intends to disregard NMB cer t i f i c a t i o n s issued to URSA pursuant 

to the RiA and to convert a l l URSA-represented employee^- to non-

agreement employees; CSX plans to make the maintenance of way, 

communications and signal operations supervisors and the general 

claims agents on CSX's portion of Conrail non-agreement employees 

and to replace URSA with ARASA as the bargaining representative of 

URSA-represented mechanical cupervisors. In this manner, the 

Applicants attempt to circumvent the exclusive jurisdictio.. of the 

m<B to determine representational quostions involving r a i l 

carriers, pursuant to Section 2, Ninth of the RLA, 45 U.S.C. § 152, 

Ninth. 

Until recently, a r a i l c a r r i e r could petition for 

investigation of a representation dispute arising out of a merger. 

Procedures for Handling Representation—Is^llfii—Resulting—mJIQ 

Mergers. Acqaisitions or Cj^nsolidations in the Railroad Industry. 

17 NMB 44 (1989) (hereinafter "Rail Merger Procedures"). Then, in 

RT.FA V. NMR. 29 F.3d 655 (D.C. C i l . 1994), CfiTt- dfillifid, 514 U.S. 

1032 (1995), the Court of Appeals for the D.C. Circuit invalidated 

this portion of the NMB's Rail Merger Procedures and held that the 

NMB's investigation of representation matters nay be commenced only 

at the recpiest of employees in the applicable craft or class or by 

a labor organization acting on thoce employees' behalf. Id- at 

664-71. 
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That does not mean, however, tnat a c a r r i e r may now engage i n 

self-help to resolve representational questions following a merger 

of formerly separate r a i l r o a d s . "[Tjhe National Mediation Board 

has plenary a u t h o r i t y with respect to the impact of corporate 

mergers, acquisitions and consolidations on NMB representation 

c e r t i f i c a t i o n s . " Rail Merger Procedures. 17 N.M.B. at 48. Indeed, 

" a l l of the courts of appeals to have considered the issue .. . have 

held that the question whether a union's c e r t i f i c a t i o n survives [a] 

... mtrger i s a matter w i t h i n the exclusive j u r i s d i c t i o n of the 

NMB." Association of F l i g h t Attendants v. Delta A i r Lines. Inc., 

879 F.2d 906, 912 (D.C. Cir. 1989), CfiXt. denied. 494 U.S. 10*̂ 5 

(1990), c i t i n g I n t e r n a t i o n a l AssJ^n Ql Machinists L̂M Northeast 

A i r l i n e s . Inc.. 536 F.2d 975, 977 (1st Cir. 1976); A i r Line P i l o t s 

Ass'n V. Texas I n t ' l A i r l i n e s . I n c . . 656 F.2d 16, 23-24 (2d Cir. 

1981); I n t e r n a t i o n a l Bhd. of Teamsters v. Texas I n t ' l A i i l i n e s . 

InOx, 717 F.2d 157, 159 (5th Cir. 1983); Brotherhood of Ry. Clerks 

V. United A i r Lines. Inc.. 325 F.2d 576, 579-80 (6tn Cir. 1963); 

Air Line .•:mplQyees Ass'n v. Republic A i r l i n e s . Inc.. 798 F.2d 967, 

968-69 (7th Cir. 1986). 

Thus, a f t e r a merger, union c e r t i f i c a t i o n s can only be 

extinguished by an order of the NMB. Rail Mergar Procedures. 17 

N.M.B. at 47. Yet NS and CSX have proposed to extinguish URSA's 

c e r t i f i c a t i o n s without the NMB's involvement. The immediate e f f e c t 

of the Applicants' proposal to "coordinate" Conrail f i r s t - l i n e 

supervisors i n t o CSX's . nd NS's non-agreement supervisory workforce 

(e.g.. Application, Vol. 3A at 493; Vol. 3B at 367) would be ju. t 
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t h a t -- the extinguishment of URSA's c e r t i f i c a t i o n s to represent 

those emnloyees. CSX's proposal to place the mechanical 

supervisors represented by UR,=;A under an ARASA c o l l e c t i v e 

bargaininc agreement would have the same impact upon URSA'i.' 

c e r t i f i c a t i o n to represent that c r a f t or class of employees. Such 

actions rJ^.arly would v i o l a t e Section 2, Ninth of the RLA. 

The Applicants should not be permitted t o avoid the 

requirements of Section 2, Ninth through an override of URSA's 

c o l l e c t i v e bargaining agreements pursuant to 49 U.S.C. § 11321(a). 

Although t h a t provision grants the STB au t h o r i t y to override 

provisions of a c o l l e c t i v e bargaining agreement i n c e r t a i n 

narrowly-prescribed instances, " i t i s clear t h a t the [Board] may 

not modify a CBA [ c o l l e c t i v e bargaining agree.-nent] w i l l y - n i l l y . . . . 

The [ I n t e r s t a t e Commerce] Commission i t s e l f has stated t h a t i t may 

modify a c o l l e c t i v e bargaining agreement ... only as 'necessary' t o 

effectuate a covered transaction." RTFA V. United States, 98/ F.2d 

806, 814 (D.C. Cir. 1993) ( c i t a t i o n omicted). Presumably, NS and 

CSX had adequate time before seeking the Board's approval of the 

inst a n t t r a n s a c t i o n to assess the benefits and the costs of the 

tra n s a c t i o n w i t h f u l l knowledge of Conraii's p r e - e x i s t i n g legal 

obligations t o i t s unionized employees. The Applicants should not 

be permitted t o t o t a l l y disregard those legal o b l i g a t i o n s f o r the 

sake of administrative convenience. " [ P ] a r t i e s to contracts should 

not easily be relieved of obligacions v o l u n t a r i l y undertaken." CSX 

Corp. — Contr ^l — chessie Sv.-.tem. Inc. and Seaboard Coast Line 

Indus.. I n c . . 6 I.C.C. 2d 715, 749 (1990). 
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More importantly, however, the Board cannot al:jw the 

Appli.':ants to u t i l i z e t h i s s t a t u t o r y provision as a means of 

i n t e r f e r i n g with URSA's representational r i g h t s under the RLA, i n 

contravention of the NMB's exclusive j u r i s d i c t i o n . 

I I . IMPLEMENTATION OF THE APPLICANTS* PROPOSED 
OPERATING PLANS WOULD HAVE A DELETERIOUS IMPAv"'T 
UPON RAIL SAFETY. 

There i s ample evidence t h a t mergers of major r a i l c a r r i e r s 

create s i g n i f i c a n t new safety problems. Based upon the Applicant's 

proposed Operating Plans and the safety record of C5X, i t i s 

v i r t u a l l y c e r t a i n t h a t t h i s dangerous pattern w i l l be repeated 

here. 

The U.S. Department of Transportation's Federal Railroad 

Administration ("FRA") has i d e n t i f i e d several s p e c i f i c areas of 

safety concern that have arisen following the Burlington Northern -

Santa Fe and Union P a c i f i c - Southern P a c i f i c mergers, including 

t r a i n c o n t r o l systems, t r a i n i n g and q u a l i t y c o n t r o l at dispatch 

centers, t r a i n inspections and i d e n t i f i c a t i i n of hazardous 

materials, and hours of service f o r t r a i n crews. FRA 17-97, 

Aug. 21, 1997. 

In p a r t i c u l a r , Unicr P a c i f i c ("UP") iias experienced "a 

fundamental breakdown i n thv-» r a i l r o a d ' s a b i l i t y t o e f f e c t i v e l y 

implement basic r a i l r o a d operating procedures and practices 

essential to safe ra i l r o a o operations." FRA 19-97, Sept. 10, 1997. 

Last summer, there were three c o l l i s i o n s on the UP system, causing 

the death of seven individuals, including f i v e r a i l r o a d employees, 

and m i l l i o n s of d o l l a r s i n property damage. Two a d d i t i o n a l 
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c o l l i s i o n s followed. Moreover, since the beginning of the year, 

four UP train service employees lost their lives in yard switching 

accidents. FRA Summary, Union Pacific Railroad Safety Assurance 

Assessment, Sept. 10, 1997. 

As a result of these incidents, the FRA conducted a 

comprehensive safety inspection of UP in late August. The agency 

found several deficiencies resulting in significant safety hazards, 

including the following: ineffective crew u t i l i z a t i o n , ' «5ing 

crews to work longer nours with less off-duty time; inadequate 

supervision of employee performance; dispatching supervisors' 

unfamiliarity with the t e r r i t o r i e s of the dispatchers they 

supervise; dispatcher fatigue; dispatching conflicts; failure to 

comply vith operating rules; infrequency of safety job briefirgs; 

lack of employee training on new equipment; use of defec';ive 

eijuipment on trains; locomotive defects; inconsistent drug testing 

of train crews; lack of proper familiarization trips for locomotive 

engineers; and widespread harassment and intimidation of employees 

to not report defects and injuries. Id-; FRA 19-97, Sept. 10, 

1997. 

Given the aafety record of CSX, we can only expect the 

transaction proposed in the instant proceeding to have a similar 

impact upon public safety. Thus, a series of incidents this past 

summer led to a comprehensive FRA audit of the CSX system: a CSX 

c o l l i s i o n in West Virginia that caused one f a t a l i t y and other 

employee in j u r i e s ; a 34-car derailment in Florida resulting in a 

leak of hazardous materials and evacuation of local c i t i z e n s ; a 
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derailment of a CSX intermodal freight tram that then side-swiped 

a passing Amtrak passenger train in Virginia; the f a l l of a truck 

t r a i l e r from a flat car in Maryland; and a side-swipe c o l l i s i o n in 

I l l i n o i s that caused the derailment of a hazardous materials tank 

car, which then caught f i r e . FRA 25-97, Oct. 16, 1997. 

Bas«:d upon i t s audit, the FRA presented an extremely c r i t i c a l 

report to CSX Chairman John Snow. Id- ; Safety Assurance and 

Compliance Program Report for CSX Transportation, Inc., Executive 

Summary. The FRA found severe shortcomings in each of the 

functional areas of railroad operation. In the signals and train 

control area, FRA inspectors discovered poorly maintained pole 

lin e s , poor v i s i b i l i t y of wayside signals and grade-crossing 

licjhts, incorrect and incomplete c i r c u i t pJans, defective switches 

and insufficient training of signal employees. Id- at iv-v. 

Operational testing i s insufficient; crtw management inefficiencies 

result in extended duty days and inadequate rest periods; and 

employee injuries and r a i l equipment accidents are significantly 

under-reported. Id- at \'-vi. In the hazardous materials area, FRA 

agents uncovered instances in which defective tank cars were moved, 

hazardous cars were not properly placarded, and employees had not 

received sufficient training. Id- at v.-'. FRA track inspectors 

found overgrown vegetation, saturated subgrade and defective r a i l s 

on main tracks. Id- at v i i i . Locomotive inspections are 

inadequate and infrequent, and there i s a lack of quality control 

over outside contractors ^̂ ho load t r a i l e r s and containers. Id- at 

ix. Finally, the FRA found serious deficiencies in CSX's safety 
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culture. Train operations are emphasized over safety 

considerations, and employees who raise safety concerns face 

harassment and intimidation. Id. at ix-x. 

Tiie Applicants' own Operating Plans further indicate that the 

UP experience i s l i k e l y to be repeated here. For example, the 

Applicants have touted their plans to centralize dispatcher 

supervision (Application, Vol. 3A at 504-05; Vol. 3B at 376-77), 

plans that make supervisor unfamiliarity with the t e r r i t o r i e s of 

the dispatchers they supervise a greater likelihood. In addition, 

the Applicants intevd to increase seniority d i s t r i c t s for t r a i n 

crews, communications and signal employees and maintenance of way 

employees (Application, Vol. 3A at 486-88, 490-91, 493-94; Vol. 38 

at 357-58, 365-372), which w i l l mean that those employees w i l l 

work more frequently in unfamiliar territory and have to travel 

greater distances. Reductions in mairt-enance of way employment and 

in the number of shopcraft employees who maintain and repair 

locomotives and cars, (Applicants' Submission of 1995 Labor Impact 

Exhibit, CSX/NS-26) , without corresponding reductions in fleet 

s i z e , r a i l lines or t r a f f i c , i s certain to create maintenance 

deficiencies ar.d lead to the use of defective equipment. 

Accordingly, the proposed transaction would have a deleterious 

effect upon public safety in general and the safety of r a i l labor 

in particular. For this reason also, URSA opposes the instant 

application. 
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I I I . IV THE EVENT THAT THE PENDING APPLICATION IS 
AP.'EROVED, THI; BOARD SHOULD IMPOSE THE NEW YORK DOCK 
PROTECTIVE CONDITIONS AND LEAVE TO THE ARTICLE I , 
SECTION 4 PROCESS ISSUES P.EGARDINa THE CONTINUED 
APPLICABILITY OF CONRAIL COLLECTIVE BARGAINING 
AGREEMENTS. 

The Applicants have acknowledged that approval of the primary 

application i s subject to the employee protective conditions set 

forth in New York nock Railwav—Control—Brooklyn Eastern D i s t r i c t , 

360 I.C.C. 60, aff'd sub nom. Nev Vork Dock Ry. v. United States. 

609 F.2d 83 (2d Cir. 1979) and that related trackage rights, 

abandonments, and lease approvals are subject to th*. HflI."folK and 

Western. Oregon Short Line and MendQCinC—CiSaat conditions. 

Application, Vol. 1 at 25; Joint Verified Statement of Kenneth R. 

Peifer and Robert S. Spenski at 6, contained in Vol. 3A at 525 and 

Vol. 3B at 498. URSA respectfully requests that approval by the 

Board of the primary application be conditioned upon the standard 

New York Dock protections. 

Moreover, i t is well estaclished that Article I , Section 4 of 

the New York Dock conditions sets forth the required procedure for 

reaching an implementing agreement to effect a subject transaction. 

Thus, although the Applicants have set forth in Appendices A to 

their Operating Plans projected changes in collective bargaining 

agreements, any such changes would be subject to collective 

bargaining and ultimately arbitration pursuant to Articl e I , 

Section 4. Indeed, the Interstate Commerce Commission "g[a]ve 

arbitrators the prime responsibility for achieving a balance 

between collective bargaining rights and consolidation 
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e f f i c i e n c i e s " CSX Corp. — Control -- Chessie System. Inc. and 

Seaboard Coast Line Indus.. I n c . . 6 I.C.C. 2d a t n. 31. 

Accordingly, p r i o r t o the p a r t i e s ' exhaustion of the A r t i c l e 

I , <?ection 4 procedure, i t would be premature for the Board t o make 

any f i n d i n g s regarding the necessity of overriding any provisions 

of the Conrail c o l l e c t i v e bargaining agreements t o eff e c t u a t e t h i s 

covered t r a n s a c t i o n . 

CONCLUSION 

For a l l these reasons, URSA r e s p e c t f u l l y submits t h a t the 

instan t a p p l i c a t i o n should be denied. In the event t h a t the 

a p p l i c a t i o n i s approved, however, approval should be conditioned 

upon the New York Dock p r o t e c t i v e provisions. 

Respectfully submitted, 

Debra L. Willen 
GUERRIERI, EDMOND & CLAYMAN, P.C. 
1331 F Streset, N.W. 
Suite 40J 
Washington, D.C. 20004 
(202) 624-7400 

Counsel f o r the United Railway 
Supervisors Association 

Date: October 21, 1997 
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CERTIFICATE OF SiIRVICE 

I hereby certify that copies cf the foregoing Commtnts of tha 

United Railway Supervisors' Association were served this 21st day 

of October, 1997, by f i r s t - c l a s s mail, postage pre-paid, upon a l l 

partits of record in this proceeding. 

Debra L. Willen 
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NEFGO r7 

NORTHEAST OHIO FOUR COUNTY REGIONAL PLANNING & D E V E L O P M E N T ORGANIZATION 

969 Copley Road, Akron, Ohio 44320-2992 (330) 836-573^ • Fax (330) 836-7703 

Chnstopber Smeiles. Chairman Joseph Hadli 

October 21. I W 

Executive Director 

Hoiioiable " crnoii A VVillianis, Setiotr.r>' 
Surface Tran.iniirtation Board 
1025 K Street'. N VV 
Washiimt(Mi, D C 2042V()00I 

SUBJECT Finance Docket No .l.l.^SS, CSX Corporation and CSX Transj ortati6i i" l iK\ Norfolk 
Southern Cornoration and Norfolk Southern Railway Co -Control and Operating 
L» ase.s/.Aureeiiients-Coiirail Inc and Con.solidatcd Rail Corporation 

Dear Sccrttar\ Williams 

Enclo.sed for filmy in the above-captioned docket are the original and twenty-five (2̂ ^̂ ) copies uf a 
Request for Conditional Operating Rights for Ml- fRO Reg-onal Transit .\utHoritv (MR l A - l ) .Mso 
enclosed are a .v5-mch disk containing the text of this request in WordPerfect 0 1 format and 
certificate o» service 

Tnis submission is being made by the Northeast Ohio l our Countv Regional Planning ano 
Development Organization (NEKCO) as a party of record on behalf of METRO Regional Transit 
Authority (RTA)^ NEFCO is a regional council lepresenling Portage. Staik. Summit, and Wayne 
counties and their local governments in n M theast Ohio in the areas of economic and environmental 
planning NEFCO also SCIACS as a foriir. for regional issues such as tlie establishment of commuter 
rail The attached document requests trackage rights for a rail corridor that will directly alTect at least 
two of NEFCO's counties in making this req lest. MIH RO RT.-̂  is acting as an agent of one ot our 
member counties 

Copies of MRT.\-1 ire being ser\ed via first-class mail, postage prepaid on the Honorable Jacob 
Leventhal, counsel for Applicants, the L .S Secretary of iianspoitation, .Ml Parties of Record, the L S 
Attorney General I f you have any questions please contaci me at (VM)) S.lb-.̂ ?;? 1 I hank you 

Sincerely, 

SvKia R Chmn-l.e. y 
Economic Development Planner 

SRC rim 

Enclosures 

pc US Sect etar\ 'of Transportation 
Counsel for .Applicants 
All Parties of Record 
U S Aitorney General 
Hon Jacob Eevenih •! 

Cooperation and Coordination in Development Planning 
among the Unitsi or Government in Portage, Stark, Summit and Wayne Counties 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 33388 

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

-CONTROL AND OPERA flNG LE ASE/AGREEMENTS-
CONRAIL INC. AND CON!>OLIDATED RAIL CORPORATION 

NORTHEAST OHIO FOUR COUNTY REGIONAL PLANNING AND DEVELOPMENT 
ORGANIZATION 

on behalf of 

METRO REGIONAL TRANSIT AUTHORITY 
- O P I ; R A T I N G R I G H T S -

L I N F : S O F C O N S O L I D A H - D R A I L C O R P O R A T I O N 

REQUEST FOR CONDITION 

Syivia Chmn-Lcvy 
Economic Dcvclopnic i Planner and 1 itergovcrnmental 
Review Coordinator 
Norilicist Ohio Four Counly Regional Planning 
and tlevclopnient Org;ini/auon 
969 Copley Road 
Akron, Ohio 44320-2992 
(330) 836 57.5 1 
Filing on behalf of METRO Regional Transit Authority 
as a Parlieipant of Record 

Robert K. Pfaff 
General Manager, .Sccrctar>'-Trea.surcr 
METRO Regional Transit Auilioriiy 

!6 Kenmore Blvd. 
Akron, Ohio 44310 
(330) 762-7267 

Charles Zuml:ear 
Roetzel & .Ar.jress Co. 
75 East Market Street 
Akron, Ohio 44308 
(330) 376-2700 
Counsel 

LPA 

Dated: October 21, 1997 



B E F O R E T H E 

S U R F A C E T R A N S P O R T A T I O N B O A R D 

FINANCE DOCKET NO. 3338̂ , 

NORTHEAST OHIO FOUR COUNTY REGIONAL PLANNING AND DEVELOPMENT 
ORGANIZATION 

on belialf of 

METRO REGIONAL TRANSIT AUTHORH Y 

REQUEST FOR CONUITION.XL OPER.\TING RIGHTS 
fVjj^A//. l/rTffr> RFC.IONAL TR.ANSIT AUTHORITY 

The Northeast Ohio Fot r County Regional Planning and Development Organization 

("NEFCO") is a regional council of local govemmentai units in Portage, Stark, Summit, and 

Wayne Counties, Ohio, based at 969 Copley Rd., Akron. Ohio 44320-5731. and participant oi 

record in this proceeding. The METRO Regional Transit Authoritv ("METRO") operates a 

county-wide mass transit system transporting citi/ens of Summit County withm the Cleveland-

Akron-Lorain Consolidated Metropolitan Statistical Area ("CMSA") authorized by Ohio Revised 

Code section 306.31. METRO is a political subdivision of the state with all the powers of a 

corporation; its office location is at 416 Kenmore Boulevard. Akron, Ohio 44301-1099 and is 

served by NEFCO. 

METRO believes the proposed control and realignment of trackage operations in 

Northeast Ohio by CSX Corporation and CS.X Transportatijn, Inc. (collectively. "CSX ) and 

Norfolk Southern Corporation and Norfolk Southern Railway Company (collectively NS") will 

have serious impacts on future commuter rail operations in Ohio which could prohibit adequate 



public transportation absent conditions to amelioiafe this potential harm. Therefore. METRO 

opposes the merger-acquisition of the C'-.isolidaied Railway Corporation ('Conrail") by CSX 

and NS without a condition'for commuter rail operating rights on what is curiently the Conrail 

mainline connecting Cleve'-'nd and Hud.son, Ohio. 

METRO has been actively pursuing a commuter rail transportatir ̂  system to link the 

cities of Canton, Akron, and Cleveland ("CAC corridor") in Ohio. The Ohio Department of 

Transportation ("ODOT") initially recognized the potential for economic growth and business 

development through the construction of a commuter rail system in the C.\C corridor.' 

Paralleling the State's policy statement, a .study conducted by URS ir. 995 identified th.' Conrail 

mainline connecting Hudson and Cleveland' as the "favor|edl" alternative rail line to connect 

the cities of Akron and Cleveland. Again in January 1997, ODOT recognized commuter rail 

service in its Major Investment Study ("MIS") of Interstate 1-77. affirming commuter -ail service 

as a component̂  of the "preferred alternative" to reduce traffic congestion on 1-77 betw ;en 

Canton and Akron.* 

Extensive resources are already invested in the CAC corridor; the Hudson to Ceveland 

mainline is a key component to completing this project. Cooperating agencies have spent or 

^MP-TRO is relying upon liiurd DCCJMOII NO. .̂ 3. bcucd Scpienilicr 17. l'W7. whicli |)r(>\kl.'d a waut-r nt'tlie toriiial responsive 
application process lor coniimiler rail systems cuncnily operating MliTRO requests thai ilie Bi: irtl oiler instruction as to what intornia'ion must 
he suhiiiilted to grant eondilioiial o[)eraimg rights tor potential commuter rail openi:ions 

^State Policy Statement on Commuter Rail. Excerpi fro.n: ACCESS OHIO. OHIO MUl.Tl MODAL STATi; TRANSl'ORTATIO.N 
PLAN TO Till-: VI AR :(i:o. Ohio Depanment ol Transponathm, Ocioher IW.l. p : i 

^SC'ATS'MI-TRO RTA AKRON tiRL.MLR Cl.LVLLAND RI A Alleriutue Iniplenientation Report CaMonAkron t'leveland sia 
Kent, \vVkl-i;. conducted hy I'RS Consultant,. October I W . p. 3-28. "In the context ol the project ohjectives, . comparison of technical 
characteristics la\ots the selection of the route nu Hudson lor further consideration of Canton-Akron ('le^ eland commuter rail demonslratio. 
sersice " (emphasis added) See also. I'RS Stu.ly. Figure 1. Route Via Hudson (CR.'CSX). 

•'See. n !n additional to the development ot a conunuter rail sy stem, the MIS repon reco imeiided the addition ol a general purpose 
lane hemg .idded to 1-77 in each direction. 

•'Sec. InlerM.ile 77 C oiridor M.ijoi Imeslii ni Sr...!\ Si.uk Sun.niit Counties " Ohio Depanment .il Transponation. Office of 
Plann. ii;. prej'ared Jaiui.os 9. 1W7, p ."iO. 



appropriated $10,726,627" for the development cf commuter rail service. In addition, the 

Nonheast Ohio Areavs-de C.-J.uinating Agency\"NOACA") was appropriated approximately 

$1.5 million io conduc' the Northeast Ohio Commuter Rail Feasibility Study in ISTFiA.'' Tl ere 

is currentl: i proj-uscd allocaiiop of $2.0 million pending in Congress for an MIS to study the 

impact of ccmmuter rail, specifically in the CAC corridor. 

One of the proposed regional commuter rail .outes in Northeast Ohio would operate on 

what is currently the Conrail mainline. METRO'S working relationship with Conrail will be 

dissolved as a result of the acquisition. Accoru'ng to the proposed realignment, NS will have 

ownership rights to this trackage. NS has been responsive to the invitr.i-)n for dialogue 

conjcrning tlie use of this line lor passenger service however, in ĥ W of the magnitude and 

lunds invested in this project, the absence of guaranteed Conditional Operating Rights would 

jeopardize ti.e etficient implementation and operation of commuter rail in Northeast Ohio. 

'"'•'ederal Highway .\dministratioii s Surtace Transponation Program ("ITIWA .STP") 
l-reedoni Secondary and 
Akron Secondary Pur.liase I'lice 

CSX (Sandyville Local) 
Purchase Allocation 

Other l-ederal Approp. 
I'or Sandyville Rehab. 

1IIWA STP (AMATS) $ .517.475 

1 IIWA • TP (ODOT) 394.297 

! HWA STP (ODOT) 76,2(K) 

METRO 71,(.5S 

S'jt> Total S l,059.().W 

ITIWA STP (SCATS) $ 1 ,(XK).IKK1 

I T A Sec. 5.309 992,5(X) 

Sub-Total $ 1,'>92.5(X) 

HV % Sec .5309 $ 4,198.'"7 

I^V 97 Sec , 5 309 3,475,5X0 

Sub-Total $ 7,(i74,497 

lo td $10,726,627 

'N()AC..sistlK-Mclropv.lii.oilM. •.ninj()!g.ini/ation( "Ml'0 W>upomonsotCu>ahoga, Mediiu '.orain. Lake. ...d Geauga Counties 

"̂ l.iter iiuKlal Surta.c I r oisponation Ltliciencv Act ot 1991. Publ. L No 102-240 (ccKlilied as amended at 49 U S C. Section 1601 

et seq > 

'see, Fiscal Yea.- (I'Vi 1998 Trans, .nation Approprunons Act. II R. 2169, 105th Coneress., 1997) (recently passed as a cor.lerence 

aeresmeiu bv the House and Scn.'ie on Octotx'r 9, 1997). 



WHEREFORE, NEFCO, representing its members' interests, on behalf of METRO 

Regional Transit Authority respectfully submits this request for conditional operating rights as 

a condition precedent to the acquisition's approval in this proceeding. 

Respectfully Submitted, 

Sylvia Chinn-Levy Charles Zumkehr 
Economic Planner and Intergovernmental Roetzel & Andress Co. LPA 
Review Coordinator 75 East Marke. Street 
Northeast Ohio Four County Regional Panning Akron, Ohio 44308 
and Development Organization (330) 376-2700 
969 Copley" Road Counsel 
Akron, Ohio 41320-2992 
(330) 836-5731 
Filing on behaif of METRO Regional Transit Authority 
as a Participan: of Record 

Robert K. Pfaff 
General Manager, Secretary-Treasurer 
METRO Regional Transit Authority 
416 Kenmore Blvd. 
Akron, Ohio 44310 
(330) 762-7267 

Dated: October 21, 1997 
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Congress oi ttje Unitcli t̂atrs 
.incuse ot 'l̂ eprrgmtatibes 
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APPROPHIATIONS 

t J»eO*iM. > t r , s 

CHiJ*M*N. INTEfllOB 

rRASSPOBTATION 

CO»«MtK(.t. i l A i e . JUSTICI 

Octobe- 14. 1997 

Mr. Robert K Pfaff 
General Manager, Secretury-Treasurcr 
MHl RO Regional Transit Authority 
'',16 Ker.nioit Blvd. 
Akron, Ohio -t4301 

Dear Mr. Pfaff: 

I believe the implementation of a passenger rail system in the Canton-.\kron-Clcve!and corridor 
IS vnal to the <oi unued economic development of the region This passenger rail syst'-m will 
mprove t.he mobility of people in the region and provide a viable alternative lo .mtomobile 

usage. Tlie rail corridor parallels areas of Interstate 77 that, according to the Ohio Depanmenl of 
1 ransportation, has reached unacceptable congestion levels. By using am allern itive mode of 
transportation, the need for additional highway infrastructure could be reduced. 

We understand that METRO purchascc', or is aliempling to purchase, .learly forty miles of 
track 'ge with lederal transportation fu'ids. I his purchase has preserved this vital transportation 
infrastructure for future development and transit use. 

Ill order lo protect the public investment in these rail righis-or w ^y, I support .Mb 1 RO s efforts 
lo secure operatiiig rights in tlie Conrail mainline between Hudson and Cleveland I f this 
condition is not jianted in the merger on Conrail with Norfolk-Sviulhcm and CSX, passenger rail 
service in Nonheast Ohio muy never become a reality. 

Thank > ou for your leadership in this effort. With best wishes, i am 

! incerelv 

Ralph 
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OHIO DEPARTMENT OF TRANSPORTATION 
CENTRAL OFFICF:, 25 S. FROI^ STREET. RO. Box 899, COLUMBUS. OHIO 43216-0899 

Oaober 17, 1997 

Mr Vei non Williams 
Secretary to the Board 
Surfac e Traasportauon Board 
1925 K ^creet. N.W 
Washington. D.C. 20423-0001 

R£- Finance Docket No. 33388 

Dear Mr. Williams: 

The Ohio Departmer* of Transportation supports the petition of METRO Regional Transit 
AL tliority of Akron. Ohio to set-ure operating righf: on the Conrail mainline between Hudson and 
Cle''eland. Ohio. This petition is filed in response to the Surface Transportation Board's review of 
the Coniail merger with CSX and Norfolk Southern. 

The METRO Regional Transit Authority currently owns more than fifteen miles of trackage and is 
negotiating v\it}i CSX to purchase another rwentv -one miles. Federal Transit .administration (FTA) 
funds were used for these purchases. These expenditures have preserved raiJ infrastructures for 
future development and commuter rail service use. 

U'e believe the implementation of a passenger rail system in the Canton-.Akron-CIevehnd (C.AC) 
comdor is vital to the continued economic devr.jpment of the region TTie C.'\C corridor, 
specifically the Coarail segment, is crucial to the implementation of a passenger rail system m 
Nonheast Oi io This system will provide a \iable altciTiative lo the automobile while impro%'ing 
the mobility of people in he region. This rail lineparallelsareasof Inier<rtate77 which is considered 
one of the most congested corridors in the state. By using this alternative mode of transportation, 
the need for additional h.ghwaj infrastruct ire could be reduced 

Respectfully. 

ra>-
Director 

JW:llf 

c: Robert Pfaff. METRO 

An Fniu) OnnorlTinilv Fmnlov^r 
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(AMATS AKRO.N METROPOLITAN AREA TRANSPORTATION STUDY 
806 CitiCentei , 14fi South High .Street / Akron, OH 44308-142 3 
(330) 375-24.3b FAX (330) 375-2275 

October 14, 1997 

Mr. Robert K. P f a f f 
General Manager 
METRO Regional Transit A a t h o r i t y 
416 Kenmore Boulevard 
Akron, Ohio 44301 

Dear Mr. Pf a f f 

The Akron Metropolitan Area Transportation Study (or AMATS) i s 
the M e t r o p o l i t a n Planning Organization responsible t o r regi o n a l 
t r a n s p o r t a t i o n planning i n Sununil and Portage Counties and 
por t i o n s of Wayne County i n Ohio. The purpose of t h i s l e t t e r i s 
to respond t o your request f o r an AMATS l e t t e r of support f o r the 
implementation of a passenger r a i l c o r r i d o r l i n k i n g Canton, AJcron 
and Cleveland i n northija.st Ohio. 

As vou know, the AMATS Policy Committee has supported various 
r a i l preservation projects i n northeast Ohio i n the past. These 
p r o j e c t s include-

1. Freedom Secondary and 
Akron S-icondary Purchases - $ 1,059,630 

2. CSX (Sandyville I,ocal) Purchase - 1,992,500 
3. Sandyville Local Rehab - 71674,497 

TOTAL - $10,726,627 

Furthermore, the AMATb t^olicy Committee o f f i c i a l l y endorsed the 
concept of Ce-nton-Akron-Cleveland (Or CAC) passenger r a i l service 
. i t t h e i r meeting on January 22, 1997. At t h i s meeting, t.ie 
Policy committee amended the AMATS Statement of Long Range Public 
Transportation Needs f o r the CAC pr o j e c t and indicated t h a t the 
most probable alignment f o r t h i s service (pending the completion 
of a Major Investment Study) includes the CSX (Sandyville Local) 
trackage between Canton and Akron, the Summit County Port 
A u t h o r i t y trackage between Akron and Hudson, and CONRAIL trackage 
between Hudson and Cleveland. 

Coop€r4i iv« t f inspor ta i ion pUnrimg by the V i l i igc . City *nd County gove 'nmen i i of Portage and Summit Countie»,and t^c Chippewa 
Township i r e * o* W i y n e CouPiy; m conjunct ion ¥,ith the U S Depa.'iTiert oi Tfansportanor Fede ' i l H.gh»*iv AdrnTu t ra t ion , 
federal Tf j n i i i Admmntra t ion , and the Ohio Department of T' 'an*po''t it ion 



g e t -14.-97 0 1 : 0 9 P a m a t s 3 3 0 - 3 7 5 - ^ 2 7 5 P . 03 

Mr. Robert K. P f a f f 
October 14, 1997 
Page 2 

In conformance wit h the AMATS Policy Committee's a c t i o n on 
January 22, 1997, the S t a f f supports METRO'S e f f o r t s t o secure 
operating r i g h t s on che CONRAIL mainline between Hud' -̂ n and 
Cleveland. I f t h i s c o n d i t i i n i s not granted i n the c u i s i t i o n 
of CONRAIL by Norf.olk Southern and CSX, i t may never be possible 
t o implement passenger r a i l service between Canton, Akron and 
Cleveland. 

I f you have any questions regarding t h i s l e t t e r of support, 
please contact me or B i l l Murphy at 330-375-2436. 

Yours t r u l y , 

Kenneth A. Hanson, P.E. 
Technical D i r e c t o r 

KAH:Imw 

cc: Mr. Murphy 
Mr. Schafer, ODOT D i s t r i c t 4 
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1600 GATEWAY BLVD. SE CANTON, OHIO 44707 
PHONE: (330) 454-6132 FAX: (3:0) 454-5476 

October 12, 1997 

Mr. Robert K. Pfaff, General .Manager, Secretary-Treasurer 
METRO Regional Transit Authority 
416 Kenmore Blvd. 
Akron, OH 44301 

Dear Mr. Pfaff: 

We believe the implementation of a passenger rail system in the Caiiton-.\jaon-Cleveland 
corridor is vital to the continued economic development of the region, 'litis passenger rail 
sy.stem uill improve the mobility of people in the region and provide d viable alternative to 
automobile usage; this rail corridor parallels areas of Interstate 77 thai, accordmg to the Ohio 
Department of Transportation, has reached unacceptable congestion levels. By using an 
i!ltem?tive mode of transportation, the need for a 'ditional highway infirastructure could be 
reduced. 

We understand that METRO purchased or ii attempting to purchase nearly forty miles of 
trackage with federal transportation funds. This purchase has preserved this vital transportation 
infrastructiire for ture development and transit use. 

In order to protect the public invesimcnt in these rail rights-of-way, we support METRO'S efforts 
to secure operating rights in the Conrail mainline between Hudson and Cleveland. If thi.-: 
condition is not granted in the merger on Conrail with Northfolk-Southem and CSX, passenger 
rail .service in Northeast Ohio may never become a reality. 

If you have any questions, please feel from to contact our offices. 

Sincerely, 

^ — - , 

Sharon Kasunic E s l i c h 
Executive D i r e c t o r 
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October 12. 1997 

Mr Robert K P f a f f , G«ieraJ Manager, Secretar>-TreasiJrer 
METRO Regional Transit Authority 
416 Kenmore Blvd 
Akron, Ot^o 4i 

Dear Mr./P£ 

I b^ehhe implementation of a passenger rail system in the Canton-Akron-CIeve!=uid comdor is 
vital to Ike continued economic development of this region The passenaei rail svstem will 
miprove the mobility of people in the region and provide a viable altemadve to automobile usâ e 
This rail comdo. parallds sô ne areas of Interstate 77 which has reached unacceptable conaestfon 
levels accordmg to the Ohio Department o f ransportation. With an alternative mode of 
transportation, the need for additional high\̂ ay infrastmcrure could be reduced. 

It is my understanding that METRO purchased, or is anempting to purchase nearly forty miles of 
t ack with federal transportation ̂ mds This purchase has maintained this v.tal t r ^ s p o " 
infrastructure for future development and transit use. 

LTwe ' H"^ ' "^ ' ' ' T r V "^^"^ '^^""^ °P^^^ '̂"g "g^^^ ĥe Conrail mainline 
t " !u r " ^ ' t ; ' " " ""^''^ "^^ "^^''^ ĥe merger on Conrail with 
Norfolk-Souhem and CSX, passenger rail service in Northeast Ohio may never become a reality. 

Sipcerely, 

TLVI DAVIS 
EXECUTIVE 

TDkp 

orrict or rxcco iivt 

<}3Vi 6<tj.?',iu hAy- '7?n: x/it •>:,•,•, 
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City of Stow 
3760 Dmrovw Road • Stow. Ohio 44224 • Phone (330) 688 8206 

October 9, 1997 , , . , ^ 
-L'onutil Coufhlin, IllaifO' 

Mr. Robert K. P f a f f , General Manager, Secretary-Treasurer 
METRO Regional Transit Authority 
416 Kenmore Boulevara 
A.kron, Ohio 44301 

Dear Mr. Pf a f f : 

I believe the implementation of a passenger r a i l system i n the 
Canton-Akron-Cleveland c o r r i d o r i s v i t a l t o the continued 
economic developmeiit of the region. This passenger r a i l system 
w i l l improve the m o b i l i t y of people i n the region and provide a 
viable a l t e r n a t i v e t o automobile usage; t h i s ic^^ 1 --orridor 
p a r a l l e l ? areas of I n t e r s t a t e 77 th a t , according to the Ohio 
Department of Transportation, has reached unacceptable congestion 
l e v e l s . By using an a l t e r n a t i v e mode of tran s p o r t a t i o n , the need 
fo r a d d i t i o n a l highway i n f r a s t r u c t u r e couid be reduced. 

I understand that METRO purchased or i s attempting to purcha.se 
nearly f o r t y miles of trackage w i t h federal t r a n s p o r t a t i o n funds. 
This purchase has preserved t h i s v i t a l t r a n s p o r t a t i o n 
i n f r a s t r u c t u r e f o r future development a:-'d t r a n s i t use. 

In order to protect the public investirent i n these r a i l r i g h t - o f -
way, I support METRO'S e f f o r t s to secure operating r i g h t s i n the 
Conrail mainline between Hudson and Cleveland. I f t h i s condition 
i s not granted i n the merger on Conrail with Northfolk-Southern 
and CSX, passenger r a i l service i n Northeast Ohio may never 
become a r e a l i t y . 

I grew up outside New York City and the safest and most r e l i a b l e 
means of t r a n s p o r t a t i o n was e i t h e r bus or r a i l , both public mass-
tra n s p o r t a t i o n systems. As the population of northeast Ohio 
grows, we must be prepared to o f f e r the entangled motorist, an 
altiernaLe, safe metfiod of t r a v e l to and from work and t h i s i s 
commuter r a i l service. 

I f u l l y support METRO'S e f f o r t s to gain operating r i g h t s on the 
Conrail mainline. 

Sincerely,, 

Donald J. Coughlin 
Mayor of Stow 

i' I f U 
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.MACEDONIA, 
I S u m m i ! C o u n t y j 

The Right Time. 7/7^ Right Place 
ijfa9y Valley View Kodd • M.Kedonid unio .i.VJbb 

21(1 468-1300 
FAX 2.6 / 468-3758 

Office Of Tfie li/laycr 
Joseph Migliorini. inayoi 

October !0, 1997 
OCT I 4 1997 

Mr. Robert K. Pfaff, (Jciienil Manager, Secretary-Treasurer 
MI-TRO Regional Transit Aiitliorify 
4U) Koiiiiiori' Blvd. 
Akron. OH 44.M)1 

Dear Mr. Pfaff: 

Wc beli"ve the iniplenientation oi a passenger n i l system in the Canton-Akron-CIeveland 
corridor is vital to the continued eciMioinic development of the region, l l i is passenger rail system 
vvill improve tho mobility cf people in the region and provide a viable alternative to automobile 
usage; this rail corridor parallels areas of Interstat-' 77 that, according to the Ohio Department 
of TK.*> 'xirtatioii. lias reached unacceptable congestion levels. By using an alternative iiiocie of 
transportation, ilie need for adilitioiial highway infrastnicture could be reduced. 

We iiti'lerstand that MI ' I'RO piircliasoit or is attempting lo piircha.se nearly forty miles of 
trackage wnii federal tn.nsfxirtation funds. Iliis purchase has preserved this vital transportation 
intnistnicti re for iiitiire developineiit and transit use. 

In order to protect ilu- public investment in these rail rights-of-way, we siipfx>n MlTI RO's efforts 
to secure ofxTating rights in the t'oiirail iiiaiiiliiie Ivtween Hudson and Cleveland. If this 
condition is luit granted in the merger on ( onrail with Northtolk-Soiitheni and CSX, passenger 
rail .serv ice in Northeast Ohio may never Kvonie a reality. 

If y' HI have any questions, please t'cel free to contact our offices. 

) 
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October 12,1997 

Mr. Robert K. Pfaff, General Manager, Secretary-Treasurer 
METRO Regional Transit Authority 
416 Kenmore Blvd. 
Akron, OH 44301 

Dear Mr, Pfaff: 

We believe the implementation ?. passenger rail system in the Canto" - Mcron-CIeveland 
corridor is vital to the continued economic development of the region. This passenger rail 
system will improve the mobility of people in the region and provide a viable alternative to 
automobile usage; this rail corridor parallels areas of Interstate 77 that, according to the Ohio 
Department of Transportation, has reached unacceptable congestion levels. By using an 
alternative mode of transportation, the need for additional highway infrastructure could be 
reduced. 

We understand that METRO purchased or is attempting to ptirchase nearly fort>' miles of 
trackage with federal transportation funds. This purchase has preserved this vital transportation 
infrastructure for future development and transit use. 

In order to protect the public investment in these rail rights-of-way, we support METRO'S efforts 
to secure operating rights in the Conrail mainline between H'adson and Cleveland. If this 
condition is not granted in tho merger on Conrail with Northfolk-Southem and CSX, passenger 
rail service in Northeast Ohio m?" never become a reality. 

If you have any questions, please feel from to contact our offices, 

Signature 
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I hereby certify that on the 2 Ist dav of October, 1997. I served a copy of the Request for 
Conditional Operating Rights for The ME FRO Regional Transit Authority by first class mail, 
postage prepaid, upon 

Richard .\ .Allen, Fsq 
Zuckert, Scoutt & Rasjiiberger, LLP 
888 Seventeenth Street. N W Suite 600 
Washington, D C 20006-.V)39 

Adniini.strative Law Judge Jacob I ev enthal 
Federal f.nergy Regulatory Coiiiniission 
888 First Street, NE. Suite i IF 
Wa.shington. D C 20004-1202 

Paul .\ Cunningham. Esq 
Markins Cunningham 
I KK) 19th Street, N W , Suite oOO 
Washington, D C 20002 

Dennis G Lyons 
Arnold & Porter 
555 12th St NW 
Washington, D C 20004-1202 

Janet Reno 
U S Attorney General 
I ' S Dept of Justice 
Tenth St and Con.stitution Ave NW 
Washington. D C 205.10 

Rodney Slater 
Secreta .y of Transportation 
U S Dept of Tnu sportation 
400 Seventh St SW 
Washington. D C 20590 

Samuel M Sipe, Jr, Esq 
Steptoe and Johnson LLP 
l.vlO Connecticut Avenue, NW 
Washington, DC 200.16-1795 

and upon all other Parties of Record in this proceeding 

^ 
Sylv â R Chinn-Levy 
Northeast Ohio Four County Regional Planning 
and Development Organization 
969 Coplev Road 
Akron. OH 44320 
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OUANTUM RESEARCH CORPORATION 

7 {| V\iM()nsin A\cnur • SuiU> 4(H)VV • Bethesila, MD J()HI4- 52(IJ 
I un ! ()'>7- {()70 • ( ( ! f).S7-3«()2 • httpy/wvvw.qrc.com 

(viobcr 21. 1997 

Hon V..'mon .A. W lUianis 
Scvicuiry 
Surtace I ransportation Board 
192.̂  K Street NW. Suite 700 
Washington, IX' J()4:.l-()0()l 

RL: Finance IXvkct No. .̂ V̂ SS 
CS.\ C orpiifation and CSX Transp'.rtation. inc. 
Noifoik Southern C orporation and Norfolk 
Soiitlieni Railway Company - Control 
and Operating Leases/Agreements - Conrail. Inc. 
and Consolidated Rail Corporation 

Dear Secretary \\ iiluuns; 

F:nclosed for tiling in tho above captioned proceeding are an original and twenty-five copies of 
Indiana Pon Commis>;or"s Request for Conditions. The submission is marked IPC-2. 

C opies of this lPC-2 have been served by first ela-s mail, postage prepaid on all designated 
parties oCreeoid in ihis proceeding. 

.A computer diskette containing the text of this tiling, in M i c r o f t Word 97 is ;ilso enclo.sed. 

Respecttiillv subm'ttcd. 

r 
Dav id (.i. /Abraham 
Registered Representative tor 
Indiana Port Coiiiiiiission 

eiieiosures 
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SI RI \ ( I I RANSPOR I A l lON HOARD 

Finance Docket No. .l.l.lSiS 

CSX(ORPOR ATION ANDCSTT.iANSPORTATION. 1 r . 
NORlOl K S O n n i RN ( OR?ORArON AND 

NORIOI K SOL I HI RN RAII V\ A> t O.vlPAN^ 
- CONTROI AND ()PLR.\ r iN(i LEASES A(iRl EMENTS -

CONRAII 1N( . ANiM ONSOLIDATED RAIL ( ORPOR.ATION 

INDIANA P(,)R1 COMMISSION 
Rl Ol LST FOR CONDI I IONS 

Hv: ill ( i . Ahiaham 
Oiui'iUim Reseaieii ( oiporalion 
7.115 \\ iscimsin .\venuc. "400\\ 

Bethesda. Maryland 20SI4 
(.101 )6.̂ -̂.1070 

Date: October : i . i'M)^ CCI • l*H V/ 
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SI RI \( 1 IRANSPOU I AIION HOARD 

I iiianee Docket No. .Vl.lSS 

CS.X ("ORI'ORAIION AND ( S I IRANSPOR l A f l O N . IN( . 
NORFOLK S 0 L ; T H E R N CORPORA ION AND 

NORIOI K S O r m i RN RAlI WA^• (OMPAN^ 
-CONIROI ANDOP! RAI INd I I AS! S A(d<l ! M ! N IS 

(ONRAII INC .. ANI)(()NS()I IDAf l D RAM (ORPORA I ION 

INDIANA POR I ( OMMISSiON 
RI Ql I SI IOR (ONDI 1 IONS 

I am David ( i . Abraham, a \ ice President ofOuantuni Research Corporation. I^-thesda. 

Marvland and iong-lime piv .tilionev before I ederal l iansponauon agencie-- In liiis 

mailer. I ivpiesent liuiiaiia Port ( omii.ission (IP( ). Iiuhaiiapohs. Indiana iii whose behalf 

ihis sialemeiii is suhniitted. 

HA( KCd^Ol ND 

IIH • IS an aiieiiev of and in the State o'' Imiiana created to promoie the agricultural, 

indusinal and commercial developmeni of the stale and lo provide tor the ueneial welfare 

bv the eoiistiuetion and operation, in eoi>peration with the 1 ederal (lOveinmeiit, or 

iMherw ise. ot a modern |iort on I .ike Michigan ami or the Ohio River, and or the W abash 

River, with lernunal tacililies. lo .leeommodale waiei. rail, iriiek and airb<irne 

ti.insportatioii. l he Indiana Port i.omm;; sion i-< empowered . to construct maintain, 

and operate public ports with lermmal facilities and traflle exeh.mge pomis toi all forms 

of tnuisportutioii..." lemphasis suppliedi < Statutes of Indiana. Article 10. Pons). 

Pauc 1 
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Indiana Port ( ommissioii ports are I'le ne\\est state-w ide port system in the Lmted States. 

It ciMiiprises the iniernalioi';il port on I ake Mkhiuan and two Ohio River ports located 

aeiosN trom I ouis\ille. Kentiiekv aiul lusi west ot 1 v.insville. Iiidi:iiia. l ederal. stale and 

local governments have iiue^leil mi>re than M M) million in these ports. In .iddilion 'he 

private sect .• has invesied aboul Sill e.ich public dollar • ueh. mat well m excess of 

^1.1 billion of |irivate capital h.is been mvestetl m f:.eililies ',>eaied at the three public 

ports. 

I hese pi>r!> ha\e become a erilie.'! asset to Indiana's and siiiToiindiiig slates' economic 

and iransponalion ba^c. Auncultiire. nimiiig .ind maiuilactiirii",g industries, including 

large ci>mponents ot the verv highly iu>rtherii Indiana c^inceiilrated sleel mdustrv. h.ive 

come to relv tor their v erv existence, and tor their economic v labilitv. on this slale-of-tlie-

ari port mfrastiuetiire. I or 1 '̂95. the last year tor winch ihesc dat.i arc available, the 

economu- impact ot Indiana's public ports as measureii m a eomprehensiv e study bv the 

( enier lor Lrban Policy and the ! nv iionmeiil. School of Public and I m ironmental 

.Affairs. Indiana I niversiiv. was S.'̂ N" million and 5,"~0 well-paying jobs. ,\lso. these 

[torts ciiniributed iiu)re than SI2 million in state and local taxes. 

Heginmng in 1969. IPC eoiistrueted its Inteniational Pon of lndi:in;i. eommonlv kiiow .i .is 

Hums Ih.rboi. located al Portage. Porter C ouinv. on the suLiiiieas'.oni sluue ot I ake 

Michig.m. Siiue then, this vibrant aiul verv acloe pon has hcen expandeii ,ind 

nuHlenii/ed numerous limes such ih.il im csimenl its |iori tacililies and mtiasiruclurc. 

exclusive of capital expenditures bv pnvate sectoi pon leiiaiils aiul users, have exceeded 

> ) million. I enants aiul other pon users lui>e iiuesied S6(i() million m their pon-localed 

tacililies .uul sovei.il .iddition.il large tenant mv est.iients are m progress. Ol'ihe economic 

inip.icts noted before, lhe Inteni.ilional P(Mt accounted tor S409 million and ""v"".!!) n)bs. 

I he poll's revenues exceeded SJ.'̂  million. 

For years traffic growth al the International Pon was iihibited bv ' ick (if reliable, 

eoirpeliiivelv-priced railroad serv ices 1 his siuuitmn was caused bv the single carrier 

Pane : 
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access, repiesenled by Conraii's exclusive t'ranchisc. a cariei which does not possess 

adequate "r.i'.Tchange facilii "s wuh most of the western railroads in the Chicago lerniiiial 

area, ' his si uatioii v\.is cured when ve.u's of iKgolialions tlnallv resulted in 1991 ni 

( onraiis agreement to penn it its maiori v-ow net! leniiinal and su itch carrier. Indiana 

Harbor Hell Railid.,d (IIIH). lo access lhe pon luer ( >nn':!"s mainline and sw itch .ii lhe 

pon. Since then. IHH and (onrail i ave prmided valuable railroad erv ices which saw 

traftic to increase verv substantiallv ,n everv year. During the port's open sailing seasim 

- w hen the St. Law rence Se.iwav Locks are mopeiab. • during the w inter monilis. port 

mlernuHlal traffic is limited to inter and mlra-l.ike b.'-̂ .,.- nuw emenis an av erage ot two 

' switches are peiformet' each v\orkilav hi sum. not onlv is provision of r.iilroad 

services by both franchiseil r.iilma(.ls i.leemei.1 to be impvialive. 1 ut priv.iie sector 

nr. estmenis made during the lasi seve' 'I vears aiul all ;in •• planned or presentlv m 

progress depend on these serv ices for their on-going a.id tiiture v lability. I he 1.110 

persons emploved al the IntL'i-atioiu 1 Pori (.iepeiut direellv or indir.'cllv on the coiu:nut.d. 

umnierriipted availabilitv tif these lailroail services, 

IIH 's Si'i ( II l( IN 11 RI SI S .uui ( ()N( I RNS 

.\s ,,i>led before, IIH is charged hv Indiana statute, among other duties, w ith the 

development and operation of intermodal transponation facilities. In thi. coiUexi the 

availabilitv i»f iransî ortalu>n services by water, hig'iwav .uul railroad is. tibviouslv. a 

eniical coiieein. liegardiiiu each ol'tiiese tr.inspon nodes, in particular railroads, specific 

issues are adequacv iif serv ice. qualilv oi \ jrv ae and price. Adequacv and qualitv of 

serv ice are largelv svnon\moiis I hev include tiequenev ot service, responsiveness to 

shippers ,iiui consignees needs including car suppiv. switelimg services, .uul protection of 

ladings against l,>ss and d.image iransii nmes a.ui ongm.iting or lermin.ilmg earners' 

abilitv to mtep'hangc iraffie. where needeii. with not les> efficient eoiineelions so lhal 

origin-Ui-destm.i.ion tninsjiortalioii is perloniied et'fieiendv and eo' i-efteeti\elv. 

Similarlv. pricing is alwavs a enlicil issue, espeeuillv when iransportalion costs represent 

a lelativelv large sh.ue ot'delivered pntduei or eonimodiiv costs, .uu! shippers or 
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consignees compeie wuh vciidoi; m locations more advan.tageous vO their markets and or 

areas with lower costs. 

All of these and many other matters arc of great ci>neeni to IIH and its eonstitueiicv ot 

pon users. All of these matters arc believed to be "m plav" in the propos-d transaction. 

A case in point is IIH s expenence w ith greatly inadequate railroad serv ices at its 

Inli'niational Por' w hen, for vears. ( onrail was the onlv railroad serv ing this port. 

Industrial and traffic development was impeded due to Conrail s nu)silv uiisatisfacuirv 

pi( vi>ion of scrvi.;es along with non-competitive nncing; shippers were leluciaiit io 

invest in rail tiMiisponation-depeiutent faeililies Ihis economic pn>giess-inhibitiiig 

silualion was not euied or ev en aiiielioraiod until C onrail. afier years of pnHlding .uul 

t-.e^itialions. finallv agreed to pcnii'; its majorilv-owiied subsidui'v indiana Harbor Belt 

Railixiad (IHB) to access the port. I his event resulteil m a significanl and ahnosi 

immediate Micrcase m both inbound and outbound mil tral'fic with considerable benefits 

to the railioads. the pon coi.iniuiiitv and manv other affected parties. 

Below wc shall atldrcss our specific ser\ lee-relaled concenis. We will also deal w ith 

other principal concerns, penainiiig lo the iulure of IIIH; the vital serv ices it pnnides lo 

numerous parties as an ongmaimg and lerm'nalmg raihoad and verv miponanily. as 

switch aiui tcnumal carrier; .uul lhe pri>t'ound financial issue. I list, we should note, 

however, ih.il atlcmpls have been made to obtain needed mfonnalion and understandings 

directlv fi\>m the applicant so that uiulersiandmgs outside of this pn> "ceding might have 

been reached. Regrettablv, written aiul oral inquests were only met wilh a verv general 

respiMise ;;nd unfuirilled promises i'or specifics intended lo satisfv stated concenis. As 

e uiv as Mav 2 1 and a monih prior io applicants" filing w ilh the Hoard, the questions in 

.Appendix A were posed to both aequinng railnnids. As noted, onlv a response in verv 

ueneial lerms with a promise tor more w.is received. 
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ADl OLA( A' OF SERVK E 

Cliicag" :s the foremost raihoad hub of this Nation. No olher gatewav handles as much 

carl.iad and inlennoda' liaffic and. hence is as critical to the .American cconi>mv . 

Nevertheless, the positutii of Chicago as the keysionc of the country's railroad sysiem is 

precarious. Ils vards are eongesled. and Us railroad lines taxed. Indeeii. among the 

claimed benefits ot'ihe propi>sed transaction is the applicants abilitv to etfect connections 

u Ith the western railroads at o'her lunctioiis and thereby lo avoid the tlitficulties and 

delays of traversing the Chicago gatewav. 

Industries in the area, however, eannoi escape C hicago's transpiirlation pmblems .uui are 

largelv ilependent upon one or another ot thc three local railroads reiulerm): fine haul and 

interchange operatii>ns to sateguard adequate se:"v ice I he Hell Railwav C ompanv of 

( hicago (HR( ) I he Haliimoiv and Ohio ( hicago I ci.mnal Railwav v ompanv (B()( I ) 

and, of grealest interest to the Indiana Port C ommission and its I ake Nlichigan port, 

•Jurns Harbor, lhe Indiana Harbor Belt Railroad Companv (IHl-5). 

B mis I larbor is situaletl en the mam line of ( onsolidatcd Rail Coqioration (COnrail). 

ap|in)Ximalelv 10 miles cast tif (laiv, Indiana IHH operates on tracks immedialelv 

adiacenl ;iiui parallel 'o ihose ot'Conrail. As noted, s nee I9'/,1. IHB has been attordcd 

direct .leeess to Hum-, i larbor anil 'las rendereii v ital serv ices to and from lhe shippers 

situated 111 llie pori 

I he iniroiluelion ot II IH's serv ice has made .1 wcirld of dit'fcrenee lo Burns ILirbor and its 

indusines. Although ( onrail holds a fifiv-oiie peivenl inleiest m the stock iit'lHH, 

( onrail has .illowed IIIH lo be man.iged .uul operated iiidepeiulenllv In short. Burns 

I larlior .uul the shipjx-rs situated there for lhe past fmir vears have enioved lw\>-railroad 

service, with all ol the atlend.ini benefits, including relalivelv lower nites, improved car 

suppiv at" I routings, .uul responsive serv lee. 
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Moreove . various pronouiieemenls and plans ot'applicanls espouse the acquisition ot 

aiklilioi al ti.iffic, prineipallv bv diversion fnuii o\er-lhe-road movemenls. Also, as Bums 

ll.iibor IKIS witnesscil exieiisiv elv. there is etMitmuing Ir ttie growth m this region i>f 

iionhwesieni Indi.ina nonheasieni Illinois, si) much so lhal r.iilroad mtrasinielure and 

serv ice ca|iacitv are eontuuuillv strained. 

Il tollows that s'lippcrs and their facilitators, prominentlv including this public Port 

( ommission. have serious concenis about jiicscnl and future serv le .- adequacv 

l.ikiiiL^ ,1 lessiin trom t le chaotic siuiaiion prevailing on lî e Lnion Pacific Railroad 

svstem. which was recentlv ilescri' ed as "a complete colhi, e" (( ool Outlook, \ ol. 21. 

No 16, September 15, I99~, page 1 i the Boaro should prescribe conditions which 

aim at the pi-cscnation and iinprovemcnl of railroad services for this region. 

1 uiulamentallv. the Hoard should eiihei define on its own nu>tion lhe parameters tor 

.icceptable service siaiuianls. or allcnuitiveiv. applicanls should be ordered to present 

ilieir d lailed serv lee si.uulards .uul ihen subjecl such lo mleresled parties" coir.menis. and 

lheien|toii prescribe .leecjUablc service paiaiiiciers. 

Further, applicants must be reqri.ed 'o prove to the Hoiud. bv submission of periodic 

repons, llial. iiuleeii. ihev .ue eomplvmg coiisisienllv .md reliablv with the service qualitv 

prescribed bv the Hoard \pplicants sluuild be reslrained from miplemeiilalion of anv 

chanties m presenilv existing services m the affeeieii area until such lime as it is clear that 

prescribed service slaiui.iids .ire being maiiilaiiied consisientlv .md reliablv. 

I hese requested conditions m.iv well be withoui precedent, 1 hev are. however, in the 

Ho.ird"s purv iew .uul their imposiiion is imivraiiv e if the disrupio e and v erv hanutul 

conditions which luive .iriseii .is ,i ivsuli of .uul or meidental lo recent mergers and 

consolidations in the railio' t mdustrv are lo be ;ivon,led. W e cmphasi/e the proposed 

trans.iclion is far more complex lhan anv predecessor tiaiisaclions. Here the plan is the 

break-up of a Class I railroad and the absoiption .Wits jinipenies .uui operatu>ns bv two 
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distmci railroad competitors. I his is an unpieceilcnied pmposa! W hile we do not doubt 

that it nuiv iiieorpoi.ite positive developmenis, serv ng the public interest, it is a siluation 

which, m spile of the applicanls" proposed iNper.ilmg nuulels, raises verv serious concenis 

i>ii the p.irl ot r.ulroails" ilejieiulenl shippers h is tor lhe reasons si.ited that the Hoard is 

•.irged to make use of its limitless coiuliiiomng pmver and lo appIv ihcsc m an miiov aiiv e 

and lesourcetul manner. 

INDIANA HARBOR HI 1 I RAll ROAD (IIIH) 

As iiuiicaled m Appendix A. several specific concenis h.ive arisen regarding the proposed 

meiluuls ofoperalioii aiui coiiin)! ot IIIH"s railroat! plant, meh'dmg vanls and lolling 

slock. Put simplv. Hums Harbor is tearfiil that the serv ice advantages of an 

indeneiv.ienllv m.inaged and operated IHB will be lost as a rcsuil of the proposed 

lransaclion W hile title to ( oiirai.'s shares ot IHB stock will rem.im in Conrail. the 

.Agreement beiween ( SX and NS, set out beginning at page 691 of vol. SC of the 

Applicalion, peniuls of no doubt lhal IHH will become a shared assel. lo be exploited by 

CSX I and NS to the advantage of each. 

Nothing m lhe Agreemeiil beiwci.-n ihem will denv CSX 1 and NS the right lo use IIUCs 

Hacks for lhe operalioii of their road iraiiis. including the ehen vpicking (tf choice voiume 

movemenls to and tVoin uuiuslnes on 1 ake Michigan's shore, l he inevilahle result vvill 

be lhal IIIH will be relegaled lo lhe lole ot'.i sw itching railroail. haiuiliiig wh.it C SX I and 

NS chose tl) leave behind tor IHH. 

I erms of the beiore noted .igieemeiil are both ambiguous and likelv lo ieâ l to disputes 

among the p.irlies W e m.ike ihis ;issenior. on the l>.i 's î t the .igivemeni's pntv ision for 

ad)udiealion of d'sagreements A c; se m p(Mnl is the iicm de.ilmg wuh Dispatching ipaî e 

7. Section 2. (2)(d)). IHH evmliinies to be responsible lor dispatching but C S.X will have 

the right to exercise us iiwiiership Rights with respect to II11^ dispatching, including 

(iibsiMi C lossiiig. fills ir(wisioii eonimues bv assigning identical nghts to NSC . and if a 

disagreemeiii results I'r-in each p.irlv's .isseni(>n of ils righis. ihe mailer will be submiiled 
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to binding arbitration. W ith this provision evident, is it likelv thai IHB vvill indeed 

continue io lispatcli and llicreby control traffic on Us facks and yards ? \\ c reason this is 

iiol verv likelv. 

Another potent example causing great concern is the selection of IHB's (ieneral Manager. 

In .iccordance w uh Section 2.(bi on page 6 ot tiic Agreenient. prov ision is made for the 

election of a (Ieneral Manager by one partv with the approval of the other. If the other 

pailv uuns out lo be u«ssatistled with the person selected, even though it had agreed to 

thai selection, it mav rcqiuie the selection (»fa different person not soitner than 12 months 

alter the last eliaiige I his raises ihv potential for an annual chan^. in IHB 

mana^euunl. resulting in inst.Uiilitv and upheavals espocialK amon<i the den. lal 

.Manager's si:hordinates anti Ihe carriers' customers who would normallv loo to a 

pallem of managcruil contmuitv .uul lhe stabiliiv logicallv associated llierevMlli. 

Several additional examples could be given. I'or sake v)f brevity we ret am tunii citation 

ot such and nunc to request that the implementation of the proposed a«;reement as 

\\ ritten not he permitt .'d W e have noted the v irtual certainly of IHB being relegated lo 

a role which serves in the raain iis owner"s mieiesis. noi necessarilv ihose of lhe nublic 

am! the unbi:ised discharge ot'lllH's common cairier oblig.itions. 

fhe applicants can be coiinied on to conlenu to the eontrarv. but their exuberance is no 

substitute for the careful, controlled and conditioned inipleinenialion of their proposal, if 

otherwise found to be in lhe public mteresi bv the Hoard. Ihe lesson to be learned from 

iiie experience ot'ihe I nion P;ieille Raihoail Companv. first. folKnving Us acquisition of 

the Nonh W eslem .uul. more reeenllv. ol'ihe Soulhem Pacitic. as aireadv noied before, is 

lhal lhe oplimisni ot ilie merger applicanls must be mei wilh a gooii bit ol'heallliv 

skei"»iieism. 

IP( concurs with certain assenions made in lhe Description of Anticipated Responsive 

.Application ol W isconsm ( eniral I id . W C -2, as well .,s that of I iansiar, Inc., and Elgin. 
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Joliet aiul l-astem Railwav ( on.panv. EJE-.l. In particuhir. IP( agrees lhal the proposed 

:'!'.-c.ition of Conrairs IHH assets wiil have deleterious effects on the inierchange of 

traffic between ean iers and the prov ision ot nlermediale sw iiehinL' serv ices. In addition, 

we express grave concern over prospeclive rouiiiig decisions whicli would benefii the 

aequinng p.irties but not their patrons. I here is no wav to prevent NS fn»m niuiing Hums 

Harbor originating vveslbound traffic via its Kansas ( iiv. Kansas galcv*,av even if such 

results 111 exicndcd transii time eompaietl VMIII present-day routing v la the ( hicago 

Swiiching District f or NS such rerouting aclion would lesuh m a longer line haul on Us 

svsteiii and an eniitlemeni to a laiger share of revenue, possibly excluding altogether 

II lIVs panici|Xitioii. all to poicniial shipper consignee detriment. 

As slated m the Description of Anticipated Responsiv e Application of Illinois Central 

Railroail (Dmnaiiv, l( -2. ihere is much lo be eoncerned a.iout tliO abilitv as a resull of the 

merger, ol the Pnmarv .Applicants (and in panicular ( S.X I , to regulaie, and therefore 

conliol, nearlv .ill iraflic mov mg ihn ,igh lhe ( hicago lemim.il. I his will give rise to lhe 

abilitv of those carriers (and in particular (S.X I I to favor their traffic vis a vis the traffic 

ol dthcr c.irneis wi;!i whom the .ire m direct conipelitioii. Ih i , aggregation ofcoiilrol 

and Ilia:! el power is palcnllv unhcallhv and musl be avoided. 

lor lhe reasons stated, it is believed to be i ' l Ihe best public interest if all or a portion 

of Conraii's I I IB stock be divested or placed in a perpetual voting trust A neuital 

carrier or gr nip of eanicis uniehiled lo the applicants should b; .ippomled. or if 

acceplab'e to hiivers and sellers, given the opportunilv lo acquire et'feclivc control, and be 

nuide responsible tor non diserimi ;iorv dispalchmg, operaiion and coiiuol ol illH assets. 

I urther. we requesi lhal the Hoard order addilioiial coiidilion> including die following: 

• I'S devision to be effcclive no sooner lhan ihinv dav s afier the da'e of serv ice, and. 

even iheii. it should pnn ide tor ,in orderlv implementation ot'ihe projiosed 

lransaclion. Hie applicanls. betore the el'feetivi. date ot'ihe Hoard's decision, should 
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be required lo file a timetable selling out the sequential phasing in of Conrail into 

( SX I and NS, m lemis of the applicants' .ibilitv to entertain shipper requesis for 

serv lee, to p-spond with sufficient ears and locomolives, io dispatch trains and lo 

handle them w ill,out undue delavs at mler̂  eniiig yards and lo et'fecl deliveries w ithin 

reasonable times, bv specific locales and idenlified nniles, 

• I he Hoard should order lhal IIIH. as it heretofore has done, prov iile no less lhan daily 

serv ice lo Hums Harbor and the shipper - siiiuiled there. 

• I he Board should order lhal IHH be penmlled lo retain its ownership interests m the 

nearlv 1.500 -ioiulola c.irs bearing! its maikmgs. which are of such critical importance 

to the steel companies which it serves, and that, when interlined with CSX I .uul NS. 

lhe ears shall be relumed emplv al the lunetioii points where thev were delivered 

under loail. 

• I he lioaid should order that IIIH's Hlue Island Y.ud remain under the control of IIIB 

for Its handling of cars going lo or from local industries served bv it and thai it uoi be 

assigned to ( SX I to be uiili/ed tor the iiandling of Chicago gatewav traffic, as the 

applicants" operating plans coniemplale. I he Board should order lhal IHB's 

Michiuan .Avenue Yurd rci lam under the conuol of II IH for the support of IHB's 

iiuliistrial tralfie in Nonhwesl Indiana, including Hums Harbor, and ihat it no! be 

dow ngiaded bv ( SX 1 ;iiul NS. as their operating plans |-troiect. 

• Ihe Ho.ud should order ih.il it will retain jurisdiclKMi for a penod of at least five 

vears" time lo monitor the implementation ol'ihe proposed lransaclion and should 

require ( SX I .uul NS to file .uui serve quanerlv and .inniial repoMs. which, .imong 

olher things, will dei.ul iis siew.udship of the IIIH. if its ownership aiui coiitnti remain 

uiichaimed. eontrarv to the eonditioiis requested herein, and afford iiileicsted persons 

lhe oi"iponuiiitv to respond 

ICONOMK I IN \N( 1 \ l ( ()N( I RNS 

I he financial terms of applicants" proposed acquisition of (Atnrail raises serious concerns. 

Ihe ai:reed-lo pureh.ise itnee is on the "ider of SI 0.2 billion; all or most of this enomuuis 

sum has been oblamed in the fonn of lo.iiis. as distmcl from equiiv mvesimc'its. Ihe 
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reported blended inteiesi rate is 7"„ per annum Accordingly, iiilerest payments alone, 

exclusive of anv 1 lan lepavment. w ̂ 11 amount to about S"14 million per vear. ( onrail's 

1996 '.peratuiLJ income was reponed lo be Shi)] miilion. I his sum represents a 6S"n 

increase from lhe air -''ni •eported for the prior vear. and iherelore it mav not be a reliable 

benchmark on which to base any financiai proieclions, It'tlial sum of S600 million were 

available for debt seivicc. it would only meet S4",i ol'tlie required inieiesi pavment. 

Taking this theme one step funher. if mierest plus loan repavnient are calculated, il is 

seen tlu-i at the favorable "̂ 'S, interest rate annual payments would amount to SI.- s2 

billion lor a lO-vear debt rep.ivnient. and S96.1 million at a 20-vear repavmeiil scf.edulc. 

Hoth amoaiils fai exceed ( onrail's histoncal operaini!; income amounts. 

lhe net effect will be that applicants will have to dedicate verv large shares of their iiel 

incomes to their iiewlv acquired debt service lequiicmeiils. iherebv potentially starving 

both svsiems ol niucli needed iiuestmeiil capital for pi.ml impn>vemeiil and xpansion. 

W orse ih.in this inev liable realitv is the resulting pressure upon revenue an I income 

gciicialion; this pcrv.isive need for lucr.vbcd cash can onlv result in higher rale levels. 

Ihe aigumenl that competitive factors will preclude widespread rale mcre.tses is w.thout 

merit m light of the fact that ihis eompetition. if indeed il exists, consists ol'ihe iv\o 

applicants' eompeling carriers, both ot'w hich wnild be exposed to like rev enue and 

income pressures. Not unlike reeeiil experienee m the airline industiy, it could he 

expected that one will i.ike lhe lead .iiul lhe olher will follow 

Suffice U lo sav lhal, a.' explamed. lhe financial lemis tor lhe pntposcd lransaclion raise 

serious concems, Il is iherelore reiiuested th.u the Ho.ird use its mvesiigalive and 

orilcring powers lo assure ilsell ;:nd the public the Hoard serves ih.il, indeed, ihis 

lransaclion is m liie public inierest, tlui', it is not bound lo lead li olhei w ise .iv oulable 

financial deb.ieles .uul lluil, if I'ouiui neeess.irv. the lransaclion be denied or conditions 
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imposed which would preclude occurrence of financial adversitv and the need for 

oihervv isc uiineccssarv rate increases. 

Respect fullv submitled. 

Davic. Ci^Aliiaham 
Registefed Rcpre;.enlaiive for 
Indiana Pon C ommission 
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APPKNDIX A 

C SX - NS (ONR Ml Acquisition 

(ieneral Issues 

1. I he proposed svstems map (the version av.ulable to the public) is not sufficientiv detailed 'o 

ascenaiii which earner w ill serve each regional mierch.iiige. mdustrv .uui vard I hat 

iiifomiation is needed to make deiemimaiions of adequacv. changes in what were single 

route earner movements and which mav become tv\o-liiie moves. 

2. Is It coiTcct to assume that existing Conrail contracts will continue to be honored bv the 

successor c.iiriei(s) and is it likelv that successors will desire lo reopen and renegotiate'.' If 

the killer is m the affimiative. please indicale lo which situations this mav apply. 

.1, Apparentlv, some C onrail sards wni be ir-nslened lo one ol lhe iwo railroads noi pnn idmg 

Iulure serv ices al or near that site. How will the serv icing carrier obtain lhe use ot neccssary 

v.iid faeililies'.' More specificallv. based on projeeled traffic divisions, is it not likelv lhal 

c(tngesiion will ensue on some of lhe reassigned lines, especiallv beiween the (hicago 

iiileichamies. South Chicago, (uirv, Poner and bevond.' How wmild such congestion 

problems be dealt w uh.' 

4 I unher. in reuards to item one above, in issue of particular concem is shared service. So tar. 

we do not have am inlomialion ;iboiii anv sh.ired serv ice in this ..re.i. f or example, will vou 

auiee to pcnnit access bv both carriers to the W hiimg refinerv complex and its chemical 

pl.l l l lS' . ' 

5 At sites 111 this region at which weekend serv ice is presentlv unavailable (Conrail at lhe 

Inlenialional I'on. fo .xample) will pn>v ision of siicli serv ices be initiated? 

Specifics as to IIIH 

1 W ill IIIH rem.im .is ,in iiulependeiiilv oper.ited lemimal and swiich earner.' I his is believed 

lo be iiiiperaiiv e if thai "road's tlexibilil> and eapabiliiy lo provide essential services are to 

eonlinue. 

2. Will IIIH serv ices and faeililies continue to be concentrated on mdustri.il serv ice in its 

lerrilorv rather than acquiring owners" through-traffic.' 
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1. W ill IIIB continue to market its serv ices independently and set rates tor all Us connections 

w itiunit regard to ow ners' interest in atlracting traffic to its lines ' 

4. W ill contmuc to have its independent access to the Intemational Port at P(trtage l̂ ums 

Harbor, the Bethlehem and National Steel complexes at this location or w ill ( oiiraiLs 

successor become the switcher'.' 

5. Will IIIB power, car yard ;ind trackage facilities remain m ils exclusive domain or will the 

owners make use of anv of these'' If yes. which, and to what extent'.* 

6. M'ght II liTs access to olher carriers with which presently inierchange facilities and or 

arrangements exist be modified'.' If ves, lunv ' 

7. Will the II11^ Serv ice ( enter liuateil m Î iv eidale, Illinois remain as is or wili customers have 

to deal with an owiier"s iiation.il cenlei'.' 

S. II anv changes in IMIVs preseiii relalive autonomy are planned to occur how would such 

retain ami possibly enhance the competitive posture and avoid this occurrence of a monopolv 

situation'.' 

9 IHB presentlv empUns more than 900 people w ith approximatelv half being residents of 

Indiana. If there are plans lor iniegraiioii of svstems will these folks be absorbed into a 

parent'.' 
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( KRTIFK ATE OF SI .'V. !C F 

1. David ( i . Abraham. Regisieied Representative for Indiana I'on Comnii.ssion. a public 

agency m die State of Indiana, herebv certify that 1 have served copies of the appended 

Requesi for C"onditions upon all Parties of Record. Honorable Jacob I ev enthal. including 

the pi(w ision of extra copies as requested in attornev s lor applicanls leller of October 9. 

1997 all by depositmg copies in the L.S. Postal l^crvice. First C lass Mail, postage paid, 

this 2L' dav of Ociober 1997. 

Dayid ( i . Abraham 
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VIA HAND DELIVERY 

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

Re: CSX Corp./Norfolk Southern Corp. -- Control and 
Operating Lease s/Agreenient -- Conrail; Finance 
i;;)orket No. 33388 

Dear Secretary Williams: 

Enclosed are the o r i g i n a l s and 25 copies each of the 
highly c o n f i d e n t i a l and redacted versions of the "Comments, 
Evidence, and Request f o r Conditions of .^^merican E l e c t r i c P .wer 
Service Corporation" (AEP-5) f o r f i l i n g i n the above - referenced 
proceeding. The high l y c o n f i d e n t i a l pleading i s being f i l e d 
under seal i n accordance w:.th the Protective Order. Also 
enclosed i s a 3.5" d i s k e t t e containing the documentation i n 
WordPerfect format. - r - r — , i -

OCT 2 199? 

r3~j Pan of 
Pubic Record 



,'1r. Vernon A. Williams 
.ctober 20, 1997 
Page 2 

Please date stamp and re t u r n the enclosed three 
a d d i t i o n a l copies of each pleading via our m.essenger. 

Very t r u l y yours, 

Michael F. McBride 
BT-enda Durham 

Attorneys f o r Av^ei lean Electr; 
Power Service Corporation 

Enclosures 

cc: A l l Par-ies on the C e r t i f i c a t e of Service 



AEP-5 

p-.ih1ic Vers] on--Highly Confidential 
?.id Confidential TnforTi.-^r.ion Has Been ?.edacted 

UNITED STATES OF AMERICA 
DEPARTMENT OF TRANSPORTATION 
SURFACE TRANSPORTATION BOARD 

Finance Docket No. 33388 

CSX CORPORATION AND CSV TRANSPORTATION, INC., 
NORFOLK SOUTHERN CORPORATION AND 
NORFelK SOUTHERN RAILWAY COMP/Ĵ Y 

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

COMMENTS, EVIDENCE, AND REQUEST B'OR CONDITIONS 
OF AMERICAN ELECTRIC POWER SERVICE CORPORATION 

Michael F. McBride 
Brenda Durham 
LeBoeuf, Lamb, Greene 
& MacRae, L.L.P. 

1875 Connecticut Avenue, N.W. 
Su i t e 1200 
Washington, D.C. 20009-5728 
Phone: (202) 986-8000 
Fax: (202) 986-8102 

Due Date: October 21, 199'' 
Dated: October 20, 1997 

Att o r n e y s f o r American E l e c t r i c 
Power Service C o r p o r a t i o n 

Ot'cp'-.) th* Stcretarv 

OCT 2 mi 

Pubic Record 



Poplir v»r<:;ion--H-,ahlv Confidential 
and Confidential ^ oT'-.PiT ̂ or. Has Been Redacted 

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 OPEPJS1.TING LEASES / AGREEMENTS --
CONRAIL, INC. AND CONSOLIDATED RAIL CORPORATION 

COMMENTS, EVIDENCE, AND REQUEST FOR CONDITIONS 
OF AMERICAN ELECTRIC POWER SERVICE CORPORATION 

American E l e c t r i c Power Service Corporation ("ATD") 

hereby submits i t s Comments concerning the A p p l i c a t i o n of CSX 

Corporation and CSX Transportation, Inc. ( c l l e c t i v e l y , "CSX ) 

Norfolk Southern Inc. and Norfolk Southern Ra-̂ i'-.'-y Inc. 

( c o l l e c t i v e l y , "NS"), Conrail Inc. and the Consolidated R a i l 

Corporation ( c o l l e c t i v e l y , "Conrail") to acquire and di v i d e among 

themselves the assets of Conrail. (We use the terms "merger," or 

"a c q u i s i t i o n , " or "c o n t r o l " synonymously, unless otherwise 

indicated.) 

The purpofie of these Comments i s to vequest that the 

Board impose a condition on the proposed transaction concerning 



AZF'3 C a r i m a l Plant, a large - a l - f i r e d e l e c t r i c generat-g 

tation located m BriMiar.t, :nic zr. zr.e 

Today, AEP's Cardinal Plant nas access tc two r a i l 

c a r r i e r s : the Wheeling ^ Lake Erie Railrcad " f l L ^ " ' , d i r e c t l y , 

and Conrail '5£S AEP Ex. 3 .TrC-Zl), via 

££S AEP Ex. 4 '.TDC-3 1 at 2 . As a r e s u l t 

of the proposed transaction, Norfolk Southern w ^ l l acquire 

Conraii's r i g h t s and access to AEP's Cardinal Plant, and the 

ob l i g a t i o n s therewith. So fa r as that goes, .^e two-carrier 

iCcess that the Cardinal Plant c u r r e n t l y enjoys w i l l not be 

af f ectc^d. 

AEP's concerns, hcwever, center on WLL and continued 

dual access to i t s Cardinal Plant i f the .^oard approves the 

Ap p l i c a t i o n . Separately, WLE has announced thav. i t may not 

survive as a r e s u l t of the p-oposed transaction. AEP i s not 

p r i v y t o evidence regaraing whether WLE w i l l or w i l l not survive 

i f the Board approves the Application. However, i f the proposed 

t r a n s a c t i o n causes WLE to go out of business or be unable to 

serve AEP, AEP w i l l lose one of i t s two c a r r i e r s serving the 

Cardinal Plant. Thus, the Board should ensure continued dual 

access to AEP's Cardinal Plant, i f AEP loses i t s d e l i v e r y c a r r i e r 

as a r e s u l t of the proposed transaction. u&S. AEP Ex. i . 



Although t e c h n i c a l l y the Cardinal Plant T.ay '.-.ct f a l l 

w i t h i n the d e f i n i t i o n of a "2 tc 1" shipper as previously aefmed 

by the Board, Union P a c i f i c Corp.. ^ t a l . - - Con-rol and 

Merger--Soutnern Pacif:.- Corp.. et al . . Finance Dc.':ket No. 32760 

(served Aug. 12, 1996), AEP should be given the same r e l i e f that 

"2 to 1" destinations nave received i n p r i o r merger und 

a c q u i s i t i o n proceedings because i t may lose access to i t s second 

c a r r i e r , WLE, as a r e s u l t of the proposed transaction and thus 

l i t e r a l l y would be a "2 t c shipper under those Cxrcumstances. 

The Board cai. and should Sefeguard AEP's dual accesr. by 

re q u i r i n g CSX to assume the r i g h t s and ob l i g a t i o n s of WLE, 

inc l u d i n g the requirement to serve the Cardinal Plant as a commor 

and contract c a r r i e r , shouid WLE no longer be able to serve the 

Cardinal Plant. See AEP Ex. 1. 

REQUBST FOR CQNDTTTON 

Accordingly, AEP requests that the Board adopt the 

f o l l o w i n g p r o t e c t i v e c o n d i t i o n ' f i t approves the proposed 

t r a n s a c t i o n : 

I f WLE IS unable to perform i t s o b l i g a t i o n s to 
serve AEP's Cardinal Plant, CSX Transportation, Inc. 
i s required to assume WLE's common and contract 
o b l i g a t i o n s to do so, and i s f u r t h e r required to 
pro\ido the Board w i t h a s p e c i f i c proposal f c r carrying 
out those o b l i g a t i o n s f o r t h w i t h . NS i s required to 
perrrit CSX to have access to the Conrail l i n e serving 
AEP's Cardinal Plant, at a trackage r i g h t s fee at the 



same terms and conditions as provided m the curren: 
WLE,/Corrail agreem.ent, i f WLE's li--.e i s not capable 
carrying CSX's tra.ns i n t o the Cardinal Pla'^t. 

Respectfully subr.-itted, 

Michael F. McBiide 
Brenda Durham 
Le.Boeuf, Lamb, Greene 

i MacRae, L.L.P. 
Suite 1200 
1875 Connecticut Ave., N.W. 
Washington, D.C. 20009-5728 
(202)986-8000 (Telepnone) 
(202) 986-8103 (Fax) 

ft^-^^T•ney.q f o r American Elec'rr.j^ 
Powei Service .'orporaticii 

Dated: October 20, 1997 



BEFORE THE 
SURFACE TRANSPORTATION BOARD 

FINANCE DOCKET NO. 3 3 388 

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

-- CONTROL AND OPERATING LEASES/AGREEMENTS --
CONRAIL INC. AND CONSOLIDATED Rf.IL CORPORATION 

CERTIFICATE OF SERVICE 

I hereby c e r t i f y t h a t I hi.ve served t h i s 2 j t h day of 

October, 1997, a copy of the f o r e g o i n g "Comme.--s, Evidence, and 

Request f o r C o n d i t i o n s of American E l e c t r i c Power Service 

C o r p o r a t i o n " {AEP-5) by f i r s t - c l a s s m a i l , postage p r e p a i d , o r by 

more e x p e d i t i o u s means, upon a i l par'iiies of re c o r d . The " n i g h l y 

c o n f i d e n t i a l " v e r s i o n was served on persons on the H i g h l y 

C o n f i d e n t i a l R e s t r i c t e d Service L i s t o n l y ; a redacted v e r s i o n was 

served on a l l o t h e r p a r t i e s of recovd. The f o l l o w i n g persons 

were ser\°d by hand d e l i v e r y : 

O f f i c e of the S e c r e t a r y 
Case C o n t r o l U n i t 
ATTN: STB Finance DJct. 333 88 
Surface T r a n s p o r t a t i o n Board 
Mercury B u i l d i n g 
1925 K S t r e e t , N.W. 
Washington, DC 20423-OCCl 
VIA HAND DBLIVBRY 

Mr. Vernon Wi l l i ams , Secre tary 
Surface T r a n s p o r t a t i o n Board 
Mercury B u i I d i n g 
1925 K S t r e e t , N.W. 
Washington, DC 20423-0001 
V I A HAND DBLXVERY 

David M. Kcnschnik, D i r e c t o r 
O f f i c e of Proceedings 
ourface T r a n s p o r t a t i o n Board 
Mercury B u i l d i n g 
1925 K S t r e e t , N.W. 
Washington, DC 20423 
VIA HAND DBLIVBRY 

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

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



Drew A. Harker , Esq. 
C h r i s Di i t z , Esq. 
Susan Cassidy, Esq. 
Ar n o l d & P o r t e r 
555 12th S t r e e t , N.W. 
Washington, DC 20004-1202 
VIA HAND DELIVERY 

David A. Coburn, Esq. 
S teptoe & Johnson 
13 3 0 Connec t i cu t Avenue, 
'vvashington, D.C. 2003 6 
VIA HAND DBLIVBRY 

N.W. 

Gerald P. Norton, Fsq. 
Harkins Cunnmghani 
1300 19th S t r e e t , N.W. 
Su i t e 600 
Wasnington, D.C. 20036 
VIA HAND DBLTVBRY 

Brej.da Durham 





BEFORE THE 
SLTIFACE TRANSPORTATION BOARD 

t-".nante 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 CONSOUDATED RAIL CORPORATION 

Verified Statement 
of 

Thomas D. Crowley 
President 

L. E. Peabody & Associates, Inc. 

On BehJf of 
American Electric Power Service Corpcrauon 

Due Date; October 21. 1997 
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LNTRODLCTION 

My name is Thomas O. Crowley I am an economist and President of the economic 

consuUing firm of L. E. Peabody & .Associates. Inc The firm s offices are located at 1501 

Duke Street. Suite 200, .Alexandria. Virgima 22314 My qualifications and experience are 

attached as Exhibit_2_(TDC-l) to this Venfied Statement 

I have been asked by American Electric Power Service Corporation ( "AEP") to review the 

Railroad Control Application filed by CSX Transportation Inc. ("CSX ") and Norfolk Southern 

Railway Company '"NS") in Surface Transportation Hoard ("STB"") Finance Docket No. 33388. 

This application specifies the terms of the purchase of the assets of Consolidated Rail 

Corporation ("Conrail") by CSX and NS. Specifically, I have been asked to determine the 

impact that this transaction will have on coal deliveries to AEP's Cardinal plant located in 

Brilliant. Ohio. In malung my evaluatioi. I have reviewed the CSX/NS/Conrail Control 

Application, the workpapers supporting the railroads' Application, the deposition of the vanous 

wimesses supporting the Application, and the Applicants" responses to interrogatory and 

document requests. 

My conrjnents are organized below under the following topical headings: 

II. Summary and Findings 

III. Railroad Access to Cardinal Plant 



.2-

Air Zy.: 
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II. SL^VIMARY -AND FINDINGS 

Based on my review of the Railroad Control Application filed by CSX. NS and Conrail as 

well as the workpapers, depositions and .Applicants' responses to discovery, my t'tndings 

regarding the acquisition of Conrail by CSX and NS are as follows: 

1 AEP's Cardinal plant receives coal from CSX ongins for interchange with the Wheelipq 
and Lake Ene Railway Company ("WLE"); 

2. In addition to access by the WLE. the Cardinal plant is accessible by Conrail 

3. After the acquisition of Conrail by CSX and NS, the Conrail rail Ime i 
) will be the responsibility of NS; 

4. WLE has publicly slated that its viability is in doubt because of the acquisition of 
Conrail by CSX and NS. The elimination of WLE would result in NS becommg the 
only railroad serving AEP's Cardinal plant; and, 

5. If the acquisition of Conrail by the CSX and NS is approved and WLE is unable to serve 
:he Cardinal plant, then CSX should be granicd access to the Cardinal plant via 
Benwood. West Virginia or the nearest practical interchange with NS Compensation 
for these trackage nghts should be based on the same level as 

The basis for my findings are addressed below. 
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III. RAILROAD ACCESS TO CARDLN.AL PL.ANT 

.AEP"s Cardinal plant is located in Bnlliant. Ohio Based on the 1995 plant traffic data 

furnished oy the railroads in response to .AEP's discover* requests tons onginated at 

CSX origins and moved to the CardrJil plant via interchange wuh the WLE^ .Additional coal 

delivered to the Ca-dmal plant was transported vi? truck or barge movement. 

Both Conrail ?nd WLE bive access to the plant Exnibitj_(TDC-2) is a schematic of the 

rail lines serving the Card jul plant, mcludmg the WLE interchange location with the CSX at 

Benwood. Wen Virgu^a. The schematic was prepared bv Conrail or WLE and octamed in 

discovery from Conrail. The Cardinal plant is located approximately miles from the 

Benwood mterchange. 

WLE has publicly stated that the acquisition of Conrail by CSX and NS will jeopardize the 

viability of that raihnoad. On August 22. 1997. WLE filed its "Descnption of Responsive 

.Application of Wheeling & Lake Ene Railway Company", identified as WLE-2 ("Responsive 

.Application"). In the Responsive .Aoplication. WL£ stated that the acquisiuon of ConraU by 

CSX and NS places WLE in a "umque and highly vuhierable position" (Responsive Applicauon. 

- In 19%. 298.537 tons moved from CSX ongins lo the Cardinal plant (via the WLE). In 1997. CSX onginated 
\(}^ 986 tons of which 160.8% tons moved via WLE and 9,090 moved via Conrail through the mtercbange at 
Potomac Yard 



page 1). WLE went on to sute that the Conrail transaction will "lead to WLE's bankruptcy 

within a year of the merger " (Responsive .Application, page 2). 

In order to maintain the dual railroad access at the plant (and thus preserve the pre-meraer 

level of competition) the Surtace Transportation Board < 'STB") should require that, as a 

condition of the merger. CSX be granted trarkage nghts to the Cardinal plant if WLE is not a;>ie 

to provide the service Specifically, the STP should allow CSX trackage nght5 from Benwood. 

West Virginia (the cunent CSX'WLE interchange) to the Cardinal plant over the WLE Ime 

If the trackage connectmg that mterchange to the CardmaJ plant is eluninated. or not 

mamtained at a level that allows coal traffic to traverse it. then CSX should be granted trackage 

rights over the cunent Conrail Imes that ser/e the Cardinal plant*̂  The alternative routing over 

Conrail trackage is consistent with the WLE's planned oper»tion shown m Exhibit^(TDC-2) 

where WLE would eliminate several sections of WLE r:ack to the Cardinal plant and operate 

over tTTiCkage nghts on the Conrail line. 

If service cannot be performed via Ber.wjod. West Virginia. CSX should be granted 

trackage nghts from the nearest mterchange between the post-acquisition NS a J CSX. I 

suggest that Martins Ferry. West Virginia, on the current Conrail line shown m ExhibitJ^(TDC-

2). IS a suiuble alternative mterchange. 

Finally, compensation for the CSX trackage nghts lines to the Cardinal plant should follow 

the same tciins and conditions as 

' The Conrail Ime can be accessed at Bellaire. Ohio uiilmng 2 .9 miles of the existing WLE Ime. 



VERinC ATION 

COMMONWr.ALTH OF VIRGINIA ) 
) 

CITY OF ALEX.ANDRIA ) 

THOMAS D CROWLEY, being duly sworn, deposes anu says that he has read the 
foregomg sutement, knows the contents thereof and that the same are true as stated. 

Sworn to and subscribed 
before jaetliis,_/^__ day 
of a^dZ^JL^ 1997. 

Wimess my hand and official seal. 





.nEr Exhibit_(TDC-l) 
Page 1 ot 4 

STATEME.ST OF QUALIFICATIONS 

.Vly name is Thomas D Crowley. I im an ec-nomist and President of lie tconomic 

consultmg firm of L. E Peabody & .Associates, Inc. The fum's offices are located at 1501 

Duke Street. Suite 200. Alexandna. Virgima 22314. 

I am a graduate of the Umversity of Mame from which I obtamed a Bachelor of Science 

degree in Economics. I have also taken graduate courses m transportation at George Washmgton 

Umversity m Washmgton, D C. I spent three years m the Umted States Army and smce 

February 1971 have bê n employed »-y L. E. Peabody &. Associates, Inc. 

I am a member of the American Economic Association, the Transportation Research Forum, 

and the Amencan Railway Engineering Association. 

The firm of L. E. Peabody & Associates. Inc. specializes in solving economic, marketmg 

and transportation problems. As an economic cr 'sultant. I have organized and directed 

economic smdies and prepared repoKs for railroads, freight forwarders and other earners, for 

shippe.-s. for associations and for state governments and otuer public bodies dealing with 

transportation and related economic problems. Examples of smdies I have participated in include 

organizmg and directing traffic, operauona.' and cost analyses in connection with multiple car 

niovements, unit train operations for coal and other commodities, freight forwarder facilities. 

TOFC/COFC rail faciliues. divisions of through rail rates. Oĵ ratmg conmuter passenger 

service, and other smdies dealmg with mar -̂is and the transportation by d fferent mod-:s of 

various commodities from both eastern and westem ongins to vanous destuiatnns m the Umted 



Exliibit_'TDC-li 
Page 2 ot 4 

STAITMENT OF OU.ALIFTCATIONS 

States. The namre of these smd:es enabled me to become fanuliar with the operatmg and 

accountmg procedures utilized by railroads in tne normal course of busme.ss 

.Additionally, I have inspected both railroad terminal and Ime-haul facdiue? used m handlmg 

vanous commodities to vanous destinations m ill portions of the Umted States. These rlcld tnps 

were used as a basis for the determination of the aaffic and opcratmg charactenstics for specific 

movements of coal, both mbound raw matenals and outbound paper products to and from paper 

mills, crushed, stone, soda ash. alummum, frcih fruits and vegetables. TOFC, COFC traffic and 

numerous other commodities handled by rail. 

I have presented evidence before tae Interstate Commerce Commission ("ICC") m Ex Pane 

No 347 (Sub-No 1). Coal Rate Gu'delines - Nationwide which is the proceeding that 

established the methodology for devclopmg a maximum rail rate based on stand-alone costs. 

.Moitovcr. I have developed numerous vanable cost calculacons utilizmg the venous 

fonnulas employed by the ICC for the developmem of vanable costs for common earners with 

particular emphasis on the basis and use of Rail Form A. I have utilized Rail Form A costmg 

principles smce the begmmng of iny career with L. L. Peabody & Associates Inc m 191 \ -

- Rail cost fmdmg has been the cornerstone of this firm. Dr Ford K. Edwards the senior partner Jis finn 
Edwards & Peabody*. was the major architect m the developmem of Rail Form A. Mr. Peabodv earned on i*iis 
tradition of mnovative cost findmg uniil his reurcmem m 1983 .Mr Peabody's work included panicipation in the 
Tennessee Valley Auihonty's ('TVA'^ compuienzaiion of Rail Form A. Mr. Peabody wis a tnembcr ot a 
cofiuTuttee of transportation coruultanu which was organized to assess the TV A procedure m order to make available 
more cotnpieic and si'nplified input data for the Rail Form A computer ,.ogram. 

Subsequent to the retiitment ot Dr Edwards m 1965. the firm name was changed to 
L E Peabodv & Associates, Inc 



Exhibit_iTDC-l) 
Paee 3 or 4 

•STATEMENT OF OUAUmCATIONS 

I have also analyzed m detail, the Umform Railroad Costmg System < "L'RCS" ) and presenred 

the results of my fmdmgs to the ICC in Ex Parte No -̂ 31, .Adoption of the Uniform Railroad 

C.̂ r̂ ng Svstem for Determinin}̂  Vanable Costs for the Purposes of Surcharge and Junsdicuonnl 

Threshold Calculations I have been mvolved m the URCS process, either directly or mdirecdy, 

smce the first mtenm report of the contractors was released. 

I have frequently presented bodi oral and wntten testimony before the Surface 

Transponation Board (and its predecessor, the Interstate Commerce Commission), Federal 

Energy Regulatory Commission, Railroad .Accountmg Pnnciples Board, Postal Rate Commission 

and numerous state regulatory commissions, federal courts and state courts. This testimony was 

generailv related to the developmem of variable cost of service calculauons, fuel supply 

economics, contract interpretations, economic principles concerning die maximum level of rates, 

implemenution of maximum rate prmciples, and calculation of reparations, includmg mterest. 

I have also presented testimony in a number of court and arbitration proceedings cocr̂ rtung the 

level of rates and rate adjustment procedures m specific contracts. 

Since the implemenution of the Staffers Rail Aa of 1980. which clanfied that rail earners 

could enter into transportation contracts with shippers, I have bten acu"';ly involved in 

negotiating transportauci contracts on behalf of shippers. Specifically, I have advised shippers 

concenung transport? tion rates based on market conditions and earner conipetiiion, movement 

specit'ic service commitments, speciilc cost-based rate adjustmeot provisions, contract rcopcners 

that recognize changes in productivity, and cost-based ancillary charges In particular. I have 

advised shippers on the Lheory and application of different types of rate adjustment meeiiamsms 



Exhibit^! TDC-1) 
Paee 4 of 4 

ST ATEMENT OF OU ALinCATIONS 

for mclusion m traasportation contracts. .As a result of assistmg shippers m the eastern and 

western portions of the Umted States. I have become familiar with operations and practicê - of 

the rail earners that move traffic over the major rail routes m he Umied States as well as their 

cost and pncmg practices. 

In the two recent Westem rail mergers that .-esulied in the cre.itir.>n of BNSF and UP/SP, 

I reviewed the railroads' applicauons includinfj their supportmg traffic, cost and operatmg data 

and provided detailed evidence supporting lequests for conditions designed to maintain the 

competitive rail envuToraent that existed 'jefore the proposed mergers. In these proceedings, 

I represented shipper interests, inciuding plastic, chemical, coal, paper and steel shippers. 

I have participated in various proceedings involved with the division of through rates. For 

example. I participated in ICC Docket No. 35585, .Akron. Canton <t Youngstown Railroad 

Comparrv. et al. v .Aberdeen u.id Rockfxsh Rodroad Companw et al. which was a complamt filed 

by the northem and midwestem raii lines to change the primary north-south divisions. I was 

personally involved m all traffic, operating and cost aspects of this proceeding on behalf of the 

northem and midwestem rail lines. I was the lead witness oa behalf of the Long Island Rail 

Road m ICC Docket No. 36874, Notice of Inienx to File Division Complain: b\ the Lone Island 

Rail Rood Companv. 
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STEPHI N t". Hi kMAN 
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Verm)n A Williams. Secretary 
Surface Transportation Board 
Case Control Unit, Suite 71.̂  
1925 K Street N W 
Washington, DC 2()423-00(Jl 

V 

Re STB I'inance Docket No 33388. (\SX ( \>rp and ('.VA' Tran.sportation. 
Inc.. Sorfolk Souihern ('orp. and Norfolk Soulhem Railway ('o. - Control 
and Operat I n^i '.ea,es A^^ree ments - i oiirad Inc. and ('on.solidaled Rail 
('orp. 

Dear Mr Williams 

1 his is to advise that as a result of a recent agrrxment reached between Kokomo Grain 
Co , Inc and applicants in the above proceeding, Kokomo Grain Co , Inc will not file the 
responsive application for trackage rights that was referred to in its description of anticipated 
responsive application, K(iC-2, filed August 22, 1997 

Twenty five copies and a dis! -̂ tte accompany the original of this notification Counsel for 
applicants are being served by overnight mail All other par'ies are being served by regular mail 

Kindly acknowledge receipt by date stamping the enclosed duplicate copy of this letter and 
return in the self-addressed stamped envelope 

Very truly yours, 

Thomas 1- McFarland, Jr 
.Attorney for Kokomo Ciraui Co., hit 

IMcl- kl.i'm- it: »p'' 0 6M llrslhf 

cc All parties of record 
Mr Raymond I - Ortman 

fcMTERED ~ 

Pubic Ro^oid 
r-.;-i Panel 
l-v I 


